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PART |
ltem 1. Business

General. CenturyTel, Inc., together with its subsidiariessan integrated communications company engagedghnin providing loca
exchange, long distance, Internet access and baoddtervices. We strive to maintain our customlatiomships by, among other things,
bundling our service offerings to provide our caséss with a complete offering of integrated comreations services. We conduct all of our
operations in 26 states located within the contimlddnited States.

At December 31, 2005, our local exchange telepisobsidiaries operated approximately 2.2 millioepdlone access lines, primarily
in rural areas and small to mid-size cities in 22es, with over 70% of these lines located in \&isin, Missouri, Alabama, Arkansas and
Washington. According to published sources, wetlageeighth largest local exchange telephone comathe United States based on the
number of access lines served.

We also provide fiber transport, competitive loeathange carrier, security monitoring, and othenmaoinications and business
information services in certain local and regiomarkets.

We have entered into agreements to provide co-kdhedtellite television service and to resell veisslservice as part of our bundled
product and service offerings, but these arrangésrae not expected to contribute material reveimuéise near term. In addition, we recer
began offering our facilities-based digital videmsce to certain areas of a limited number of retgkn Wisconsin. We anticipate such
offerings will dilute our earnings for 2006 by apgimately $.06 to $.08 per share.

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

Recent acquisitionsin June 2005, we acquired fiber assets in 16apetitan markets from KMC Telecom Holdings, IncKC”) for
approximately $75.5 million, which allows us toeafforoadband and competitive local exchange semt@eustomers in these markets.

In June 2003, we purchased for $39.4 million theetssof Digital Teleport, Inc., a regional commuations company providing
wholesale data transport services to other commatioits carriers over its fiber optic network lochie Missouri, Arkansas, Oklahoma and
Kansas. In addition, in December 2003, we acquadtitional fiber transport assets in Arkansas, Misisand lllinois from Level 3
Communications, Inc. for approximately $15.8 millicash. For additional information, see “OperatioB8grvices - Fiber Transport and
CLEC.”

On August 31, 2002, we purchased assets utilizedriving approximately 350,000 telephone access limthe state of Missouri from



Verizon Communications, Inc. (“Verizon”) for appimately $1.179 billion cash. On July 1, 2002, weghased assets utilized in
serving approximately 300,000 telephone access Iméhe state of Alabama from Verizon for approxiety $1.022 billion cash. The assets
purchased in these transactions included (i) #hechiises and equipment necessary to conduct lecharge operations in predominantly
rural markets throughout Alabama and Missouri aiyd/érizon's assets used to provide digital sulbgerline ("DSL") and other high speed
data services within the purchased exchanges. dduérad assets did not include Verizon's cellyt@rsonal communications services
(“PCS"), long distance, dial-up Internet, or dil@gt publishing operations in these areas.

On February 28, 2002, we purchased from KMC iterfibetwork and customer base operations in MonmdeStareveport, Louisiana,
which allowed us to offer broadband and competitbaal exchange services to customers in theseetsark

On July 31, 2000 and September 29, 2000, we aahjassets utilized to provide local exchange telaptservice to over 490,000
telephone access lines from Verizon in four sepdransactions for approximately $1.5 billion irslkaUnder these transactions:

« On July 31, 2000, we purchased approximately 281t8@phone access lines and related assets imgak&or approximately $8
million in cash.

« On July 31, 2000, Spectra Communications Group, (I$pectra") purchased approximately 127,000 tedaphaccess lines a
related assets in Missouri for approximately $29#lion cash. At closing, we made a preferred equityestment in Spectra
approximately $55 million (which represented a %4 ihterest) and financed substantially all of tamainder of the purchase pri
In the first quarter of 2001, we purchased an amtthl 18.6% interest in Spectra for $47.1 milliom.the fourth quarter of 2003 a
the first quarter of 2004, we purchased the remgi2i4.3% interest in Spectra for an aggregate 4f0illion in cash.

« On September 29, 2000, we purchased approximafeh0d telephone access lines and related ass@tsaonsin for approximate
$197 million in cash.

« On September 29, 2000, Telephone USA of Wiscomdi@, ("TelUSA") purchased approximately 62,900 tdlepe access lines ¢
related assets in Wisconsin for approximately $iftion in cash. We own 89% of TelUSA, which waganized to acquire a
operate these Wisconsin properties. At closing, made an equity investment in TelUSA of approximat$87.8 million an
financed substantially all of the remainder of thechase price.

In August 2000, we acquired the assets of CSW INet, a regional Internet service provider thatoffdial-up and dedicated Internet
access, and web site and domain hosting to moreltB#00 customers in 28 communities in Arkansas.

We continually evaluate the possibility of acquiyimdditional communications assets in exchangedsh, securities or both, and at
any given time may be engaged in discussions astismpns regarding additional acquisitions. Weeayally do not announce our acquisitic
or dispositions until we have entered into a pralary or definitive agreement. Although our priméogus will continue to be on acquiring
interests that are proximate to our propertiehat $erve a customer base large enough for ussiatpefficiently, other communications
interests may also be acquired and these acquisitiould have a material impact upon us.

Recent DispositionsOn August 1, 2002, we sold substantially all of wireless operations principally to an affiliameALLTEL
Corporation (“Alltel”) for an aggregate of approxately $1.59 billion in cash. In connection withghiansaction, we divested our (i) interest
in our majority-owned and operated cellular systentgch at June 30, 2002 served approximately T#Bglistomers and had access to
approximately 7.8 million pops (the estimated pagioh of licensed cellular telephone markets mliéigpby our proportionate equity interest
in the licensed operators thereof), (ii) minorigflalar equity interests representing approximaie8/million pops at June 30, 2002, and (iii)
licenses to provide PCS covering 1.3 million pap®isconsin and lowa.

In the second quarter of 2001, we sold to Leap M&=eInternational, Inc. 30 PCS operating licerisean aggregate of $205 million.

Where to find additional informatioWVe make available our filings with the Securitiesl &xchange Commission (“SEC”) on Forms
10-K, 10-Q and 8-K on our website ( www.centurytein) as soon as reasonably practicable after we caengleh filings with the SEC.

We also make available on our website our Corpdeateernance Guidelines, our Corporate Complianogfam and the charters of
our audit, compensation, risk evaluation, and nauitig and corporate governance committees. Wefuvilish printed copies of these
materials free of charge upon the request of aayesiolder.

In connection with filing this annual report, odrief executive officer and chief financial officerade the certifications regarding our
financial disclosures required under the SarbandeyQAct of 2002, and the Act’s related regulatioimsaddition, during 2005 our chief
executive officer certified to the New York Stockdbange that he was unaware of any violation bgfuke New York Stock Exchange’s
corporate governance listing standards.



Industry information Unless otherwise indicated, information contaiimethis annual report and other documents filedibyinder the
federal securities laws concerning our views amuketations regarding the telecommunications inglest based on assumptions and
estimates prepared by us using data from industiyces, and on assumptions made by us based onamaigement’s knowledge and
experience in the markets in which we operate baddlecommunications industry generally. We belithese estimates and assumptions are
accurate as of the date made. However, this inflomanay prove to be inaccurate because it canmnatys be verified with certainty. You
should be aware that we have not independentlfie@rata from industry or other third-party sowesad cannot guarantee its accuracy or
completeness. Our estimates and assumptions inviskeand uncertainties and are subject to chbaged on various factors, including
those discussed in Item 1A of this annual report.

Other. As of December 31, 2005, we had approximatel@®@mployees, of which approximately 1,800 were tmens of 12 different
bargaining units represented by the Internatiomatti2rhood of Electrical Workers and the Communmicest Workers of America. We believe
that relations with our employees continue to beegally good. On March 1, 2006, we reduced our ¥eode by approximately 275 jobs, or
4% of our workforce, due to increased competitivespures and the loss of access lines over thedastal years.

We were incorporated under Louisiana law in 1968aive as a holding company for several telephomganies acquired over the
previous 15 to 20 years. Our principal executivice$ are located at 100 CenturyTel Drive, Monitamjisiana 71203 and our telephone
number is (318) 388-9000.

OPERATIONS

According to published sources, we are the eigirtipelst local exchange telephone company in theedi8tates, based on the
approximately 2.2 million access lines we serveDetember 31, 2005. An “access line” is a telepHmmethat connects a home or business
to the public switched telephone network. All of @gcess lines are digitally switched. Through @perating telephone subsidiaries, we
provide local exchange services to predominantiglrareas and small to mid-sized cities in 22 stabur local exchange companies serve an
average of approximately 13 access lines per squégeversus a nationwide average of approximadiéhaccess lines per square mile.

The following table lists additional informationgarding our access lines as of December 31, 2002004.

December 31, 2005 December 31, 2004
Number of Percent of Number of Percent of

State access lines access lines access lines access lines
Wisconsin (1) 444,08 20% 466,02: 20%
Missouri 442,13t 20 458,72: 20
Alabama 261,86 12 275,09: 12
Arkansas 240,84 11 256,13( 11
Washington 176,99 8 182,99( 8
Michigan 102,24¢ 5 108,03( 5
Louisiana 96,32¢ 4 101,35: 4
Colorado 92,04¢ 4 94,13¢ 4
Ohio 76,52¢ 3 80,28 3
Oregon 71,96¢ 3 74,02( 3
Montana 62,17( 3 64,14¢ 3
Texas 40,97¢ 2 43,69 2
Minnesota 29,01 1 30,04¢ 1
Tennessee 25,84 1 26,72¢ 1
Mississippi 23,62 1 24,13 1
New Mexico 6,17¢ * 6,42¢ *
Wyoming 5,99: * 5,90¢ *
Idaho 5,66 & 5,801 &
Indiana 5,16: * 5,34¢ *
lowa 2,01¢ & 2,052 &
Arizona 1,904 * 1,99 *
Nevadz 552 & 552 &

2,214,14 10(% 2,313,621 10(%




* Represents less than 1%.
(1) As of December 31, 2005 and 2004, approximatel$@band 57,700, respectively, of these lines wevaeal and operated by ¢
89%-owned affiliate.

As indicated in the following table, we have expaded growth in our operating revenues over thefpasyears, a substantial portic
which was attributable tthe third quarter 2002 acquisition of telephonepprties from Verizon and the internal growth of tang distance
Internet access businesses.

Year ended or as of December 31,

2005 2004 2003 2002 2001
(Dollars in thousands)

Access lines 2,214,14! 2,313,62! 2,376,11 2,414,56. 1,797,64.
% Residential 75% 75 76 76 76
% Business 25% 25 24 24 24

Long distance lines 1,168,20. 1,067,81 931,76: 798,69 564,85
% Residential 81% 81 80 80 79
% Business 19% 19 20 20 21

Internet customers 356,85: 271,21( 222,62! 184,35 146,94!
% DSL service 70% 53 37 29 17
% Dial-up service 30% 47 63 71 83

Operating revenues $ 2,479,25 2,407,37. 2,367,61 1,971,99 1,679,50.

Capital expenditures $ 414,87 385,31 377,93 386,26 435,51!

As discussed further below, our access lines (skauof acquisitions) have declined in recent yeansl are expected to continue to
decline. To mitigate these declines, we hope t@rapother things, (i) promote long-term relatiopshivith our customers through bundling
of integrated services, (ii) provide new serviGgh as video and wireless, and other additionaicsss that may be made possible by
advances in technology, spectrum sales or improwm&sne our infrastructure, (iii) provide our premiwservices to a higher percentage of our
customers, (iv) pursue acquisitions of additiormhmunications properties if available at attraciviees, (v) increase usage of our networks,
and (vi) market our products to new customers.“Seevices” and “Regulation and Competition.”

S ervices

We derive revenue from providing (i) local exchambgjephone services, (ii) network access servi@gi@dong distance services, (iv)
data services, which includes both DSL and dialr@rnet services, as well as special access avat@iline services, (v) fiber transport,
competitive local exchange and security monitosagvices and (vi) other related services. The ¥alg table reflects the percentage of
operating revenues derived from these respectivices:

2005 2004 2003

Local service 28.2% 29.7 30.1
Network acces 38.7 40.1 42.:
Long distance 7.7 7.8 7.3
Data 12.¢ 11.5 10.4
Fiber transport and CLEC 4.7 3.1 1.8
Other 7.7 7.8 8.1

100.(% 100.C 100.C

Local serviceWe derive our local service revenues by providogal exchange telephone services in our servi@saiecluding basic
dial-tone service through our regular switched rmekwgenerally for a fixed monthly charge. Accased declined 4.3% in 2005, 2.6% in
2004 and 1.6% in 2003. We believe these declingseimumber of access lines were primarily dué¢odisplacement of traditional wireline
telephone services by other competitive servicaseB on current conditions, we expect accesstingscline between 4.5% and 5.5% for



2006.

In exchange for additional charges, we offer enbdnmice services (such as call forwarding, comiegecalling, caller identification,
selective call ringing and call waiting) and dagavices (such as data private line, digital subseriine, frame relay and local area/wide area
networks). In 2005, we continued to expand thelalbdity of enhanced services offered in certairvie areas.

Network accesaVe derive our network access revenues primarilynf(i) providing services to various carriers andtomers in
connection with the use of our facilities to origie and terminate their interstate and intrastaigevtransmissions and (ii) receiving universal
support funds which allows us to recover a portbour costs under federal and state cost recaveghanisms (see - “Regulation and
Competition Relating to Incumbent Local Exchange@gions” below). Our revenues for switched aceesgices depend on the level of call
volume.

Certain of our interstate network access reventebased on tariffed access charges prescribeuebygderal Communications
Commission (“FCC"); the remainder of such revenaiesderived under revenue sharing arrangementsottigr local exchange carriers
(“LECs”) administered by the National Exchange @arAssociation (“NECA”), a quasi-governmental npiofit organization formed by the
FCC in 1983 for such purposes.

Certain of our intrastate network access reventederived through access charges that we bilittastate long distance carriers and
other LEC customers. Such intrastate network aatiesgies are based on tariffed access charged) wtgcsubject to state regulatory
commission approval. Additionally, certain of ontrastate network access revenues, along withstatieand intra-LATA (Local Access and
Transport Areas) long distance revenues, are detiveugh revenue sharing arrangements with otE€d.

The Telecommunications Act of 1996 allows locallextge carriers to file access tariffs on a strezadlibasis and, if certain criteria
are met, deems those tariffs lawful. Tariffs thavd been “deemed lawful” in effect nullify an irdgchange carrier’s ability to seek refunds
should the earnings from the tariffs ultimatelyulesn earnings above the authorized rate of repuascribed by the FCC. Certain of our
telephone subsidiaries file interstate tariffs diewith the FCC using this streamlined filing apach. For those tariffs that have not yet been
“deemed lawful”, we initially record as a liabiliur earnings in excess of the authorized ratetofm, and may thereafter recognize as
revenues some or all of these amounts at the etie gfettlement period or as our legal entitlentiesiteto becomes more certain. We reco
approximately $35.9 million as revenue in the thjcdirter of 2005 as the settlement period relatebe 2001/2002 monitoring period lapsed
on September 30, 2005. We do not expect to hagdetel of revenue settlements occur in 2006. ABexfember 31, 2005, the amount of our
earnings in excess of the authorized rate of ratftacted as a liability on the balance sheettier2003/2004 monitoring period aggregated
approximately $31.5 million. The settlement penietated to the 2003/2004 monitoring period lapseSeptember 30, 2007. We will
continue to monitor the legal status of any progggsithat could impact our entitlement to thesedfun

Long distance We derive our long distance revenues by providatgil long distance services based on eitherausagursuant to flat-
rate calling plans. At December 31, 2005, we pregitbng distance services to nearly 1.2 millioe$inWe continue to add new customers,
although the rate of our customer growth has slowedcent periods. We anticipate that most oflong distance service revenues will be
provided as part of an integrated bundle with dbepservice offerings, including our local exchanglephone service offering.

Data. We derive our data revenues primarily from monthly recurraigrges for providing Internet access serviceh(B&L and dial-
up services) and data transmission services oesiaircuits and private lines. We began offetiraglitional dialup Internet access servic
to our telephone customers in 1995. In late 1999began offering DSL Internet access serviceggla$peed premium-priced data service.
As of December 31, 2005, approximately 75% of aaeas lines were DSérabled. At December 31, 2005, we provided DSL scservice
to over 248,700 customers and dial-up servicey¢o 508,000 customers. During 2005, we added o000 DSL connections.

Fiber transport and CLEC Our fiber transport and CLEC revenues includenexes from our fiber transport, competitive local
exchange carrier (“CLEC”) and security monitoringsimesses.

In late 2000, we began offering competitive locatteange telephone services as part of a bundletteaffering to small to medium-
sized businesses in Monroe and Shreveport, Lowsian February 28, 2002, we purchased the fibevarktand customer base of KMC'’s
operations in Monroe and Shreveport, Louisianaiardine 2005, we purchased the fiber assets inetfpolitan markets from KMC which
allowed us to offer broadband and competitive l@sahange services to customers in these markstsf Becember 31, 2005, our
competitive local exchange markets provided sergia 1,200 miles of lit fiber.

Under the name “LightCore”, we sell fiber capadciyother carriers and businesses over a netwotletttompassed, at December 31,
2005, over 9,200 miles of lit fiber in the centicalited States. We began our fiber transport busidesing the second quarter of 2001, when
we began selling capacity over a 700-mile fibeicophg that we constructed in southern and cemtlighigan. In June 2003, we acquired the
assets of Digital Teleport, Inc., a regional commations company providing wholesale data transgentices to other communications
carriers over its fiber optic network located indglburi, Arkansas, Oklahoma and Kansas. We havethsattwork to sell services to new



and existing customers and to reduce our relianddiod party transport providers. In additionDecember 2003, we acquired
additional fiber transport assets in Arkansas, Missand Illinois from Level 3 Communications, Iro.provide services similar to those
described above.

We offer 24-hour burglary and fire monitoring seas to over 9,000 customers in select markets insiana, Arkansas, Mississippi,
Texas and Ohio.

Other.We derive our other revenues principally by (i)sieg, selling, installing and maintaining custompegmise telecommunications
equipment and wiring, (ii) providing billing and Itection services for third parties, (i) partigifing in the publication of local telephone
directories and (iv) offering our new video andeléss services. We also provide printing, databsseagement and direct mail services and
cable television services.

During 2005, we began offering co-branded satet#itevision service to virtually all householdsoiar service areas, except for the
LaCrosse, Wisconsin market, where we initiatedswuitched digital television service. We continuertonitor the results from this initial
launch of switched digital television service amdrently plan to initiate a second switched digitialeo trial during 2006. In mid-2005, we
completed an agreement with one wireless carrieggell wireless services and, by the end of 20@5¢ffered wireless service through this
agreement to markets serving approximately 17%uofesidential access lines.

From time to time, we also make investments in otloenestic or foreign communications companies.

For further information on regulatory, technologiand competitive changes that could impact ouenees, see “-Regulation and
Competition” under this Item 1 below and “Risk Fastand Cautionary Statements” under Item 1A bekav.more information on the
financial contributions of our various servicess #&m 7 of this annual report.

Federal Financing Programs

Certain of our telephone subsidiaries receive lamg: financing from the Rural Utilities Service (J8”), a federal agency that has
historically provided long-term financing to telepte companies at relatively attractive interestgaf\pproximately 19% of our telephone
plant is pledged to secure obligations of our teteye subsidiaries to the RUS. For additional infation regarding our financing, see our
consolidated financial statements included in I&frerein.

Sales and Marketing

We maintain local offices in most of the populat@anters within our service territories. Theseoaf§i are typically staffed by local
residents and provide sales and customer suppeoiteg in the community. In addition, our stratégyo enhance our communications
services by offering comprehensive bundling of m&wand deploying new technologies to build upgenstrong reputation we enjoy in our
markets and to further promote customer loyalty.

Network Architecture

Our local exchange carrier networks consist ofragiofffice hosts and remote sites, all with advandigital switches (primarily
manufactured by Nortel and Siemens) and operatitiglizensed software. Our outside plant consi$tsamsport and distribution delivery
networks connecting each of our host central offtweour remote central offices, and ultimatelptw customers. As of December 31, 2005,
we maintained over 242,000 miles of copper pladtapproximately 17,800 miles of fiber optic plamtiur local exchange networks. Our
fiber optic cable is the primary transport techiggibetween our host and remote central officesiatedconnection points with other
incumbent carriers. For additional related inforioatsee “- Services - Fiber Transport and CLEC.”

Regulation and Competition Relating to Incumbent Laal Exchange Operations

Traditionally, LECs operated as regulated monopdti@ving the exclusive right and responsibilityptovide local telephone services.
(These LECs are sometimes referred to below asifiifbent LECs” or “ILECs”). Consequently, most of antrastate telephone operations
have traditionally been regulated extensively by state regulatory agencies (generally callgalip service commissions or public utility
commissions) and our interstate operations have teggulated by the FCC. As we discuss in greateildselow, passage of the
Telecommunications Act of 1996 (the “1996 Act”)upbed with state legislative and regulatory initias and technological changes,
fundamentally altered the telephone industry byicgt the regulation of LECs and attracting a saiil increase in the number of
competitors and capital invested in existing and services. We anticipate that these trends towsddced regulation and increased
competition will continue.

The following description discusses some of theomegjdustry regulations that affect us, but numerother regulations not discus



below could also impact us. Some legislation amplilaions are currently the subject of judicial ggedings, legislative hearings i
administrative proposals which could change themaaim which the communications industry operaiésither the outcome of any of th
developments, nor their potential impact on us, lmapredicted at this time. Regulation can chamagédtly in the communications indust
and such changes may have an adverse effect orthus future. See Item 1A of this annual reporobel

State regulation The local service rates and intrastate accesgedaf substantially all of our telephone subsidgare regulated by
state regulatory commissions which typically hawe power to grant and revoke franchises authorieamgpanies to provide communications
services. Most commissions have traditionally rated pricing through “rate of return” regulatiomttiocuses on authorized levels of
earnings by LECs. Historically, most of these cossiuins also (i) regulated the purchase and sdl&®§, (ii) prescribed depreciation rates
and certain accounting procedures, (iii) enfor@usl requiring LECs to provide universal serviceamglblicly filed tariffs setting forth the
terms, conditions and prices of their LEC servi¢®3,0versaw implementation of several federat¢emmunications laws and (v) regulated
various other matters, including certain serviemdards and operating procedures.

In recent years, state legislatures and regulaonymissions in several of the 22 states in whiahtelephone subsidiaries operate h
either reduced the regulation of LECs or have anped their intention to do so, and we expect tigisd will continue. Wisconsin, Missouri,
Alabama, Arkansas and several other states havermepted laws or rulings which require or permitdsgo opt out of “rate of return”
regulation in exchange for agreeing to alternafiivens of regulation which typically permit the LEfteater freedom to establish local service
rates in exchange for agreeing not to charge natescess of specified caps. As discussed furtbkmwp subsidiaries operating over 60% of
our access lines in various states have agreeel governed by alternative regulation plans, anaeveinue to explore our options for similar
treatment in other states. We believe that reduegdlatory oversight of certain of our telephoneragpions may allow us to offer new and
competitive services faster than under the tragitioegulatory process. For a discussion of letiigaregulatory and technological changes
that have introduced competition into the localteme industry, see “-Developments Affecting Coritipet”

Alternative regulation plans govern some or allhef access lines operated by us in Wisconsin, Missélabama and Arkansas, whi
are our four largest markets. The following sumnaeggcribes the alternative regulation plans apiplécto us in these states.

. Our Wisconsin access lines, except for thasgiaed from Verizon in 2000 (which continue toregulated under “rate of
return” regulation), are regulated under variotsrahtive regulation plans. Each of these alteveatgulation plans has a five-year term and
permits us to adjust local rates within specifiagdgmeters if we meet certain quality-of-service mficastructure-development commitments.
These plans also include initiatives designed tonate competition.

. All of our Missouri LECs are regulated underrec@-cap regulation plan whereby basic servicesrate adjusted annually
based on an inflation-based factor; non-basic sesvinay be increased without restriction up to B¥ually. Based on our annual filing with
the Missouri Commission effective September 2005 gatimate a $3.6 million annual reduction in rexenas a result of recent declines in
the inflation-based factor. If the inflation-bagfedtor continues to decline, our revenues will aord to be negatively impacted.

. Beginning in 2005, our Alabama telephone prapsthiave been subject to an alternative regulgtian. Under this plan,
residential and business basic local service railesemain at existing levels for two years, aftenich rates can be increased up to five
percent per year up to a maximum capped level.sRatall other retail services may be adjustededeng on the tier designation establis
under the plan.

. Our Arkansas LECs, excluding the properties medurom Verizon in 2000, are regulated under lkgraative regulation plan
adopted in 1997, which initially froze basic loaald access rates for three years, after whichginh rates can be adjusted based on an
inflation-based factor. Other local rates can hastdd without commission approval; however, swths are subject to commission review
under certain conditions.

Notwithstanding the movement toward alternativeutation, LECs operating approximately 38% of ouat@ccess lines continue to
subject to “rate of return” regulation for intragtg@urposes. These LECs remain subject to the poofestate regulatory commissions to
conduct earnings reviews and adjust service ratdgr of which could lead to revenue reductions.

FCC regulation. The FCC regulates interstate services providedunyelephone subsidiaries primarily by regulatimg interstate
access charges that we bill to long distance coimmpamd other communications companies for useiohetwork in connection with the
origination and termination of interstate voice aada transmissions. Additionally, the FCC has@ibed certain rules and regulations for
telephone companies, including a uniform systemcgbunts and rules regarding the separation of t@ttveen jurisdictions and, ultimately,
between interstate services. LECs must obtain R&pCoaal to use certain radio frequencies, or todfer control of any such licenses. The
FCC retains the right to revoke these licensesdraier materially violates relevant legal reqments.

The FCC requires price-cap regulation of interstateess rates for the Regional Bell Operating Caomegaand permits it for all other
LECs. Under price-cap regulation, limits imposedaatompany’s interstate rates are adjusted peabyimo reflect inflation, productivity



improvement and changes in certain non-controllabgts. We have not elected price-cap regulationdo incumbent operations.
However, the properties we acquired from Verizo8®2 have continued to operate under price-caatgn, as permitted under FCC rules
for acquired properties.

In 2003, the FCC opened a broad intercarrier cosgt@m proceeding with the ultimate goal of cregtnuniform mechanism to be
used by the entire telecommunications industrypByments between carriers originating, terminatir@grying or delivering
telecommunications traffic. The FCC has receivedroarrier compensation proposals from severaldtigigroups, and in early 2005
solicited comments on all proposals previously sittiech to it. Industry negotiations are continuinghithe goal of developing a consensus
plan that addresses the concerns of carriers fibimdaistry segments. Various concepts are undesideration that would attempt to unify
intercarrier rates for all types of traffic to theeatest extent possible. We are involved in thigg@eding and will continue to monitor the
implications of these plans to our operations. €hgm chance that some type of consensus plabevilled at the FCC in 2006. Until this
proceeding concludes and the changes, if any gtextisting rules are established, we cannot estithatimpact this proceeding will have on
our results of operations.

As discussed further below, certain providers ghpetitive communications services are currentlyrequired to compensate ILECs
the use of their networks.

All forms of federal support available to ILECs atarently available to any local competitor thatlifies as an “eligible
telecommunications carrier.” This support couldamage additional competitors to enter our higist service areas, and, as discussed fu
below, place financial pressure on the FCC’s suppagrams.

Our operations and those of all communications@aralso may be impacted by legislation and regulamposing new or greater
obligations related to assisting law enforcemealtstering homeland security, minimizing environnainpacts, or addressing other issues
that impact our business. For example, existingipions of the Communications Assistance for LavioEtement Act and FCC regulations
implementing this Act require communications cagi® ensure that their equipment, facilities, aarvices are able to facilitate authorized
electronic surveillance. These laws and regulatioag cause us to incur additional costs.

Universal service support funds, revenue sharimgragements and related matter& significant number of our telephone subsidigrie
recover a portion of their costs from the federaivgrsal Service Fund (the “USF") and from sim#&ate “universal support” mechanisms.
Disbursements from these programs traditionallyehallowed LECs serving small communities and rarahs to provide communications
services on terms and at prices reasonably compaathose available in urban areas. A signifigaortion of our support payments vary
over time based on our average cost to serve cessotompared to national cost averages. The tafdevisets forth the amounts received by
our telephone subsidiaries in 2005 and 2004 fraerf@ and state universal support programs.

Year ended December 31,

2005 2004
% of Total % of Total
2005 2004
Amount Operating Amount Operating
Support Program Received Revenues Received Revenues
(amounts in millions)

USF High Cost Loop Support $ 174.¢ 7.1% $ 187.¢ 7.8%
Other USF Support Programs $ 139.2 5.6% $ 141t 5.¢%
Total Federal USF Receipts $ 314.1 12.7% $ 329.¢ 13.7%
State Support Programs $ 37.€ 15% $ 35.¢ 1.58%
TOTAL $ 351.7 14.2% $ 365.2 15.2%

As mandated by the 1996 Act, in May 2001 the FCdifreal its existing universal service support meatbkm for rural telephone
companies by adopting an interim mechanism fovexfiear period, which ends June 30, 2006, basedrdredded, or historical, costs that
provides relatively predictable levels of supporttany LECs, including substantially all of our LEC

Wireless and other competitive service providergiooe to seek eligible telecommunications carfiEf C”) status in order to receive
USF support, which, coupled with changes in usddgelecommunications services, have placed stneshk@USF’s funding mechanism.
These developments have placed additional finapecggsure on the amount of money that is necessahavailable to provide support to all
eligible service providers, including support payrseve receive from the USF High Cost Loop suppooggram. As a result of the continued



increases in the nationwide average cost per lacif used to allocate funds among all recipiecasiged by a decrease in the size of
the High Cost Loop support program and increasesqgoests for support from the USF), we believetotal payments from the USF will
continue to decline in the near term under the BGirent rules. Based on recent FCC filings, wiate our 2006 revenues from the USF
High Cost Loop support program will be approximgat&8-12 million lower than 2005 levels due to irages in the nationwide average cost
per loop factor.

In late 2002, the FCC requested that the Fedestit Sbint Board (“FSJB”) on Universal Service rewiearious FCC rules governing
high cost universal service support, including suiegarding eligibility to receive support paymeintsnarkets served by LECs and
competitive carriers. In early 2003, the FSJB idsai@otice for public comment on whether preselatsrtulfill their purpose or should be
modified. In early 2004, the FSJB recommended aprehensive general review of the high-cost supp@cthanisms for rural and non-rural
carriers, coupled with more specific recommendatiom the process of designating ETCs and disbugsipgort payments. On August 16,
2004, the FSJB released a notice requesting corsmarthe FCC's current rules for the provision ighkcost support for rural companies,
including comments on whether eligibility requiremteshould be amended in a manner that would aglyeaffect larger rural LECs such as
us. In addition, the FCC has taken various othegrssin anticipation of restructuring universal ssgsupport mechanisms, including opening
a docket that will change the method of fundingtdbntions. The FCC is expected to issue soon daraxddressing a new type of
contribution methodology. In the event that doeshappen, we believe, but cannot assure you, tileae€C will likely extend the interim
mechanism now in place before it lapses on Jun2CBls.

In August 2005, the FSJB sought comments on fauausge proposals to modify the distribution of H@bst Loop support funds.
Each of the proposals provides the state publidaEEcommissions a greater role in the supportidigion process, which would remain
subject to specific FCC guidelines. Due to the framdature of these proposals, we cannot estirhatérpact, if any, that such proposals
would have on our operations. In addition, thereaanumber of judicial appeals challenging sevespects of the FCC's universal service
rules and various Congressional proposals seekinglistantially modify USF programs, all of whigleate additional uncertainty regarding
our future receipt of support payments. We have lzewl will continue to be active in monitoring teetevelopments.

In 2004, the FCC mandated changes in the admitigiraf the universal service support programs thatporarily suspended the
disbursement of funds under the USF’s E-rate pradffar service to Schools and Libraries), and, nsigaificantly, created questions that
these administrative changes could similarly déteydisbursement of funds to LECs from the Univiegsaivice High Cost Loop support
program. In December 2004, Congress passed &éilgtanted the USF a one-year exemption frometiertl law that impacted the E-rate
program. In April 2005, the Chairman of the FCC iy stated that the USBE’High Cost Loop support program complies withapelicable
rules regarding the appropriate disbursement aisuim December 2005, Congress passed a bill taatef the USF a further one-year
exemption from these administrative requirements.

In the second quarter of 2005, the Louisiana Piudiczice Commission (“LPSC”) adopted an order tratsferred the existing $42
million Louisiana Optional Service Fund (“LOS Fufdfito a state universal service fund effective Astg31, 2005. In recent years we
received approximately $21 million annually frone thOS Fund, and we expect to receive similar ansunter the new fund. The new state
universal service fund expands the base of contiibuo all telecommunications service providersrafing in the state. In June 2005, two
telecommunications service providers served the@ ®R&h an appeal (currently pending review by tloelisiana Supreme Court) of the new
fund. As such, there can be no assurance thaetivdund will remain as adopted by the LPSC or fhiatling levels will remain at current
levels.

Some of our telephone subsidiaries operate inssteltere traditional cost recovery mechanisms, @lintyrate structures, are under
evaluation or have been modified. See “- State R¢ign.” There can be no assurance that thesesstallecontinue to provide for cost
recovery at current levels.

All of our interstate network access revenues aset on access charges, cost separation studipsmal settlement arrangements,
many of which are administered by the FCC or NEGge “- Services.”

Certain long distance carriers continue to reqtiestcertain of our LECs reduce intrastate acca#féad rates. Long distance carriers
have also aggressively pursued regulatory or lagjs changes that would reduce access rates.-Sesvices - Network Access” above for
additional information.

Developments affecting competitiofihe communications industry continues to undéugdamental technological, regulatory and
legislative changes which are likely to signifidgrimpact the future operations and financial parfance of all communications companies.
Primarily as a result of regulatory and technolagjghanges, competition has been introduced anoeaged in each sector of the telephone
industry in recent years. As a result, we incraglgiface competition from other communication seevproviders.

Wireless telephone services increasingly constawignificant source of competition with LEC sess, especially since wireless
carriers have begun to compete effectively on tmshof price with more traditional telephone segsi As a result, some customers have



chosen to completely forego use of traditional iineephone service and instead rely solely on wssglservice. This trend is more
pronounced among residential customers, which cis@@5% of our access line customers. We anticighagetrend will continue, particular
if wireless service providers continue to expargrtboverage areas, reduce their rates, improvguhéty of their services, and offer
enhanced new services. Most of our access lin@mess are currently capable of receiving wirelessises from a competitive service
provider. Technological and regulatory developmémtllular telephone, personal communicationsises, digital microwave, satellite,
coaxial cable, fiber optics, local multipoint dibtition services and other wired and wireless telifgies are expected to further permit the
development of alternatives to traditional landlgsevices. In late 2005, we began offering our @sftel branded wireless reseller service in
select markets and expect to expand such offevimghier markets in the near future.

The 1996 Act, which obligates LECs to permit contpet to interconnect their facilities to the LEEQietwork and to take various otl
steps that are designed to promote competitionpg®p several duties on a LEC if it receives a fipaeiquest from another entity which
seeks to connect with or provide services usind-B@’s network. In addition, each incumbent LE®Idigated to (i) negotiate
interconnection agreements in good faith, (ii) pelevnondiscriminatory “unbundled” access to allexgp of the LEC’s network, (iii) offer
resale of its telecommunications services at wiatdesates and (iv) permit competitors, on terms@malitions (including rates) that are just,
reasonable and nondiscriminatory, to collocater thieysical plant on the LEC’s property, or provideual collocation if physical collocation
is not practicable. During 2003, the FCC releasaa rules outlining the obligations of incumbent L& lease to competitors elements of
their circuit-switched networks on an unbundledidas prices that substantially limited the prdfitay of these arrangements to incumbent
LECs. On March 2, 2004, a federal appellate coachted significant portions of these rules, inalgdhe standards used to determine which
unbundled network elements must be made availaldempetitors. In response to this court decisioni-ebruary 4, 2005, the FCC released
rules (effective March 11, 2005) that required imtxent LECs to lease a network element only in tisits@tions where competing carriers
genuinely would be impaired without access to suetivork element, and where the unbundling wouldimetfere with the development of
facilities-based competition. These rules are frrttesigned to remove unbundling obligations owee tas competing carriers deploy their
own networks and local exchange competition inereas

Under the 1996 Act’s rural telephone company exempapproximately 50% of our telephone accesslare exempt from certain of
the 1996 Act’s interconnection requirements unéws until the appropriate state regulatory comraissiverrides the exemption upon receipt
from a competitor of a bona fide request meetintpae criteria. States are permitted to adopt lawsegulations that provide for greater
competition than is mandated under the 1996 Actilé\fompetition through use of our network is diithited in most of our markets, we
expect to receive additional interconnection retpigsthe future from a variety of resellers ancilfées-based service providers.

In addition to these changes in federal regulatdif the 22 states in which we provide telephservices have taken legislative or
regulatory steps to further introduce competitioto ithe LEC business.

As a result of these regulatory developments, ILECseasingly face competition from competitivedbexchange carriers (“CLECS"),
particularly in high population areas. CLECs pra&vibmpeting services through reselling the ILEGsal services, through use of the ILECs’
unbundled network elements or through their owilifees. The number of companies which have reqeabaiuthorization to provide local
exchange service in our service areas has incréasedent years, especially in our Verizon marketguired in 2002 and 2000. We anticig
that similar action may be taken by other competito the future, especially if all forms of fedesapport available to ILECs continue to
remain available to these competitors.

Technological developments have led to the devedmtrof new services that compete with traditioraCLservices. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched teleph@wvice over their cable networks, and
several national cable companies have aggresgivedued this opportunity. Recently several largeteic utilities have announced plans to
offer communications services that compete with EERecent improvements in the quality of "Voice+elrgernet Protocol” ("VolP")
service have led several cable, Internet, dateottret communications companies, as well as sfatempanies, to substantially increase 1
offerings of VolP service to business and resi@gictistomers. VolP providers route calls partialiyvholly over the Internet, without use of
ILEC's circuit switches and, in certain cases, aithuse of ILEC's networks to carry their commuti@as traffic. VolP providers use existil
broadband networks to deliver flat-rate, all distanalling plans that may offer features that caneadily be provided by traditional LECs.
These plans may also be priced below those cuyreh#irged for traditional local and long distanglephone services for several reasons,
including lower network cost structures and theentrability of VolP providers to use ILECs’ netwesrwithout paying access charges. In
December 2003, the FCC initiated rulemaking thaixjsected to address the effect of VolP on intei®acompensation, universal service i
emergency services. On March 10, 2004, the FC@getta notice of proposed rulemaking seeking cornarethe appropriate regulatory
treatment of VolIP service and related issues. Algfiithe FCC's rulemaking regarding VolP-enabledises remains pending, the FCC has
adopted orders establishing broad guidelines ®réigulation of such services, including (i) aniRp®04 order that found an IP-telephony
service using the public switched telephone netvioe a regulated telecommunications service stibjanterstate access charges, (i) a
November 2004 order that Inter-based services provided by Vonage Holdings Cotjfmrahould be subject to federal rather than state
regulation and (iii) a June 2005 order requiririgvalP service providers whose services are intenected to the public switched telephone
network to provide E-911 services to their custanbr addition, in March 2005, Level 3 Communicasipinc. withdrew its petition
requesting the FCC to forbear from imposing intgestind intrastate access charges on Internet-baliedhat originate or terminate on the



public switched telephone network. There can bassurance that future rulemaking will be on terav®fable to ILECs, or that VolP
providers will not successfully compete for ourtomsers.

Similar to us, many cable, entertainment, technplargother communications companies that previooffigred a limited range of
services are now offering diversified bundles of/eees, either through their own networks, resgliamrangements or joint ventures. As such,
a growing number of companies are competing toestr® communications needs of the same customer $ash activities will continue to
place downward pressure on the demand for our sdices.

In addition to facing direct competition from thge@viders described above, ILECs increasingly famapetition from alternate
communication systems constructed by long distaaceers, large customers or alternative accesdaresnThese systems, which have
become more prevalent as a result of the 1996aketcapable of originating or terminating callshwiit use of the ILECs’ networks or
switching services. Other potential sources of cefitipn include noncarrier systems that are capablg/passing ILECs’ local networks,
either partially or completely, through substitatiof special access for switched access or throoghentration of telecommunications traffic
on a few of the ILECs’ access lines. We anticighge all these trends will continue and lead toéased competition with our LECs.

Significant competitive factors in the local teleple industry include pricing, packaging of serviaad features, quality and
convenience of service and meeting customer naedsas simplified billing and timely response toveee calls.

As the telephone industry increasingly experiermspetition, the size and resources of each raspemimpetitor may increasingly
influence its prospects. Many companies currentbywiding or planning to provide competitive commeation services have substantially
greater financial and marketing resources thanavercwn larger or more diverse networks than dargddition, most of them are not
subject to the same regulatory constraints as we ar

We anticipate that the traditional operations ofdsBwill continue to be impacted by continued retpriaand technological
developments affecting the ability of LECs to attrand retain customers and the capability of wsglcompanies, long distance companies,
CLEC:s, cable television companies, VolP providelsctric utilities and others to provide compettivEC services. Competition relating to
traditional LEC services has thus far affecteddangban areas to a greater extent than rural, babhwand small urban areas such as those in
which we operate. We intend to actively monitorseneevelopments, to observe the effect of ememgpnypetitive trends in larger markets
and to continue to evaluate new business oppoigsritiat may arise out of future technologicalidigive and regulatory developments.

While we expect our operating revenues in 2006tdinue to experience downward pressure primarily @ continued access line
losses and reduced network access revenues, wetaxod declines to be partially offset primarilyedo increased demand for our fiber
transport, DSL and other nonregulated product wifgr (including our new video and wireless initr@s mentioned above).

Regulation and Competition Relating to Other Operatons

Long Distance OperationsWe offer intra-LATA, intrastate and interstatedpdistance services. State public service comarissi
generally regulate intra-LATA toll calls within treame LATA and inter-LATA toll calls between diféart LATAs located in the same state.
Federal regulators have jurisdiction over inteestatl calls. Recent state regulatory changes hrasreased competition to provide intt&TA
toll services in our local exchange markets. Coitipatfor intrastate and interstate long distanee/iges has been intense for several years,
and focuses primarily on price and pricing plamg] secondarily on customer service, reliability anchmunications quality. Traditionally,
our principal competitors for providing long distanservices were AT&T, MCI, Sprint, regional phamnpanies and dial-around resellers.
Increasingly, however, we have experienced conipetitom newer sources, including wireless and fégked broadband providers, and as a
result of technological substitutions, includingl?@and electronic mail.

Data Operations In connection with our data business, we facepmiition from Internet service providers, sateltitimpanies and
cable companies which offer both dial-up Interretess services and high-speed broadband servised.Pecember 31, 2005, we believe
approximately 54% of our local exchange marketaeglapped by Internet-operable cable systemsyMéathese competitors offer content
and other support services that we cannot matcheder, many of these providers have traditionladign subject to less rigorous regulatory
scrutiny than our subsidiaries and, unlike us, waxterequired to offer broadband access on a stk basis to competitors. In September
2005, however, the FCC released an order (effectivilovember 16, 2005) declaring that facilitiesdzhwireline broadband Internet access
service is an “information service” and should egulated in a manner similar to the largely unratpd broadband Internet access services
offered by cable companies. One year after thertwadfective date, we will no longer be obligateadttmtinue offering broadband access
stand-alone basis to competing unaffiliated Inteseevice providers. In addition, this order pressarthe current method of assessing
universal service contributions on DSL revenuesaf@i70-day period after the effective date of tteeq or until the FCC adopts a new
contribution methodology to the universal serviged. The FCC is currently conducting several othlemakings considering the regulatory
treatment of broadband services, the outcomes mhwdould significantly impact our competitive piocin.

Fiber Transport OperationsWhen our fiber transport networks are used toigmintrastate telecommunications services, wetmus



comply with state requirements for telecommunig#iatilities, including state tariffing requiremento the extent our facilities are
used to provide interstate communications, we abgest to federal regulation as a non-dominant comearrier. Due largely to excess
capacity, the fiber transport industry is highlyrguetitive. Our primary competitors are from othemenunications companies, many of wt
operate networks and have resources much largeotna. In addition, new IP-based services may lenadowv entrants to transport data at
prices lower than we currently offer.

CLEC Operations Competitive local exchange carriers are subjecettain reporting and other regulatory requireisiéy the FCC
and state public service commissions, althougliéggee of regulation is much less substantial thanimposed on ILECs operating in the
same markets. Local governments also frequentlyiregompetitive local exchange carriers to obli@enses or franchises regulating the use
of rights-of-way necessary to install and operhtgrtnetworks. In each of our CLEC markets, we femapetition from the ILEC, which
traditionally has long-standing relationships withcustomers. Over time, we may also face conipetitom one or more other CLECs, or
from other communications providers who can providmparable services.

OTHER DEVELOPMENTS

In February 2006, our board of directors approvéd.a billion stock repurchase program. We purctidke first $500 million of
common stock in late February 2006 under accekbistiare repurchase agreements with investment laawtkdater this year, we expect to
commence repurchasing the $500 million balancé®ft.0 billion program through open market or sty negotiated transactions, or
another accelerated share repurchase program. 8&Vepsly repurchased approximately $401.0 mill®b86.7 million and $437.5 million of
our shares under separate repurchase programsrsagpnoFebruary 2004, February 2005 and May 20&pectively. For additional
information, see Liquidity and Capital Resourceduded in Item 7 of this report.

Item 1A. Risk Factors

RISK FACTORS AND CAUTIONARY STATEMENTS

Risk Factors

Any of the following risks could materially and aatgely affect our business, financial conditiosutts of operations, liquidity or
prospects. The risks described below are not thertsks facing us. Please be aware that additioek$ and uncertainties not currently
known to us or that we currently deem to be imnialteould also materially and adversely affect business operations.

Risks Related to Our Busine:
We face competition, which could adversely affest u

As a result of various technological, regulatorg ather changes, the telecommunications industsyoleaome increasingly
competitive, and we expect these trends to contidgeve discuss further below, competition hasltedun access line losses, which we
expect will accelerate in 2006. In our LEC markets,face competition from wireless telephone sesjigvhich we expect to increase if
wireless providers continue to expand and imprbedr inetwork coverage, lower their prices and offiehanced services. In certain of our
LEC markets, we face competition from cable telievisoperators and CLECs. Over time, we expectade fdditional local exchange
competition from more recent market entrants, idiclg VVolP providers and electric utilities, and @pect continued competition from
alternative networks or non-carrier systems designeeduce demand for our switching or accessavThe Internet, long distance and
data services markets are also highly competitind, we expect that competition will intensify iretie and other markets that we serve.

We expect competition to intensify as a result@frcompetitors and the development of new techiedogroducts and services. We
cannot predict which future technologies, productservices will be important to maintain our coiipee position or what funding will be
required to develop and provide these technologiesjucts or services. Our ability to compete sssfidly will depend on how well we
market our products and services and on our alddignticipate and respond to various competitivet t'@chnological factors affecting the
industry, including changes in regulation (whichynadfect us differently from our competitors), clgas in consumer preferences or
demographics, and changes in the product offelangsicing strategies of our competitors.

Many of our current and potential competitors henagket presence, engineering, technical and maiketpabilities and financial,
personnel and other resources substantially grad@arours. In addition, some of our competitors davger and more diverse networks, can
conduct operations or raise capital at a lower ttest we can, are subject to less regulation, lawer benefit plan costs, or have



substantially stronger brand names. Consequertigescompetitors may be able to charge lower pfmetheir products and services,
to offer more attractive service bundles, to depelnd expand their communications and network stfuatures more quickly, to adapt more
swiftly to new or emerging technologies and charigesistomer requirements, and to devote greaseurees to the marketing and sale of
their products and services than we can.

Competition could adversely impact us in severalsyincluding (i) the loss of customers and masketre, (ii) the possibility of
customers reducing their usage of our servicegittirgy to less profitable services, (iii) our neidower prices or increase marketing
expenses to remain competitive and (iv) our ingbib diversify by successfully offering new prodisior services.

We could be harmed by rapid changes in technology.

The communications industry is experiencing sigaifit technological changes, particularly in theaaref VolP, data transmission and
wireless communications. Recently, several largetgt utilities have announced plans to offer caminations services that compete with
LECs. Some of our competitors may enjoy networkaadages that will enable them to provide servicesenefficiently or at lower cost.
Rapid changes in technology could result in thestigyment of products or services that compete warittisplace those offered by traditional
LECs. We may not be able to obtain timely accesst® technology on satisfactory terms or incorporaw technology into our systems i
cost effective manner, or at all. If we cannot depanew products to keep pace with technologicabades, or if such products are not wic
embraced by our customers, we could be adversglgdtad.

We cannot assure you that our business will growtbat our diversification efforts will be succesdfu

Due to the above-cited changes, the telephone irydioas recently experienced a decline in access lintrastate minutes of use and
long distance minutes of use. While we have neténpast suffered as much as a number of other dLfEltn recent industry challenges, the
recent decline in access lines and usage, couptadive other changes resulting from competitieehhological and regulatory
developments, could materially adversely effectaare business and future prospects. Our accessdieclined 4.3% in 2005 and we expect
our access lines to decline between 4.5% and 5152606. We also earned less intrastate revenu2@0i due to reductions in intrastate
minutes of use (partially due to the displaceméminutes of use by wireless, electronic mail atfteo optional calling services). We believe
our intrastate minutes of use will continue to deslalthough the magnitude of such decrease isrtain.

Until recently, we have traditionally sought grovigingely through acquisitions of properties simtlathose currently operated by us.
However, we cannot assure you that propertieshgitivailable for purchase on terms attractive tgadicularly if they are burdened by
regulations, pricing plans or competitive pressuines are new or different from those historicalfplicable to our incumbent properties.
Moreover, we cannot assure you that we will be &bkrrange additional financing on terms acceptabus.

In recent years, we have attempted to broadenesuice and product offerings. During 2005, we begiaviding co-branded satellite
television services and reselling wireless serviasepart of our bundled product and service offgit©ur reliance on other companies and
their networks to provide these services could waisour flexibility and limit the profitability bthese new offerings. In addition, we rece
launched our facilities-based digital video offerito select markets in Wisconsin. We anticipatsehsew offerings will dilute our earnings
for 2006 by approximately $.06 to $.08 per shakaitl provide lower profit margins than many ofrdwaditional services. As such, to the
extent revenues from these new offerings replacentges lost from declines in our traditional LEGipess, our overall profit margins will
decline. We cannot assure you that our recent sifigation efforts will be successful.

Future deterioration in our financial performanoeld adversely impact our credit ratings, our adstapital and our access to the
capital markets.

Our future results will suffer if we do not effeately manage our operations.
In the past few years, we have expanded our opesathrough acquisitions and new product and semwfferings, and we may pursue
similar growth opportunities in the future. Ourdtg success depends, in part, upon our abilitydnage our expansion opportunities,

including our ability to:

« retain and attract technological, managerial ahérdtey personnel

effectively manage our day to day operations wéiitempting to execute our business strategy ofredipg our emerging businesses

realize the projected growth and revenue targetsldped by management for our newly acquired anergimg businesses, and

continue to identify new acquisition or growth opjpmities that we can finance, consummate and ¢peraattractive terms.



Expansion opportunities pose substantial challefgyags to integrate new operations into our ergstousiness in an efficient and
timely manner, to successfully monitor our operragiccosts, regulatory compliance and service gqualitd to maintain other necessary
internal controls. We cannot assure you that teéfeets will be successful, or that we will realiaar expected operating efficiencies, cost
savings, revenue enhancements, synergies or athefits. If we are not able to meet these challerggectively, our results of operations
may be harmed.

Network disruptions could adversely affect our opéng results.

To be successful, we will need to continue provgdiir customers with a high capacity, reliable secure network. Some of the risks
to our network and infrastructure include:

» power losses or physical damage to our access lirtether caused by fire, adverse weather conditi@mrorism or otherwise
 capacity limitations

« software and hardware defects

» breaches of security, including sabotage, tampgdognputer viruses and break-ins, and

« other disruptions that are beyond our control.

Disruptions or system failures may cause interangiin service or reduced capacity for customégeriice is not restored in a timely
manner, agreements with our customers or servéeelatds set by state regulatory commissions cdaligaie us to provide credits or other
remedies, and this would reduce our revenues ogase our costs. Service disruptions could alsadarour reputation with customers,
causing us to lose existing customers or havecdiffj attracting new ones.

Any failure or inadequacy of our information techriogy infrastructure could harm our business.

The capacity, reliability and security of our infeation technology hardware and software infrastmec{including our billing systems)
is important to the operation of our current busievhich would suffer in the event of system faitu Likewise, our ability to expand and
update our information technology infrastructuregaponse to our growth and changing needs arerfamido the continued implementation
of our new service offering initiatives. Our inatyilto expand or upgrade our technology infrastiteicould have adverse consequences,
which could include the delayed implementation ®ivrservice offerings, service or billing interrusts, and the diversion of development
resources.

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

We depend on a limited number of suppliers and eentbr equipment and services relating to our pdtvinfrastructure. If these
suppliers experience interruptions or other prolslei@livering these network components to us omalyi basis, our operations could suffer
significantly. To the extent that proprietary teotogy of a supplier is an integral component of oetwork, we may have limited flexibility
purchase key network components from alternatippléers. We also rely on a limited number of otbemmunications companies in
connection with reselling long distance, wirelesd aatellite entertainment services to our custemaraddition, we rely on a limited number
of software vendors to support our business managegystems. In the event it becomes necessagetoadternative suppliers and vendors,
we may be unable to obtain satisfactory replacemanplies or services on economically attractiventg on a timely basis, or at all, which
could increase costs or cause disruptions in qurcss.

Our relationships with other communications compas are material to our operations and their finatidifficulties may adversel
affect us.

We originate and terminate calls for long distacagiers and other interexchange carriers ovenetwork in exchange for access
charges that represent a significant portion ofreuenues. Should these carriers go bankrupt @reqee substantial financial difficulties,
our inability to timely collect access charges friivtam could have a negative effect on our busiaadsresults of operations.

We depend on key members of our senior managenmesuint
Our success depends largely on the skills, expegiand performance of a limited number of senificefs, none of whom are parties

to employment agreements. Competition for senianagament in our industry is intense and we may défieulty retaining our current
senior managers or attracting new ones in the edfegetminations or resignations.



We could be affected by certain changes in laborttass.

At December 31, 2005, approximately 26% of our exyeés were members of 12 separate bargainingrepitessented by two
different unions. From time to time, our labor agreents with these unions lapse, and we typicaljptiate the terms of new agreements. We
cannot predict the outcome of these negotiatiorsnvely be unable to reach new agreements, and eniployees may engage in strikes,
work slowdowns or other labor actions, which cowmlaterially disrupt our ability to provide servicés.addition, new labor agreements may
impose significant new costs on us, which couldampur financial condition or results of operasdn the future. Moreover, our post-
employment benefit offerings cause us to incursast faced by many of our competitors, which cautianately hinder our competitive
position.

Risks Related to Our Regulatory Environment
Our revenues could be materially reduced or our erges materially increased by changes in regulasion

The majority of our revenues are substantially depat upon regulations which, if changed, couldultesy material revent
reductions. Laws and regulations applicable tontgs@r competitors may be, and have been, chalieimgthe courts, and could be chan
by federal or state legislators. Any of the follagicould significantly impact us:

Risk of loss or reduction of network access chaegenuesA significant portion of our network access revenaee paid to us by
intrastate and interstate long distance carriarsifiginating and terminating calls in the regiawms serve. The amount of access charge
revenues that we receive is based largely on satelsy federal and state regulatory bodies, and sates could change. In 2003, the FCC
opened a broad intercarrier compensation proceeglatds expected to overhaul the current systemdmpensating carriers originating,
terminating, carrying and delivering telecommunimas traffic. This proceeding could materially incpaur results of operations. In addition,
our financial results could be harmed if carriérattuse our access services become financiallsed&td or bypass our networks, either due to
changes in regulation or other factors. Furthermaceess charges currently paid to us could betddéo competitors who enter our markets
or expand their operations, either due to changesgulation or otherwise.

Risk of loss or reduction of support fund paymems.receive a substantial portion of our revenuesifthe federal Universal Service
Fund and, to a lesser extent, intrastate suppodsfurhese governmental programs are reviewedrardded from time to time, and we
cannot assure you that they will not be changathpacted in a manner adverse to us. In August 28®dderal-state joint board requested
comments on the FCC'’s current rules for high-cappsrt payments to rural telephone companies, diispicomments on whether eligibility
requirements should be amended in a manner thdthaolwersely affect larger rural LECs such as m#\dgust 2005, this board sought
comments on proposals to modify the distributior@tain key federal support funds. Pending judlmmpeals and Congressional proposals
create additional uncertainty regarding our futaeeipt of support payments. We cannot estimatépact that these developments will
have on us.

Recent changes in the nationwide average costoper factors used by the FCC to allocate suppordSumave reduced our rece
from the main support program administered by #uefal Universal Service Fund. These changes rddugereceipts from such program
$13.1 million in 2005 compared to 2004, and we ekgigese changes will further reduce our receiasfsuch program by approximately
to $12 million in 2006 compared to 2005. In additithe number of eligible telecommunications casrieceiving support payments from-
program continues to increase, which, coupled wither factors, is placing additional financial g@® on the amount of money tha
necessary and available to provide support paymentdl eligible recipients, including us. As a utsof the continued increases in
nationwide average cost per loop factor (causeal thgcrease in the size of the USF High Cost Loppatt program and increases in requ
for support from the Universal Service Fund), wéidwve the aggregate level of payments we receiom fthe Universal Service Fund v
continue to decline in the near term under the BGQtrent rules.

Risk of loss of statutory exemption from burdensioeeconnection rules imposed on incumbent logahange carriers
Approximately 50% of our telephone access linesammpt from the 1996 Act’s more burdensome requéires governing the rights of
competitors to interconnect to incumbent local exaje carrier networks and to utilize discrete netvabements of the incumbent’s network
at favorable rates. If state regulators decideithatin the public’s interest to impose these enburdensome interconnection requirements on
us, we would be required to provide unbundled ndtvetements to competitors. As a result, more cditgse could enter our traditional
telephone markets than we currently expect, regplti lower revenues and higher additional admiaiste and regulatory expenses.

Risk of losses from earnings reviewgotwithstanding the movement toward alternatietesregulation, LECs operating approximately
38% of our total access lines continue to be stlbjetrate of return” regulation for intrastate poses. These LECs remain subject to the
powers of state regulatory commissions to condastirgs reviews and adjust service rates, whiclddead to revenue reductions.

Risks posed by costs of regulatory compliarRegulations continue to create significant coempdie costs for us. Challenges to our
tariffs by regulators or third parties or delaybtaining certifications and regulatory approvaisild cause us to incur substantial legal and



administrative expenses, and, if successful, shallenges could adversely affect the rates thaangeable to charge our customers.
Our business also may be impacted by legislatiahragulation imposing new or greater obligatioriatesl to assisting law enforcement,
bolstering homeland security, minimizing environaimpacts, or addressing other issues that impacbusiness. For example, existing
provisions of the Communications Assistance for lEviorcement Act require communications carriersrisure that their equipment,
facilities, and services are able to facilitatehatized electronic surveillance. We expect our ciianpe costs to increase if future legislation
or regulations continue to increase our obligatimnassist other governmental agencies.

Regulatory changes in the communications industyutd adversely affect our business by facilitatiggeater competition against
us.

The 1996 Act provides for significant changes armtéased competition in the communications industigiuding the local
communications and long distance industries. Thisahd the FCC’s implementing regulations remaijestt to judicial review and
additional rulemakings, thus making it difficult poedict what effect the legislation will have os1and our competitors. Several regulatory
and judicial proceedings have recently concludesl yaderway or may soon be commenced, that adidsagss affecting our operations and
those of our competitors. Moreover, certain comniesinationwide have expressed an interest in kstély a municipal telephone utility
that would compete for customers. We cannot prede&butcome of these developments, nor can weetisat these changes will not have a
material adverse effect on us or our industry.

We are subject to significant regulations that litaur flexibility.

As a diversified full service incumbent local exabe carrier, or ILEC, we have traditionally beebjsuat to significant regulation that
does not apply to many of our competitors. Forainse, unlike many of our competitors, we are suligetederal mandates to share facilities,
file and justify tariffs, maintain certain accouatsd file reports, and state requirements thapat#i us to maintain service standards and limit
our ability to change tariffs in a timely mannehig regulation imposes substantial compliance amstss and restricts our ability to raise
rates, to compete and to respond rapidly to chgnigidustry conditions. Although newer alternatieenfis of regulation permit us greater
freedoms in several states in which we operatg, tbaetheless typically impose caps on the ratswik can charge our customers. As our
business becomes increasingly competitive, regylalisparities between us and our competitors couftede our ability to compete.
Litigation and different objectives among fedenadl state regulators could create uncertainty ametéa our ability to respond to new
regulations. Moreover, changes in tax laws, reguiator policies could increase our tax rate, paldrly if state regulators continue to search
for additional revenue sources to address budgetfalis. We are unable to predict the future attiof the various regulatory bodies that
govern us, but such actions could materially aftectbusiness.

For a more thorough discussion of the regulatayés that may affect our business, see “- Opesitaimove.
Other Risks
We have a substantial amount of indebtedness.

We have a substantial amount of indebtedness.cbhilsl hinder our ability to adjust to changing metrind economic conditions, as
well as our ability to access the capital marketefinance maturing debt in the ordinary coursbusiness. In connection with executing our
business strategies, we are continuously evalugtimgossibility of acquiring additional communioas assets, and we may elect to finance
acquisitions by incurring additional indebtednédereover, to respond to the competitive challerdjssussed above, we may be required to
raise substantial additional capital to finance peaduct or service offerings. Our ability to argeradditional financing will depend on,
among other factors, our financial position andqrenance, as well as prevailing market conditiong ather factors beyond our control. We
cannot assure you that we will be able to obtadtitamhal financing on terms acceptable to us alktf we are able to obtain additional
financing, our credit ratings could be adversefe@td. As a result, our borrowing costs wouldlifkacrease, our access to capital may be
adversely affected and our ability to satisfy obligations under our current indebtedness coulddversely affected.

Our agreements and organizational documents and laggble law could limit another party’s ability tacquire us at a premium.

Under our articles of incorporation, each shareasfimon stock that has been beneficially owned bystime person or entity
continually since May 30, 1987 generally entitles holder to ten votes on all matters duly submhittea vote of shareholders. As of Febrt
28, 2006, the holders of our ten-vote shares hghdaximately 41% of our total voting power. In atitoti, a number of other provisions in our
agreements and organizational documents, incluglimghareholder rights plan, and various provisimfrepplicable law may delay, defer or
prevent a future takeover of CenturyTel unlessdkeover is approved by our board of directorssToiuld deprive our shareholders of any
related takeover premium.

We face other risks.



The list of risks above is not exhaustive, and sloould be aware that we face various other risBsaFdescription of additional risks,
please see “- Operations” above, “ - Forward-Logkstatements” below, and the other items of thimuahreport, particularly ltems 3, 7 and
8.

Forward-Looking Statements

This report on Form 18-and other documents filed by us under the federalrrities laws include, and future oral or writttatement
or press releases by us and our management magd@dertain forward-looking statements, includivithout limitation statements with
respect to our anticipated future operating andrfaial performance, financial position and liquidigrowth opportunities and growth rates,
acquisition and divestiture opportunities, busin@sspects, regulatory and competitive outlookestinent and expenditure plans, investn
results, financing opportunities and sources (idicig the impact of financings on our financial pi@si, financial performance or credit
ratings), pricing plans, strategic alternativessibess strategies, and other similar statemerdspgctations or objectives or accompanying
statements of assumptions that are highlighteddrylsvsuch as “expects,” “anticipates,” “intendglans,” “believes,” “projects,” “seeks,”
“estimates,” “hopes,” “should,” “could,” and “mayénd variations thereof and similar expressionshSarwardiooking statements are bas
upon our judgment and assumptions as of the datestatements are made concerning future develagraed events, many of which are
outside of our control. These forward-looking stagats, and the assumptions upon which such staterasnbased, are inherently
speculative and are subject to uncertainties thaltdccause our actual results to differ materifibyn such statements. These uncertainties
include but are not limited to those set forth belo

”ou LI

. the extent, timing, success and overall effectoofipetition from wireless carriers, VolP providett,ECs, cable television compani
electric utilities and others, including withouniiation the risks that these competitors may dé#es expensive or more innovative
products and services

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

. the effects of ongoing changes in the regulatiothefcommunications industry, including without iiation (i) increased competition
resulting from the FCC'’s regulations relating tteilconnection and other matters, (ii) the finalcoate of various federal, state and
local regulatory initiatives and proceedings thaild impact our competitive position, compliancetsp capital expenditures or
prospects, and (iii) reductions in revenues reckfuem the federal Universal Service Fund or otherent or future federal and state
support programs designed to compensate LECs amgeiathigh-cost markets

. our ability to effectively manage our growth, inding without limitation our ability to (i) integratnewly-acquired operations into our
operations, (ii) attract and retain technologicahnagerial and other key personnel, (iii) achiewgagted growth, revenue and cost
savings targets, and (iv) otherwise monitor ourafiens, costs, regulatory compliance, and semuaity and maintain other
necessary internal controls

. possible changes in the demand for, or pricingof,products and services, including without liidta reduced demand for traditional
telephone services caused by greater use of warelelsiternet communications or other factors auwhliced demand for our access
services

. our ability to successfully introduce new producservice offerings on a timely and cost-effectdassis, including without limitation

our ability to (i) successfully roll out our co-lmded satellite television service and our wirekes®ller service, (ii) expand successfully
our long distance, Internet access and fiber t@mservice offerings to new or acquired markets @ir) offer bundled service
packages on terms attractive to our customers

. our ability to collect receivables from financiatlpubled communications companies

. our ability to successfully negotiate collectivedmining agreements on reasonable terms withouk gtoppages

. regulatory limits on our ability to change the psdor telephone services in response to industapges

. impediments to our ability to expand through atixety priced acquisitions, whether caused by ratprly limits, financing constraints,

a decrease in the pool of attractive target congsarmir competition for acquisitions from other ietted buyers

. the possible need to make abrupt and potentiaklyudtive changes in our business strategies dughamges in competitic
regulation, technology, product acceptance or déeprs



. the lack of assurance that we can compete effégtagainst better-capitalized competitors

. the impact of network disruptions on our business

. the effects of adverse weather on our customepsaperties

. other risks referenced in this report and from timéme in our other filings with the SecuritiesdaBExchange Commission
. the effects of more general factors, including withlimitation:
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%

changes in general industry and market conditioalsgrowth rates

changes in labor conditions, including workforcedls and labor costs

changes in interest rates or other general natioagional or local economic conditions

changes in legislation, regulation or public poliaycluding changes in federal rural financing peogs or changes that incre

our tax rate

% increases in capital, operating, medical or adrretize costs, or the impact of new business opdties requiring significant up-
front investments

< the continued availability of financing in amourasd on terms and conditions, necessary to

support our operations

changes in our relationships with vendors, or ileife of these vendors to provide competitive piaidl on a timely basis
failures in our internal controls that could resnltnaccurate public disclosures or fraud

changes in our senior debt ratings

unfavorable outcomes of regulatory or legal proaggs] including rate proceedings

losses or unfavorable returns on our investmentéghar communications companies

delays in the construction of our networks

changes in accounting policies, assumptions, estsnar practices adopted voluntarily or as requiogdgenerally accept
accounting principles, including the possible fetumavailability of Statement of Financial AccowmgtiStandards No. 71 to ¢
wireline subsidiaries.

5

%

5

%

5

%

5

%

o,
°n

o,
°n

o,
°n

o,
°n

5

%

5

%

For additional information, see the descriptiomof business included above, as well as Item Risfreport. Due to these
uncertainties, there can be no assurance thatnticipeated results will occur, that our judgmentsassumptions will prove correct, or that
unforeseen developments will not occur. Accordingbu are cautioned not to place undue reliance tipese forward-looking statements,
which speak only as of the date made. Additiorsidsrithat we currently deem immaterial or that artepnesently known to us could also
cause our actual results to differ materially fritvose expected in our forward-looking statements.uffdertake no obligation to update or
revise any of our forward-looking statements foy eeason, whether as a result of new informatioture events or developments, changed
circumstances, or otherwise.

Investors should also be aware that while we dojasibus times, communicate with securities analyitis against our policy
disclose to them any material npaoblic information or other confidential informatioAccordingly, investors should not assume thatge:
with any statement or report issued by an anatysspective of the content of the statement or te@ the extent that reports issuec
securities analysts contain any projections, fatscar opinions, such reports are not our respitgib
Item 1B. Unresolved Staff Comments

Not applicable.

OTHER MATTERS

We have certain obligations based on federal, staddocal laws relating to the protection of thheisonment. Costs of compliance
through 2005 have not been material and we cuyréatie no reason to believe that such costs wibivee material.

For additional information concerning our businasd properties, see Iltem 7 elsewhere herein, an@adhsolidated Financial Stater
and notes 2, 4, 5, and 16 thereto set forth in Begtsewhere herein.

Item 2. Properties.



Our properties consist principally of telephonefincentral office equipment, and land and builsliredated to telephone operations.
December 31, 2005 and 2004, our gross propertgt plad equipment of approximately $7.8 billion &1d4 billion, respectively, consisted
the following:

December 31,

2005 2004

Cable and wire 52.% 53.1
Central office 32.4 32.1
General support 9.6 10.€
Fiber transport 2.4 2.C
Construction in progress 17C 0.¢
Other 1.4 1.3

100.(% 100.(

“Cable and wire” facilities consist primarily of had cable and aerial cable, poles, wire, conduit @ops used in providing local and
long distance services. “Central office” consigisnarily of switching equipment, circuit equipmeand related facilities. “General support”
consists primarily of land, buildings, tools, fushings, fixtures, motor vehicles and work equipm#&fiber transport” consists of network
assets and equipment to provide fiber transpovices. “Construction in progress” includes propertyhe foregoing categories that has not
been placed in service because it is still undastaction.

The properties of certain of our telephone subsisaare subject to mortgages securing the defidi companies. We own
substantially all of the central office buildindgcal administrative buildings, warehouses, andagfe facilities used in our telephone
operations.

For further information on the location and typeoaf properties, see the descriptions of our ofmarain Item 1.

Item 3. Legal Proceedings.

In Barbrasue Beattie and James Sovis, on behéfieafiselves and all others similarly situated, watGey/Tel, Inc., filed on October 2¢
2002, in the United States District Court for theestern District of Michigan (Case No. 02-10277% fhaintiffs allege that we unjustly and
unreasonably billed customers for inside wire neiance services, and seek unspecified money daraagesjunctive relief under various
legal theories on behalf of a purported class @i dwo million customers in our telephone markés.March 10, 2006, the Court certified
class action status of the suit and issued a rttiagthe billing descriptions we used for theswises during an approximately 18-month
period between October 29, 2000 and May 2002 vegyally insufficient. We plan to appeal this deaisi@he Court’s order does not specify
the award of damages, the scope of which remalngaiuto significant fact finding. At this time, veannot reasonably estimate the amou
range of possible loss; however, we believe itasignificantly below the level of revenues bilfed such services during the above period.
We do not believe that the ultimate outcome of kitigation will have a material adverse effectaur financial position or results of
operations.

From time to time, we are involved in other prodegd incidental to our business, including admmaiste hearings of state public
utility commissions relating primarily to rate makji, actions relating to employee claims, occasignalvance hearings before labor regule
agencies and miscellaneous third party tort actibhe outcome of these other proceedings is naligteble. However, we do not believe t
the ultimate resolution of these other proceediafisr considering available insurance coveragh have a material adverse effect on our
financial position, results of operations or caskvt.

Item 4. Submission of Matters to a Vote of Security Holders

Not applicable.

Executive Officers of the Registrant

Information concerning our Executive Officers, fath at Item 10 in Part lll hereof, is incorpordit& Part | of this Report by referer



Item 5. Market for Registrant’s Common Equity, Related Stod&holder Matters and Issuer Purchase of Equity Seclities

Our common stock is listed on the New York Stockliange and is traded under the symbol CTL. Thewaflg table sets forth the
high and low sales prices, along with the quartdilydends, for each of the quarters indicated.

Sales prices Dividend per
High Low common share

2005:
First quarter $ 35.41 32.31 .0€
Second quarter $ 35.0(C 29.5¢ .0€
Third quarter $ 36.5( 33.2( .0€
Fourth quarter $ 35.2¢ 31.1¢4 .0€
2004:
First quarter $ 33.4( 26.2( .057¢
Second quarter $ 30.3:2 26.2:2 .057¢
Third quarter $ 34.47 29.7¢ .057¢
Fourth quarter $ 35.5¢ 31.0C .057¢

Common stock dividends during 2005 and 2004 weie gach quarter. As of February 28, 2006, thereevapproximately 4,400
stockholders of record of our common stock. As @fréh 15, 2006, the closing stock price of our comrsimck was $37.64.

In February 2005, our board of directors approvegparchase program authorizing us to repurchage ap aggregate of $200 million
of either our common stock or equity units prioDtecember 31, 2005 (which was subsequently extetwEdbruary 28, 2006). After we
implemented our accelerated share repurchase pnagrilay 2005, we did not purchase any securitieten our $200 million repurchase
program from June 2005 through December 2005 (thgptetion date of the accelerated share repurghraggam). Therefore, no shares w
repurchased during the fourth quarter of 2005 eel&d the $200 million program. As of DecemberZl105, we had authority to repurchase
approximately $86.0 million in shares under ourCb&dillion program. In January and February 2006 reyirchased approximately $72.6
million in shares (2,144,800 shares at an average per share of $33.86). In February 2006, oartd@uthorized a $1.0 billion share
repurchase program that superseded the remainitigmpof approximately $13 million of our $200 milh program. See Note 18 of Notes to
Consolidated Financial Statements included in I8herein for information related to the new shaqurchase program.

For information regarding shares of our commonlkstaghorized for issuance under our equity compenrsalans, see Item 12.

ltem 6. Selected Financial Data.

The following table presents certairestdd consolidated financial data (from continuipgrations) as of and for each of the years
ended in the five-year period ended December 305:20

Selected Income Statement Data

Year ended December 31,
2005 2004 2003 2002 2001
(Dollars, except per share amounts, and shareggsgul in thousands)

Operating revenues $ 2,479,25 2,407,37. 2,367,61! 1,971,99 1,679,50.

Operating income $ 736,40: 753,95: 750,39¢ 575,40t 425,30!

Nonrecurring gains ar
losses, net (pre-tax) $ - - - 3,70¢ 33,04




Income from continuing operations $ 334,47¢ 337,24« 344,70° 193,53¢ 149,08:
Basic earnings per share from

continuing operations $ 2.58 2.4¢ 2.4C 1.3¢€ 1.0¢
Basic earnings per share from

continuing operations, as adjusted

for goodwill amortization $ 2.58 2.4¢ 2.4C 1.3¢ 1.3¢
Diluted earnings per share from

continuing operations $ 2.4¢ 2.41 2.3t 1.3t 1.0t
Diluted earnings per share from

continuing operations, as adjusted

for goodwill amortization $ 2.4¢ 2.41 2.3¢ 1.3¢ 1.37
Dividends per common share $ .24 23 22 21 .2C
Average basic shares outstanding 130,84: 137,21! 143,58 141,61: 140,74
Average diluted shares

outstanding 136,08 142,14 148,77¢ 144,40t 142,30°
Selected Balance Sheet Data

December 31,
2005 2004 2003 2002 2001
(Dollars in thousands
Net property, plant and equipme $ 3,304,48 3,341,40 3,455,48: 3,531,64! 2,736,14.
Goodwill $ 3,432,64 3,433,86 3,425,00: 3,427,28. 2,087,15!
Total assets $ 7,762,70 7,796,95: 7,895,85; 7,770,40! 6,318,68
Long-term debt $ 2,376,071 2,762,01! 3,109,30: 3,578,13. 2,087,501
Stockholders' equity $ 3,617,27: 3,409,76! 3,478,511 3,088,00. 2,337,38!
The following table presents certain selected clidsted operating data as of the following dates:
December 31,
2005 2004 2003 2002 2001

Telephone access lines 2,214,14! 2,313,622 2,376,11! 2,414,56. 1,797,64.
Long distance lines 1,168,20. 1,067,81 931,76 798,69° 564,85
DSL customers 248,70t 142,57" 83,46¢ 52,85¢ 25,48t

See Iltems 1 and 2 in Part | and ltems 7 and 8 alsmnherein for additional information.

Item 7. Management’s Discussion and Analysis of Financial@dition and Results of Operations

RESULTS OF OPERATIONS



OVERVIEW

CenturyTel, Inc., together with its subsidiariesan integrated communications company engagedghynin providing local
exchange, long distance, Internet access and baoddtervices to customers in 26 states. We cuyrdative our revenues from providing (i)
local exchange telephone services, (ii) networleasservices, (iii) long distance services, (ivpdgrvices, which includes both digital
subscriber line (“DSL”) and dial-up Internet serdc as well as special access and private linécesy\(v) fiber transport, competitive local
exchange and security monitoring services andothigr related services.

We strive to maintain our customer relationshipsasgong other things, bundling our service offesitg provide our customers with a
complete offering of integrated communications m&y. Effective in the first quarter of 2004, agsault of our increased focus on integrated
bundle offerings and the varied discount structasesociated with such offerings, we determineddbatesults of operations would be more
appropriately reported as a single reportable segomaer the provisions of Statement of Financieddunting Standards No. 131,
“Disclosures about Segments of an Enterprise atat&EInformation.” Therefore, the results of opienas for 2005 and 2004 reflect the
presentation of a single reportable segment. Restitperations for 2003 have been conformed tphésentation of a single reportable
segment.

During 2005, we acquired fiber assets in 16 metitggomarkets from KMC Telecom Holdings, Inc. (“KMCfor approximately $75.5
million cash. During 2003, we also acquired firansport assets in five central U.S. states (Whietoperate under the name LightCore) for
$55.2 million cash.

Our results of operations in 2005 were adversefyaicted as a result of (i) lower Universal Servioadrand intrastate access revenues,
(i) declines in access lines, (iii) incrementalatization and operating expenses related to dlindpand customer care system and (iv)
expenses associated with expanding our new sateitleo and wireless service offerings. See betmvadditional information.

Our net income for 2005 was $334.5 million, compaie$337.2 million during 2004 and $344.7 millidaring 2003. Diluted earnings
per share for 2005 was $2.49 compared to $2.400d4 2and $2.35 in 2003. The increase in dilutedirgsnper share is attributable to lower
average shares outstanding in 2005 compared to@®4 share repurchases that have occurred dieéngast two years. The diluted
earnings per share calculation reflects the apjicaf Emerging Issues Task Force No.®t all periods presented. See Note 12 of Not
Consolidated Financial Statements for additionfarimation.

Year ended December 31, 2005 2004 2003

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

Operating income $ 736,40: 753,95: 750,39t
Interest expense (201,80) (211,05) (226,75
Income from unconsolidated cellular entity 4,91( 7,067 6,16(
Other income (expense) (1,742 (2,597) 2,15¢
Income tax expense (203,29)) (210,129 (187,252
Net income $ 334,47 337,24« 344,70°
Basic earnings per share $ 2.5t 2.4¢ 2.4C
Diluted earnings per share $ 2.4¢ 2.41 2.3t
Average basic shares outstanding 130,84: 137,21! 143,58:
Average diluted shares outstanding 136,08° 142,14 148,77¢

Operating income decreased $17.6 million in 200& $81.9 million increase in operating revenues mare than offset by an $89.4
million increase in operating expenses. Operatiggine increased $3.6 million in 2004 as a $39.8aniincrease in operating revenues was
substantially offset by a $36.2 million increaseperating expenses.

In addition to historical information, this managent’s discussion and analysis includes certain &odMooking statements that are
based on current expectations only, and are subgeatnumber of risks, uncertainties and assumptiomany of which are beyond our



control. Actual events and results may differ mathr from those anticipated, estimated or projecteone or more of these risks or
uncertainties materialize, or if underlying assuiops prove incorrect. Factors that could affectumdtresults include but are not limited to:
the timing, success and overall effects of competftom a wide variety of competitive providetse trisks inherent in rapid technological
change; the effects of ongoing changes in the egigul of the communications industry; our abilityeffectively manage our growth,
including integrating newly-acquired businesses iotir operations and hiring adequate numbers ofli§jad staff; possible changes in the
demand for, or pricing of, our products and sergiceur ability to successfully introduce new prodorcservice offerings on a timely and
cost-effective basis; our ability to collect oucedvables from financially troubled communicati@msnpanies; our ability to successfully
negotiate collective bargaining agreements on reaste terms without work stoppages; the effectaloérse weather; other risks referenced
from time to time in this report or other of ouirfgs with the Securities and Exchange Commissaon; the effects of more general fact
such as changes in interest rates, in tax rateacgounting policies or practices, in operating,dival or administrative costs, in general
market, labor or economic conditions, or in legt&@a, regulation or public policy. These and other uncertainties related to our bussrae
described in greater detail in Item 1A includedédiar You should be aware that new factors may eeneogn time to time and it is not
possible for us to identify all such factors nonaae predict the impact of each such factor onbihiginess or the extent to which any on
more factors may cause actual results to diffemfithose reflected in any forward-looking statemevitai are further cautioned not to place
undue reliance on these forward-looking statememltich speak only as of the date of this report.WMgertake no obligation to update any
of our forward-looking statements for any reason.

OPERATING REVENUES

Year ended December 31, 2005 2004 2003
(Dollars in thousands)

Local service $ 702,40( 716,02¢ 712,56!
Network acces 959,83 966,01 1,001,46.
Long distance 189,87 186,99° 173,88«
Data 318,77( 275,77 244,99¢
Fiber transport and CLEC 115,45¢ 74,40¢ 43,04
Other 192,91¢ 188,15( 191,66(
Operating revenues $ 2,479,25: 2,407,37. 2,367,61!

Local service revenue®e derive local service revenues by providing laalhange telephone services in our service aféas$13.6
million (1.9%) decrease in local service revenume®d05 is primarily due to (i) a $16.1 million dease due a 3.3% decline in the average
number of access lines served and (ii) a $7.5anilllecline as a result of a decrease in minutes®fn extended area calling plans in certain
areas. Such decreases were partially offset lan($8.7 million increase due to our providing costalling features to more customers and
(i) a $4.2 million increase due to the mandatedlementation of extended area calling plans inaoerreas. Of the $3.5 million (.5%)
increase in local service revenues in 2004, $12l&mwas due to the provision of custom callirafures to more customers, which was
partially offset by an $8.4 million decrease dua .2% decline in the average number of access Harved.

Access lines declined 99,500 (4.3%) during 2005man®d to a decline of 62,500 (2.6%) in 2004. Wéelbelthe decline in the number
of access lines during 2005 and 2004 is primauig tb the displacement of traditional wireline pdlene services by other competitive
services. Based on current conditions, we expeassaclines to decline between 4.5% and 5.5% d2006.

Network access revenud¥e derive our network access revenues primarilnf(g providing services to various carriers andtomer:
in connection with the use of our facilities toginate and terminate their interstate and intrastaice and data transmissions and (i)
receiving universal support funds which allowsasecover a portion of our costs under federalsiate cost recovery mechanisms. Certain
of our interstate network access revenues are lmastatiffed access charges filed directly with Bezleral Communications Commission
(“FCC"); the remainder of such revenues are deriveder revenue sharing arrangements with othel éodange carriers (“LECs”)
administered by the National Exchange Carrier Aisdion. Intrastate network access revenues aral@stariffed access charges filed with
state regulatory agencies or are derived undentgveharing arrangements with other LECs.

Network access revenues decreased $6.2 milliof4)0if6 2005 and decreased $35.5 million (3.5%) ii26ue to the following
factors:

2005 2004
increase increase
(decrease) (decrease)

(Dollars in thousands)



Recovery from the federal Universal Service

High Cost Loop support program $ (13,065 (11,31)
Intrastate revenues due to decreased minutes @nasdecreased

access rates in certain states, net of increasegi@gy from

state support funds (13,399 (26,799
Partial recovery of increased operating costs tinou

revenue sharing arrangements with other telephompanies,

interstate access revenues and return on rate base 6,81¢ 3,98(
Rate changes in certain jurisdictions (3,457 5,052
Revision of prior year revenue settlement agreesment 15,941 (3,690
Other, net 97E (2,689

$ (6,177 (35,45))

As indicated in the chart above, in 2005 we expeed a reduction in our intrastate revenues ofagpmately $13.4 million primarily
due to (i) a reduction in intrastate minutes (jdistidue to the displacement of minutes by wireledsctronic mail and other optional calling
services) and (ii) the mandated implementationxtéreded area calling plans in certain areas. Thesponding decrease in 2004 compart
2003 was $26.8 million. We believe intrastate masuwill continue to decline in 2006, although thagmitude of such decrease is uncertain.

Prior year revenue settlement agreements for 2@f)aded the recognition of approximately $35.9 imilof revenue (of which $24.5
million was reflected in network access revenues&ti.4 million was reflected in data revenueghas2001/2002 monitoring period lapsed
on September 30, 2005. See Critical Accountingciadibelow and Note 17 for additional informatitvie do not expect to recognize this
level of revenue related to prior year revenudesatnt agreements in 2006.

We anticipate our 2006 revenues from the federaldsaal Service High Cost Loop support program wélapproximately $8-12
million lower than 2005 levels due to increasetha nationwide average cost per loop factor usediéeate funds among all recipients.

Long distance revenue®e derive our long distance revenues by providatgil long distance services to our customersigl.o
distance revenues increased $2.9 million (1.5%)&811 million (7.5%) in 2005 and 2004, respectiv@he $2.9 million increase in 2005
was primarily attributable to a 12.0% increasehim daverage number of long distance lines serve@dr&d8% increase in minutes of use
(aggregating $21.2 million), substantially offsgtdbdecrease in the average rate we charged ooneeis ($16.5 million). The $13.1 million
increase in 2004 was primarily attributable to @@%4 increase in the average number of long disthnes served and a 15.3% increase in
minutes of use (aggregating $21.7 million), pastiaffset by a decrease in the average rate wegeldaour customers ($9.2 million). We
anticipate that increased competition and our cuifeel of customer penetration will continue taqe downward pressure on rates and slow
the growth rate of the number of long distancediserved.

Data revenues We derive our data revenues primarily by providinternet access services (both DSL and dial-nyges) and data
transmission services over special circuits andapeilines. Data revenues increased $43.0 milll&n60s) in 2005 and $30.8 million (12.6%)
in 2004. The $43.0 million increase in 2005 wasnariily due to (i) a $24.8 million increase in Imiet revenues due primarily to growth in
number of DSL customers, partially offset by a éase in the number of dial-up customers, (ii) a&hfillion increase in special access
revenues due to an increase in the number of $m#aits provided and an increase in the pargabvery of our increased operating
expenses through revenue sharing arrangement®thith telephone companies, and (iii) an $8.6 nmilliiecrease in revenues related to prior
year settlement agreements (the majority of whithted to the revenue recorded in 2005 as the 2002/monitoring period lapsed
September 30, 2005). We do not expect to recoghigdevel of revenue related to prior year reveseiiement agreements in 2006.

The $30.8 million increase in 2004 was primarilyeda (i) a $20.3 million increase in Internet reves due primarily to growth in the
number of DSL customers and (ii) an $11.3 millinorease in special access revenues due to ansedrethe number of special circuits
provided and an increase in the partial recoveryuofincreased operating expenses through revdrarang arrangements with other
telephone companies.

Fiber transport and CLEQOur fiber transport and CLEC revenues include raesrfrom our fiber transport, competitive local keicg
carrier (“CLEC”) and security monitoring businesséber transport and CLEC revenues increased $#aillion (55.2%) in 2005, of which
$27.7 million was due to revenue from the June2B05 acquisition of fiber assets from KMC and $1Rillion was attributable to growth i
number of customers in our incumbent fiber transposiness. Fiber transport and CLEC revenuesaseat$31.4 million (72.9%) in 2004,
substantially all of which is attributable to owmaisitions of fiber transport assets (which arerafed under the name LightCore) in June and
December 2003.

Other revenuedNe derive other revenues primarily by (i) leasisglling, installing and maintaining customer presmis



telecommunications equipment and wiring, (ii) padeg billing and collection services for third pas, (iii) participating in the
publication of local directories and (iv) offerimgir new video and wireless services. Other revemeaesased $4.8 million (2.5%) during
2005 primarily due to a $4.5 million increase inegdtory revenues. Other revenues decreased $3i6m{il.8%) during 2004 primarily due
a $3.4 million decrease in directory revenues dube expiration of our rights to share in the rmes of yellow page directories published in
certain markets acquired from Verizon in 2002.

OPERATING EXPENSES

Year ended December 31, 2005 2004 2003
(Dollars in thousands)

Cost of services and products (exclusive of deptixi and amortization) $ 821,92¢ 755,41 739,21(

Selling, general and administrative 388,98t 397,10: 374,35:

Depreciation and amortization 531,93: 500,90 503,65:

Operating expenses $ 1,742,84 1,653,41! 1,617,21.

Cost of services and produc€ost of services and products increased $66.5ami({8.8%) in 2005 primarily due to (i) a $21.9 noifi
increase in expenses incurred by the propertiesiactifrom KMC in June 2005; (ii) a $16.4 millionarease in expenses associated with our
Internet operations primarily due to an increasthénumber of DSL customers; (iii) a $10.6 milliocrease in costs associated with growth
in our fiber transport business; (iv) a $9.0 miilincrease in salaries and benefits; (v) an $8lllomincrease in access expenses; (vi) a $5.3
million increase due to start-up costs associatiéidl aur new satellite video and wireless resellewiges; and (vii) a $4.3 million increase in
costs associated with growth in our long distancsiness. Such increases were partially offset)ogy $3.9 million decrease in expenses
caused by us settling certain pole attachment thspn 2005 for amounts less than those previcarstyued and (ii) a $3.4 million decreast
customer service expense.

Cost of services and products increased $16.2ami{2.2%) in 2004 primarily due to (i) a $14.6 moifl increase in expenses associi
with operating our fiber transport assets acquinetline and December 2003; (ii) an $8.5 milliorréase in expenses associated with our
Internet operations due to an increase in the nuwfbeustomers; (iii) a $7.8 million increase instamer service and retention related
expenses; and (iv) a $6.0 million increase in pta@rations expenses. Such increases were padftadt by a $13.8 million decrease in
access expenses (which included a one-time créfi.a@ million recorded in 2004) and a $9.2 millidacrease in the cost of providing retail
long distance service primarily due to a decreaske average cost per minute of use and a dedreaBeuit costs.

Selling, general and administrativeSelling, general and administrative expensesedesed $8.1 million (2.0%) in 2005 primarily due
to (i) a $12.4 million decrease in operating tafggmarily due to an $8.6 million one-time chargethie third quarter of 2004); (i) an $11.2
million reduction in bad debt expense, and (ii§)4a6 million decrease in expenses attributablastaSarbanes-Oxley internal controls
compliance effort. Such decreases were partiafseoby (i) $7.9 million of expenses incurred bg tiroperties acquired from KMC,; (i) a
$5.9 million increase in customer service and mamgecosts associated with growth in our Internetibess and (iii) a $2.8 million increase
in sales and marketing costs associated with oursagellite video and wireless reseller services.

Selling, general and administrative expenses ise@&22.8 million (6.1%) in 2004 due to (i) a $&llion increase in marketing
expenses; (i) a $6.4 million increase in experdtibutable to our Sarbanes-Oxley internal costoampliance effort; (iii) a nonrecurring
$5.0 million reduction in bad debt expense recoiidetie first quarter of 2003 due to the parti@aeery of amounts previously written off
related to the bankruptcy of MCI (formerly WorldChirand (iv) a $4.3 million increase in expense®eisted with operating our LightCore
assets acquired in 2003. Such increases werellyagfiset by a $6.6 million decrease in bad deljiense (exclusive of the MCI recovery
mentioned above).

Depreciation and amortizationDepreciation and amortization increased $31.0ani(6.2%) in 2005. The year 2004 included a one-
time reduction in depreciation expense of $13.2ionilto adjust the balances of certain over-dejated property, plant and equipment
accounts. The remaining $17.8 million increased@2is primarily due to (i) a $19.0 million increague to higher levels of plant in service,
(i) a $6.1 million increase associated with ameation of our new billing system and (iii) a $2.8lion increase due to depreciation and
amortization incurred by the properties acquirednftkK MC. Such increases were partially offset bya($7.8 million reduction in depreciation
expense due to certain assets becoming fully diggegicand (ii) the non-recurrence in 2005 of a $8illion one-time increase recorded in
2004 related to the depreciation of fixed assete@ated with our new billing system.

Depreciation and amortization decreased $2.7 milli6%) in 2004. In addition to the $13.2 milliceduction in depreciation expense
mentioned above, depreciation expense for 2004algasreduced by $8.4 million due to certain asset®ming fully depreciated. Such
decreases were partially offset by a $16.7 milimrease due to higher levels of plant in service,above-mentioned $3.1 million one-time



increase in 2004 related to depreciation of fixeskts related to our new billing system, and a 88ln increase in depreciation due
to the assets acquired in connection with our IGginé operations.

Other.For additional information regarding certain mattdrat have impacted or may impact our operatiees,'Regulation and
Competition”.

INTEREST EXPENSE

Interest expense decreased $9.3 million (4.4%p0bZompared to 2004 as a $16.1 million decreasgpdmarily to a decrease in
average debt outstanding was patrtially offset By.@ million increase due to higher average intawgss.

Interest expense decreased $15.7 million (6.992P0v compared to 2003 partially due to $7.5 millkdmonrecurring interest expense
in 2003 associated with various operating tax audihe remainder of the decrease was primarilytd@edecrease in average debt
outstanding.

INCOME FROM UNCONSOLIDATED CELLULAR ENTITY

Income from unconsolidated cellular entity was $#iflion in 2005, $7.1 million in 2004 and $6.2 iwh in 2003. Such income
represents our share of income from our 49% intémess cellular partnership.

OTHER INCOME (EXPENSE)

Other income (expense) includes the effects oageitems not directly related to our core operagidncluding interest income and
allowance for funds used during construction. Otheome (expense) was $(1.7 million) in 2005, $¢2iBion) in 2004 and $2.2 million in
2003. The years 2005 and 2004 were impacted bginaharges and credits that are not expecteddar @ the future. Included in 2005 was
(i) a $16.2 million pre-tax charge due to the impent of a non-operating investment and (ii) a $diion debt extinguishment expense
related to purchasing and retiring approximatel@Gillion of Senior J notes. The year 2005 wa®fakly impacted by (i) $3.2 million of
non-recurring interest income related to the switiet of various income tax audits; (ii) a $3.5 millgain from the sale of a non-operating
investment and (iii) $3.9 million of higher intetéscome due to higher average cash balances.dedlin 2004 was a $3.6 million
prepayment expense paid in connection with themgdien of $100 million aggregate principal amouhbor Series B senior notes in May
2004 and a $2.5 million charge related to the impant of a non-operating investment.

INCOME TAX EXPENSE

Our effective income tax rate was 37.8%, 38.4%25&% in 2005, 2004 and 2003, respectively. Inctareexpense for 2005 was
increased by $19.5 million as a result of incregi$ive valuation allowance related to net stateatpey loss carryforwards. This increase was
primarily due to changes in state income tax lamg @ther factors which impacted the projectionfutire taxable income. This tax expense
increase was more than offset by (i) a reductiostate income tax reserves ($11.6 million, needkfal income tax benefit); (ii) a reduction
in our composite state income tax rate due to irebeing apportioned to states with lower statedtes ($8.5 million); and (iii) the favorak
settlement of various federal income tax audits3$dillion).

ACCOUNTING PRONOUNCEMENTS

Over the last several years, we have elected muatdor employee stock-based compensation usm@thinsic value method in
accordance with Accounting Principles Board Opinliim 25, “Accounting for Stock Issued to Employées, allowed by Statement of
Financial Accounting Standards No. 123, “AccountiogStock-Based Compensation”. In December 2082 Financial Accounting
Standards Board issued Statement of Financial Adooy Standards No. 123 (Revised 2004), “Share-8&syment” (“SFAS 123(R)").
SFAS 123(R) establishes standards for the accayfdgirtransactions in which an entity exchangegdgsity instruments for goods or
services, focusing primarily on accounting for sactions in which an entity obtains employee sessin exchange for the issuance of stock
options. SFAS 123(R) requires us to measure thieofdse employee services received in exchangariaaward of equity instruments based
upon the fair value of the award on the grant dateh cost will be recognized as an expense oegpahiod during which the employee is
required to provide service in exchange for therdw@FAS 123(R) is effective for all awards granadi@r its effective date of January 1,
2006. In accordance with SFAS 123(R), compensatimh is also recognized over the applicable remgimesting period for any awards that
are not fully vested as of the effective date.raeo to eliminate the recognition of compensatinpemse related to outstanding awards the
not fully vested as of January 1, 2006, on DeceriBeP005, the Compensation Committee of our Bo&idirectors approved accelerating
the vesting of all unvested stock options outstagdivhich totaled approximately 1.5 million optidnsffective December 31, 2005. As a
result of accelerating the vesting of these optiareswill avoid approximately $4.9 million of prex compensation expense, of which
approximately $4.1 million would have been recogdim 2006. We recognized approximately $156,008xpEnse in the fourth quarter of
2005 as a result of accelerating the vesting afalaptions. We expect the adoption of SFAS 123fRletrease our diluted earnings per share



by approximately $.02 to $.03 in 2006.

On January 1, 2003, we adopted Statement of FiabActounting Standards No. 143, “Accounting foisAsRetirement
Obligations” (“SFAS 143"), which addresses finaheiecounting and reporting for legal obligationsasated with the retirement of tangible
long-lived assets and requires that the fair value liability for an asset retirement obligatioa fecognized in the period in which it is
incurred and be capitalized as part of the bookeval the londived asset. Although we generally have no legéibakion to remove obsole
assets, depreciation rates of certain assets isiadblby regulatory authorities for our telephoperations subject to Statement of Financial
Accounting Standards No. 71, “Accounting for théeefs of Certain Types of Regulation” (“SFAS 7Have historically included a
component for removal costs in excess of the rdlagtimated salvage value. Notwithstanding the goiopf SFAS 143, SFAS 71 requires
to continue to reflect this accumulated liabilior femoval costs in excess of salvage value evamgtinthere is no legal obligation to remove
the assets. Therefore, we did not adopt the pranvesof SFAS 143 for our telephone operations stibge8FAS 71. For our telephone
operations acquired from Verizon in 2002 (which rmoé subject to SFAS 71) and our other non-regdlafeerations, we have not accrued a
liability for anticipated removal costs. For thesasons, the adoption of SFAS 143 did not havetarmbeffect on our financial statements.

On March 31, 2005, the Financial Accounting Staddd@oard issued Interpretation No. 47, “AccounfimigConditional Asset
Retirement Obligations” (“FIN 47"), an interpretati of SFAS 143. FIN 47, which was effective focfisyears ending after December 15,
2005, clarifies that the recognition and measurdmmvisions of SFAS 143 apply to asset retirenadatigations in which the timing or
method of settlement may be conditional on a fuawent that may or may not be within control of #mity. We identified conditional asset
retirement obligations for (i) asbestos removabuildings, (ii) removal of underground storage t&nii) our property located on public and
private rights-of way and (iv) our property thatitached to poles owned by other utilities and igipalities. Due to a lack of historical
experience from which to reasonably estimate ¢ese¢int date or range of settlement dates, we cdadlthat an asset retirement obligation
associated with our property located on rights-afsis indeterminate. We also concluded that ouditimmal asset retirement obligations
related to the removal of asbestos, undergroundggaanks and our property that is attached terathtities’ poles was immaterial to our
financial condition and results of operations a@meréfore has not been recognized.

In the fourth quarter of 2004, we adopted Emerdgsges Task Force No. 04-8,He Effect of Contingently Convertible Instrumeati
Diluted Earnings Per Share” (“EITF 04-8"). EITF 84equires securities issuable under contingemthywertible instruments be included in
the diluted earnings per share calculation. Oub$hélion Series K senior notes are convertibl® iadbmmon stock under various contingent
circumstances, including the common stock attaimiisgecified trading price in excess of the ndigsd conversion price. Beginning in the
fourth quarter of 2004, our diluted earnings perstand diluted shares outstanding reflect thei@gijmn of EITF 04-8. Prior periods have
been restated to reflect this change in accounting.

CRITICAL ACCOUNTING POLICIES

Our financial statements are prepared in accordaitbeaccounting principles that are generally @ted in the United States. The
preparation of these financial statements requir@sagement to make estimates and assumptionsfiettthe reported amounts of assets,
liabilities, revenues and expenses. We continuatbluate our estimates and assumptions includioggthelated to (i) revenue recognition,
allowance for doubtful accounts, (iii) pension gra$tretirement benefits, (iv) long-lived assets @rjdncome taxes. Actual results may differ
from these estimates and assumptions. We beliedeéntain critical accounting policies involveigher degree of judgment or complexity,
including those described below.

Revenue recognitionCertain of our interstate network access and datanues are based on tariffed access chargedliikaxtly with
FCC; the remainder of such revenues is derived f@mmanue sharing arrangements with other LECs adtaned by the National Exchange
Carrier Association. In the second quarter of 2@@revised certain estimates for recognizing sitde revenues. Previously, we initially
recognized interstate revenues at a rate of rédurer than the authorized rate of return prescrimgthe FCC to allow for potential decreas
demand or other factor changes which could decits@sachieved rate of return over the respectiveitmong periods. As the monitoring p
progressed, we recorded additional revenues ratabty the achieved rate of return. In the secaraitgr of 2004, we began generally
recognizing such interstate network access reveautee authorized rate of return, unless the aeittdeved rate of return was lower than
authorized.

The Telecommunications Act of 1996 allows localtextge carriers to file access tariffs on a strezadlibasis and, if certain criteria
are met, deems those tariffs lawful. Tariffs thavd been “deemed lawful” in effect nullify an irdgchange carrier’s ability to seek refunds
should the earnings from the tariffs ultimatelyulesn earnings above the authorized rate of repuascribed by the FCC. Certain of our
telephone subsidiaries file interstate tariffs diewith the FCC using this streamlined filing apach. Since July 2004, we have recognized
billings from our tariffs as revenue since we badisuch tariffs are “deemed lawful”. There is neumance that our future tariff filings will be
“deemed lawful”. For those tariffs that have not peen “deemed lawful”, we initially recorded aladility our earnings in excess of the
authorized rate of return, and may thereafter reizegas revenue some or all of these amounts a&nithe@f the applicable settlement period or
as our legal entitlement thereto becomes moreinelée recorded approximately $35.9 million as rawein the third quarter of 2005 as the
settlement period related to the 2001/2002 momitpperiod lapsed on September 30, 2005. The anodunir earnings in excess of the



authorized rate of return reflected as a liabititythe balance sheet as of December 31, 20056@063/2004 monitoring period
aggregated approximately $31.5 million. The setdetiperiod related to the 2003/2004 monitoringqetapses on September 30, 2007. We
will continue to monitor the legal status of anpgeedings that could impact our entitlement todHagads.

Allowance for doubtful accountsn evaluating the collectibility of our accoumeseivable, we assess a number of factors, inauain
specific customer’s or carrier’s ability to meetfinancial obligations to us, the length of tirhe teceivable has been past due and historical
collection experience. Based on these assessmentgcord botlspecific and general reserves for uncollectibleoants receivable to redut
related accounts receivable to the amount we ultitm&xpect to collect from customers and carrirsircumstances change or economic
conditions worsen such that our past collectioreeigmce is no longer relevant, our estimate oféieeverability of our accounts receivable
be further reduced from the levels reflected inacrompanying consolidated balance sheet.

Pension and postretirement benefithe amounts recognized in our financial statemeziéded to pension and postretirement benefits
are determined on an actuarial basis, which usilib@any assumptions in the calculation of such artsodnsignificant assumption used in
determining our pension and postretirement expente expected long-term rate of return on plaetss For 2005 and 2004, we utilized an
expected long-term rate of return on plan asse®s25%, which we believe reflects the expected {tmm rates of return in the financial
markets.

Another assumption used in the determination ofpausion and postretirement benefit plan obligatisrthe appropriate discount re
Our discount rate at December 31, 2005 was 5.5%paced to 5.75% at December 31, 2004, which we\aelgethe appropriate rate at wh
the pension and postretirement benefits could feetdfely settled. Such rates were determined baseal discounted cash flow analysis of
our expected cash outflows of our benefit plan25sasis point decrease in the assumed discoenvaitld increase annual pension expense
approximately $1.8 million and increase annual @tisement expense approximately $900,000.

Intangible and long-lived asseMle are subject to testing for impairment of longetl assets under two accounting standards,
Statement of Financial Accounting Standards No, 1@®odwill and Other Intangible Assets” (“SFAS IX2and Statement of Financial
Accounting Standards No. 144, “Accounting for thgphirment or Disposal of Long-Lived Assets” (“SFA&4").

SFAS 142 requires goodwill recorded in businesshipations to be reviewed for impairment at leastuatly and requires write-
downs only in periods in which the recorded amairgoodwill exceeds the fair value. Under SFAS lidthairment of goodwill is tested by
comparing the fair value of the reporting unitt®darrying value (including goodwill). Estimateftioe fair value of the reporting unit are
based on valuation models using techniques sunfuéiiples of earnings (before interest, taxes agreciation and amortization). If the fair
value of the reporting unit is less than the cagyralue, a second calculation is required in wiiehimplied fair value of goodwill is
compared to its carrying value. If the implied faiue of goodwill is less than its carrying valgepdwill must be written down to its implit
fair value. We completed the required annual tegbodwill impairment (as of September 30, 2005)@mSFAS 142 and determined our
goodwill is not impaired as of such date.

Under SFAS 144, the carrying value of long-livededs other than goodwill is reviewed for impairmehenever events or
circumstances indicate that such carrying amoumtaibe recoverable by assessing the recoverabflitye carrying value through estimated
undiscounted net cash flows expected to be gemkbgtéhe assets. If the undiscounted net cash floedess than the carrying value, an
impairment loss would be measured as the excebe afarrying value of a long-lived asset over diis ¥alue.

Income taxesWe estimate our current and deferred income taassdon our assessment of the future tax conseggiehtransactior
that have been reflected in our financial statementpplicable tax returns. Actual income taxad pauld vary from these estimates due to
future changes in income tax law or the resolutibaudits by federal and state taxing authorite. maintain income tax contingency
reserves for potential assessments from the vatéoursg authorities. These reserves are estimatseddoon our judgment of the probable
outcome of the tax contingencies and are adjusteidgically based on changing facts and circum&sn€hanges to the tax contingency
reserves could materially affect operating regulthe period of change.

For additional information on our critical accoungtipolicies, see “Accounting Pronouncements” aneditation and Competition -
Other Matters” below, and the footnotes to our otidated financial statements included elsewhereihe

INFLATION

Historically, we have mitigated the effects of ieased costs by recovering over time certain cqgticable to our regulated telephone
operations through the rate-making process. How&WCs operating over 60% of our total access laresnow governed by state alternative
regulation plans, some of which restrict or delay ability to recover increased costs. Additionglfe regulatory changes may further alter
our ability to recover increased costs in our ratpd operations. For the properties acquired frar2én in 2002, which are regulated under
price-cap regulation for interstate purposes, price charge limited to the rate of inflation, minus adurctivity offset. As operating expen:
in our nonregulated lines of business increaserasudt of inflation, we, to the extent permitteddompetition, attempt to recover the costs



increasing prices for our services and equipment.

MARKET RISK

We are exposed to market risk from changes inésteates on our longgrm debt obligations. We have estimated our maiglketusing
sensitivity analysis. Market risk is defined as plo¢ential change in the fair value of a fixed-rdédbdt obligation due to a hypothetical adverse
change in interest rates. Fair value of long-teabtabligations is determined based on a discow#sHt flow analysis, using the rates and
maturities of these obligations compared to terntsrates currently available in the long-term ficiag markets. The results of the sensitivity
analysis used to estimate market risk are presédmiedv, although the actual results may differ fritiase estimates.

At December 31, 2005, the fair value of our Idegn debt was estimated to be $2.6 billion basetheroverall weighted average rat
our long-term debt of 6.7% and an overall weightedurity of 9 years compared to terms and ratesadla on such date in longrm financ
markets. Market risk is estimated as the potedgalease in fair value of our long-term debt résglfrom a hypothetical increase of 67 basis
points in interest rates (ten percent of our ovevaelghted average borrowing rate). Such an ine@&anterest rates would result in
approximately a $98.2 million decrease in the ¥alue of our longerm debt. As of December 31, 2005, after givirfgetfto interest rate sv
currently in place, approximately 81% of our lomgrt debt obligations were fixed rate.

We seek to maintain a favorable mix of fixed andakde rate debt in an effort to limit interest toand cash flow volatility resulting
from changes in rates. From time to time, we usialéve instruments to (i) lock-in or swap our espre to changing or variable interest
rates for fixed interest rates or (ii) to swap ghtions to pay fixed interest rates for variableiliest rates. We have established policies and
procedures for risk assessment and the approyalitieg and monitoring of derivative instrumentigities. We do not hold or issue
derivative financial instruments for trading or splkative purposes. We periodically review our expedo interest rate fluctuations and
implement strategies to manage the exposure.

At December 31, 2005, we had outstanding founfaliue interest rate hedges associated with thé&5aD million aggregate principal
amount of our Series L senior notes, due 2012 phgtinterest at a fixed rate of 7.875%. These bsdge “fixed to variable” interest rate
swaps that effectively convert our fixed rate intgrpayment obligations under these notes intgatiins to pay variable rates that range
from the six-month London InterBank Offered RatelBOR”) plus 3.229% to the six-month LIBOR plus 3%, with settlement and rate
reset dates occurring each six months throughxpeagion of the hedges in August 2012. At Decenfier2005, we realized a rate under
these hedges of 8.25% and for 2005 we realizederage interest rate of 7.80%. Interest expensaedisced by $386,000 during 2005 as a
result of these hedges. The aggregate fair magtee\of these hedges was $17.6 million at Decer@be2005 and is reflected both as a
liability and as a decrease in our underlying loegn debt on the December 31, 2005 balance shett.ré¢pect to these hedges, market risk
is estimated as the potential change in the fdirevaf the hedge resulting from a hypothetical lifétease in the forward rates used to
determine the fair value. A hypothetical 10% insea the forward rates would result in a $32.4iamldecrease in the fair value of these
hedges and would also increase our interest expense

As of December 31, 2004, we also had outstandisg flaw hedges that effectively locked in the ietirate on a majority of certain
anticipated debt transactions that ultimately wenepleted in February 2005. We locked in the irstierate on (i) $100 million of 2.25 year
debt (remarketed in February 2005) at 3.9%; (if $llion of 10-year debt (issued in February 2086%.4%; and (iii) $225 million of 10-
year debt (issued in February 2005) at 5.5%. Irrdraely 2005, upon settlement of such hedges, wedgived $366,000 related to the 2
year debt remarketing which is being amortized esdaction of interest expense over the remairenigp tof the debt and (i) paid $7.7 milli
related to the 10-year debt issuance which is bamngrtized as an increase in interest expensetoeetO-year term of the debt.

LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, we rely ashgarovided by operations to provide for our caséds. Our operations have
historically provided a stable source of cash flehich has helped us continue our long-term progr&gapital improvements.

Operating activitiesNet cash provided by operating activities was $B@édillion, $955.8 million and $1.068 billion in 2602004 and
2003, respectively. Our accompanying consolidatatsents of cash flows identify major differenbesween net income and net cash
provided by operating activities for each of thgears. For additional information relating to opecations, see “Results of Operations”
above.

Investing activitiesNet cash used in investing activities was $481 Mianj $413.3 million and $464.6 million in 20050@4 and 2003,
respectively. Cash used for acquisitions was $@Bliton in 2005 (due to the acquisition of fibersass in 16 metropolitan markets from KMC
Telecom Holdings, Inc.) and $86.2 million in 20@Bifharily due to the acquisitions of fiber transpassets and the acquisition of an addit
24.3% interest in a telephone company in which e awn a 100% interest). Capital expenditures @u#i@05, 2004 and 2003 were $414.9



million, $385.3 million and $377.9 million, respialy.

Financing activitiesNet cash used in financing activities was $491.Ifaniin 2005, $578.5 million in 2004 and $403.8llion in
2003. Payments of debt were $693.3 million in 2808 $179.4 million in 2004. In accordance with jpoesly announced stock repurchase
programs, we repurchased 16.4 million shares 8198 million) and 13.4 million shares (for $40i@lion) in 2005 and 2004, respectively.
The 2005 repurchases include 12.9 million shanesrohased (for a total price of $437.5 million) endccelerated share repurchase
agreements (see below and Note 8 to the accompafigancial statements for additional information).

In February 2005, we remarketed substantially fatlus $500 million of outstanding Series J seniotes due 2007 at an interest rate of
4.628%. We received no proceeds in connection thighremarketing as all proceeds were held in tnusecure the obligation of our equity
unit holders to purchase common stock from us ogy Ma 2005. In connection with the remarketing,puechased and retired approximately
$400 million of the notes, resulting in approximgt®100 million remaining outstanding. We incur@gre-tax charge of approximately $6
million in the first quarter of 2005 related to pbasing and retiring the notes. Proceeds to puechiash notes came from the February 2005
issuance of $350 million of 5% senior notes, SeMeslue 2015 and cash on hand.

On May 16, 2005, upon settlement of 15.9 millioroaf outstanding equity units, we received proceddgproximately $398.2
million and issued approximately 12.9 million comm&hares. In late May 2005, we entered into acaeddrshare repurchase agreements
investment banks whereby we repurchased and reté&dmillion shares of common stock for an iniiglgregate price of $416.5 million, the
proceeds of which came from the settlement of thatg units mentioned above and cash on hand. Uthése agreements, the investment
banks repurchased CenturyTel shares in the opekettirough December 2005. At the end of the rdpase period, we paid the investment
banks a price adjustment in cash of approximat2ll,Gémillion based principally upon the actual aofsthe shares repurchased by the
investment banks.

Other.For 2006, we have budgeted $325 million for camtglenditures. We have invested significant amoumtsir wireline network
in the last several years and believe we are iositipn to move closer to maintenance capital edjare levels for the foreseeable future for
our wireline operations. Our capital expenditurddpt also includes amounts for expanding our newiceofferings and expanding our data
networks.

As relief from the effects of Hurricane Katrinastagn of our affected subsidiaries were granteéfemal from making their remaining
2005 estimated federal tax payments until 2006 oAdiagly, we made a payment of approximately $7Bianiin the first quarter of 2006 to
satisfy our remaining 2005 estimated payments.

We expect to receive approximately $120 milliorcagh on a pre-tax basis in the first half of 20@6nfthe redemption of our Rural
Telephone Bank stock.

On February 21, 2006, our board of directors appiav stock repurchase program authorizing us tarcbpse up to $1.0 billion of our
common stock and terminated the approximately $ill®mremaining balance of our existing $200 nailii share repurchase program
approved in February 2005. We repurchased the#860 million of common stock through acceleratears repurchase agreements entered
into with various investment banks, repurchasing rtiring approximately 14.36 million shares ofremon stock at an average initial price
of $34.83 per share. We funded these agreemenisigally through borrowings under our $750 millioredit facility and cash on hand. We
expect to use cash generated from operations dR€iA§ to repay these borrowings. The investmenkdare expected to repurchase an
equivalent number of shares in the open markdtarcoming months. Once these repurchases are dempiwill receive or be required to
pay a price adjustment (payable at our discretiogither shares or cash) based principally on ¢theahcost of the shares repurchased by the
investment banks.

The following table contains certain informatiomcerning our material contractual obligations aBetember 31, 2005.

Payments due by period

After
Contractual obligations Total 2006 2007-2008 2009-2010 2010
(Dollars in thousands)
Long-term debt, including current
maturities and capital lease obligations (1) $  2,652,80 276,73t (2 401,74¢ 529,84¢ 1,444,47!
Interest on long-term debt obligations $ 1,730,95. 178,23: 320,87¢ 289,85! 941,98:

(1) For additional information on the terms of autstanding debt instruments, see Note 5 to thedlmtated financial statements included in



Item 8 of this annual report.
(2) Includes $165 million aggregate principal amtoefrour convertible debentures, Series K, due 208@ch can be put to us at various d:
beginning in 2006.

We continually evaluate the possibility of acquiriadditional communications operations and exgecbhtinue our longerm strateg'
of pursuing the acquisition of attractively-pricesmmunications properties in exchange for cashyrgazs or both. At any given time, we
may be engaged in discussions or negotiations dagaadditional acquisitions. We generally do nmi@unce our acquisitions or dispositions
until we have entered into a preliminary or defitagreement. We may require additional finan@émgonnection with any such acquisitio
the consummation of which could have a materialiatn our financial condition or operations. Appnoately 4.1 million shares of our
common stock and 200,000 shares of our preferoedk semain available for future issuance in conieectvith acquisitions under our
acquisition shelf registration statement.

During 2005, we secured a new five-year, $750 arillievolving credit facility. Up to $150 million @he facility can be used for letters
of credit, which reduces the amount available theoextensions of credit. The credit facility cains financial covenants that require us to
meet a consolidated leverage ratio (as defineddrfacility) not exceeding 4 to 1 and a minimuneiest coverage ratio (as defined in the
facility) of at least 1.5 to 1. The interest raterevolving loans under the facility is based on choice of several prevailing commercial
lending rates plus an additional margin that vagiggending on our credit ratings and aggregatetamgs under the facility. We must pay a
quarterly commitment fee on the unutilized portadrihe facility, the amount of which varies basedoarr credit ratings. As of December 31,
2005, we had no amounts outstanding under our nesitdacility.

As of December 31, 2005, our telephone subsidiat@shad available for use $115.9 million of conmmeints for long-term financing
from the Rural Utilities Service. We have a commnarpaper program that authorizes us to have audstg up to $1.5 billion in commercial
paper at any one time; however, borrowings aretdfey limited to the amount available under otgdit facility. As of December 31, 2005,
we had no commercial paper outstanding under stagrgam. We also have access to debt and equityatapéarkets, including our shelf
registration statements. At December 31, 2005, ele dver $158.8 million of cash and cash equivalent

Moody’s Investors Service (“Moody’s”) rates our tpterm debt Baa2 (with a stable outlook) and Stesh@aPoor’s (“S&P”) rates our
long-term debt BBB+ (subject to being on CreditWatgth negative implications). Moody’s affirmed itgting in early 2006 in connection
with the announcement of our $1.0 billion stockwgihase program. In January 2006, S&P placed dutrrdéng on CreditWatch with
negative implications, citing the continued lossotess lines in the wireline industry as a whOler. commercial paper program is rated P2
by Moody’s and A2 by S&P. Any downgrade in our dgtedtings will increase our borrowing costs andncoitment fees under our $750
million revolving credit facility. Downgrades couldso restrict our access to the capital marketsslarate the conversion rights of holders of
our outstanding convertible securities, increagebourowing costs under new or replacement debinfimgs, or otherwise adversely affect
the terms of future borrowings by, among otherdhirincreasing the scope of our debt covenantslaaaasing our financial or operating
flexibility.

The following table reflects our debt to total dafization percentage and ratio of earnings todigkarges and preferred stock
dividends as of and for the years ended Decemher 31

2005 2004 2003
Debt to total capitalization 42.2% 46.€ 47.¢
Ratio of earnings to fixed charges and preferredkstlividends* 3.6( 3.57 3.3¢

* For purposes of the chart above, “earnings” cetnsi income before income taxes and fixed charged,“fixed chargesinclude our interes
expense, including amortized debt issuance castspar preferred stock dividend costs.

REGULATION AND COMPETITION

The communications industry continues to undergmua fundamental regulatory, legislative, compegitand technological changes.
These changes may have a significant impact ofuthee financial performance of all communicatia@snpanies.

Events affecting the communications industjreless telephone services increasingly constawggnificant source of competition
with LEC services, especially since wireless casrleve begun to compete effectively on the bdgisice with more traditional telephone
services. As a result, some customers have chosmmipletely forego use of traditional wireline pleeservice and instead rely solely on
wireless service. We anticipate this trend will thome, particularly if wireless service providemntinue to expand their coverage areas,
reduce their rates, improve the quality of theiwges, and offer enhanced new services.



In 1996, the United States Congress enacted tleedgimunications Act of 1996 (the “1996 Act”), whichligates LECs to permit
competitors to interconnect their facilities to tHeC'’s network and to take various other steps dinatdesigned to promote competition.
Under the 1996 Act’s rural telephone company exemptpproximately 50% of our telephone accesslare exempt from certain of these
interconnection requirements unless and until gpr@priate state regulatory commission overridesetkemption upon receipt from a
competitor of a bona fide request meeting certdteria.

Prior to and since the enactment of the 1996 Aet RCC and a number of state legislative and régyldodies have also taken stef
foster local exchange competition. Coincident whitls recent movement toward increased competitambeen the reduction of regulatory
oversight of LECs. These cumulative changes, calupith various technological developments, havetdethe continued growth of various
companies providing services that compete with LE€Esvices.

As mandated by the 1996 Act, in May 2001 the FCdiffedl its existing universal service support metkm for rural telephone
companies by adopting an interim mechanism fovexfiear period, which ends June 30, 2006, basedrdredded, or historical, costs that
will provide predictable levels of support to rutatal exchange carriers, including substantiallpBour LECs. Wireless and other
competitive service providers continue to seekildigtelecommunications carrier (“ETC”) status mler to be eligible to receive USF
support, which, coupled with changes in usagelettanmunications services, have placed stresst#seddSF’s funding mechanism. These
developments have placed additional financial pnesen the amount of money that is necessary aaithhle to provide support to all
eligible service providers, including support payrseve receive from the High Cost Loop support prog As a result of the continued
increases in the nationwide average cost per lacipf used by the FCC to allocate funds amongeeipients (caused by a decrease in the
size of the High Cost Loop support program and gkarin requests for support from the USF), we belibe aggregate level of payments we
receive from the USF will continue to decline i thear term under the FCC’s current rules. Basag@aent FCC filings, we anticipate our
2006 revenues from the USF High Cost Loop suppagiam will be approximately $8-12 million loweratn 2005 levels due to increases in
the nationwide average cost per loop factor.

On August 16, 2004, the FSJB released a noticeestipg comments on the FCC's current rules foptiaeision of high-cost support
for rural companies, including comments on whettigribility requirements should be amended in a nearthat would adversely affect larg
rural LECs such as us. In addition, the FCC hasrtalarious other steps in anticipation of restmintuuniversal service support mechanisms
and various parties have judicially challenged sshvaspects of the FCC’s universal service rulkgfavhich has created additional
uncertainty regarding the USF’s programs, includipgning a docket that will change the method ofifng contributions. The FCC is
expected to issue soon an order addressing a pasofycontribution methodology. In the event tha¢sl not happen, we believe, but cannot
assure you, that the FCC will likely extend thesiith mechanism now in place before it lapses ore B 2006.

Technological developments have led to the devedmtrof new services that compete with traditioraCLservices. Technological
improvements have enabled cable television compdaiprovide traditional circuit-switched teleph@wvice over their cable networks, and
several national cable companies have aggresgivedued this opportunity. Recently several largeteic utilities have announced plans to
offer communications services that compete with EERecent improvements in the quality of "Voice+elrgernet Protocol” ("VolP")
service have led several cable, Internet, datao#met communications companies, as well as sfadompanies, to substantially increase |
offerings of VoIP service to business and resi@dgictistomers. VolP providers use existing broadlveetdiorks to deliver flat-rate, all
distance calling plans that may offer features taainot readily be provided by traditional LECs amaly be priced below those currently
charged for traditional local and long distancep&lone services. Beginning in late 2003, the FGiaied rulemaking proceedings to address
the regulation of VoIP, and has adopted orderséskéng some initial broad regulatory guidelin@sere can be no assurance that future
rulemaking will be on terms favorable to ILECs tleat VVoIP providers will not successfully compebe éur customers.

In 2003, the FCC opened a broad intercarrier cosgt@n proceeding with the ultimate goal of cregnuniform mechanism to be
used by the entire telecommunications industrnpgyments between carriers originating, terminati@grying or delivering
telecommunications traffic. The FCC has receivedroarrier compensation proposals from severaldtigigroups, and in early 2005
solicited comments on all proposals previously sitfiech to it. Industry negotiations are continuinghathe goal of developing a consensus
plan that addresses the concerns of carriers ftoimdaistry segments. Until this proceeding conelsi@nd the changes, if any, to the existing
rules are established, we cannot estimate the intipiagoroceeding will have on our results of opierss.

Many cable, entertainment, technology or other camication companies that previously offered a keditange of services are now,
like us, offering diversified bundles of servicés. such, a growing number of companies are compétirserve the communications needs of
the same customer base.

Recent events affecting @uring the last few years, several states in whiethave substantial operations took legislativeegulatory
steps to further introduce competition into the LE@iness. The number of companies which have stedi@uthorization to provide local
exchange service in our service areas has incréasedent years, especially in the markets acduii@m Verizon in 2002 and 2000, and it is
anticipated that similar action may be taken byeaghn the future.



State alternative regulation plans recently adoptedertain of our LECs have also affected revegroevth recently. These alternative
regulation plans now govern over 60% of our actiass.

Certain long distance carriers continue to reqgtiegtwe reduce intrastate access tariffed ratesdidgain of its LECs. In addition, we
have recently experienced reductions in intragtaféic, partially due to the displacement of miesiby wireless, electronic mail and other
optional calling services. In 2005 we incurred @uetion in our intrastate revenues of approxima#dl$.4 million compared to 2004 prima
due to these factors. The corresponding decreg2@0ih compared to 2003 was $26.8 million. We beliéais trend of decreased intrastate
minutes will continue in 2006, although the magdéwf such decrease is uncertain.

While we expect our operating revenues in 2006tdinue to experience downward pressure primarily  continued access line
losses and reduced network access revenues, wetaxoh declines to be partially offset primarilyedo increased demand for our fiber
transport, DSL and other nonregulated product mifir (including our new video and wireless initiag).

For a more complete description of regulation ammgetition impacting our operations and variousratant risks, please see ltems 1
and 1A of this annual report.

Other mattersOur regulated telephone operations (except foptbperties acquired from Verizon in 2002) are scitje the
provisions of Statement of Financial Accountingr8i@rds No. 71, “Accounting for the Effects of Cartaypes of Regulation” (“SFAS 71").
Actions by regulators can provide reasonable assaraf the recognition of an asset, reduce or shiei the value of an asset and impose a
liability on a regulated enterprise. Such regulagssets and liabilities are required to be reabated, accordingly, reflected in the balance
sheet of an entity subject to SFAS 71. We are mdng the ongoing applicability of SFAS 71 to oegulated telephone operations due tc
changing regulatory, competitive and legislativeimments, and it is possible that changes inlegiun, legislation or competition or in the
demand for regulated services or products couldtresour telephone operations no longer beingexttio SFAS 71 in the near future.

Statement of Financial Accounting Standards No, 1R&gulated Enterprises - Accounting for the Digmuance of Application of
FASB Statement No. 71" (“SFAS 101"), specifies #oeounting required when an enterprise ceasesé¢btime criteria for application of
SFAS 71. SFAS 101 requires the elimination of ttiects of any actions of regulators that have breeognized as assets and liabilities in
accordance with SFAS 71 but would not have beengrized as assets and liabilities by nonregulateerprises. Depreciation rates of
certain assets established by regulatory authsfitieour telephone operations subject to SFASakE Ihistorically included a component for
removal costs in excess of the related estimatiedga value. Notwithstanding the adoption of SFAS,ISFAS 71 requires us to continue to
reflect this accumulated liability for removal codt excess of salvage value even though there isgal obligation to remove the assets.
Therefore, we did not adopt the provisions of SHAS for our telephone operations subject to SFASSFAS 101 further provides that the
carrying amounts of property, plant and equipmeata be adjusted only to the extent the assetsrgr@ired and that impairment shall be
judged in the same manner as for nonregulatedmiges.

Our consolidated balance sheet as of Decembel085, ibcluded regulatory assets of approximately $3llion (primarily deferred
costs related to financing costs and regulatorggedings) and regulatory liabilities of approxinat183.2 million related to estimated
removal costs embedded in accumulated depreci@®described above). Net deferred income taxsassted to the regulatory assets and
liabilities quantified above were $68.3 million.

When and if our regulated operations no longerifyudr the application of SFAS 71, we currently dot expect to record any
impairment charge related to the carrying valuthefproperty, plant and equipment of our reguladééebhone operations. Additionally, upon
the discontinuance of SFAS 71, we would be requioagvise the lives of our property, plant andipment to reflect the estimated useful
lives of the assets. We currently do not expedh saeisions in asset lives will have a material @oipon our results of operations. For
regulatory purposes, the accounting and reportirigiotelephone subsidiaries will not be affectgdhe discontinued application of SFAS
71.

We have certain obligations based on federal, staddocal laws relating to the protection of tiwieonment. Costs of compliance
through 2005 have not been material, and we cuyrdotnot believe that such costs will become niaker

ltem 7 A. Quantitative and Qualitative Disclosure About Market Risk

For information pertaining to the our market riskalbsure, see “ltem 7 - Management'’s DiscussiahAmalysis of Financial Condition and
Results of Operations - Market Risk”.

Item 8. Financial Statements and Supplementary Data



Report of Management

The Shareholders
CenturyTel, Inc.:

Management has prepared and is responsible fantigrity and objectivity of our consolidated fir@al statements. The consolidated
financial statements have been prepared in accoedaith accounting principles generally acceptethenUnited States of America and
necessarily include amounts determined using ostrjpdgments and estimates.

Our consolidated financial statements have beeitealdy KPMG LLP, an independent registered puéticounting firm, who have
expressed their opinion with respect to the fasrasthe consolidated financial statements. Thadlitavas conducted in accordance with
standards of the Public Company Accounting Ovetdiglard (United States).

Management is responsible for establishing and taigiimg adequate internal controls over finanaggarting, a process designed to
provide reasonable assurance regarding the rétjabflfinancial reporting and the preparation imfaincial statements for external purposes in
accordance with generally accepted accounting ipfeez Under the supervision and with the partitgraof management, including our
principal executive officer and principal financ@ficer, we conducted an evaluation of the effestiess of our internal control over financial
reporting based on the frameworkiimernal Control - Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike
Treadway Commission (“COSQ”). Based on our evatunatinder the framework of COS@anagement concluded that our internal control
over financial reporting was effective as of DecemBl, 2005. Management’s assessment of the ef@etss of our internal control over
financial reporting as of December 31, 2005 has lzerlited by KPMG LLP, as stated in their reportolihis included herein.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Also, projections
any evaluation of effectiveness to future periogissabject to the risk that controls may becomdenaate because of changes in condit
or that the degree of compliance with the policeprocedures may deteriorate.

The Audit Committee of the Board of Directors ismgmosed of independent directors who are not oficeremployees. The
Committee meets periodically with the external &ardj internal auditors and management. The Cormaentonsiders the independence of the
external auditors and the audit scope and discussaaal control, financial and reporting mattédsth the external and internal auditors h
free access to the Committee.

/sl R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.

Executive Vice President and Chief Financial Office
March 13, 2006

Report of Independent Registered Public Accourfinm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the consolidated financial statésna&fnCenturyTel, Inc. and subsidiaries as listettém 15a(1). In connection with
our audits of the consolidated financial statememésalso have audited the financial statementdidbeas listed in Item 15a(2). These
consolidated financial statements and financiakstant schedule are the responsibility of the Camigamanagement. Our responsibility is
to express an opinion on these consolidated fimhstatements and financial statement schedulalmseur audits.

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

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all matenéspects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembeRB@5 and 2004, and the results of their operatéomd their cash flows for each of the
years in the thre-year period ended December 31, 2005, in conformiitly U.S. generally accepted accounting principhdso in our opinior
the related financial statement schedule, whenidered in relation to the basic consolidated finanstatements taken as a whole, presents
fairly, in all material respects, the informaticet $orth therein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
effectiveness of the Company’s internal controlrdirancial reporting as of December 31, 2005, Hasecriteria established Internal
Control—Integrated Framewoiiksued by the Committee of Sponsoring Organizatidrike Treadway Commission (COSQand our report
dated March 13, 2006 expressed an unqualified @pioh management’s assessment of, and the effeqiamation of, internal control over
financial reporting.



/sl KPMG LLP
Shreveport, Louisiana
March 13, 2006

Report of Independent Registered Public Accourfinm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited management’s assessment, inclodbd accompanyinBeport of Managemerthat CenturyTel, Inc. maintained
effective internal control over financial reporting of December 31, 2005, based on criteria estagiininternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidriee Treadway Commission (COSO)he Company’s management is
responsible for maintaining effective internal gohbver financial reporting and for its assessnwdrihe effectiveness of internal control over
financial reporting. Our responsibility is to expsean opinion on management’'s assessment andranroph the effectiveness of the
Company’s internal control over financial reportingsed on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8d&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigiaénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéug the design and operating effectivenessitefrnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesagonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesasuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttlegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jde reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companysats that could have a material effect on thenfiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management’s assessment thatuyTel, Inc. maintained effective internal cahtwver financial reporting as of
December 31, 2005, is fairly stated, in all mategapects, based on criteria establishddternal Control—Integrated Frameworksued by
the Committee of Sponsoring Organizations of thea@ivay Commission (COSOMIso, in our opinion, CenturyTel, Inc. maintainéal all
material respects, effective internal control dieancial reporting as of December 31, 2005, basedriteria established imternal
Control—Integrated Framewoiiksued by the Committee of Sponsoring Organizatifrike Treadway Commission (COSO).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the
consolidated financial statements of CenturyTad, &nd subsidiaries and related financial statemgimtdule as listed in ltems 15(a)(1) and 15
(a)(2), respectively, and our report dated March2D®6 expressed an unqualified opinion on those condelitiinancial statements and
related financial statement schedule.

/sl KPMG LLP

Shreveport, Louisiana
March 13, 2006

CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December 31,
2005 2004 2003

(Dollars, except per share amounts,



and shares in thousands)

OPERATING REVENUES $ 2,479,25: 2,407,37. 2,367,61
OPERATING EXPENSES
Cost of services and products (exclusive of deptiei and amortization) 821,92¢ 755,41 739,21(
Selling, general and administrative 388,98t 397,10: 374,35:
Depreciation and amortization 531,93: 500,90: 503,65:
Total operating expenses 1,742,84! 1,653,41! 1,617,21.
OPERATING INCOME 736,40: 753,95: 750,39t
OTHER INCOME (EXPENSE)
Interest expense (201,80) (211,05) (226,75)
Income from unconsolidated cellular entity 4,91( 7,067 6,16(
Other income (expense) (1,742 (2,597 2,15¢
Total other income (expense) (198,63) (206,58.) (218,43)
INCOME BEFORE INCOME TAX EXPENSE 537,77( 547,37. 531,95¢
Income tax expense 203,29: 210,12¢ 187,25:
NET INCOME $ 334,47 337,24« 344,70°
BASIC EARNINGS PER SHARE $ 2.5t 2.4~ 2.4C
DILUTED EARNINGS PER SHARE $ 2.4¢ 2.41 2.3t
DIVIDENDS PER COMMON SHARE $ .24 23 22
AVERAGE BASIC SHARES OUTSTANDING 130,84: 137,21! 143,58:
AVERAGE DILUTED SHARES OUTSTANDING 136,08’ 142,14 148,77
See accompanying notes to consolidated financsgistents.
CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income
Year ended December 31,
2005 2004 2003
(Dollars in thousands)
NET INCOME $ 334,47 337,24 344,70°
OTHER COMPREHENSIVE INCOME, NET OF TAXES
Minimum pension liability adjustment:
Minimum pension liability adjustment, net of $1,4385,916) and $19,31%
tax 2,301 (9,497 35,86¢
Unrealized holding gain:
Unrealized holding gains related to marketable s&es arising during the
period, net of $165 and $940 tax 264 1,50¢ -

Derivative instruments:
Net losses on derivatives hedging variability afttélows, net of ($2,606),



($219) and ($36) tax

Reclassification adjustment for losses includedeahincome, net of $202

and $487 tax

COMPREHENSIVE INCOME

See accompanying notes to consolidated financ#tsients.

CENTURYTEL, INC.
Consolidated Balance Sheets

ASSETS
CURRENT ASSETS

Cash and cash equivalents
Accounts receivable

Customers, less allowance of $11,312 and $12,766

Interexchange carriers and other, less allowan&i0f409 and $8,421
Materials and supplies, at average cost
Other

Total current assets

NET PROPERTY, PLANT AND EQUIPMEN’

GOODWILL AND OTHER ASSETS
Goodwill
Other

Total goodwill and other assets

TOTAL ASSETS

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt
Accounts payable
Accrued expenses and other current liabilities
Salaries and benefits
Income taxes
Other taxes
Interest
Other
Advance billings and customer deposits

Total current liabilities
LONG-TERM DEBT

DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS' EQUITY

(4,180 (352 (67)
324 - 90€
333,19« 328,91( 381,41(
December 31,

2005 2004

(Dollars in thousands)
$ 158,84¢ 167,21!
154,36° 161,82
82,347 70,75!
6,99¢ 5,361
20,45¢ 14,69
423,01¢ 419,84°
3,304,48! 3,341,40:
3,432,64 3,433,86:
602,55t 601,84:
4,035,20! 4,035,70!
$ 7,762,70 7,796,95:
$ 276,73t 249,61°
104,44 141,61¢
60,52: 60,85¢
110,52: 54,64¢
58,66( 47,76
71,58( 67,37¢
14,85! 18,87¢
48,91° 50,86(
746,23( 691,61
2,376,07! 2,762,01!
1,023,13. 933,55!

Common stock, $1.00 par value, authorized 350,@@0shares, issued and outstanding



131,074,399 and 132,373,912 shares
Paid-in capital

Accumulated other comprehensive loss, net of tax

Retained earnings
Preferred stock - non-redeemable

Total stockholders' equity

TOTAL LIABILITIES AND EQUITY

See accompanying notes to consolidated financ#tsients.

CENTURYTEL, INC.

Consolidated Statements of Cash Flows

OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net caskigea by operating

activities
Depreciation and amortization
Deferred income taxes
Income from unconsolidated cellular entity
Changes in current assets and current liasliti
Accounts receivable
Accounts payable
Accrued taxes

Other current assets and other current liadslinet

Retirement benefits

(Increase) decrease in noncurrent assets
Increase (decrease) in other noncurrent ligdsli
Other, net

Net cash provided by operating activities

INVESTING ACTIVITIES
Payments for property, plant and equipment
Acquisitions, net of cash acquired
Investment in debt security
Distributions from unconsolidated cellular énti
Other, net

Net cash used in investing activities

FINANCING ACTIVITIES
Payments of debt
Proceeds from issuance of debt
Repurchase of common stock
Settlement of equity units
Proceeds from issuance of common stock
Settlements of interest rate hedge contracts
Cash dividends
Other, net

131,07 132,37

129,80t 222,20:

(9,619 (8,339

3,358,16: 3,055,54!

7,85( 7,97

3,617,27. 3,409,76!

$ 7,762,70 7,796,95:

Year ended December 31,
2005 2004 2003
(Dollars in thousands)

$ 334,47¢ 337,24« 344,70
531,93: 500,90 503,65:
69,53( 74,37¢ 128,70t
(4,910 (7,067 (6,160
(68E) 2,937 37,98(
(37,179 15,51+ 47,97:
72,97: 27,04( 57,70¢
(8,117 12,83: 17,32:
(16,815 26,95¢ (14,739
1,97¢ (34,74() (42,880
2,63¢ (6,220 (6,15)
18,91: 6,06( (155)
964,73¢ 955,83: 1,067,96:
(414,87) (385,319 (377,939
(75,459 (2,000 (86,249
- (25,000) -

2,33¢ 8,21¢ 1,104
6,59¢ (9,219 (1,560
(481,39)) (413,31) (464,639
(693,34Y) (179,39) (432,259
344,17: - -
(551,759 (401,01) -
398,16: - -
50,37¢ 29,48 33,98(
(7,357) = 22,31¢
(31,867 (31,867 (32,01)
(104) 4,29¢ 4,172




Net cash used in financing activities (491,719 (578,48) (403,809

Net increase (decrease) in cash and cash equis (8,369 (35,96¢) 199,52(
Cash and cash equivalents at beginning of year 167,21" 203,18: 3,661
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 158,84t 167,21! 203,18:

See accompanying notes to consolidated financsgisients.

CENTURYTEL, INC.
Consolidated Statements of Stockholders’ Equity

Year ended December 31,

2005 2004 2003

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

COMMON STOCK

Balance at beginning of year $ 132,37- 144,36« 142,95¢
Repurchase of common stock (16,409 (13,396 -
Issuance of common stock upon settlement of equitg 12,88: - -
Conversion of preferred stock into common stock 7 - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 2,221 1,40¢ 1,40¢
Balance at end of year 131,07« 132,37« 144,36:

PAID-IN CAPITAL

Balance at beginning of year 222,20" 576,51! 537,80
Repurchase of common stock (535,35() (387,61) -
Issuance of common stock upon settlement of equitg 385,28 - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 48,15: 28,07¢ 32,57:
Conversion of preferred stock into common stock 11¢€ - -
Amortization of unearned compensation and other 9,397 5,22¢ 6,13¢
Balance at end of year 129,80¢ 222,20t 576,51

ACCUMULATED OTHER COMPREHENSIVE LOSS,

NET OF TAX
Balance at beginning of year (8,339 - (36,707
Change in other comprehensive income (loss) (net
of reclassification adjustment), net of tax (1,285 (8,339 36,70:
Balance at end of year (9,619 (8,339 -

RETAINED EARNINGS

Balance at beginning of year 3,055,54! 2,750,16: 2,437,47.
Net income 334,47¢ 337,24« 344,70°
Cash dividends declared
Common stock - $.24, $.23 and $.22 per share (31,46¢) (31,46 (31,619
Preferred stock (396) (399 (399
Balance at end of year 3,358,16. 3,055,54! 2,750,16;

UNEARNED ESOP SHARES



Balance at beginning of year - (500 (1,500
Release of ESOP shares - 50C 1,00
Balance at end of year - - (500
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning of year 7,97¢ 7,97¢ 7,97¢
Conversion of preferred stock into common stock (125) - -
Balance at end of year 7,85( 7,97¢ 7,97¢
TOTAL STOCKHOLDERS' EQUITY $ 3,617,27. 3,409,76! 3,478,51
COMMON SHARES OUTSTANDING
Balance at beginning of year 132,37: 144,36« 142,95¢
Repurchase of common stock (16,409 (13,39¢) -
Issuance of common stock upon settlement of equitg 12,88: - -
Conversion of preferred stock into common stock 7 - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 2,221 1,40¢ 1,40¢
Balance at end of year 131,07- 132,37: 144,36«

See accompanying notes to consolidated financsistents.



CENTURYTEL, INC.
Notes to Consolidated Financial Statements
December 31, 2005

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidatio- Our consolidated financial statements includeab@ounts of CenturyTel, Inc. and its majority-odne
subsidiaries.

Regulatory accountin- Our regulated telephone operations (except feptioperties acquired from Verizon in 2002) argesxttio the
provisions of Statement of Financial Accountingrisards No. 71, “Accounting for the Effects of Cartaypes of Regulation” (“SFAS 71").
Actions by regulators can provide reasonable asseraf the recognition of an asset, reduce or phiei the value of an asset and impose a
liability on a regulated enterprise. Such regulpgssets and liabilities are required to be reabatel, accordingly, reflected in the balance
sheet of an entity subject to SFAS 71. We are rodni the ongoing applicability of SFAS 71 to oegulated telephone operations due tc
changing regulatory, competitive and legislativeimmments, and it is possible that changes inlegigun, legislation or competition or in the
demand for regulated services or products couldltresour telephone operations no longer beingesttio SFAS 71 in the near future. Our
consolidated balance sheet as of December 31,iB6iled regulatory assets of approximately $3.liani(consisting primarily of deferred
costs related to financing costs and regulatorggedings) and regulatory liabilities of approxinat183.2 million related to estimated
removal costs embedded in accumulated depreci@®required to be recorded by regulators). Netrdedl income tax assets related to the
regulatory assets and liabilities quantified abaese $68.3 million.

Estimates- The preparation of financial statements in comiity with generally accepted accounting principleguires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosumeafingent assets and liabilities at the date
of the financial statements and the reported ansoofitevenues and expenses during the reportingdoekctual results may differ from tho
estimates.

Revenue recognitio- Revenues are generally recognized when serviegsravided or when products are delivered to custs. Revenue

that is billed in advance includes monthly recugniretwork access services, special access seancksmonthly recurring local line charges.
The unearned portion of this revenue is initiakjfetred as a component of advanced billings anthmes deposits on our balance sheet and
recognized as revenue over the period that thecgsrare provided. Revenue that is billed in ag@@eludes nonrecurring network access
services, nonrecurring local services and longadist services. The earned but unbilled portiomisfrevenue is recognized as revenue in the
period that the services are provided.

Certain of our telephone subsidiaries’ revenuedased on tariffed access charges filed directti thie Federal Communications
Commission; the remainder of our telephone subsédigarticipate in revenue sharing arrangemertts other telephone companies for
interstate revenue and for certain intrastate regeBSuch sharing arrangements are funded by t@hree and/or access charges within state
jurisdictions and by access charges in the interstearket. Revenues earned through the varioughgharangements are initially record
based on our estimates.

Allowance for doubtful accoun. In evaluating the collectibility of our accoumeceivable, we assess a number of factors, inaduaispecific
customer’s or carries’ ability to meet its financial obligations to tise length of time the receivable has been pastaddéhistorical collectio
experience. Based on these assessments, we rethrspiecific and general reserves for uncollectigieounts receivable to reduce the stated
amount of applicable accounts receivable to thetenhae ultimately expect to collect.

Property, plant and equipme- Telephone plant is stated at original cost. Ndma@rements of telephone plant are charged agains
accumulated depreciation, along with the costewofaval, less salvage, with no gain or loss recaghiRenewals and betterments of plant
and equipment are capitalized while repairs, a$ agtenewals of minor items, are charged to opera&xpense. Depreciation of telephone
plant is provided on the straight line method usilags or overall group rates acceptable to regulatuthorities; such average rates range
from 2% to 20%.

Non-elephone property is stated at cost and, whenaaletired, a gain or loss is recognized. Deptamiaof such property is provide
on the straight line method over estimated semwes ranging from two to 35 years.

Intangible asset- Statement of Financial Accounting Standards M@, 1Goodwill and Other Intangible Assets” (“SFA82T), requires
goodwill recorded in a business combination toénéewed for impairment and to be written down anlyperiods in which the recorded
amount of goodwill exceeds its fair value. Impainnef goodwill is tested at least annually by conmuathe fair value of the reporting unit
its carrying value (including goodwill). Estimatekthe fair value of the reporting unit are basedraluation models using criterion such as



multiples of earnings.

Long-lived assets Statement of Financial Accounting Standards Nd., YAccounting for the Impairment or Disposal ajrig-Lived

Assets” (“SFAS 144"), addresses financial accounénd reporting for the impairment or disposaloofg-lived assets (exclusive of goodwill)
and also broadens the reporting of discontinuedatioas to include all components of an entity wagierations that can be distinguished f
the rest of the entity and that will be eliminafesim the ongoing operations of the entity in a dis transaction.

Affiliated transaction:- Certain of our service subsidiaries provide illatisn and maintenance services, materials angl&s and
managerial, operational, technical, accountingadministrative services to subsidiaries. In additi@enturyTel provides and bills
management services to subsidiaries and in carnstiances makes interest bearing advances to gnammtstruction of plant and purchases of
equipment. These transactions are recorded byetapttone subsidiaries at their cost to the extemhjited by regulatory authorities.
Intercompany profit on transactions with regulaaéiiates is limited to a reasonable return ondstiment and has not been eliminated in
connection with consolidating the results of operet of CenturyTel and its subsidiaries. Intercompprofit on transactions with affiliates
not subject to SFAS 71 has been eliminated.

Income taxe- We file a consolidated federal income tax retwith our eligible subsidiaries. We use the assdtlafility method of
accounting for income taxes under which deferreditsets and liabilities are established for theréutax consequences attributable to
differences between the financial statement cagrgimounts of assets and liabilities and their rethpetax bases.

Derivative financial instrument- We account for derivative instruments and hedgictivities in accordance with Statement of Finahci
Accounting Standards No. 133, “Accounting for Dative Instruments and Hedging Activities” (“SFAS3IB as amended. SFAS 133, as
amended, requires that all derivative instrumesush as interest rate swaps, be recognized inrthadial statements and measured at fair
value regardless of the purpose or intent of hgldirem. On the date a derivative contract is edtan®, we designate the derivative as either
a fair value or cash flow hedge. A hedge of thevalue of a recognized asset or liability or ofuamecognized firm commitment is a fair
value hedge. A hedge of a forecasted transactitimeovariability of cash flows to be received ordp@lated to a recognized asset or liability
is a cash flow hedge. We also formally assess, &iotie hedge's inception and on an ongoing bakisther the derivatives that are used in
hedging transactions are highly effective in otisgtchanges in fair values or cash flows of hedggs. If we determine that a derivative is
not highly effective as a hedge or that it has eéds be a highly effective hedge, we would distar hedge accounting prospectively. We
recognize all derivatives on the balance sheéteit fair value. Changes in the fair value of dative financial instruments are either
recognized in income or stockholders’ equity (@s@ponent of other comprehensive income), deperalinghether the derivative is being
used to hedge changes in the fair value or cassfldVe do not hold or issue derivative financiatinoments for trading or speculative
purposes. Management periodically reviews our ex@ot interest rate fluctuations and implementstatiies to manage the exposure.

Earnings per shar- Basic earnings per share amounts are determiméitedbasis of the weighted average number of camshares
outstanding during the applicable accounting periitlited earnings per share gives effect to aléptal dilutive common shares that were
outstanding during the period. In the fourth quantfe2004, we adopted the requirements of Emertgages Task Force No. 04-8He Effect
of Contingently Convertible Instruments on Dilutédrnings Per Share,” in calculating our dilutechésgs per share. See Note 12 for
additional information.

Stock-based compensatio@ver the past several years, we accounted fok slompensation plans using the intrinsic valuehoetin
accordance with Accounting Principles Board Opinliim 25, “Accounting for Stock Issued to Employées, allowed by Statement of
Financial Accounting Standards No. 123, “AccountiogStock-Based Compensation” (“SFAS 123"). Opsittave been granted at a price
either equal to or exceeding the then-current nmigkee. Accordingly, we have not to date recogdizempensation cost in connection with
issuing stock options.

During 2005 we granted 1,015,025 options at mgvkiee. The weighted average fair value of eactnefa005 options was estimated
as of the date of grant to be $12.68 using an pgiricing model with the following assumptions: idiend yield - .7%; expected volatility -
30%; weighted average risk-free interest rate %4.28nd expected option life - seven years.

During 2004 we granted 952,975 options at markieepimhe weighted average fair value of each o@4 options was estimated as
of the date of grant to be $10.25 using an optigciy model with the following assumptions: dividkyield - .7%; expected volatility30%;
weighted average risk-free interest rate - 3.6%;@pected option life - seven years.

During 2003 we granted 1,720,317 options at mgvkiee. The weighted average fair value of eactnefa003 options was estimated
as of the date of grant to be $9.94 using an ogiraring model with the following assumptions: diend yield - .7%; expected volatility -
30%; weighted average risk-free interest rate %3.dnd expected option life - seven years.

If compensation cost for our options had been datexd consistent with SFAS 123, our net incomeeamtiings per share on a pro
forma basis for 2005, 2004 and 2003 would have bsdbllows:



Year ended December 31, 2005 2004 2003

(Dollars in thousands,
except per share amoun

Net income, as reporte $ 334,47¢ 337,24 344,70
Add: Stock-based compensation expense reflected
in net income, net of tax 96 - -

Less: Total stock-based compensation

expense determined under fair value based

method, net of tax (12,53) (9,767 (13,189
Pro forma net income $ 322,03t 327,47 331,52

Basic earnings per share

As reported $ 2.5 2.4t 2.4C

Pro forma $ 2.4¢ 2.3¢ 2.31
Diluted earnings per share

As reported $ 2.4¢ 2.41 2.3E

Pro forma $ 2.4C 2.34 2.2€

Beginning in the first quarter of 2006, we will gddhe provisions of Statement of Financial AccanmiStandards No. 123 (Revised
2004), “Share-Based Payments” (“SFAS 123(RPFAS 123(R) requires us to measure the cost aértiloyee services received in exche
for an award of equity instruments based uponadiresBlue of the award on the grant date. Suchwikbe recognized as an expense ove
period during which the employee is required tovjafe service in exchange for the award. In accardamth SFAS 123(R), compensation
cost is also recognized over the applicable remgiaesting period for any outstanding awards thanat fully vested as of the effective di
On December 14, 2005, the Compensation CommitteeroBoard of Directors approved accelerating thgting of all unvested stock optic
outstanding (which totaled approximately 1.5 millioptions) under our management incentive compiemsplans, effective as of December
31, 2005. The Committee accelerated the vestinigghéw eliminate the recognition of compensatiopense which would otherwise have
been required by SFAS 123(R). The aggregate preeapensation expense that we will avoid is appnaxely $4.9 million, of which
approximately $4.1 million would have been recogdim 2006. The table above includes this $4.9a@nilhmount as a pro forma
compensation expense for 2005. We recognized appadaly $156,000 of expense ($96,000 net of tathénfourth quarter of 2005 upon
accelerating the vesting of all options outstanding

Cash equivalentsWe consider short-term investments with a matuitdate of purchase of three months or less twabk equivalents.

(2) ACQUISITIONS

On June 30, 2005, we acquired fiber assets in tfopmitan markets from KMC Telecom Holdings, IiftKMC") for approximately
$75.5 million. The assets acquired and liabilifssumed have been reflected in our consolidateshbalsheet based on a purchase price
allocation determined by independent third parflé®e vast majority of the purchase price was atkxt#o property, plant and equipment. See
Note 3 for information concerning amounts allocatedertain intangible assets as a result of theCkadquisition

In June and December 2003, we acquired certain fibasport assets for an aggregate of $55.2 mittessh (of which $3.8 million was
paid as a deposit in 2002). In the fourth quart&0®3, we purchased an additional 24.3% intereattelephone company in which we ow
a majority interest for $32.4 million cash.

The results of operations of the acquired propedie included in our results of operations from after the respective acquisition
dates.

3 GOODWILL AND OTHER ASSETS

Goodwill and other assets at December 31, 20028604 were composed of the following:

December 31, 2005 2004




(Dollars in thousands)

Goodwill $ 3,432,64! 3,433,86:
Billing system development costs, less accumulatedrtization of $14,899 and $4,652 193,57¢ 202,34¢
Cash surrender value of life insurance contracts 94,80: 93,79:
Prepaid pension asset 73,36( 46,80(
Intangible assets not subject to amortization 36,69( 35,30(
Marketable securities 29,19¢ 30,09:
Deferred interest rate hedge contracts 25,62« 28,43t
Investment in debt security 21,61 21,01

Intangible assets subject to amortization
Customer base, less accumulated amortization 8495nd $3,756 19,74t 18,94«
Contract rights, less accumulated amortizationlg861 and $465 2,32¢ 3,72
Other 105,62! 121,39:
$ 4,035,20! 4,035,70!

As of September 30, 2005, we completed the reqainedial impairment test under SFAS 142 and deteuiniur goodwill was not
impaired.

We recently implemented a new integrated billind anstomer care system. We accounted for the tmsisvelop such system in
accordance with Statement of Position 98-1, “Acc¢mgnfor the Costs of Computer Software Develope®btained for Internal Use.”
Aggregate capitalized costs (before accumulatedi@ration) totaled $207.0 million and is being atim#d over a twenty-year period.

In the third quarter of 2004, we entered into @¢hyear agreement with EchoStar Communicationsdzatipon (“EchoStar”) to provide
co-branded satellite television services to outausrs. As part of the transaction, we invested@on in an EchoStar convertible
subordinated debt security, which had a fair valueate of issuance of approximately $20.8 milama matures in 2011. The remaining $4.2
million paid was established as an intangible aagbutable to our contractual right to providdeo service and is being amortized over a
three-year period.

In connection with the acquisitions of propertiesni Verizon Communications, Inc. (“Verizon”) in 2B0we assigned $35.3 million of
the purchase price as an intangible asset assweidtte franchise costs (which includes amounts ssagy to maintain eligibility to provide
telecommunications services in its licensed serareas). In 2005, we assigned $1.4 million of theclpase price of our acquisition of KMC
fiber assets as an intangible asset. Such assetsahandefinite life and therefore are not subfe@mortization currently.

We assigned $22.7 million of the purchase prica tostomer base intangible asset in connectionthvttacquisitions of Verizon
properties in 2002. In 2005, $2.4 million of theghase price of our acquisition of KMC fiber asse&s assigned to a customer base
intangible asset. Such assets are being amortizxdl years. In addition, as mentioned aboveQiv2ave established an intangible asset
related to the contractual rights to provide videovice. Total amortization expense for these castdase and contractual right intangible
assets for 2005, 2004 and 2003 was $3.0 millior) $#llion and $1.5 million, respectively, and igpected to be $3.1 million in 2006, $2.6
million in 2007, and $1.7 million annually thereafthrough 2010.

4) PROPERTY, PLANT AND EQUIPMENT

Net property, plant and equipment at December 3252nd 2004 was composed of the following:

December 31, 2005 2004
(Dollars in thousands)

Cable and wire $ 4,123,80! 3,948,78.
Central office 2,532,03. 2,385,401
General support 768,97 785,02!
Fiber transport 188,45: 150,09¢
Information origination/termination 59,83¢ 56,42¢
Construction in progress 81,53: 66,48t

Other 46,74* 38,79:




7,801,37 7,431,01
Accumulated depreciation (4,496,89) (4,089,61))
Net property, plant and equipme $ 3,304,48! 3,341,40:

Depreciation expense was $528.9 million, $498.%ioniland $502.1 million in 2005, 2004 and 2003 pexdively. The year 2004
included a reduction in depreciation expense of&idllion to adjust the balances of certain ovepwtciated property, plant and equipment
accounts.

(5)  LONG-TERM DEBT

Our long-term debt as of December 31, 2005 and 2@®as follows:

December 31, 2005 2004
(Dollars in thousands)
CenturyTel
Senior notes and debentures:
6.55% Series C $ - 50,00(
7.20% Series D, due 2025 100,00( 100,00(
6.15% Series E - 100,00(
6.30% Series F, due 2008 240,00( 240,00(
6.875% Series G, due 2028 425,00( 425,00(
8.375% Series H, due 2010 500,00t 500,00t
6.02% Series J, due 2007 100,90¢ 500,00t
4.75% Series K, due 2032 165,00( 165,00(
7.875% Series L, due 2012 500,00t 500,00t
5.0% Series M, due 2015 350,00t -
Unamortized net discount (6,579 (3,919
Net fair value of derivative instruments related to
Series H and L senior notes (3,929 10,86¢
Other 39 79
Total CenturyTel 2,370,441 2,587,02!
Subsidiaries

First mortgage debt
5.32%* notes, payable to agencies of the U. S. gorent and cooperative lending

associations, due in installments through 2028 146,90! 210,40:
7.98% notes, due through 2016 4,70( 4,96¢
Other debt

6.87%* unsecured medium-term notes, due througi® 200 122,49¢ 197,99¢

9.40%* notes, due in installments through 2028 4,931 6,187

5.53%* capital lease obligations, due through 2008 3,331 5,05¢

Total subsidiaries 282,36¢ 424,61

Total long-term debt 2,652,801 3,011,633
Less current maturities 276,73t 249,61
Long-term debt, excluding current maturities $ 2,376,07! 2,762,01!

* Weighted average interest rate at December 315 20

The approximate annual debt maturities for the jiears subsequent to December 31, 2005 are aw$0lRD06 - $276.7 million
(including $165 million aggregate principal amoohbur convertible debentures, Series K, due 2@82ch can be put to us at various dates
beginning in 2006); 2007 - $121.1 million; 2008288.6 million; 2009 - $15.6 million; and 2010 - $53 million.

Certain of our loan agreements contain variousiotisins, among which are limitations regardingiessce of additional debt, payment of
cash dividends, reacquisition of capital stock atiabr matters. In addition, the transfer of fundsrf certain consolidated subsidiaries to
CenturyTel is restricted by various loan agreemedubsidiaries which have loans from governmenneigs and cooperative lending



associations, or have issued first mortgage bayefserally may not loan or advance any funds to @gmel, but may pay dividends if
certain financial ratios are met. At December 302 restricted net assets of subsidiaries wer8.$18illion and subsidiaries’ retained
earnings in excess of amounts restricted by delgrants totaled $1.9 billion. At December 31, 2Gfroximately $2.6 billion of our
consolidated retained earnings reflected on thaengal sheet was available under our loan agreerfoerite declaration of dividends.

The senior notes and debentures of CenturyTelreef¢o above were issued under an indenture datediVB1, 1994. This indenture
does not contain any financial covenants, but deegade restrictions that limit our ability to (@cur, issue or create liens upon its property
and (ii) consolidate with or merge into, or tramsfelease all or substantially all of its assetsany other party. The indenture does not co
any provisions that are tied to our credit ratirgsthat restrict the issuance of new securitighénevent of a material adverse change to us.

Approximately 16% of our property, plant and equgmis pledged to secure the long-term debt ofididrees.

In May 2004, we prepaid all $100 million aggregatimcipal amount of our 8.25%, Series B notes, 200@4. We incurred a $4.6 million
pre-tax expense (a $3.6 million prepayment premamaha $1.0 million write-off of unamortized defatr@ebt costs) in the second quarter of
2004 associated with this prepayment.

In May 2002, we issued and sold in an underwrigteblic offering $500 million of equity units, eachwhich were priced at $25 and
consisted initially of a beneficial interest in ar@uryTel senior unsecured note (Series J, due 2087emarketable in 2005) with a principal
amount of $25 and a contract to purchase shar€smturyTel common stock no later than May 2005 hgagachase contract generally
required the holder to purchase between .69448L.of a share of CenturyTel common stock on M&y2005 in exchange for $25, subj
to certain adjustments and exceptions.

In February 2005, we remarketed substantiallpfatiur $500 million of outstanding Series J semiotes due 2007 (the notes described
above), at an interest rate of 4.628%. We receidedroceeds in connection with the remarketinglases proceeds were held in trust to
secure the equity unit holders’ obligation to parst common stock from us on May 16, 2005. In caiorewith the remarketing, we
purchased and retired approximately $400 milliothef notes, resulting in approximately $100 millr@maining outstanding. We incurred a
pre-tax charge of approximately $6.0 million in firet quarter of 2005 related to purchasing ariling the notes. Proceeds to purchase such
notes came from the February 2005 issuance of 88%0n of 5% senior notes, Series M, due 2015 aash on hand.

Between April 15, 2005 and May 4, 2005, we repased and cancelled an aggregate of approximateipilion of our equity units in
privately-negotiated transactions with six insttogl holders at an average price of $25.18 pdt Tihie remaining 15.9 million equity units
outstanding on May 16, 2005 were settled in stackdcordance with the terms and conditions of tirelpase contract that formed a part of
such unit. Accordingly, on May 16, 2005, we recdipeoceeds of approximately $398.2 million and éssapproximately 12.9 million
common shares in the aggregate. See Note 8 faniation on our accelerated share repurchase progtaahn mitigated the dilutive impact
of issuing these 12.9 million shares.

As of December 31, 2005, we had available a $7%mfive-year revolving credit facility. We hadroutstanding borrowings under
our facility at December 31, 2005. At DecemberZ105, our telephone subsidiaries had availableser$115.9 million of commitments for
long-term financing from the Rural Utilities Sergic

In the third quarter of 2002, we issued $165 millad convertible senior debentures, Series K, diB23which bear interest at 4.75%
and which may be converted under certain specfii@limstances into shares of CenturyTel commorksaba conversion price of $40.455
per share). Holders of the convertible senior dabres will have the right to require us to purchab®r a portion of the debentures on Au¢
1, 2006, August 1, 2010 and August 1, 2017. In easle, the purchase price payable will be equbd@846 of the principal amount of the
debentures to be purchased plus any accrued amddungerest to the purchase date. We will pay d¢ashll debentures so purchased on
August 1, 2006. For any such purchases on or Afigust 1, 2010, we may choose to pay the purchase ip cash or shares of our common
stock, or any combination thereof (except that vilepay any accrued and unpaid interest in cash).

(6) DERIVATIVE INSTRUMENTS

In 2003, we entered into four separate fair vatterest rate hedges associated with the full $5limprincipal amount of our Series
L senior notes, due 2012, that pay interest atalfrate of 7.875%. These hedges are “fixed tabtal interest rate swaps that effectively
convert our fixed rate interest payment obligationder these notes into obligations to pay varisdties that range from the six-month
London InterBank Offered Rate (“LIBOR”) plus 3.229&6the six-month LIBOR plus 3.67%, with settlemant rate reset dates occurring
each six months through the expiration of the hedigéAugust 2012. As of December 31, 2005, we zedlia weighted average interest rat
8.25% related to these hedges. Interest expensesdiased by $386,000 during 2005 as a result ckthedges. The aggregate fair value of
such hedges at December 31, 2005 was $17.6 midlidris reflected on the accompanying balance stseleoth a liability (included in
“Deferred credits and other liabilities”) and adexrease to our underlying long-term debt.



In late 2004 and early 2005, we entered into séwash flow hedges that effectively locked in thierest rate on a majority of certain
anticipated debt transactions that we ultimateipgleted in February 2005. We locked in the interat on (i) $100 million of 2.2§ear dek
(remarketed in February 2005) at 3.9%; (ii) $73ioml of 10-year debt (issued in February 2005).4¢& and (iii) $225 million of 10-year
debt (issued in February 2005) at 5.5%. In Febr@afp, upon settlement of such hedges, we (i) vedeb366,000 related to the 2.25-year
debt remarketing, which is being amortized as actdn of interest expense over the remaining tefithe debt, and (ii) paid $7.7 million
related to the 10-year debt issuance, which isghamortized as an increase in interest expensetioger0-year term of the debt.

(7) DEFERRED CREDITS AND OTHER LIABILITIES

Deferred credits and other liabilities at Decentier2005 and 2004 were composed of the following:

December 31, 2005 2004
(Dollars in thousands)

Deferred federal and state income taxes $ 670,42( 601,75
Accrued postretirement benefit costs 241,15: 232,54¢
Fair value of interest rate swap 17,64* 6,28:
Additional minimum pension liability 11,66: 18,45(
Minority interest 8,37 7,50¢
Other 73,88: 67,00°

$ 1,023,13. 933,55:

(8) STOCKHOLDERS' EQUITY

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

December 31, 2005
(In thousands)
Incentive compensation programs 11,031
Acquisitions 4,064
Employee stock purchase plan 4,63
Dividend reinvestment plan 334
Conversion of convertible preferred stock 42¢
Other employee benefit plans 2,22¢
22,724

In accordance with previously announced stock i@mse programs, we repurchased 16.4 million si{fme$551.8 million) and 13.4
million shares (for $401.0 million) in 2005 and 20@espectively. The 2005 repurchases included mll®n shares repurchased (for an
initial price of $416.5 million) under acceleratglthre repurchase agreements (see below for addititdormation).

In late May 2005, we entered into accelerated skemerchase agreements with three investment hah&seby we repurchased and
retired approximately 12.9 million shares of oumenon stock for an aggregate of $416.5 million d@stan initial average price of $32.34
per share). We funded this purchase using the pdsceeceived from the settlement of the equitysumiéntioned in Note 5 and from cash on
hand. As part of the accelerated share repurchasgsaictions, we simultaneously entered into forweartdracts with the investment banks
whereby the investment banks purchased an aggrefjage9 million shares of our common stock duriihg term of the contracts. At the end
of the repurchase period, we paid an aggregatppbaimately $21.0 million cash to the investmeaihks since the investment banks’
weighted average purchase price during the repsecpariod was higher than the initial average pki¢e reflected such settlement amour
an adjustment to equity.

See Note 18 for information concerning a $1.0dmillshare repurchase program approved by our béalideators in February 2006.
Under CenturyTel's Articles of Incorporation eat¢tage of common stock beneficially owned continugisl the same person since

May 30, 1987 generally entitles the holder thetedEn votes per share. All other shares entigehtbider to one vote per share. At December
31, 2005, the holders of 7.7 million shares of camratock were entitled to ten votes per share.



Preferred stocl- As of December 31, 2005, we had 2.0 million sharfeauthorized preferred stock, $25 par valueshare. At December 31,
2005 and 2004, there were 314,000 and 319,000sshaspectively, of outstanding convertible prefdrstock. Holders of outstanding
CenturyTel preferred stock are entitled to recemwmulative dividends, receive preferential disttibos equal to $25 per share plus unpaid
dividends upon CenturyTel’s liquidation and voteaasingle class with the holders of common stock.

Shareholders’ Rights Planin 1996 the Board of Directors declared a divilefione preference share purchase right for eactnon share
outstanding. Such rights become exercisable ifveimeh a potential acquiror takes certain steps dqoiee 15% or more of CenturyTel's
common stock. Upon the occurrence of such an aitiquiseach right held by shareholders other thenacquiror may be exercised to rece
that number of shares of common stock or otherrgg@siof CenturyTel (or, in certain situationsetacquiring company) which at the time of
such transaction will have a market value of tveets the exercise price of the right. Such planresph November 2006 and will be
reconsidered for renewal by our Board of Directors.

9 POSTRETIREMENT BENEFITS

We sponsor health care plans (which use a DeceBibereasurement date) that provide postretiremargftie to all qualified retired
employees.

In May 2004, the Financial Accounting StandardsrBdssued Financial Statement Position FAS 106+ickvprovides accounting
guidance to sponsors of postretirement health gares that are impacted by the Medicare Prescrifiug, Improvement and Modernizati
Act of 2003 (the “Act”). We believe that certainudrbenefits offered under our postretirement headtle plans will qualify for subsidy under
Medicare Part D. In the third quarter of 2004, \wgmeated that the effect of the Act on us would lm®imaterial. We first reflected the effects
of the Act as of the December 31, 2004 measuredwrt As of this date, we estimated that the réoludd our accumulated benefit
obligation attributable to prior service cost wapximately $7 million and reflected such amounta actuarial gain.

In 2005, in connection with negotiating certainamcontracts, we amended certain retiree contohuind retirement eligibility
provisions of our plan. In 2003, we announced changffective January 1, 2004, that (i) decreasedbsidization of benefits provided
under our postretirement benefit plan for existiagticipants and (ii) eliminated our subsidizatairbenefits for employees hired after Jani
1, 20083.

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

December 31, 2005 2004 2003
(Dollars in thousands)

Change in benefit obligation

Benefit obligation at beginning of year $ 305,72( 311,42: 253,76:
Service cost 6,28¢ 6,40¢ 6,17¢
Interest cost 16,71¢ 17,58¢ 18,21¢
Participant contributions 1,637 1,362 1,19¢
Plan amendments 23,28¢ 2,52¢ (34,59
Actuarial (gain) loss 16,39: (18,185 79,16:
Benefits paid (16,10 (15,390 (12,499
Benefit obligation at end of year $ 353,94 305,72( 311,42:

Change in plan assets

Fair value of plan assets at beginning of year $ 29,57( 29,87 28,697
Return on assets 1,44C 2,371 4,47¢
Employer contributions 13,00( 11,35( 8,00(
Participant contributions 1,637 1,362 1,19¢
Benefits paid (16,102 (15,396 (12,499
Fair value of plan assets at end of year $ 29,54t 29,57( 29,877

Net periodic postretirement benefit cost for 208304 and 2003 included the following components:

Year ended December 31, 2005 2004 2003




(Dollars in thousands)

Service cost $ 6,28¢ 6,404 6,17¢€
Interest cost 16,71¢ 17,58¢ 18,21¢
Expected return on plan assets (2,440 (2,465 (2,367
Amortization of unrecognized actuarial loss 2,91¢ 3,611 1,731
Amortization of unrecognized prior service cost (1,876 (3,649 (2,447
Net periodic postretirement benefit ¢ $ 21,60 21,48] 21,30¢

The following table sets forth the amounts recoedias liabilities for postretirement benefits at&mber 31, 2005, 2004 and 2003.

December 31, 2005 2004 2003
(Dollars in thousands)

Benefit obligation $ (353,94) (305,72() (311,42)
Fair value of plan assets 29,54t 29,57( 29,877
Unamortized prior service cost (1,72¢6) (26,89)) (33,069
Unrecognized net actuarial loss 82,66( 68,18: 89,89:
Accrued benefit cost $ (243,46 (234,85¢) (224,719

Assumptions used in accounting for postretirememniefits as of December 31, 2005 and 2004 were:

2005 2004
Determination of benefit obligation
Discount rate 5.5% 5.7t
Healthcare cost increase trend rates (Mediczgfpiption Drug)
Following year 9.0%/14.% 10.0/15.(
Rate to which the cost trend rate is assutoelecline (the ultimate cost trend rate) 5.0%/5.(% 5.0/5.(
Year that the rate reaches the ultimatétcesd rate 2010/201! 2010/201!
Determination of benefit cost
Discount rate 5.7%% 6.C
Expected return on plan assets 8.2:% 8.2¢

We employ a total return investment approach wheeetmix of equities and fixed income investmentsaed to maximize the long-
term return of plan assets for a prudent levelsif. fThe intent of this strategy is to minimizempkexpenses by outperforming plan liabilities
over the long term. Risk tolerance is establisihedugh careful consideration of plan liabilitietampfunded status and corporate financial
condition. We measure and monitor investment riskaio ongoing basis through annual liability measwnats, periodic asset studies and
periodic portfolio reviews.

Our postretirement benefit plan weighted-averagetaalocations at December 31, 2005 and 2004 Bt @ategory are as follows:

2005 2004
Equity securities 60.2% 63.C
Debt securities 31.4 34.1
Other 8.4 2.8
Total 100.(% 100.C

In determining the expected return on plan assetstudy historical markets and apply the widelgegated capital market principle

that assets with higher volatility and risk generatgreater return over the long term. We evalaatent market factors such as inflation and

interest rates before determining long-term capitatket assumptions. We also review peer data shafical returns to check for
reasonableness.



Assumed health care cost trends have a signifeféedt on the amounts reported for postretiremenelfit plans. A one-percentage-
point change in assumed health care cost ratesiviawve the following effects:

1-Percentage 1-Percentage
Point Increase  Point Decrease

(Dollars in thousands)

Effect on annual total of service and interest coshponents $ 1,49¢ (1,429
Effect on postretirement benefit obligation $ 23,15¢ (21,730

We expect to contribute approximately $18 milliorour postretirement benefit plan in 2006.
Our estimated future projected benefit paymentsupdr postretirement benefit plan are as follows:

Before Medicare Medicare Net of
Year Subsidy Subsidy Medicare Subsidy

(Dollars in thousands)

2006 $ 18,50( (800) 17,70(
2007 $ 20,70( (900) 19,80(
2008 $ 22,90( (1,000) 21,90
2009 $ 24,40( (1,100) 23,30(
2010 $ 26,00( (1,100 24,90(
2011-2015 $ 140,60( (6,100) 134,50(

(10) DEFINED BENEFIT AND OTHER RETIREMENT PLANS

We sponsor defined benefit pension plans for sakiaty all employees. We also sponsor a Suppleaiditecutive Retirement Plan to
provide certain officers with supplemental retiremeleath and disability benefits. We use a Decer@beneasurement date for our plans.

The following is a reconciliation of the beginniagd ending balances for the aggregate benefitatidig and the plan assets for our
above-referenced defined benefit plans.

December 31, 2005 2004 2003
(Dollars in thousands)

Change in benefit obligation

Benefit obligation at beginning of year $ 418,63( 390,83 346,25t
Service cost 15,33 14,17¢ 12,84(
Interest cost 23,99: 23,15¢ 23,61
Plan amendments 31 42¢ -
Settlements - - (9,962
Actuarial loss 28,01¢ 16,30« 46,22
Benefits paid (25,402 (26,2660 (28,139
Benefit obligation at end of year $ 460,59¢ 418,63( 390,83

Change in plan assets

Fair value of plan assets at beginning of year $ 363,98 348,30¢ 266,42(
Return on plan assets 25,45 35,89: 52,78:
Employer contributions 43,33t 6,047 50,43
Acquisitions - - 6,807
Benefits paid (25,402 (26,2660 (28,139
Fair value of plan assets at end of year $ 407,36° 363,98 348,30¢

At December 31, 2005 and 2004, our underfundedipemptans (meaning those with projected benefitgattions in excess of plan
assets) had aggregate benefit obligations of $48ili®n and $172.0 million, respectively, and aggate plan assets of $382.2 million and



$109.0 million, respectively.

Net periodic pension expense for 2005, 2004 an® 2@fluded the following components:

Year ended December 31, 2005 2004 2003
(Dollars in thousands)

Service cost $ 15,33: 14,17¢ 12,84(
Interest cost 23,99: 23,15¢ 23,61,
Expected return on plan assets (29,225 (28,195 (22,065
Settlements - 1,09: 2,23:
Recognized net losses 6,32¢ 5,52¢ 7,214
Net amortization and deferr 28¢ 27¢ 397
Net periodic pension expen $ 16,71¢ 16,03: 24,23¢

The following table sets forth the combined plausided status and amounts recognized in our cataelil balance sheet at December
31, 2005, 2004 and 2003.

December 31, 2005 2004 2003
(Dollars in thousands)

Benefit obligation $ (460,599 (418,63() (390,83))
Fair value of plan assets 407,36’ 363,98 348,30¢
Unrecognized transition asset (39€) (64¢) (900
Unamortized prior service cost 3,10¢ 3,61¢ 3,721
Unrecognized net actuarial loss 123,87¢ 98,47¢ 98,75¢
Prepaid pension cost $ 73,36( 46,80( 59,05¢

Our accumulated benefit obligation as of Decemiie2805 and 2004 was $392.3 million and $353.lionillrespectively.

Amounts recognized on the balance sheet consist of:

December 31, 2005 2004 2003
(Dollars in thousands)

Prepaid pension cost (reflected in Other Assets) $ 73,36( 46,80( 59,05¢

Additional minimum pension liability (reflected Deferred
Credits and Other Liabilities) (11,667) (18,450) -
Intangible asset (reflected in Other Assets) - 3,04: -
Accumulated Other Comprehensive Loss 11,66 15,40" -
$ 73,36( 46,80( 59,05¢

Assumptions used in accounting for the pensiongtenof December 2005 and 2004 were:

2005 2004
Determination of benefit obligation
Discount rate 5.5% 5.7¢
Weighted average rate of compensation increase 4.C% 4.C
Determination of benefit cost
Discount rate 5.75% 6.C
Weighted average rate of compensation increase 4.C% 4.C

Expected long-term rate of return on assets 8.25% 8.2¢




We employ a total return investment approach wheeetmix of equities and fixed income investmentsaed to maximize the long-
term return of plan assets for a prudent levelsif. fThe intent of this strategy is to minimizempkexpenses by outperforming plan liabilities
over the long term. Risk tolerance is establistedugh careful consideration of plan liabilitiegampfunded status and corporate financial
condition. We measure and monitor investment riskaio ongoing basis through annual liability measwnats, periodic asset studies and
periodic portfolio reviews.

Our pension plans weighted-average asset allocatibBecember 31, 2005 and 2004 by asset categoasdollows:

2005 2004
Equity securities 69.5% 71.7
Debt securities 28.C 25.F
Other 2.5 2.8
Total 100.(% 100.C

In determining the expected return on plan asseistudy historical markets and apply the widelgegated capital market principle that
assets with higher volatility and risk generataeater return over the long term. We evaluate otmearket factors such as inflation and
interest rates before determining long-term capitatket assumptions. We also review peer data shatical returns to check for
reasonableness.

The amount of the 2006 contribution will be detared based on a number of factors, including theltesf the 2006 actuarial valuation
report. At this time, the amount of the 2006 cdnttion is not known.

Our estimated future projected benefit payment®eundr defined benefit pension plans are as foll@086 - $22.8 million; 2007 -28.1
million; 2008 - $26.9 million; 2009 - $29.0 millip2010 - $31.2 million; and 2011-2015 - $190.8 ol

We also sponsor an Employee Stock Ownership PBE@P”) which covers most employees with one yeaeofice and is funded by
our contributions determined annually by the Baafr®irectors. Our expense related to the ESOP duz05, 2004 and 2003 was $7.3
million, $8.1 million, and $8.9 million, respectiye At December 31, 2005, the ESOP owned an agtgetfé.0 million shares of CenturyTel
common stock.

We also sponsor qualified profit sharing plans pard to Section 401(k) of the Internal Revenue Qetae “401(k) Plans”) which are
available to substantially all employees. Our miaglrontributions to the 401(k) Plans were $9.8iotilin 2005, $9.1 million in 2004 and
$8.2 million in 2003.

(11)  INCOME TAXES

Income tax expense included in the Consolidatete®iants of Income for the years ended Decembe2(®5, 2004 and 2003 was as
follows:

Year ended December 31, 2005 2004 2003
(Dollars in thousands)

Federal
Current $ 139,83¢ 121,37: 58,65¢
Deferred 35,49¢ 59,97: 118,60(

State
Current (6,075 14,38( (113
Deferred 34,03 14,40: 10,10¢

$ 203,29: 210,12¢ 187,25

Income tax expense was allocated as follows:

Year ended December 31, 2005 2004 2003

(Dollars in thousands)

Income tax expense in the consolidated stateméimsame $ 203,29 210,12¢ 187,25:



Stockholders’ equity:
Compensation expense for tax purposes in excemsnodints recognized fc
financial reporting purposes (6,267) (3,249 (4,385
Tax effect of the change in accumulated other cetmgmsive income (loss (801 (5,195 19,76:

The following is a reconciliation from the statutdederal income tax rate to our effective incorperate:

Year ended December 31, 2005 2004 2003
(Percentage of pre-tax income)

Statutory federal income tax rate 35.(% 35.C 35.C
State income taxes, net of federal income tax lienef 34 34 1.2
Other, net (.6) - (1.0
Effective income tax rate 37.&% 38.4 35.2

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at
December 31, 2005 and 2004 were as follows:

December 31, 2005 2004
(Dollars in thousands)

Deferred tax assets

Postretirement and pension benefit costs $ 65,31¢ 72,35
Regulatory support 382 12,50¢
Net state operating loss carryforwards 56,50¢ 48,73
Other employee benefits 21,17¢ 19,09¢
Other 42,27 31,59:
Gross deferred tax assets 185,65’ 184,28t
Less valuation allowance (54,417 (27,112
Net deferred tax assets 131,24! 157,17«

Deferred tax liabilities

Property, plant and equipment, primarily due tordejation differences (334,01) (340,179
Goodwill (447,85() (394,83)
Deferred debt costs (1,869 (2,275
Intercompany profits (2,41)) (3,30
Other (15,529 (18,349
Gross deferred tax liabilities (801,669 (758,93)
Net deferred tax liabilit $ (670,42() (601,757

We establish valuation allowances when necessawdiace the deferred tax assets to amounts we teixpesalize. As of December 31,
2005, we had available tax benefits associated méttstate operating loss carryforwards, which exirough 2025, of $56.5 million. The
ultimate realization of the benefits of the carryfards is dependent upon the generation of fuaxalile income during the periods in which
those temporary differences become deductible. dvisider our scheduled reversal of deferred taxlili@s, projected future taxable income,
and tax planning strategies in making this assessms a result of such assessment, we reserved $illion through the valuation
allowance as of December 31, 2005 as it is moedithan not that this amount of net operating kessyforwards will not be utilized prior -
expiration. Income tax expense for 2005 was in@edy $19.5 million as a result of increasing thkigtion allowance related to net state
operating loss carryforwards. This increase wamnatily due to changes in state income tax lawsaihdr factors which impacted the
projections of future taxable income.

(12) EARNINGS PER SHARE



In the fourth quarter of 2004, we adopted Emerdisges Task Force No. 04-8, “The Effect of ContityeConvertible Instruments on
Diluted Earnings Per Share” (“EITF 04-8"). EITF 84equires contingently convertible instrumentsnméuded in the diluted earnings per
share calculation. Our $165 million Series K semiates (issued in the third quarter of 2002) arevedible into approximately 4.1 million
shares of common stock under various contingeaticistances, including the common stock attainiegeified trading price in excess of
the notes’ fixed conversion price. Beginning in therth quarter of 2004, our diluted earnings geare and diluted shares outstanding reflect
the application of EITF 04-8. Prior periods haverbeestated to reflect this change in accounting.

In connection with calculating our diluted earninms share for our accelerated share repurchagegopnadiscussed in Note 8, we
assumed the accelerated share repurchase madetgjustment would be settled through our issuahedditional shares of common sto
which was allowed (at our discretion) in the agreatmnAccordingly, the estimated shares issuabledan the fair value of the forward
contract was included in the weighted average shautstanding for the computation of diluted eaggiper share.

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

Year ended December 31, 2005 2004 2003
(Dollars, except per share
amounts, and shares in thousands)

Income (Numerator):

Net income $ 334,47¢ 337,24 344,70°
Dividends applicable to preferred stock (396) (399 (399
Net income applicable to common stock for compubiagic earnings per she 334,08 336,84! 344,30¢
Interest on convertible debentures, net of tax 4,87¢ 4,82¢ 5,07¢
Dividends applicable to preferred stock 39¢ 39¢ 39¢
Net income as adjusted for purposes of compudiluted earnings per share $ 339,35 342,07 349,78t

Shares (Denominator):
Weighted average number of shares:

Outstanding during period 131,04« 137,22! 143,67:
Nonvested restricted stock (203 - -
Employee Stock Ownership Plan shares noinaitted to be released - (10) (90)
Weighted average number of shares outstandinggiperiod for computing
basic earnings per share 130,84: 137,21! 143,58
Incremental common shares attributable to dilusieeurities:
Shares issuable under convertible securities 4,511 4,514 4,514
Shares issuable upon settlement of accelerated styaurchase
agreements 37¢ - -
Shares issuable under incentive compensation plans 357 41E 682
Number of shares as adjusted for purpos«ccomputing diluted earnings per
share 136,08 142,14 148,77¢
Basic earnings per share $ 2.58 2.4¢ 2.4C
Diluted earnings per share $ 2.4¢ 2.41 2.3t

The weighted average number of shares of commak stbject to issuance under outstanding optioatsvilere excluded from the
computation of diluted earnings per share becawesexercise price of the option was greater tharatterage market price of the common
stock was 1.8 million for 2005, 2.4 million for 20@nd 2.6 million for 2003.

(13) STOCK OPTION PROGRAMS

We currently maintain programs which allow the Bbaf Directors, through the Compensation Committegyrant incentives to certain
employees and our outside directors in any oneconzbination of several forms, including incentared non-qualified stock options; stock
appreciation rights; restricted stock; and perfarogashares. As of December 31, 2005, we had resétv@ million shares of common stock

which may be issued in connection with incentiveaedg made in the future under our current incergorapensation programs.

Under our programs, options have been granted pioymes and directors at a price either equal #xoeeding the then-current market



price. All of the options expire ten years aftex thate of grant and the original vesting periodjeghfrom immediate to three years. In
December 2005, the Company approved acceleratengetsting of all unvested stock options outstandififgctive as of December 31, 2005.
See Note 1 - Stock-Based Compensation, for additioformation.

Stock option transactions during 2005, 2004 and20ére as follows:

Number Average
of options price
Outstanding December 31, 2002 6,895,80: $ 27.9¢
Exercised (1,059,419 22.3(
Granted 1,720,371 27.3¢
Forfeited (822,13) 33.3¢
Outstanding December 31, 2003 6,734,57. 28.1¢
Exercised (827,48¢) 22.9¢
Granted 952,97! 28.2:
Forfeited (146,509 27.9(
Outstanding December 31, 2004 6,713,55! 28.7¢
Exercised (1,664,62) 25.0¢
Granted 1,015,02! 33.6¢
Forfeited (68,500 31.4C
Outstanding December 31, 2005 5,995,45! 30.6:
Exercisable December 31, 2005 5,995,45! 30.6:

Exercisable December 31, 2004 4,686,17 28.71

The following table summarizes certain informatabout our stock options at December 31, 2005.

Options outstanding (all of which are exercisable)
Weighted average

Range of remaining contractual Weighted average

exercise prices Number of options life outstanding exercise price
$13.33-13.50 173,16t 11 $ 13.47
24.36-29.88 2,549,09! 6.€ 27.7¢
30.00-39.00 3,251,23. 6.4 33.7(C
45.54-46.19 21,96t 3.2 45.6:
13.33-46.19 5,995,458 6.3 30.6°

(14) SUPPLEMENTAL CASH FLOW DISCLOSURES

The amount of interest actually paid, net of amswaipitalized of $2.8 million, $762,000 and $488,d0ring 2005, 2004 and 2003,
respectively, was $194.8 million, $207.2 millionda®221.1 million during 2005, 2004 and 2003, refigely. Income taxes paid were $88.8
million in 2005, $129.9 million in 2004 and $91.6llion in 2003. Income tax refunds totaled $4.9liil in 2005, $8.9 million in 2004 and
$85.7 million in 2003.

We have consummated the acquisitions of variousatipas, along with certain other assets, durirgtkinee years ended December 31,
2005. In connection with these acquisitions, tHfang assets were acquired and liabilities asslime

Year ended December 31, 2005 2004 2003
(Dollars in thousands)

Property, plant and equipment, net $ 66,45( - 46,39(
Goodwill - 5,27¢ 21,74:




Deferred credits and other liabilities - (3,38)) 21,75¢
Other assets and liabilities, excluding cash arsth eguivalents 9,007 107 (3,649

Decrease in cash due to acquisitions $ 75,45 2,00( 86,24:

(15) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts estimated fair values of certain of our finahiziatruments at December 31, 2005
and 2004.

Carrying Fair
Amount value
(Dollars in thousands)

December 31, 2005

Financial assets $ 110,91: 228,65 )

Financial liabilities

Long-term debt (including current mitas) $ 2,652,801 2,648,84. Q)
Interest rate swaps $ 17,64¢ 17,64* (2)
Other $ 48,917 48,917 (2
December 31, 2004
Financial assets $ 96,80¢ 96,80¢ (2
Financial liabilities
Long-term debt (including current maturities) $ 3,011,631 3,132,04 (1)
Interest rate swaps $ 6,28: 6,28 (2
Other $ 50,86( 50,86( 2

(1) Fair value was estimated by discounting the scleetphyment streams to present value based upa@nctatently available to us for
similar debt.

(2) Fair value was estimated by us to approximate gegryalue or is based on current market informag®e below for further
information).

Included in Financial Assets is our investmenttatk of the Rural Telephone Bank (“RTB”). The RT8currently in the process of
dissolving and is expected to reimburse the holdERTB stock in cash at par value (including acalated earned stock dividends). The
carrying value of our investment in RTB stock ($illion) is reflected on the balance sheet ondbst basis and does not include the
cumulative stock dividends earned. Upon dissolutibtihe RTB, we expect to receive approximately®adllion in cash in the first half of
2006. Such amount is included in the fair valueldsure in the above table.

We believe the carrying amount of cash and caslvalgmts, accounts receivable, accounts payableecdied expenses approximates
the fair value due to the short maturity of thesstruments and have not been reflected in the ataiie.

(16)  BUSINESS SEGMENTS

We are an integrated communications compagaged primarily in providing an array of comneations services to our customers,
including local exchange, long distance, Interroeeas and broadband services. We strive to maiatainustomer relationships by, among
other things, bundling our service offerings toypde our customers with a complete offering of gre#ed communications services. Effec
in the first quarter of 2004, as a result of owr@&ased focus on integrated bundle offerings aadi@nied discount structures associated with
such offerings, we determined that our resultspafrations would be more appropriately reported siagle reportable segment under the
provisions of Statement of Financial Accountingrgards No. 131, “Disclosures about Segments ofraerfrise and Related Information.”



Therefore, the results of operations for 2005 abMXeflect the presentation of a single reportabgment. Results of operations for 2003
have been conformed to this presentation of asirggortable segment.

Our operating revenues for our products and sesvita@ude the following components:

Year ended December 31, 2005 2004 2003
(Dollars in thousands)

Local service $ 702,40( 716,02¢ 712,56!
Network acces 959,83t 966,01 1,001,46:
Long distance 189,87 186,99° 173,88«
Data 318,77( 275,77 244,99¢
Fiber transport and CLEC 115,45¢ 74,40¢ 43,04
Other 192,91¢ 188,15( 191,66(
Total operating revenues $ 2,479,25 2,407,37. 2,367,61!

For a description of each of the sources of revengee Management’s Discussion and Analysis andltRex Operations - Operating
Revenues.

Interexchange carriers and other accounts rece&wabthe balance sheets are primarily amountsrdue farious long distance carriers,
principally AT&T, and several large local excharaperating companies.

17) COMMITMENTS AND CONTINGENCIES

Construction expenditures and investments in veljdiuildings and equipment during 2006 are estichttt be $325 million. We
generally do not enter into firm, committed contsafor such activities.

In Barbrasue Beattie and James Sovis, on behéfieafiselves and all others similarly situated, watGe/Tel, Inc., filed on October 2¢
2002, in the United States District Court for theestern District of Michigan (Case No. 02-10277§ fhaintiffs allege that we unjustly and
unreasonably billed customers for inside wire ne&iahce services, and seek unspecified money daraagesjunctive relief under various
legal theories on behalf of a purported class @i dwo million customers in our telephone markés.March 10, 2006, the Court certified
class action status of the suit and issued a rtiagthe billing descriptions we used for theswises during an approximately 18-month
period between October 29, 2000 and May 2002 vegyally insufficient. We plan to appeal this deaisi@he Court’s order does not specify
the award of damages, the scope of which remalngaiuto significant fact finding. At this time, veannot reasonably estimate the amou
range of possible loss; however, we believe itasignificantly below the level of revenues bilfed such services during the above period.
We do not believe that the ultimate outcome of kitigation will have a material adverse effectaur financial position or results of
operations.

The Telecommunications Act of 1996 allows localteatge carriers to file access tariffs on a stre@dlibasis and, if certain criteria are
met, deems those tariffs lawful. Tariffs that hédeen “deemed lawful” in effect nullify an interexatge carrier’'s ability to seek refunds
should the earnings from the tariffs ultimatelyulesn earnings above the authorized rate of repuascribed by the FCC. Certain of our
telephone subsidiaries file interstate tariffs diewith the FCC using this streamlined filing apach. For those tariffs that have not yet been
“deemed lawful,” we initially record as a liabiliur earnings in excess of the authorized ratetofm, and may thereafter recognize as
revenues some or all of these amounts at the etiet @fpplicable settlement period as our legatlentent thereto becomes more certain. We
recorded approximately $35.9 million as revenughethird quarter of 2005 as the settlement penéteted to the 2001/2002 monitoring
period lapsed on September 30, 2005. We do notcéxpeecognize any revenue in 2006 associatedtvitlexpiration of a monitoring perit
as described herein. As of December 31, 2005, rtfeat of our earnings in excess of the authorizée of return reflected as a liability on
the balance sheet for the 2003/2004 monitoringoplesiggregated approximately $31.5 million. Thelettnt period related to 2003/2004
monitoring period lapses on September 30, 2007w eontinue to monitor the legal status of anpgeedings that could impact our
entitlement to these funds.

From time to time, we are involved in other prodagd incidental to our business, including admiaiéte hearings of state public utility
commissions relating primarily to rate making, act relating to employee claims, occasional griegdrearings before labor regulatory
agencies and miscellaneous third party tort actibhe outcome of these other proceedings is naligieble. However, we do not believe t
the ultimate resolution of these other proceediafisy considering available insurance coveragh have a material adverse effect on our
financial position, results of operations or casiws.



(18) SUBSEQUENT EVENTS

On February 21, 2006, our board of directofgrayed a stock repurchase program authorizing vsgorchase up to $1.0 billion of ¢
common stock and terminated the approximately $ill®mremaining balance of our existing $200 nailii share repurchase program
approved in February 2005. We repurchased the#860 million of common stock through acceleratears repurchase agreements entered
into with various investment banks, repurchasing rtiring approximately 14.36 million shares ofreoon stock at an average initial price
of $34.83 per share. We funded these agreemenisigally through borrowings under our $750 millioredit facility and cash on hand. We
expect to use cash generated from operations dR€iA§ to repay these borrowings. The investmenktdare expected to repurchase an
equivalent number of shares in the open markdtarcoming months. Once these repurchases are dempiwill receive or be required to
pay a price adjustment (payable at our discretiogither shares or cash) based principally on ¢theahcost of the shares repurchased by the
investment banks.

On March 1, 2006, we reduced our workforce by axiprately 275 jobs, or 4% of our workforce, dueroreased competitive
pressures and the lost of access lines over thedasral years. We expect to incur a one-timetaxesharge of approximately $7.6 million in
the first quarter of 2006 in connection with theesance and related costs.

* k kk kK kk %k

CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information

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

2005 (unaudited)

Operating revenues $ 595,28: 606,41: 657,08! 620,47:
Operating income $ 176,86( 185,88 201,24 172,41¢
Net income $ 79,61¢ 85,11¢ 91,41 78,33¢
Basic earnings per share $ .6C .65 .7C .6C
Diluted earnings per share $ .59 .64 .68 .59
2004

Operating revenues $ 593,70 603,55! 603,87¢ 606,23¢
Operating income $ 183,55 189,91: 190,86¢ 189,61¢
Net income $ 83,27¢ 83,28¢ 86,19: 84,48¢
Basic earnings per share $ .58 .6C .64 .63
Diluted earnings per share $ .57 .59 .63 .62
2003

Operating revenues $ 578,01 586,72¢ 600,26 602,60:
Operating income $ 184,77: 188,38: 190,78: 186,46:
Net income $ 83,91¢ 87,361 90,97¢ 82,44
Basic earnings per share $ .5¢ .61 .63 .57
Diluted earnings per share $ .58 .6C .62 .5€

The third quarter of 2005 included the following@mts presented on a pre-tax basis: (i) the retiograf $35.9 million of revenue as
the settlement period related to the 2001/2002 taong period lapsed (see Note 17 for addition&drimation); (ii) $5.8 million of expenses
related to Hurricanes Katrina and Rita,; (iii) a%fillion charge related to the impairment of afuperating investment; and (iv) a $3.5
million gain on the sale of a separate non-opegatimestment.



The fourth quarter of 2005 included a $6.3 millpme-tax charge related to the impairment of a nperating investment.

Diluted earnings per share for the fourth quarf&#0®3 included a $.06 per share charge relategpéoating taxes, net of related revenue
effect, and interest associated with various opegaax audits.

Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure
None.
Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and ProceduiWe maintain disclosure controls and proceduregydesi to provide reasonable assurances
that information required to be disclosed by uthimreports we file under the Securities ExchangeofA1934 is timely recorded, processed,
summarized and reported as required. Our Chief lEkexOfficer, Glen F. Post, I, and our Chief kirtial Officer, R. Stewart Ewing, Jr.,
evaluated our disclosure controls and procedure$ Becember 31, 2005. Based on the evaluationsMeBost and Ewing concluded thalt
disclosure controls and procedures have been w#dot providing reasonable assurance that the h@en timely alerted of material
information required to be filed in this annual oep Since the date of Messrs. Post’s and Ewingistmecent evaluation, there have been no
significant changes in our internal controls oother factors that could significantly affect thesatrols. The design of any system of cont
based in part upon certain assumptions aboutkbBhood of future events and contingencies, aedetltan be no assurance that any desi
succeed in achieving our stated goals. Becaudeeahherent limitations in any control system, whwuld be aware that misstatements due to
error or fraud could occur and not be detected.

Reports on Internal Controls Over Financial RepoagtiWe incorporate by reference into this Item 9A thearts appearing at the forefront of
Item 8, “Financial Statements and SupplementaraDat

Item 9B. Other Information
None.
PART IlI
Item 10. Directors and Executive Officers of the Registrant

The name, age and office(s) held by each of oucdike officers are shown below. Each of the exgeutfficers listed below serves at
the pleasure of the Board of Directors.

Name Age  Office(s) held with CenturyTel

Glen F. Post, llI 53 Chairman of the Board of Directors and Chief ExaeuOfficer
Karen A. Puckett 45 President and Chief Operating Officer

R. Stewart Ewing, Jr. 54 Executive Vice President and Chief Financial Office

David D. Cole 48 Senior Vice President - Operations Support

Stacey W. Goff 40 Senior Vice President, General Counsel and Segretar

Michael Maslowski 58 Senior Vice President and Chief Information Officer



Each of our executive officers has served as aoesféf CenturyTel and one or more of its subsid&in varying capacities for more
than the past five years.

Prior to being elected to serve as our PresidethiCinief Operating Officer in August 2002, Ms. Putleerved as our Executive Vice
President and Chief Operating Officer from July @@@rough August 2002.

Mr. Post has served as Chairman of the Board siaee 2002, and previously served as Vice Chairrh#medBoard from 1993 to 2002
and President from 1990 to 2002.

In August 2003, Mr. Goff was promoted to Senior&/Rresident, General Counsel and Secretary. Héopsdy served as Vice President
and Assistant General Counsel from 2000 to Jul\820 as Director-Corporate Legal from 1998 to 2000

The balance of the information required by Itenislihcorporated by reference to our definitive prexatement relating to our 2006

annual meeting of stockholders (the "Proxy Statetfemhich Proxy Statement will be filed pursuaotRegulation 14A within the first 120
days of 2006.

Item 11. Executive Compensation

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

Item 12. Security Ownership of Certain Beneficial Owners andManagement

The following table provides information about stmof CenturyTel common stock authorized for isseamder our existing equity
compensation plans as of December 31, 2005.

(©)
Number of securities
remaining available for

(@) (b) future issuance under
Number of securities to Weighted-average plans (excluding

be issued upon conversion exercise price of securities reflected in
Plan category of outstanding options outstanding options column (a))
Equity compensation plans
approved by security holders 5,995,45! $ 30.6: 5,044,79
Employee Stock Purchase Plar
approved by shareholders - - 4,636,94!
Equity compensation plans not
approved by security holders - - -
Totals 5,995,45; $ 30.6: 9,681,73!

The balance of the information required by Itenmslihcorporated by reference to the Proxy Statement
Item 13. Certain Relationships and Related Transactions

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

Item 14. Principal Accountant Fees and Services

The information required by Item 14 is incorporabgdreference to the Proxy Statement.



Item 15.

(@).

PART IV
Exhibits, Financial Statement Schedules, and Repaton Form 8-K

Documents filed as a part of this report
Q) The following Consolidated Financial Statementsiackided in Part Il, ltem 8:

Report of Management, including its assessrmktite effectiveness of its internal controls ofieancial
reporting

Report of Independent Registered Public Actiogr-irm on Consolidated Financial Statements and
Financial Statement Schedule

Report of Independent Registered Public ActiogrFirm on management’s assessment of, and the
effective operation of, internal controls over ficél reporting

Consolidated Statements of Income for thesreaded December 31, 2005, 2004 and 2003
Consolidated Statements of Comprehensive Incomiaéoyears ended December 31, 2005, 2004 an
Consolidated Balance Sheets - December 35 @00 2004

Consolidated Statements of Cash Flows foy#ars ended December 31, 2005, 2004 and 2003

Consolidated Statements of Stockholders' Edaitthe years ended December 31, 2005, 2004 @68 2

Notes to Consolidated Financial Statements
Consolidated Quarterly Income Statement Infdiom (unaudited)

2 The attached Schedule II, Valuation and Qualifydmgounts, is the only applicable schedule that meerequired
file.



(3)

3.1

3.2

3.3

3.4

4.1

4.2

4.3

Exhibits:

Amended and Restated Articles of Incorporationedats of May 6, 1999 (incorporated by referendexuibit 3(i)
to our Quarterly Report on Form 10-Q for the quaeteded June 30, 1999).

Bylaws, as amended through August 26, 2003 (ingatpd by reference to Exhibit 3.1 of our Currenp&¢on
Form 8-K dated August 29, 2003 and filed on Septarah2003).

Corporate Governance Guidelines, as amended thieeigtuary 21, 2006, included elsewhere herein.

Charters of Committees of Board of Directors

(@)

(b)

(©

(d)

Charter of the Audit Committee of the Board of Bigs, as amended through November 18, 2004
(incorporated by reference to Exhibit 3.4(a) of smnual Report on Form 10-K for the year ended
December 31, 2004).

Charter of the Compensation Committee of the Bo&ufdlirectors, as amended through February 25, 200/
(incorporated by reference to Exhibit 3.3 of oumial Report on Form 1B-for the year ended Decem|
31, 2003).

Charter of the Nominating and Corporate Govern&mmmittee of the Board of Directors, as amended
through February 25, 2004 (incorporated by refezdndExhibit 3.3 of our Annual Report on Form 10-K
for the year ended December 31, 2003).

Charter of the Risk Evaluation Committee of the loaf Directors, as amended through February 25,
2004 (incorporated by reference to Exhibit 3.3 wf Annual Report on Form 10-K for the year ended
December 31, 2003).

Rights Agreement, dated as of August 27, 1996, detmCenturyTel and Society National Bank, as Riglgsnt,
including the form of Rights Certificate (incorpted by reference to Exhibit 1 of our Current Reort~orm 8-K
filed August 30, 1996) and Amendment No.1 therdtded May 25, 1999 (incorporated by reference tuitkix4.2
(i) to our Current Report on Form 8-K dated May 2999) and Amendment No. 2 thereto, dated andtéfeeas
of June 30, 2000, by and between CenturyTel andpDtenshare Investor Services, LLC, as rights agent
(incorporated by reference to Exhibit 4.1 of oura@erly Report on 10-Q for the quarter ended Sepezr80,

2000).

Form of common stock certificate (incorporated éference to Exhibit 4.3 of our Annual Report onrRrdrOK for
the year ended December 31, 2000).

Instruments relating to our public senior debt

(@)

(b)

(©

(d)

Indenture dated as of March 31, 1994 between Cghgliand Regions Bank (formerly First American
Bank & Trust of Louisiana), as Trustee (incorpodaty reference to Exhibit 4.1 of our Registration
Statement on Form S-3, Registration No. 33-52915).

Resolutions designating the terms and conditior@esfturyTel's 7.2% Senior Notes, Series D, due 2025
(incorporated by reference to Exhibit 4.27 to omnéal Report on Form 10-K for the year ended
December 31, 1995).

Resolutions designating the terms and conditior@esfturyTel's 6.30% Senior Notes, Series F, due3200
and 6.875% Debentures, Series G, due 2028, (incatgubby reference to Exhibit 4.9 to our Annual
Report on Form 10-K for the year ended Decembei827).

Form of 8.375% Senior Notes, Series H, Due 20Bed October 19, 2000 (incorporated by reference to
Exhibit 4.2 of our Quarterly Report on Form 10-@ flee quarter ended September 30, 2000).



4.4

4.5

10.1

10.2

()

(f)

(9)

(h)

(i)

0)

(k)

First Supplemental Indenture, dated as of May 0220etween CenturyTel and Regions Bank, as Try
to the Indenture, dated as of March 31, 1994, betvé@enturyTel and Regions Bank, as Trustee, relad
CenturyTel's Senior Notes, Series J, due 2007 ésdueonnection with the equity units (incorporabsd
reference to Exhibit 4.2(b) to our Registrationt&taent on Form S-3, File No. 333-84276).

Second Supplemental Indenture, dated as of Augy2aD2, between CenturyTel and Regions Bank
(successor-in-interest to First American Bank &sErof Louisiana and Regions Bank of Louisiana), as
Trustee, designating and outlining the terms amlitimns of CenturyTel's 4.75% Convertible Senior
Debentures, Series K, due 2032 (incorporated reate to Exhibit 4.3 of our Registration Statenmant
Form S-3, File No. 333-100481).

Form of 4.75% Convertible Debentures, Series K,2082 (included in Exhibit 4.3(f)).

Board resolutions designating the terms and canditof CenturyTe$ 7.875% Senior Notes, Series L,
2012 (incorporated by reference to Exhibit 4.2 of Begistration Statement on Form S-4, File No.-333
100480).

Form of 7.875% Senior Notes, Series L, due 201dyded in Exhibit 4.3(h)).

Third Supplemental Indenture dated as of Februdr2@05 between CenturyTel and Regions Bank
(successor-in-interest to First American Bank &skrof Louisiana and Regions Bank of Louisiana), as
Trustee, designating and outlining the terms amlitions of CenturyTel's 5% Senior Notes, Series M,
due 2015 (incorporated by reference to Exhibitof.@éur Current Report on Form 8-K dated February 15
2005).

Form of 5% Senior Notes, Series M, due 2015 (iretLich Exhibit 4.3(j)).

$750 Million FiveYear Revolving Credit Facility, dated March 7, 20BBtween CenturyTel and the lenders ne
therein (incorporated by reference to Exhibit #.4tr Annual Report on Form 10-K for the year enBedember
31, 2004).

First Supplemental Indenture, dated as of Noverib&p98, to Indenture between CenturyTel of thetiNoest,
Inc. and The First National Bank of Chicago (inamgied by reference to Exhibit 10.2 to our QuaytBport on
Form 10-Q for the quarter ended September 30, 1998)

Qualified Employee Benefit Plans (excluding seveesrow-based qualified plans that cover union eygxés or
other limited groups of employees)

(@)

(b)

(©

Employee Stock Ownership Plan and Trust, as ameadédestated February 28, 2002 and amendment
thereto dated December 31, 2002 (incorporated fleyarece to Exhibit 10.1(a) of our Annual Report on
Form 10-K for the year ended December 31, 2002).

Dollars & Sense Plan and Trust, as amended anatedseffective September 1, 2000 and amendment
thereto dated December 31, 2002 (incorporated fleyerce to Exhibit 10.1(b) of our Annual Report on
Form 10-K for the year ended December 31, 2002)aamendment thereto, effective November 17, 2005,
included elsewhere herein.

Amended and Restated Retirement Plan, effectiw Bebruary 28, 2002, and amendment thereto dated
December 31, 2002 (incorporated by reference tokixt0.1(c) of our Annual Report on Form 10-K for
the year ended December 31, 2002) and amendmeatdheffective November 17, 2005, included
elsewhere herein.

Stock-based Incentive Plans

(@)

1983 Restricted Stock Plan, dated February 21, ,1884mended and restated as of November 16, 1995



(b)

(©

(d)

(€)

(incorporated by reference to Exhibit 10.1(e) to Annual Report on Form 10-K for the year ended
December 31, 1995) and amendment thereto datednNmre21, 1996, (incorporated by reference to
Exhibit 10.1(e) to our Annual Report on Form 10¢f the year ended December 31, 1996), and
amendment thereto dated February 25, 1997 (incatpdiby reference to Exhibit 10.3 to our Quarterly
Report on Form 10-Q for the quarter ended Marchl92y), and amendment thereto dated April 25, 2001
(incorporated by reference to Exhibit 10.1 of owa@erly Report on Form 10-Q for the quarter ended
March 31, 2001), and amendment thereto dated ApriR000 (incorporated by reference to Exhibit 10.2
(a) to our Annual Report on Form 10-K for the yeaded December 31, 2001).

1995 Incentive Compensation Plan approved by Cghélis shareholders on May 11, 1995 (incorpor:

by reference to Exhibit 4.4 to Registration No.&®61) and amendment thereto dated November 21,
1996 (incorporated by Reference to Exhibit 10.1qIpur Annual Report on Form X0for the year ende
December 31, 1996), and amendment thereto dated&gi25, 1997 (incorporated by reference to E
10.1 to our Quarterly Report on Form 10-Q for tharer ended March 31, 1997) and amendment theretc
dated May 29, 2003 (incorporated by reference tailkix10.1 to our Quarterly Report on Form 10-Q for
the quarter ended June 30, 2003).

0] Form of Stock Option Agreement, pursuant to 192®inive Compensation Plan and dated as of
February 24, 1997, entered into by CenturyTel éndfficers (incorporated by reference to
Exhibit 10.4 to our Quarterly Report on Form 104 the quarter ended June 30, 1997).

(i) Form of Stock Option Agreement, pursuant to 19%®inive Compensation Plan and dated as of
February 21, 2000, entered into by CenturyTel éndfficers (incorporated by reference to
Exhibit 10.1 (t) to our Annual Report on Form 1(fd€ the year ended December 31, 1999).

Amended and Restated 2000 Incentive Compensatam B amended through May 23, 2000
(incorporated by reference to Exhibit 10.2 to owa@erly Report on Form 1Q-for the quarter ended Ji
30, 2000) and amendment thereto dated May 29, @A68rporated by reference to Exhibit 10.2 to our
Quarterly Report on Form 10-Q for the quarter entlate 30, 2003).

0] Form of Stock Option Agreement, pursuant to theD2@@entive Compensation Plan and date
of May 21, 2001, entered into by CenturyTel andff&ers (incorporated by reference to Exh
10.2(e) to our Annual Report on Form 10-K for tleaended December 31, 2001).

(i) Form of Stock Option Agreement, pursuant to theD2@@entive Compensation Plan and date
of February 25, 2002, entered into by CenturyTel i officers (incorporated by reference to
Exhibit 10.2(d)(ii) of our Annual Report on Form-KOfor the year ended December 31, 2002).

Amended and Restated 2002 Directors Stock Optian,Rlated as of February 25, 2004 (incorporated by
reference to Exhibit 10.2(e) of our Annual Repartrmrm 10-K for the year ended December 31, 2003).

0] Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyTel in
connection with options granted to the outsideades as of May 10, 2002 (incorporated by
reference to Exhibit 10.2 of Registrant’s Quartélyport on Form 10-Q for the period ended
September 30, 2002).

(i) Form of Stock Option Agreement, pursuant to thedoing plan, entered into by CenturyTel in
connection with options granted to the outsidealines as of May 9, 2003 (incorporated by
reference to Exhibit 10.2(e)(ii) of our Annual Repoen 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
connection with options granted to the outsidealines as of May 7, 2004, included elsewhere
herein.

Amended and Restated 2002 Management Incentive @usagion Plan, dated as of February 25, 2004
(incorporated by reference to Exhibit 10.2(f) of dunnual Report on Form 10-K for the year ended
December 31, 2003).



10.3

(i)

(ii)

(iii)

(iv)

v)

(vi)

(Vi)

Form of Stock Option Agreement, pursuant to thedoing plan, entered into between
CenturyTel and certain of its officers and key emypks at various dates since May 9, 2002
(incorporated by reference to Exhibit 10.4 of owa@erly Report on Form 10-Q for the period
ended September 30, 2002).

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 24,
2003, entered into by CenturyTel and its officémsgrporated by reference to Exhibit 10.2(f)(ii)
of our Annual Report on Form 10-K for the year esh@&cember 31, 2002).

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 25,
2004, entered into by CenturyTel and its officémsg@rporated by reference to Exhibit 10.2(f)(iii)
of our Annual Report on Form 10-K for the year eh@&cember 31, 2003).

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 24,
2003, entered into by CenturyTel and its executifieers (incorporated by reference to Exhibit
10.1 of our Quarterly Report on Form 10-Q for tleeipd ended March 31, 2003).

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 25,
2004, entered into by CenturyTel and its executiifieers (incorporated by reference to Exhibit
10.2(f)(v) of our Quarterly Report on Form 10-Q fbe period ended March 31, 2004).

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 17,
2005, entered into by CenturyTel and its executiifieers (incorporated by reference to Exhibit
10.2(e)(v) of our Annual Report on From 10-K foe tyear ended December 31, 2004).

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 17,
2005, entered into by CenturyTel and its executiifieers (incorporated by reference to Exhibit
10.2(e)(vi) of our Annual Report on Form 10-K faetyear ended December 31, 2004).

® 2005 Directors Stock Option Plan (incorporated by  reference to our 2005 Proxy Statement filed
April 15, 2005).

(i)

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between
CenturyTel and each of its outside directors aglay 13, 2005 (incorporated by reference to
Exhibit 10.4 of our Current Report on Form 8-K dhday 13, 2005).

(9) 2005 Management Incentive Compensation Plan (imcatpd by reference to our 2005 Proxy Statement
filed April 15, 2005).

(i)

(ii)

(iii)

(iv)

Form of Stock Option Agreement, pursuant to thedoing plan, entered into between
CenturyTel and certain officers and key employdesgous dates since May 12, 2005
(incorporated by reference to Exhibit 10.2 of owa@erly Report on Form 10-Q for the period
ended September 30, 2005).

Form of Restricted Stock Agreement, pursuant tdahegoing plan, entered into between
CenturyTel and certain officers and key employdesgous dates since May 12, 2005
(incorporated by reference to Exhibit 10.3 of owa@erly Report on Form 10-Q for the period
ended September 30, 2005).

Form of Stock Option Agreement, pursuant to thedoing plan and dated as of February 21,
2006, entered into between CenturyTel and its ékexofficers, included elsewhere herein.

Form of Restricted Stock Agreement, pursuant tddhegoing plan and dated as of February 21,
2006, entered into between CenturyTel and its ékexofficers, included elsewhere herein.

Other Non-Qualified Employee Benefit Plans



10.4
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21

(@)

(b)

(©

(d)

(€)

(f)

(9)

Key Employee Incentive Compensation Plan, datedalgnl, 1984, as amended and restated ¢
November 16, 1995 (incorporated by reference taltitxh0.1(f) to our Annual Report on Form-K for

the year ended December 31, 1995) and amendmeatditated November 21, 1996 (incorporated by
reference to Exhibit 10.1 (f) to our Annual RepamtForm 10-K for the year ended December 31, 1996),
amendment thereto dated February 25, 1997 (incatpdiby reference to Exhibit 10.2 to our Quarterly
Report on Form 10-Q for the quarter ended Marchl99y), amendment thereto dated April 25, 2001
(incorporated by reference to Exhibit 10.2 of owa@erly Report on Form 10-Q for the quarter ended
March 31, 2001) and amendment thereto dated Apri2D00 (incorporated by reference to Exhibit 14)

to our Annual Report on Form 10-K for the year ehBecember 31, 2001).

Restated Supplemental Executive Retirement Plaaddgpril 3, 2000 (incorporated by reference to
Exhibit 10.1(d) to our Quarterly Report on FormQ@er the quarter ended March 31, 2000) and
amendment thereto effective November 17, 2005udedd elsewhere herein.

Amended and Restated Supplemental Dollars & Selase &ffective as of January 1, 1999 (incorporated
by reference to Exhibit 10.1 (q) to our Annual Remm Form 10-K for the year ended December 31,
1998) and amendments thereto effective Novembe2dd5, both included elsewhere herein.

Supplemental Defined Benefit Plan, effective as of  January 1, 1999 (incorporated by reference to
Exhibit 10.1(y) to our Annual Report on Form 10 the year ended December 31, 1998), and
amendment thereto dated February 28, 2002 (incatpdiby reference to Exhibit 10.3(e) to our Annual
Report on Form 10-K for the year ended DecembeRBQ]1) and amendment thereto effective November
17, 2005, included elsewhere herein.

Amended and Restated Salary Continuation (Disgpiitan for Officers, dated November 26, 1991
(incorporated by reference to Exhibit 10.16 of Aunual Report on Form 10-K for the year ended
December 31, 1991).

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

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

Employment, Severance and Related Agreements

(@)

(b)

(©

(d)

(€)

Change of Control Agreement, dated Februarn2@0, by and between Glen F. Post, Il and Ceiitiry
(incorporated by reference to Exhibit 10.1(b) to Quarterly Report on Form 10-Q for the quarterezhd
March 31, 2000).

Form of Change of Control Agreement, dated Febr@arn2000, by and between CenturyTel and Dav
Cole, R. Stewart Ewing and Michael E. Maslowskc@rporated by reference exhibit 10.1(c) to the our
Quarterly Report on Form 10-Q for the quarter endedch 31, 2000).

Form of Change of Control Agreement, dated 24ly2000, by and between CenturyTel and Karen A.
Puckett (incorporated by reference to Exhibit 1€). bf our Quarterly Report on Form I®{or the quarte
ended March 31, 2000).

Form of Change of Control Agreement, dated AugBs2®03, by and between CenturyTel and Stace
Goff (incorporated by reference to Exhibit 10.1¢€pur Quarterly Report on Form 10-Q for the period
ended March 31, 2000).

Form of Indemnification Agreement for Officensd Directors, included elsewhere herein.

Corporate Compliance Program (incorporated by esfes to Exhibit 14 of our Annual Report on FormKLEr the
year ended December 31, 20C

Subsidiaries of CenturyTel, included elsewhereihere



(b)

23 Independent Registered Public Accounting Firm Cogsecluded elsewhere herein.

31.1  Chief Executive Officer certification pursuant teciion 302 of the Sarbanes-Oxley Act of 2002, idetl
elsewhere herein.

31.2  Chief Financial Officer certification pursuant tec@ion 302 of the Sarban€&s<ey Act of 2002, included elsewhe
herein.

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

Reports on Form 8-K.

The following items were reported in Form 8-Ks dgrthe fourth quarter of 2005, each of which wkeslfon the date
indicated.

October 27, 2005
Items 2.02 and 9.01. Results of Operations andn€inhCondition - News release announcing thirdrogra2005 operating
results.

November 29, 2005
Item 8.01. Other Events - Extension of RegistraB260 million share repurchase program to Febr@&8n2006.

December 20, 2005
Item 1.01. Entry Into a Material Definitive Agreente Acceleration of the vesting period of all datsling unvested stock
options effective as of December 31, 2005.

December 22, 2005
Items 8.01 and 9.01. Other Events and Financiaé®t@nts and Exhibits - Press release announcingptingletion of the
previously-announced accelerated share repurchiageam.

SIGNATURES

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

CenturyTel, Inc.,

Date: March 15, 2006 By: /s/ Glen F. Post, Il

Glen F. Post, llI
Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bélpthe following persons on

behalf of the Registrant and in the capacities@nthe date indicated.

Chairman of the Board and

/sl Glen F. Post, Il Chief Executive Officer

Glen F. Post, Il

March 15, 2006

Executive Vice President and

/sl R. Stewart Ewing, Jr. Chief Financial Officer




R. Stewart Ewing, Jr.

/sl Neil A. Sweasy

Vice President and Controller

Neil A. Sweasy

/s/ William R. Boles, Jr.

Director

William R. Boles, Jr.

/sl Virginia Boulet

Director

Virginia Boulet

/sl Calvin Czeschin

Director

Calvin Czeschin

/sl James B. Gardner

Director

James B. Gardner

/s/ W. Bruce Hanks

Director

W. Bruce Hanks

/sl Gregory J. McCray

Director

Gregory J. McCray

/sl C. G. Melville, Jr.

Director

C. G. Melville, Jr.

/s/ Fred R. Nichols

Director

Fred R. Nichols

/sl Harvey P. Perry

Vice-Chairman of

Harvey P. Perry

/sl Jim D. Reppond

the Board and Director

Director

Jim D. Reppond

/sl Joseph R. Zimmel

Director

Joseph R. Zimmel

SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
CENTURYTEL, INC.

For the years ended December 31, 2005, 2004 aril 200

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006

March 15, 2006



Additions

Balance at chargedto Deductions Balance
beginning costs and from Other at end
Description of period expenses allowance changes of period

(Dollars in thousands)
Year ended December 31, 2005

Allowance for doubtful accounts $ 21,18 30,94¢ (30,880 (1) 46¢ (3) 21,72

Valuation allowance for deferred tax assets $ 27,11: 27,30( - - 54,41:
Year ended December 31, 2004

Allowance for doubtful accounts $ 23,67¢ 42,09¢ (44,585 (1) - 21,18%

Valuation allowance for deferred tax assets $ 19,73t 7,371 - - 27,11:
Year ended December 31, 2003

Allowance for doubtful accounts $ 33,96: 43,52, (53,810 (1) - 23,67¢

Valuation allowance for deferred tax assets $ 28,38( 12,97¢ (21,623 (2) - 19,73¢

(1) Customers’ accounts written-off, net of recoveries.
(2) Change in the valuation allowance allocated tonmedax expense.

(3) Allowance for doubtful accounts at the date of asitjon of purchased subsidiaries, net of allowafazedoubtful accounts at the date of
disposition of subsidiaries sold.



Exhibit 3.3

CenturyTel, Inc.

CORPORATE GOVERNANCE GUIDELINES
(as amended through February 21, 2006)

1. Director Qualifications

The Board will have a majority of independent dioes. The Nominating and Corporate Governance Cdtaenis responsible for
reviewing with the Board, on an annual basis, dwiisite skills and characteristics of new Boardnbers as well as the composition of the
Board as a whole. This assessment will include negsilindependence qualifications, as well as carsiibn of diversity, age, character,
judgment, skills and experience in the contextefrteeds of the Board. All directors must meetaudditional qualifications established un
the Company’s organizational documents. It is theegal sense of the Board that no more than twageament directors should serve on the
Board.

Nominees for directorship will be selected in adesrce with the qualifications, criteria and proagedudescribed in these guidelines
and the Company’s bylaws, as well as the policesminciples in the Committee’s charter and ariga®n guidelines or criteria adopted
thereunder. The invitation to join the Board shdugdextended on behalf of the full Board by theifhan of the Nominating and Corporate
Governance Committee and the Chairman of the Board.

The Board expects directors who change the jolespansibility they held when they were electechtoBoard to volunteer to resign
from the Board. It is not the sense of the Boaad th every such instance the director should reegéyg leave the Board. There should,
however, be an opportunity for the Board, followengeview by the Nominating and Corporate Goveraa@ammittee, to determine the
continued appropriateness of Board membership uhdezircumstances.

No director may serve on more than two other uhaiéid public company boards, unless this proluhiis waived by the Board.
Directors should advise the Chairman of the Boaditae Chairman of the Nominating and Corporategdmance Committee in advance of
accepting an invitation to serve on another putdimpany board. No director may be appointed or nated to a new term if he or she wo
be age 72 or older at the time of the electionppointment.

The Board does not believe it should establish temits. While term limits could help insure thatetre are fresh ideas and
viewpoints available to the Board, they hold theadivantage of losing the contribution of directeh® have been able to develop, over a
period of time, increasing insight into the Compamyl its operations and, therefore, provide areasing contribution to the Board as a
whole. As an alternative to term limits, the Nonting and Corporate Governance Committee will revéaegh director’s continuation on the
Board at least once every three years. This wilakach director the opportunity to convenientiyfirm his or her desire to continue as a
member of the Board.

Directors will be deemed to be “independein(l) the Board affirmatively confirms that neiththe director nor any organization w
which the director is affiliated receives any paysefrom the Company other than Permissible DimsocfBompensation (as defined below)
and (ii) none of the disqualifying events or cormtis specified in Rule 303A(2)(b) of the NYSE Lt€ompany Manual apply to the direc
For purposes hereof, “Permissible Directors Comams’ means (i) director and committee fees,réimbursement for an annual physical,
continuing education, travel and other out-of-paakeenses in accordance with the Compsuagplicable policies and (iii) a pension or o
form of deferred compensation for prior serviceviled such compensation is not contingent in aay @an continued service. The Board
may make determinations or interpretations undsrghragraph, provided that they are consisterit thi¢ foregoing standards.

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

2. Director Responsibilities

The basic responsibility of the directors is toreige their business judgment to act in what tleagonably believe to be in the best
interests of the Company and its shareholdersisithdrging that obligation, directors should betkt to rely on the honesty and integrity of
the Company’s senior executives and its outsidésadvand auditors. The directors shall also biledto have the Company purchase
reasonable directors’ and officers’ liability inaace on their behalf, to the benefits of indematiian to the fullest extent permitted by law
and the Company’s articles of incorporation, bydamd any indemnification agreements, and to eatiolp as provided by state law and the
Company’s articles of incorporation.



Directors are expected to (i) attend the annualestedders meeting, (ii) attend Board meetings ardtings of committees on which
they serve, and (iii) spend the time needed and axfiequently as necessary to properly dischidngje responsibilities. Information and d
that are important to the Board’s understandintihefbusiness to be conducted at a Board or conewiteseting should generally be
distributed in writing to the directors before theeting, and directors should review these maseimahdvance of the meeting.

The Board has no policy with respect to the sefmaratf the offices of Chairman and the Chie Exagu®fficer. The Board believes
that this issue is part of the succession planpmogess and that it is in the best interests otwmpany for the Board to make a determinz
when it elects a new chief executive officer.

The Chairman will establish the agenda for eachr@azeeting. Each Board member is free to suggesnttiusion of items on the
agenda. Each Board member is free to raise at aaydBneeting subjects that are not on the agendhdbmeeting. The Board will review
the Company’s long-term strategic plans and thecjpal issues that the Company will face in theifeitat least once a year, preferably in an
off-site planning session dedicated primarily totsissues.

The non-management directors will meet in execude&sion at least quarterly. The director who pgessat each of these meetings
will be an independent director chosen annuallyh@gynon-management directors, and will be disclasdke annual proxy statement.

The Board believes that management speaks fordhg@ny. Individual Board members may, from timéinge, meet or otherwise
communicate with various constituencies that avelired with the Company. However, it is expecteat tBoard members would do this with
the knowledge of the management and, absent unciscaistances or as contemplated by the comnttiagers, only at the request of
management.

3. Board Committees

The Board will have at all times an Audit CommittaeCompensation Committee and a Nominating ang@ate Governance
Committee. All of the members of these committedkhe& independent directors, as defined in Secti@bove.

Committee members will be appointed by the Boammhugcommendation of the Nominating and CorporateeBhance Committee
with consideration of the desires of individualeditors. It is the sense of the Board that consierahould be given to rotating committee
members periodically, but the Board does not belitat rotation should be mandated as a policy. @pointments or removals of
committee members will be made by the Board in mtanece with the Company’s bylaws.

Each key committee will have its own charter. Tharters will set forth the purposes, goals andaesibilities of the committees as
well as qualifications for committee membershipgadures for committee member appointment and raloemmittee structure and
operations and committee reporting to the Boare dtarters will also provide that each key comnaittéll annually evaluate its
performance.

The Chair of each committee, in consultation with tommittee members, will determine the frequearay length of the committee
meetings consistent with any requirements set farthe committee’s charter. The Chair of each cate, in consultation with members of

the committee and others specified in the comnigitelearter, will develop the committee’s agenda.

The Board and each committee have the power tdridependent legal, financial or other advisorthay may deem necessary,
without consulting or obtaining the approval of afficer of the Company in advance.

Each committee may meet in executive session ags aft it deems appropriate, and shall have the povabtain and review any
information that the committee deems necessargtibpn the functions described in its charter.

The Board may, from time to time, establish or rreemadditional committees as necessary or apatepri
4. Director Access to Officers and Employees

Directors have full and free access to officers amgployees of the Company. Any meetings or contaetisa director wishes to
initiate may be arranged through the CEO or thee3axy or directly by the director. The directorl wse their judgment to ensure that any
such contact is not disruptive to the businessaijmrs of the Company and will, to the extent mafppropriate, copy the CEO on any written
communications between a director and an officamoployee of the Company.

The Board welcomes regular attendance at each Boaeting of the executive officers of the Compdhthe CEO wishes to have



additional Company personnel attendees on a rebakas, this suggestion should be brought to therdtor approval.
5. Director Compensation

The form and amount of director compensation walidetermined by the Nominating and Corporate Garemea Committee on the
terms and conditions (and subject to the exceptisetsforth in its charter, and such Committee vélliew director compensation annually.
The Nominating and Corporate Governance Commiti#e@nsider whether directors’ independence mayebpardized if director
compensation and perquisites exceed customarysleveif the Company makes substantial charitabigributions to organizations with
which a director (or one of the director’s immedigamily members) is affiliated.

6. Director Orientation and Continuing Education

The Nominating and Corporate Governance Commitia# maintain an Orientation Program for new dioest All new directors
must participate in the Company’s Orientation Paogrwhich should be conducted as soon as practicdtar new directors are elected or
appointed. This orientation may include presentatioy senior management to familiarize new directath the Company'’s strategic plans,
its significant financial, accounting and risk mgament issues, its corporate compliance prograrhgwnclude its code of business conc
and ethics), its principal officers, and its int@rand independent auditors. All other directoesaso invited to attend the Orientation
Program.

The Company will also maintain a Continuing EdumatProgram for directors, pursuant to which it wilideavor to periodically
update directors on industry, technological andilagry developments, and to provide adequate regeuo support directors in
understanding the Company’s business and mattérs &eted upon at board and committee meetings.

7. CEO Evaluation and Management Succession

The Nominating and Corporate Governance Commitite@nduct an annual review of the CEO’s performaanThe Nominating
and Corporate Governance Committee will provideport of its findings to the Board of Directors {fwappropriate recusals of the CEO and
other management directors, as necessary) to ethebloard to ensure that the CEO is providingoist leadership for the Company in the
long- and short-term.

The Nominating and Corporate Governance Commitieeld report periodically to the Board on succeasganning. The entire
Board will consult periodically with the Nominatirmgnd Corporate Governance Committee regarding patenccessors to the CEO. The
CEO should at all times make available his or keommendations and evaluations of potential suocgsalong with a review of any
development plans recommended for such individuals.

8. Annual Evaluation

The Board of Directors will conduct an annual si&luation to determine whether it and its comrnagtare functioning effectively.
The Nominating and Corporate Governance Commitite@ageive comments from all directors and regorhually to the Board with an
assessment of the Board’s performance, which willliscussed with the full Board. The assessmehfaeilis on the Board’s contribution to
the Company and specifically focus on areas in wvttie Board or management believes that the Baarhil égmprove. The Nominating and
Corporate Governance Committee will also, no lbas annually, review these guidelines and recomraegdgroposed changes to the Board
for approval.

9. Standards of Business Conduct and Ethics

All of the Company’s directors, officers and empdeyg are required to abide by the Company’s longdstg Corporate Compliance
Program, which includes standards of business aratd ethics. The Company’s program and relatedeuiures cover all areas of
professional conduct, including employment poliognflicts of interests, protection of confidentiafiormation, as well as strict adherence to
all laws and regulations applicable to the conaddi¢he Company’s business.

Any waiver of the Company’s policies, principlesguidelines relating to business conduct or etfucexecutive officers or
directors may be made only by the Audit Committee] will be promptly disclosed as required by aggille law or stock exchange
regulations.

kkhkkhkkk*k*kkk*k



Originally adopted by the Nominating and Corpof@tvernance Committee and the Board of DirectorBefruary 17, 2003 and
February 25, 2003, respectively.

Sections 1, 3, 6 and 7 amended by the NominatidgCamporate Governance Committee and the Boardretfrs on November 1
2003 and November 20, 2003, respectively.

Sections 1, 3 and 9 amended by the Nominating amddCate Governance Committee and the Board ofcirs on February 19,
2004 and February 25, 2004, respectively.

Section 1 amended by the Nominating and Corporatefhance Committee and the Board of Directorsebrdary 18, 2005 and
February 22, 2005, respectively.

Sections 1, 2, 4, 5, 8 and 9 amended by the Nom@and Corporate Governance Committee and thedBafairectors on Februal
16, 2006 and February 21, 2006, respectively.



Exhibit 10.1(b)
NINTH AMENDMENT TO
THE CENTURYTEL, INC.

DOLLARS & SENSE PLAN & TRUST

As Amended and Restated Effective
September 1, 2000

WHEREAS the CenturyTel, Inc. Dollars & Sense Plan & Trugtlgn") was amended and restated effective asmeSwer 1,
2000; and

WHEREAS . Section 13.1 of the Plan allows CenturyTel, bocamend the Plan, and

WHEREAS the Board of Directors authorized the amendmetti@fPlan to create a profit sharing account soatditional funds
could be contributed to this Plan as permittedhaylbternal Revenue Code and regulations; and

WHEREAS , the executive officers of the Company were autieorand directed by the Board to prepare and ¢gdhe
Amendments to the various Plans and Trusts arakdll such other actions as they deem necessdrgraper to carry out the
recommendations approved in the resolutions.

NOW, THEREFORE , effective November 17, 2005, the Plan is amersdefdllows:

l.

Add Section 1.1(j)(1) after Section 1.1(j) to rezxifollows:

"())(1) Profit Sharing Account;

Add Section 1.52(a) after Section 1.52 to reacls\is:

1.52(a) Profit Sharing Account . That portion of a Participant’s Accrued Benefitich consists of Profit Sharing
Contributions made to the Plan for the Plan YeathieyEmployer.

M.
Add Section 1.52(b) after Section 1.52(a) to remtbdows:

1.52(b) Profit Sharing Contributions . Profit Sharing Contributions to the Plan forlarPYear by the Employer
pursuant to Section 3.2(b)(1).

V.
Add Section 3.2(b)(1) after Section 3.2(b) to raadollows:

(b)(1) Profit Sharing Contributions For any Plan Year, the Employer may make digmaty Profit Sharing Contributions to

Plan.

Add the following sentence to the end of Sectidn 4.
Profit Sharing Contributions with respect to a Rgrant shall be allocated to such Participant&iPSharing Account.

THUS DONE AND SIGNED this 29th day of December, 2005.



CENTURYTEL, INC.

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

THUS DONE AND SIGNED this 11th day of January, 2006.
T. ROWE PRICE TRUST COMPANY

By: Isl Nancy Maitland

Print Name: Nancy Maitland
Title: Vice President



Exhibit 10.1(c)

FOURTH AMENDMENT TO THE
CENTURYTEL, INC. RETIREMENT PLAN

As Amended and Restated February 28, 2002
WHEREAS , the CenturyTel, Inc. Retirement Plan ("Plan") wasended and restated effective January 1, 20@2; an
WHEREAS , Section 12.2 permits the Board to amend the Riad;
WHEREAS , at its meeting on November 17, 2005, the Boapi@aped a recommendation from the Compensation Caeeniha

the Plan be amended to increase benefits consisitnthe rules of Internal Revenue Code 8401 (ad@) the Treasury Department

Regulations promulgated with respect thereto, widlg, without limitation the provision of a minimu650 annual benefit obligation to each
Participant in the Plan; and

WHEREAS , the executive officers of the Company were autieorand directed by the Board to prepare and ¢égdhe
Amendments to the various Plans and Trusts arak®adll such other actions as they deemed necessdmroper to carry out the
recommendations approved in the resolutions.

NOW, THEREFORE , effective November 17, 2005, the Plan is ameradefibllows:
l.
Add the following at the end of Section 5.7(b):

However, in the event of a reduction of benefinfrthis Plan, reduction should be in the followirgisence: 6.1(a)(i), 6.1(a)(ii),
6.1(a)(iii), 6.1(a)(iv) and 6.1(a)(v).

Add Section 5.8 to read as follows:

5.8 Death Benefit. A Participant’s Beneficiaryaoterminated vested Participant's Beneficiaryldfekntitled to a benefit
calculated in accordance with Section 6.9 if theiBipant or the terminated vested Participant @iefore his Annuity Starting Date.

Add the following after Section 6.1(a)(ii):

(iii) For a Participant listed in Appendix I, tlenount specified in Appendix | with respect tols@articipant.

(iv) For a Participant listed in Appendix I, thenount specified in Appendix Il with respect telsiParticipant.

(v) For a Participant listed in Appendix I, thenount specified in Appendix Il with respect tah Participant.
V.

Add Section 6.9 to read as follows:

6.9 Death Benefit. The one-time benefit amougpée to a Participant’'s Beneficiary who qualiffes a death benefit under
Section 5.8 shall be $500.

Add the following after Section 7.7(d):



(e) Lump Sum Option for Qualifying Participants.

0] Right to Lump Sum. Each Qualifying Participanm, in the event of the Qualifying Participant'sath prior to the
Qualifying Participant’s Annuity Starting Date, suQualifying Participans surviving Spouse, may elect to have his or haliing Benefit
paid as a lump sum as of any Qualifying Distribntidate. Such election shall be made in writing doren provided by the Committee and
must be consented to in writing by the QualifyiraytiRipant’'s Spouse, if any. If the Qualifying Reigiant dies prior to the Qualifying
Participants Annuity Starting Date without a surviving Spousbe, Qualifying Benefit shall be paid as a lump sasof the earliest Qualifyir
Distribution Date to the Participant’s Beneficiary.

(i) Qualifying Distribution Date. “Qualifying Gitribution Date” means the first day of any mongigibning after the
date the Qualifying Participant attains his EartiRRment Date.

(iii) Qualifying Participant. “Qualifying Partipant” means each Participant who is entitled t&ahanced Annuity as
specified in Appendix I11.

(iv) Qualifying Benefit. “Qualifying Benefit” mass the Participant’s Enhanced Annuity, as describéppendix IIl.

(v) Spousal Consent. Spousal consent to a lummpdsstribution under this Section 7.7(e) must bevited on a form
prescribed by the Committee, acknowledging thecefié the Qualifying Participant’s election of agie sum distribution, signed by the
Qualifying Participant and the Qualifying Partiaipa Spouse and witnessed by a notary public. Sdaamnsent will be effective only with
respect to the Spouse who signs the consent. €httal made by the Qualifying Participant with Spaluiconsent may be revoked by the
Qualifying Participant without Spousal consentrat ime prior to the date benefit payments begirchSrevocation shall be effected by
written notification to the Committee.

VI.
Add Appendix | to read as follows:
APPENDIX |
SUPPLEMENTAL BENEFIT
The basic benefit of each Participant listed bedtvall be increased by the amount of the SupplehBetzfit specified below. Each

Participant’s Supplemental Benefit is expresse@iims of a monthly benefit at Normal Retirement Age shall be adjusted for timing and
form in the same manner as the benefit under Se6ti(a) (using the Excess Benefit Percentagesdtidh 6.2 as applicable).

Personnel Supplemental
Number Name Benefit
2870 D. Cole 1,409.03
4494 C. Davis 43.70
3277 R. Ewing 1,946.66
5284 S. Goff 112.90
10370 I. Hughes 365.46
10111 M. Maslowski 847.35
2859 G. Post 5,493.04
52726 K. Puckett 1,373.74
54861 K. Victory 137.39
VII.
Add Appendix Il to read as follows:
APPENDIX I

SUPPLEMENTAL BENEFIT

The basic benefit of each Participant listed bekivall be increased by the amount of the Supplem@&wgnefit specified below. Ea



Participants Supplemental Benefit is expressed in terms obathly benefit at Normal Retirement Age and shalladljusted for timing at
form in the same manner as the benefit under Se6ti(a) (using the Excess Benefit Percentagesdtidh 6.2 as applicable).

Personnel Supplemental
Number Name Benefit
3095 G. Bailey 860.98
2870 D. Cole 6,169.16
4494 C. Davis 534.92
3277 R. Ewing 5,635.05
5284 S. Goff 1,751.26
10370 I. Hughes 3,894.92
10111 M. Maslowski 5,740.44
2859 G. Post 2,654.32
52726 K. Puckett 3,413.60
3189 N. Sweasy 4,881.03
VIII.

Add Appendix Il to read as follows:
APPENDIX I

ENHANCED ANNUITY

1. Enhanced Annuity. The basic benefit of eachi@eted Participant shall be increased by the atafusuch Participant’s
Enhanced Annuity, which shall equal, as of a Deteation Date, the product of (a) the Participaititial Annuity, and (b) the Participant’s
Adjustment Factor. Each Participant’s Enhanced Agrahall be subject to the Participant’s lump sdistribution election as determined
under Section 7.7(e). For Enhanced Annuity paymeortsmencing prior to Normal Retirement Age, the anigpayable to the Participant
shall be adjusted using an early retirement faetpral to the ratio of the Participant’s DetermioatAnnuity Factor to the Participant’'s Early
Annuity Factor.

2. Definitions. For purposes of this Appendix Il (anahless explicitly made applicable to another FBantion, only for suc
purposes), the following terms shall have the dtateanings:

@) "Adjustment Factor" means the Initial Annuigctor multiplied by the Interest Adjustment Faeod divided by
the Determination Annuity Factor.

(b) “Applicable Mortality Table” means the moitgltable prescribed by the Commissioner of InteRevenue under
Section 417(e)(3)(A)(ii)(l) of the Internal RevenGede.

(c) "Computation Period" means any month durlrgperiod after January 2006 and prior to the montbhich the
Participant’s Distribution Date occurs.

(d) "Determination Age" means the Participanttaiaed age, in years and completed months, dsedfst day of the
Determination Period.

(e) "Determination Annuity Factor" means the defé annuity factor from Determination Age to NotrR&tirement
Age (or Determination Age, if greater) calculatesé&d on the Applicable Mortality Table and using @ATT Rate for the Determination
Period.

® "Determination Date" means the date as ofthla Participant's Enhanced Annuity is being caitad.

(9) "Determination Period" means the ComputaReniod in which the Determination Date occurs.

(h) "Designated Participant” means a Particifiated in section 3 of this Appendix Il1.

0] "Distribution Date" means the date as of whike Participant’'s Enhanced Annuity is distribubedtommences to

be distributed.



()] "Early Annuity Factor" means the immediatenaity factor applicable at the Participant’s ageh@Distribution
Date calculated based on the Applicable Mortal@pl€ and using the GATT Rate for the Computatiomnoélehat includes the Participant’s
Distribution Date.

(k) "Enhanced Annuity Interest Rate" or 'EAIR' meanghwespect to each Computation Period, the avenagahly
yield on 3(-year Treasury securities. EAIRn will representE#dR for the Computation Period n months afteritiidal Computation Peric
(which is denoted as EAIR).

()] "GATT Rate" means, with respect to a CompotaPeriod, the average annual yield ony8@+ Treasury securiti
for the September proceeding the first month ofRffam Year in which such Computation Period begins.

(m) “Initial Age" means the Participastattained age, in years and completed month, #gedirst day of the Initi:
Computation Period.

(n) "Initial Annuity" means the amount specifieelxt to the Designated Participan8ocial Security number in Sect
3 of this Appendix III.

(0) "Initial Annuity Factor" means the deferrathaity factor from Initial Age to Normal Retiremefge (or Initial
Age, if greater) calculated based on the ApplicAbbetality Table and using the GATT Rate for th&id Computation Period.

(p) "Initial Computation Period" means the Congtigin Period beginning January 1, 2006.

(a) "Interest Adjustment Factor" means the foitogvproduct:
[(1+ EAIR )*(1+ EAIR ; )*...*(1+ EAIR )]

where EAIR, is EAIR for the Determination Period (x months aftee Initial Computation Period).

(9] “Lump Sum Benefit” means an amount equaht lnitial Annuity multiplied by the Adjustment Rac, multiplied
by the Determination Annuity Factor.

3. Designated Participant/Initial Annuity:

Personnel Initial
Number Name Annuity
5284 S. Goff 4,572.41
6289 T. Grigar 874.63
3977 C. Heath 829.20
10370 I. Hughes 2,641.80
3402 N. Moulle' 146.58
7373 J. Osa 143.34
2732 0. Riley 2,185.80
6699 M. Scott 1,503.57
3189 N. Sweasy 636.41
2710 T. Walden 207.96

IN WITNESS WHEREOF , CenturyTel has executed this Amendment on thils 88y of December, 2005.
CENTURYTEL, INC.

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







Exhibit 10.2(d)(iii)
[ CenturyTel Letterhead ]

THIS DOCUMENT CONSTITUTES PART OF A PROSPECTUS CORIEG SECURITIES
THAT HAVE BEEN REGISTERED UNDER THE SECURITIES AGDF 1933.
May 7, 2004

FORM OF
STOCK OPTION AGREEMENT
UNDER THE CENTURYTEL, INC.
2002 DIRECTORS STOCK OPTION PLAN

[Name and Address of Recipient]

Re: Option to purchase 6,000 shares of Common Sto€leoturyTel, Inc. at $29.70 per share granted on K)&004.

Dear

In consideration of your agreement to serve orBibard of Directors of CenturyTel, Inc. (the “Comp8&n on May 7, 2004 you wet
granted an option (the “Option”) to purchase o0f08,8hares of common stock of the Company, $1.00gae per share (the “Common
Stock”), under the CenturyTel, Inc. 2002 DirectSteck Option Plan (the “Plan”), subject to all bétterms and conditions set forth in the
Plan. You hereby acknowledge that the Company t@squsly furnished you with a copy of the Plan dmel Memorandum/Prospectus for
the Plan.

The Option exercise price is $29.70 per shareR#ieMarket Value of a share of Common Stock ondhie of grant) payable in full
at the time of exercise, either in the form of gadteck, Common Stock held for six months (unlékerwise permitted by the Compensation
Committee) or through a broker-assisted exercisédgeacribed in the Plan. Under the terms of the,Blaur Option becomes exercisable
beginning on May 7, 2005 and expires on May 7, 20rléss it terminates earlier under the circumstamescribed in Sections 6.5 and 8.3 of
the Plan. Appropriate adjustments will be madéneortumber and class of shares of Common Stockdutbj¢he Option and to the exercise
price in certain situations described in Secti@f the Plan. When you wish to exercise an Optionyhole or in part, please refer to the
provisions of the Plan dealing with the proceddoce®xercise.

Upon exercise of your Option you will receive omefprence share purchase right for each share mh@m Stock issued. These
rights are described in more detail in the Memotem#Prospectus for the Plan.

The Options granted hereby are non-qualified stptions and shall not be treated as Incentive S@ymions under Section 422 of
the Internal Revenue Code of 1986, as amended.

In the event any provision of this agreement cotslivith the provisions of the Plan, the Plan sbalitrol.

Please indicate your acceptance of this Optionyand agreement to comply with the provisions of fti@n and
Memorandum/Prospectus for the Plan by signing ahdming the enclosed copy of this agreement tcCihrapany.

Sincerely,

CENTURYTEL, INC.
By:

Glen F. Post, Il
President and Chief Executive Officer



ACCEPTED as of the date hereof.

Optionee



Exhibit 10.2(g)(iii)

FORM OF NON-QUALIFIED STOCK OPTION AGREEMENT
UNDER THE CENTURYTEL, INC.

2005 MANAGEMENT INCENTIVE COMPENSATION PLAN
(2006 Grants to Section 16 Officers)

THIS NON-QUALIFIED STOCK OPTION AGREEMENT (this (“greement”) is entered into as of February 21, 269@&nd
between CenturyTel, Inc., a Louisiana corporati@e(turyTel”), and (“Optionee”).

WHEREAS, CenturyTel maintains the 2005 Management Incer@iempensation Plan (the “Plan”), under which the @ensation
Committee of the Board of Directors of CenturyTibk(“Committee”) may, directly or indirectly, amonther things, grant options to
purchase shares of CenturyTel's common stock, $iad®alue per share (the “Common Stock”), to keypkeyees of CenturyTel or its
subsidiaries (collectively, the “Company”), on terand conditions as it may deem appropriate; and

WHEREAS, pursuant to the Plan the Committee has awarddtet@ptionee an option to purchase shares of Con8tewk on the
terms and conditions specified below;

NOW, THEREFORE, in consideration of the premises, it is agreedé#e\ws:

1.
GRANT OF OPTION

1.01 In consideration of future services, Ceyifet hereby grants to Optionee, effective Febrzdry2006 (the “Date of
Grant”), the right, privilege and option to purchas shares of Common Stock (the “Optiongraexercise price of $35.41 per share.
1.02 The Option is a non-qualified stock optaond shall not be treated as an incentive stoclooptnder Section 422 of the

Internal Revenue Code of 1986, as amended (the€'Q.od

2.
TIME OF EXERCISE

2.01 Subject to the provisions of the Plan dneddther provisions of this Agreement, the Optiosiead| be entitled to exercise
the Option as follows:

With respect to one-third of the shares covered
by the Option March 15, 2007

With respect to twdhirds of the shares covel
by the Option, less any shares previously is March 15, 2008

With respect to all of the shares covered by the
Option, less any shares previously issued. March 15, 2009

The Option shall expire and may not be exerciset than ten years after the Date of Grant.

2.02 Notwithstanding the foregoing, the Optibalsbecome accelerated and immediately exercisabilél (a) if Optionee
dies while he is employed by the Company, (b) ifi@pee becomes disabled within the meaning of 8e@&R(e)(3) of the Code (“Disability”
while he is employed by the Company, (c) if Optiemetires from employment with the Company on ¢eradttaining the age of 55
(“Retirement”) or (d) pursuant to the provisionstioé¢ Plan.

3.
CONDITIONS FOR EXERCISE OF OPTION

During Optionee’s lifetime, the Option may be exsed only by him or by his legal representativee Tption must be exercised
while Optionee is employed by the Company, orhtodxtent exercisable at the time of terminatioeraployment, within 190 days of the



date on which he ceases to be an employee, exwpg) if he ceases to be an employee becausetioéiRent, the Option may be
exercised within three years from the date on whiglteases to be an employee, (b) if an Optioreajdoyment is terminated for cause, the
unexercised portion of the Option is immediatelynimated, and (c) in the event of Optionee’s Dibigbor death, the Option may be
exercised by the Optionee or, in the case of dégthjs estate or by the person to whom such dgkiblves from him by reason of his death
within two years after the date of his Disabilitydeath;provided, howevethat the Option and all option gain, as define&éttion 4.01,
shall at all times be subject to the forfeitureyismns of Section 4 hereof; apdovided furthetthat no rights to purchase Common Stock
under this Option may be exercised later than tsrg/after the Date of Grant.

4,
FORFEITURE OF OPTION AND OPTION GAIN

4.01 If, at any time during Optionee’s employmieynthe Company or within 18 months after ternmioabf employment,
Optionee engages in any activity in competitiorhvéity activity of the Company, or inimical, contrar harmful to the interests of the
Company, including but not limited to: (a) condustating to Optionee’s employment for which eitkeéminal or civil penalties against
Optionee may be sought, (b) conduct or activity teaults in termination of Optionee’s employmentdause, (c) violation of Company
policies, including, without limitation, the Compgas insider trading policy and corporate compliapcegram, (d) accepting employment
with, acquiring a 5% or more equity or participatioterest in, serving as a consultant, advisoeatidr or agent of, directly or indirectly
soliciting or recruiting any employee of the Comparho was employed at any time during Optiosgehure with the Company, or otherw
assisting in any other capacity or manner any cowypa enterprise that is directly or indirectlydompetition with or acting against the
interests of the Company or any of its lines ofibess (a “competitor”), except for (A) any isolatsgoradic accommodation or assistance
provided to a competitor, at its request, by Om®during Optionee’s tenure with the Company, Inly d provided in the good faith and
reasonable belief that such action would beneditGbmpany by promoting good business relations thghcompetitor and would not harm
the Company’s interests in any substantial mann@)any other service or assistance that is pieiat the request or with the written
permission of the Company, (e) disclosing or misgisiny confidential information or material condegnthe Company, (f) engaging in,
promoting, assisting or otherwise participatingihostile takeover attempt of the Company or ahgrofransaction or proxy contest that
could reasonably be expected to result in a Chah@entrol (as defined in the Plan) not approvedCenturyTel's Board of Directors or (g)
making any statement or disclosing any informat@many customers, suppliers, lessors, lesseenstics, licensees, regulators, employees or
others with whom the Company engages in businegssthiefamatory or derogatory with respect tolthginess, operations, technology,
management, or other employees of the Compangkorg any other action that could reasonably beeetgul to injure the Company in its
business relationships with any of the foregoingiga or result in any other detrimental effecttbe@ Company, then (i) the Option shall
automatically terminate without any payment to Optie effective the date on which Optionee engagsadh activity, unless terminated
sooner by operation of another term or conditiothaf Agreement or the Plan, and (ii) Optionee Igbay in cash to the Company, without
interest, any option gain realized by Optionee farcising all or a portion of the Option durimg fperiod beginning one year prior to
termination of employment (or one year prior to tla¢e Optionee first engages in such activity itermination occurs) and ending on the
date on which the Option terminates. For purposesdf, “option gain” shall mean the difference betw the closing market price of the
Common Stock on the date of exercise minus theceseeprice, multiplied by the number of shares pased.

4.02 If Optionee owes any amount to the Comparder Section 4.01 above, Optionee acknowledgéshii@aCompany may
deduct such amount from any amounts the Compang @p&ionee from time to time for any reason (inolgdvithout limitation amounts
owed to Optionee as salary, wages, reimbursememther compensation, fringe benefits, retirememtdfits or vacation pay). Whether or
the Company elects to make any such set-off in &boin part, if the Company does not recover bpmseof sebff the full amount Optione
owes it, Optionee hereby agrees to pay immedi#telyinpaid balance to the Company.

4.03 Optionee may be released from Optionedigatibns under Sections 4.01 and 4.02 above drihei Committee
determines in its sole discretion that such adasan the best interests of the Company.

5.
PREFERENCE SHARE PURCHASE RIGHTS

Upon exercise of an Option at a time when prefexest@are purchase rights to purchase shares os®&Bi®articipating Cumulative
Preference Stock or other securities or properth@iCompany (the “Rights” and each a “Right”) ramautstanding pursuant to that certain
Rights Agreement dated as of August 27, 1996 betvmnturyTel and the Rights Agent named thereimnasnded through the date of such
exercise, or pursuant to any successor Rights Aggat then Optionee shall receive Rights in cortjonowith Optionees receipt of shares
Common Stock on the terms and conditions of thdiecgige Rights Agreement.

6.
ADDITIONAL CONDITIONS

Anything in this Agreement to the contrary notwttheding, if at any time CenturyTel further detergsnin its sole discretion, that



the listing, registration or qualification (or anpdating of any such document) of the shares ofl@omStock issuable pursuant to
the exercise of an Option is necessary on any giesuexchange or under any federal or state si&sior blue sky law, or that the consent or
approval of any governmental regulatory body isassary or desirable as a condition of, or in cotimeavith the issuance of shares of
Common Stock pursuant thereto, or the removal pfrastrictions imposed on such shares, such sbd@smmon Stock shall not be issued,
in whole or in part, unless such listing, registnat qualification, consent or approval shall haeen effected or obtained free of any
conditions not acceptable to CenturyTel. Centunalgkes to use commercially reasonable effortssiaei all shares of Common Stock
issuable hereunder on the terms provided herein.

7.
ATTORNEYS’ FEES AND EXPENSES

Should any party hereto retain counsel for the semf enforcing, or preventing the breach of, pmoyision hereof, including, but
not limited to, the institution of any action orogeeding in court to enforce any provision heremg&njoin a breach of any provision of this
Agreement, to obtain specific performance of argvision of this Agreement, to obtain monetary quldated damages for failure to perform
any provision of this Agreement, or for a declamatdf such parties’ rights or obligations hereunderfor any other judicial remedy, then the
prevailing party shall be entitled to be reimburbgdhe losing party for all costs and expensesrieel thereby, including, but not limited to,
attorneys’ fees (including costs of appeal).

8.
NO CONTRACT OF EMPLOYMENT INTENDED

Nothing in this Agreement shall confer upon Opti@aay right to continue in the employment of thenpany or to interfere in any
way with the right of the Company to terminate ©p&e’s employment relationship with the Compangrgttime.

9.
WITHHOLDING TAXES

The Company may make such provisions as it may dggrropriate for the withholding of any federaststand local taxes that it
determines are required to be withheld on any éseaf the Option. In accordance with and subjedhé terms of the Plan, Optionee may
satisfy the tax withholding obligation in wholeiarpart by delivering currently owned shares of @uoom Stock or electing to have
CenturyTel withhold from the shares Optionee othsewvould receive hereunder shares of Common Stacing a value equal to the
minimum amount required to be withheld (as deteedinnder the Plan).

10.
BINDING EFFECT

This Agreement shall inure to the benefit of andlmeling upon the parties hereto and their respetteirs, executors,
administrators, legal representatives and succasdfithout limiting the generality of the foregoinghenever the term “Optionee” is used in
any provision of this Agreement under circumstareksre the provision appropriately applies to teed) executors, administrators or legal
representatives to whom this Option may be transfielby will or by the laws of descent and distribaf the term “Optioneeshall be deeme
to include such person or persons.

11.
INCONSISTENT PROVISIONS

Optionee agrees that the Option granted herelybigst to the terms, conditions, restrictions atigeoprovisions of the Plan as fully
as if all such provisions were set forth in theitieety in this Agreement. If any provision of thAgreement conflicts with a provision of the
Plan, the Plan provision shall control. Optioneknaeviedges that a copy of the Plan and a prospectmsnarizing the Plan was distributec
made available to Optionee and that Optionee weised to review such materials prior to enterirtg ithis Agreement. Optionee waives the
right to claim that the provisions of the Plan ao¢ binding upon Optionee and Optionee’s heirscet@s, administrators, legal
representatives and successors.

12.
ADJUSTMENTS TO OPTIONS

The parties acknowledge that (i) appropriate adjests shall be made to the number and class oéslosdiCommon Stock subject to
the Option and to the exercise price in certamatibns described in Section 4.5 of the Plan ahadjustments to the rights of the Optionee
might be made in the event of a Change of Coraiotjefined in Section 11.12 of the Plan.



13.
TERMINATION OF OPTION

The Committee, in its sole discretion, may termerthe Option. However, no termination may adveraéfigct the rights of Optionee
to the extent that the Option is currently exetgisan the date of such termination.

14.
GOVERNING LAW

This Agreement shall be governed by and constmedd¢ordance with the laws of the State of Lougian

15.
SEVERABILITY

If any term or provision of this Agreement, or #ggplication thereof to any person or circumstasball at any time or to any extent
be invalid, illegal or unenforceable in any respEstvritten, Optionee and CenturyTel intend for eoyrt construing this Agreement to
modify or limit such provision so as to renderatid and enforceable to the fullest extent allowwgdaw. Any such provision that is not
susceptible of such reformation shall be ignoredsto not affect any other term or provision hgrand the remainder of this Agreement, or
the application of such term or provision to pessoncircumstances other than those as to whisthitld invalid, illegal or unenforceable,
shall not be affected thereby and each term andgionm of this Agreement shall be valid and enfdrte the fullest extent permitted by law.

16.
ENTIRE AGREEMENT; MODIFICATION

The Plan and this Agreement contain the entireeagemt between the parties with respect to the subyjatter contained herein and
may not be modified, except as provided in the Pdarit may be amended from time to time in the meaprovided therein, or in this
Agreement, as it may be amended from time to tigne tvritten document signed by each of the pah@rsto. Any oral or written
agreements, representations, warranties, writidmc@ments, or other communications with respetttésubject matter contained herein
made prior to the execution of the Agreement dhalNoid and ineffective for all purposes.

IN WITNESS WHEREOF the parties hereto have causisdigreement to be executed as of the day andfystabove written.

CenturyTel, Inc.
By:

Glen F. Post, Il
Chairman and Chief Executive Officer

{insert name}
Optionee



Exhibit 10.2(g)(iv)

FORM OF RESTRICTED STOCK AGREEMENT
UNDER THE CENTURYTEL, INC.
2005 MANAGEMENT INCENTIVE COMPENSATION PLAN
(2006 Grants to Section 16 Officers)

This RESTRICTED STOCK AGREEMENT (this “Agreemeni8)entered into as of February 21, 2006, by andidet CenturyTel,
Inc. (“CenturyTel”) and (“Award Reeipt").

WHEREAS, CenturyTel maintains the 2005 Management Incer@iempensation Plan (the “Plan”), under which the @ensation
Committee of the Board of Directors of CenturyTiake(“Committee”) may, directly or indirectly, amonther things, grant restricted shares
of CenturyTel's common stock, $1.00 par value frs (the “Common Stock”), to key employees of @eritel or its subsidiaries
(collectively, the “Company”), subject to such termonditions, or restrictions as it may deem appate; and

WHEREAS, pursuant to the Plan the Committee has awarddtketdward Recipient restricted shares of CommoniStocthe
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, CenturyTel as of the date of this Agreenhereby awards to the
Award Recipient restricted shares of ComBtock, together with associated preference ghanehase rights under CenturyTel's
rights agreement dated as of August 27, 1996, asded, or any successor rights plan (collectivbly,"Restricted Stock”), that vest, subject
to Sections 2, 3 and 4 hereof, in installmentodevs:

Scheduled Vesting Date Number of Shares of Restricted Stock

March 15, 2007
March 15, 2008
March 15, 2009
March 15, 2010
March 15, 2011

2.
AWARD RESTRICTIONS ON
RESTRICTED STOCK

2.1 In addition to the conditions and restrictigorovided in the Plan, neither the shares ofrRe=tl Stock nor the right to vote
the Restricted Stock, to receive dividends the@ao enjoy any other rights or interests thereumddnereunder may be sold, assigned,
donated, transferred, exchanged, pledged, hypatttoa otherwise encumbered prior to vesting. Suligethe restrictions on transfer
provided in this Section 2.1, the Award Recipidmlsbe entitled to all rights of a shareholdeCaituryTel with respect to the Restricted
Stock, including the right to vote the shares aative all dividends and other distributions desdathereon.

2.2 If the shares of Restricted Stock have fretdy vested in accordance with Section 1 abdweeshares of Restricted Stock
shall vest and all restrictions set forth in Settol shall lapse on the earlier of:

(@) the date on which the employment of the AlNRecipient terminates as a result of (i) deathd{sability
within the meaning of Section 22(e)(3) of the In@rRevenue Code, or (iii) if permitted by the Coitt@e in accordance with
Section 3 below, retirement or termination by tlePany; or

(b) the occurrence of a Change of Control oftGefTel, as described in Section 11.12 of the Plan.

3.
TERMINATION OF EMPLOYMENT



If the Award Recipient’'s employment terminatestastesult of death or disability within the meanafdgsection 22(e)(3) of the
Internal Revenue Code, all unvested shares of iRestrStock granted hereunder shall immediately. \dsless the Committee determines
otherwise in the case of retirement of the Awardipient or termination by the Company of the Aw&ekipient’s employment, termination
of employment for any other reason, except termonaipon a Change of Control (as provided in Sactib.12 of the Plan), shall
automatically result in the termination and forfied of all unvested Restricted Stock.

4.
FORFEITURE OF AWARD

4.1 If, at any time during the Award Recipiergimployment by the Company or within 18 monthsrafemination of
employment, the Award Recipient engages in anyi#gin competition with any activity of the Compgror inimical, contrary or harmful to
the interests of the Company, including but noftkah to: (a) conduct relating to the Award Recipigemployment for which either criminal
or civil penalties against the Award Recipient nbaysought, (b) conduct or activity that resultseirmination of the Award Recipient’s
employment for cause, (c) violation of the Compamolicies, including, without limitation, the Comlpy’s insider trading policy and
corporate compliance program, (d) accepting empéaytrwith, acquiring a 5% or more equity or partatipn interest in, serving as a
consultant, advisor, director or agent of, directtyndirectly soliciting or recruiting any employef the Company who was employed at any
time during the Award Recipient’s tenure with thentpany, or otherwise assisting in any other capacimanner any company or enterprise
that is directly or indirectly in competition withr acting against the interests of the Companyngrad its lines of business (a “competitor”),
except for (A) any isolated, sporadic accommodatioassistance provided to a competitor, at its@st] by the Award Recipient during the
Award Recipient’s tenure with the Company, but dhlgrovided in the good faith and reasonable li¢liat such action would benefit the
Company by promoting good business relations vhighdompetitor and would not harm the Company’s@sts in any substantial manner or
(B) any other service or assistance that is pral/atehe request or with the written permissiothef Company, (e) disclosing or misusing any
confidential information or material concerning thempany, (f) engaging in, promoting, assistingtherwise participating in a hostile
takeover attempt of the Company or any other tretiwaor proxy contest that could reasonably besetgr to result in a Change of Control
(as defined in the Plan) not approved by the CgfiirBoard of Directors or (g) making any statemandisclosing any information to any
customers, suppliers, lessors, lessees, licermmssees, regulators, employees or others withmwvtiee Company engages in business that is
defamatory or derogatory with respect to the bissineperations, technology, management, or othptogiees of the Company, or taking any
other action that could reasonably be expectedjtwd the Company in its business relationshiph waity of the foregoing parties or result in
any other detrimental effect on the Company, thenatward of Restricted Stock granted hereundel ahmmatically terminate and be
forfeited effective on the date on which the Aw&ekipient engages in such activity and (i) all seaxf Common Stock acquired by the
Award Recipient pursuant to this Agreement (or pHeurities into which such shares have been ctatver exchanged) shall be returned to
the Company or, if no longer held by the Award Remit, the Award Recipient shall pay to the Compawithout interest, all cash, securities
or other assets received by the Award Recipienhupe sale or transfer of such stock or securiéied, (ii) all unvested shares of Restricted
Stock shall be forfeited.

4.2 If the Award Recipient owes any amount ® @ompany under Section 4.1 above, the Award Radigicknowledges that
the Company may, to the fullest extent permitteépplicable law, deduct such amount from any anstire Company owes the Award
Recipient from time to time for any reason (inchgliwithout limitation amounts owed to the Award Rént as salary, wages,
reimbursements or other compensation, fringe beneétirement benefits or vacation pay). Whetherat the Company elects to make any
such set-off in whole or in part, if the Companyesdmot recover by means of set-off the full amdhetAward Recipient owes it, the Award
Recipient hereby agrees to pay immediately the idripglance to the Company.

4.3 The Award Recipient may be released fromAtlvard Recipient’s obligations under Sections s 4.2 above only if the
Committee determines in its sole discretion thahsaction is in the best interests of the Company.

5.
STOCK CERTIFICATES

5.1 The stock certificates evidencing the Ret&td Stock shall be retained by CenturyTel unélldpse of restrictions under
the terms hereof. CenturyTel shall place a leganthe form specified in the Plan, on the stockifieates restricting the transferability of the
shares of Restricted Stock.

5.2 Upon the lapse of restrictions on shardResftricted Stock, CenturyTel shall cause a stodificate without a restrictive
legend to be issued with respect to the vestediBiest Stock in the name of the Award Recipienhisror her nominee within 30 days. Upon
receipt of such stock certificate, the Award Remipiis free to hold or dispose of the shares reptesl by such certificate, subject to (i)
applicable securities laws, (ii) CenturyTel's insidrading policy, and (iiiany applicable stock retention policies that Ceritet may adopt i
the future.



6.
WITHHOLDING TAXES

At the time that all or any portion of the ResgitiStock vests, the Award Recipient must deliveZéoturyTel the amount of incor
tax withholding required by law. In accordance watid subject to the terms of the Plan, the Awarcigent may satisfy the tax withholding
obligation in whole or in part by delivering curtgnowned shares of Common Stock or by electingaee CenturyTel withhold from the
shares the Award Recipient otherwise would rechareunder shares of Common Stock having a valual égthe minimum amount
required to be withheld (as determined under tha)}P!

7.
ADDITIONAL CONDITIONS

Anything in this Agreement to the contrary notwititeding, if at any time CenturyTel further detergsnin its sole discretion, that
the listing, registration or qualification (or anpdating of any such document) of the shares ofl@omStock issuable pursuant hereto is
necessary on any securities exchange or underedeydl or state securities or blue sky law, or thatconsent or approval of any
governmental regulatory body is necessary or dasiras a condition of, or in connection with theuisnce of shares of Common Stock
pursuant thereto, or the removal of any restricgimmposed on such shares, such shares of Commok s$tall not be issued, in whole or in
part, or the restrictions thereon removed, unlask $sting, registration, qualification, consentapproval shall have been effected or obta
free of any conditions not acceptable to CenturyTehturyTel agrees to use commercially reasoreffdets to issue all shares of Common
Stock issuable hereunder on the terms providedrhere

8.
NO CONTRACT OF EMPLOYMENT INTENDED

Nothing in this Agreement shall confer upon the AdvRecipient any right to continue in the employingfithe Company, or to
interfere in any way with the right of the Companyterminate the Award Recipieatemployment relationship with the Company at amg1

9.
BINDING EFFECT

This Agreement shall inure to the benefit of andlmeling upon the parties hereto and their respetteirs, executors,
administrators, legal representatives and succasébithout limiting the generality of the foregoinghenever the term “Award Recipient” is
used in any provision of this Agreement under c¢itstances where the provision appropriately appliese heirs, executors, administrators
or legal representatives to whom this award madresferred by will or by the laws of descent argdribution, the term “Award Recipient”
shall be deemed to include such person or persons.

10.
INCONSISTENT PROVISIONS

The shares of Restricted Stock granted herebyulject to the terms, conditions, restrictions atieoprovisions of the Plan as fu
as if all such provisions were set forth in theitieety in this Agreement. If any provision of thAgreement conflicts with a provision of the
Plan, the Plan provision shall control. The AwatiRient acknowledges that a copy of the Plan gmebspectus summarizing the Plan was
distributed or made available to the Award Recipard that the Award Recipient was advised to i\sach materials prior to entering into
this Agreement. The Award Recipient waives thetrigtclaim that the provisions of the Plan areliatling upon the Award Recipient and
the Award Recipient’s heirs, executors, administistlegal representatives and successors.

11.
ATTORNEYS’ FEES AND EXPENSES

Should any party hereto retain counsel for the gsepf enforcing, or preventing the breach of, pmoyision hereof, including, but
not limited to, the institution of any action orogeeding in court to enforce any provision heremg&njoin a breach of any provision of this
Agreement, to obtain specific performance of argvimion of this Agreement, to obtain monetary quldated damages for failure to perform
any provision of this Agreement, or for a declamatdf such parties’ rights or obligations hereunderfor any other judicial remedy, then the
prevailing party shall be entitled to be reimburbgadhe losing party for all costs and expensesriral thereby, including, but not limited to,
attorneys’ fees (including costs of appeal).

12.
GOVERNING LAW



This Agreement shall be governed by and constmedd¢ordance with the laws of the State of Lougian

13.
SEVERABILITY

If any term or provision of this Agreement, or #qgplication thereof to any person or circumstasball at any time or to any extent
be invalid, illegal or unenforceable in any respextvritten, the Award Recipient and CenturyTedimat for any court construing this
Agreement to modify or limit such provision so agénder it valid and enforceable to the fulleseakallowed by law. Any such provision
that is not susceptible of such reformation shalignored so as to not affect any other term ovipian hereof, and the remainder of this
Agreement, or the application of such term or @in to persons or circumstances other than these ahich it is held invalid, illegal or
unenforceable, shall not be affected thereby antl Bam and provision of this Agreement shall bidvand enforced to the fullest extent
permitted by law.

14.
ENTIRE AGREEMENT; MODIFICATION

The Plan and this Agreement contain the entireeagemt between the parties with respect to the subyjatter contained herein and
may not be modified, except as provided in the Pdarit may be amended from time to time in the meaprovided therein, or in this
Agreement, as it may be amended from time to tigna Written document signed by each of the patht@¥eto. Any oral or written
agreements, representations, warranties, writiémcements, or other communications with respetttdsubject matter contained herein
made prior to the execution of the Agreement dhalNoid and ineffective for all purposes.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliveretherday and year first
above written.

CenturyTel, Inc.
By:
Glen F. Post, llI

Chairman and Chief Executive Officer

{insert name}
Optionee



Exhibit 10.3(b)
FIRST AMENDMENT TO
THE CENTURYTEL, INC.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN
2000 RESTATEMENT

This First Amendment to the CenturyTel, Inc. Suppdatal Executive Retirement Plan 2000 RestateniBtar(") is effective
November 17, 200t

WHEREAS , Article XVIII permits the Board to amend the Pjamd

WHEREAS , at its meeting on November 17, 2005, the Boapi@aped a recommendation from the Compensation Caeeniha
the Plan be amended to reduce a Participant'sedttenefit by the amount he elected to have traenesféo the CenturyTel, Inc. Retirement

Plan, if any; and

WHEREAS , Proposed Treasury Regulation 81.409A-3(h)(3) jitsrthe amount deferred under a nonqualified pielnet
determined as an amount offset by some or all@btmefits provided under a qualified employer ptard

WHEREAS , the executive officers of the Company were auteorand directed by the Board to prepare and ¢ee¢ha
Amendments to the various Plans and Trusts anak®adll such other actions as they deem necessdrgraper to carry out the
recommendations approved in the resolution.

NOW, THEREFORE , the Plan is amended effective November 17, 2605lws:

l.

Amend Section 5.01 to read as follows:

5.01Except as provided in Section 3.03, the monthlyewrtent benefit payable to a Participant on hisrhadrRetirement
Date shall be equal to (a) plus (b) less (c) ldswhere:

Add Section 5.01(d) to read as follows:

(d) the benefit provided under section 6.01(a)(ivihaf CenturyTel, Inc. Retirement Plan.

.

Add the following sentence to the end of Sectid@85.

The 3% annual increase will be calculated withegtard to Section 5.01(d).
V.

Add the following at the end of Section 7.03:

An active Participant’s early retirement benefidlblbe equal to his Accrued Benefit payable atNosmal Retirement
Date under Section 5.01(a), 5.01(b) and 5.01(a)ced for early retirement according to Section ,720@5, 7.06 or 7.07,
less the benefit payable under Section 6.01(adfithe CenturyTel, Inc. Retirement Plan reducedatiog to Section
6.2 of the CenturyTel, Inc. Retirement Plan. A terated Participant’s early retirement benefit shallequal to his
Accrued Benefit payable at his Normal RetirementeDmder Section 5.01(a), 5.01(b) and 5.01(c) reddor early
retirement according to Section 7.04, 7.05, 7.08.07, less the benefit payable under Section &)(¢] of the
CenturyTel, Inc. Retirement Plan reduced accortbngection 6.6 of the CenturyTel, Inc. RetiremelahP



Amend Section 9.02 to read as follows:

9.02 The monthly death benefit payable under Sectibt & the beneficiary of a Participant shall baaddo (a)
plus (b) less (c), where:

VI.

Add Section 9.02(c) to read as follows:

(c) The death benefit attributable to Section 6.Qpdf the CenturyTel, Inc. Retirement Plan.

IN WITNESS WHEREOF , CenturyTel has executed this Amendment on thils 88y of December, 2005.

CENTURYTEL, INC.

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




Exhibit 10.3 (c)
THIRD AMENDMENT TO
THE CENTURY TELEPHONE ENTERPRISES, INC.,
NOW CENTURYTEL, INC.
SUPPLEMENTAL DOLLARS & SENSE PLAN
1998 RESTATEMENT

This Third Amendment to the Century Telephone Entses, Inc. (now CenturyTel, Inc.) Supplementall&s & Sense Plan 19
Restatement ("Plan”) is effective November 17, 2005

WHEREAS, Article XIV permits the Board of Directors to ameadterminate the Plan; and

WHEREAS, the name of the Plan needs to be changed to rdéflecthange of the corporate name from Century phelet
Enterprises, Inc. to CenturyTel, Inc.; and

WHEREAS, at its meeting on November 17, 2005, the Board amu a recommendation from the Compensation Comenitta
the Plan be amended to reduce a Participakttount Balance by the amount he elected to transferred to the CenturyTel, Inc. Retiren
Plan, if any, or by the amount he elected to haseibuted to him in 2005; and

WHEREAS, Q&A-20(a) of IRS Notice 2003- permits the Plan to be amended to allow a Ppatiti during all or part of tl
calendar year 2005 to terminate participation i@ Bian or cancel a deferral election without cayighre Plan to fail to conform to t
provisions of Internal Revenue Code (“CodeZ08A(a)(2), (3) or (4), provided that the amouribjeat to the termination or cancellatior
included in the Participant's income in the calerydar 2005; and

WHEREAS, Proposed Treasury Regulation §1.403%)(3) permits the reduction of a Participant'céunt Balance in this Pl
in connection with an increase in the Participaamt'sount balance in the CenturyTel, Inc. Retiren®dah and in the CenturyTel, Inc. Doll
& Sense Plan; and

WHEREAS , in connection with the termination of the Cenifiiey; Inc. Supplemental Defined Contribution PlaBC Plan™)
some inactive Participants were permitted to arttl edéct to transfer their account balances in fHah to another nonqualified plan
CenturyTel, Inc., and a Transfer Account needseterieated in this Plan to receive such transfeacedunt balances and to continue payn
to such Participants from such Transfer Accountd; a

NOW, THEREFORE , the Plan is amended effective November 17, 2606Ibws:

Delete the name "Century Telephone Enterprises, Bach place that it appears in the Plan and tinsdts place "CenturyTe
Inc.".

Amend Section 2.02 to read as follows:

2.02 "ACCOUNT BALANCE ", as of a given date, shall mean the fair marledtier of a Participant's Account as determine
the Committee. In 2005, each active Participanti §igagiven the right to elect to have his AccoBatance transferred to the CenturyTel,
Retirement Plan (“Retirement Plan”) to the exteatnpitted under the QSERP concepte| to the extent possible given discrimina
limitations applicable to the Retirement Plan). fEd&articipant's Account Balance shall be reducedhieyamount of the liability to su
Participant which is transferred to the Retirenfelain. In 2005, under the Codé®A transition rules, each Participant shall &deayiven th
right to elect to take a distribution of the portiof his Account Balance that is not transferredh® Retirement Plan. Each Participant’
Account Balance shall be reduced by the amountiloliged to him in 2005. Each Participant's AccoBatance shall also be reduced by
amount equal to any Profit Sharing Contributiorstwh Participant's Profit Sharing Account in thetDeyTel, Inc. Dollars & Sense Plar
such time such contribution is made in 2005 andréuyears.

Add Section 2.18 to read as follows:



2.18 “TRANSFER ACCOUNT” means the account established under this Plarcordance with Section 4.01.
\VA

Add the following at the end of Section 4.01:

A Transfer Account shall be established on behélfeach former inactive Participant in the CentudyTiac. Supplemental Defina
Contribution Plan ("SDC Plan") who elected to hai&account balance in that plan transferred tdremanonqualified plan of the Compa
Such Transfer Account shall hold the amount transfefrom that plan to this Plan for each such tivacParticipant. Such Transfer Acco
shall be treated as if it were an Account undes Bian, except that in lieu of any other earnitigs,balance in each Transfer Account she
credited with interest at the rate equal to the dhtim Treasury bill rate adjusted each January §meats shall be made directly by
Company and not by the Trustee of any Rabbi Targd, the form of payment shall be the form of payimibe Participant elected under
SDC Plan and not a lump sum cash payment undeio8ex01.

IN WITNESS WHEREOF , CenturyTel, Inc. has executed this Amendmenh@29th day of December, 2005.

CENTURYTEL, INC.

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




Exhibit 10.3(c)-1
FOURTH AMENDMENT TO
THE CENTURYTEL, INC.
SUPPLEMENTAL DOLLARS & SENSE PLAN
1998 RESTATEMENT

This Fourth Amendment to the CenturyTel, Inc. Sepmntal Dollars & Sense Plan 1998 Restatement i("Plia effective
November 17, 200t

WHEREAS, the Board of Directors approved a recommendatiorthef Compensation Committee in connection with
termination of the CenturyTel, Inc. Supplementalfibed Contribution Plan (“SDC Planthat the Employer be permitted to make
additional annual discretionary contribution to atRipant's Account in this Plan equal to 4% of tharticipant's compensation minus
contributions to the Participant’s account underEmployer’'s Employee Stock Ownership Plan andTt&SOP”).

NOW, THEREFORE , the Plan is amended effective November 17, 2605lws:
l.
After Section 2.16, add Section 2.16(a) througlé@Lto read as follows:

2.16(a) “PROFIT SHARING ACCOUNT” means an account established in 2006 under this BRlawhict
contributions under Section 6.03 shall be creditddch shall vest in accordance with Section 7.D2(lith respect to which a Participant s
be entitled only to the vested amount in his Pi®fiaring Account upon an event requiring paymehihich shall be treated as an “Account”
for all other purposes of this Plan.

2.16(b) “PROFIT SHARING COMPENSATION” means the sum of a Participan®rofit Sharing Salary and Pr
Sharing Incentive Compensation for a particularnP¥ear. The determination of a ParticipgntCompensation shall be made by
Committee, in its discretion.

2.16(c) “PROFIT SHARING CONTRIBUTIONS” means the total dollar amount of contributions matiesctly ol
indirectly, on behalf of a Participant under thex@any’s ESOP.

2.16(d) “PROFIT SHARING CONTRIBUTION PERCENTAGE” means the estimated total of the percenta
compensation of employees of the Company contribbyethe Company to its ESOP, as determined bylidigi Profit Sharing Contributio
for a particular Plan Year by estimated compengmatiken into account under such plans for the Mear. The Committee, in its s
discretion, shall determine the Profit Sharing Cbotion Percentage for each Plan Year, and sucarm@ation shall be binding a
conclusive. Notwithstanding the above, until chahgg action of the Committee, the Profit Sharingh@ibution Percentage for each F
Year shall be 4% of a Participant’s Profit Shar@gmpensation.

2.16(e) “PROFIT SHARING INCENTIVE COMPENSATION” means the amount awarded to a Participant und
Companys Key Employee Incentive Compensation Program bQeroexecutive incentive compensation arrangemerniteiaed by th
Company, including the amount of any stock awardtsncash equivalent at the time of conversionh& award from cash to stock.
Participants Profit Sharing Incentive Compensation shall dermgined on an annual basis and shall be allodatéte Plan Year in which t
award is paid.

2.16(f) “PROFIT SHARING SALARY” means a participarst’actual pay for the Plan Year, exclusive, howewt
bonus payments, overtime payments, commissionsytedpincome on life insurance, vehicle allowange$ycation expenses, severa
payments and any other extra compensation.

2.16(g) “PROFIT SHARING YEARS OF SERVICE” means all years of service for each Plan Year iichvkhe
Participant completes at least 1,000 hours of servrofit Sharing Years of Service will includé wtars of service before a Particig
became an officer of the Company, years of serfattewing Normal Retirement Date and years of seewivith any Employer designated
the Company as a participating Employer underPiés . In addition, periods of Leave of Absence padods during which severance pa
provided shall be counted for determining yearsavfice.



Add Section 6.03 to read as follows:

6.03 The Company shall credit a Participant's ProfitrlgaAccount each Plan Year with an amount equaPrtofit
Sharing Compensation times Profit Sharing ContidmuPercentage minus Profit Sharing Contributions.

Add Section 7.02 to read as follows:

7.02 A Participant's Profit Sharing Account shall b#yf vested and nonforfeitable upon:
(@) 5 Profit Sharing Years of Service.
(b) attainment of age 55.
(©) death.
(d) disability as defined in Section 2.07, or
(e) the occurrence of any of the following, each of athshall constitute a "Change of Control": (i) Hegjuisitior

by any person of beneficial ownership of 30% or enafrthe outstanding shares of the common stock03dar value per share (the "Comr
Stock™), of CenturyTel, Inc. ("CenturyTel"), or 3086 more of the combined voting power of Centuryd#ien outstanding securities enti
to vote generally in the election of directopspvided, however that for purposes of this sutem (i), the following acquisitions shall r
constitute a Change of Control: (a) any acquisifjother than a Business Combination (as definedwelvhich constitutes a Change
Control under sulitem (iii) hereof) of Common Stock directly from @eryTel, (b) any acquisition of Common Stock byn@myTel or it
subsidiaries, (c) any acquisition of Common Stoglahy employee benefit plan (or related trust) spoed or maintained by CenturyTe
any corporation controlled by CenturyTel, or (dy aequisition of Common Stock by any corporatiomspant to a Business Combination
does not constitute a Change of Control underitarb-(iii) hereof; or (ii) individuals who, as ofduary 1, 2000, constitute the Boar:
Directors of CenturyTel (the "Incumbent Board") sedor any reason to constitute at least a majoffitthe Board of Directorgprovided
however, that any individual becoming a director subsetjuensuch date whose election, or nomination fact&bn by CenturyTel
shareholders, was approved by a vote of at leasttisds of the directors then comprising the Incuntt®oard shall be considered a men
of the Incumbent Board, unless such individualisahassumption of office occurs as a result ofaatual or threatened election contest
respect to the election or removal of directorsthier actual or threatened solicitation of proxiegonsents by or on behalf of a person ¢
than the Incumbent Board; or (iii) consummatioragkorganization, share exchange, merger or calasian (including any such transact
involving any direct or indirect subsidiary of CentTel), or sale or other disposition of all or stanmtially all of the assets of CenturyTe
"Business Combination"jprovided, howeverthat in no such case shall any such transactiostitote a Change of Control if immediat
following such Business Combination: (a) the indixals and entities who were the beneficial ownér€enturyTel's outstanding Comrr
Stock and CenturyTel's voting securities entiteddte generally in the election of directors immaéely prior to such Business Combinal
have direct or indirect beneficial ownership, respely, of more than 50% of the then outstandihgres of common stock, and more 1
50% of the combined voting power of the then ouiditag voting securities entitled to vote generatlythe election of directors of t
surviving or successor corporation, or, if applieahe ultimate parent company thereof (the "Haoatisaction Corporation™), and (b) exc
to the extent that such ownership existed prightoBusiness Combination, no person (excludingPthstTransaction Corporation and ¢
employee benefit plan or related trust of eithemtOg/Tel, the PosTransaction Corporation or any subsidiary of eitkierporation
beneficially owns, directly or indirectly, 20% orome of the then outstanding shares of common sbbtke corporation resulting from st
Business Combination or 20% or more of the combiatthg power of the then outstanding voting sei@siof such corporation, and (¢
least a majority of the members of the board afadors of the Postransaction Corporation were members of the IncurhBeard at the tirr
of the execution of the initial agreement, or of tiction of the Board of Directors, providing faich Business Combination; or (iv) apprc
by the shareholders of CenturyTel of a completeidigtion or dissolution of CenturyTel. For purposdsthis Section 7.02(e), the te
"person” shall mean a natural person or entity, sivadl also mean the group or syndicate createchwidie or more persons act as a synd
or other group (including, without limitation, arp@ership or limited partnership) for the purpogeaoquiring, holding, or disposing o
security, except that "person” shall not includauaderwriter temporarily holding a security pursiuanan offering of the security.

IN WITNESS WHEREOF , CenturyTel, Inc. has executed this Amendmenth@n13th day of January, 2006.

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
CENTURY TELEPHONE ENTERPRISES, INC.
NOW CENTURYTEL, INC.
SUPPLEMENTAL DEFINED BENEFIT PLAN
This First Amendment to the CenturyTel, Inc. Suppatal Defined Benefit Plan ("Plan") is effectivesw¢mber 17, 2005.

WHEREAS , Article XVI permits the Board to amend the Plang

WHEREAS, the name of the Plan needs to be changed to rdflecthange of the corporate name from Century phelet

Enterprises, Inc. to CenturyTel, Inc.; and

WHEREAS , at its meeting on November 17, 2005, the Boapt@md a recommendation from the Compensation Caeertha

the Plan be amended to transfer each active Reatits accrued benefit to the CenturyTel, Inc.i@etent Plan under the QSERP concep
to grant inactive participants the option to: @jrinate participation in the Plan by paying to Beeticipant the present value of his or
accrued benefit in cash (without tax assistanaefii)oretain his or her benefits in the Plan, whiwill be made compliant with Code Sect
409A; and

WHEREAS , the executive officers of the Company were auteor and directed by the Board to prepare and émeitu

Amendments to the various Plans and Trusts anchke all such other actions as they deem necessatypeoper to carry out tl
recommendations approved in the resolutions.

Inc.".

NOW, THEREFORE , the Plan is amended effective November 17, 2606Ibws:
l.

Delete the name "Century Telephone Enterprises, Bach place that it appears in the Plan and tinsdts place "CenturyTe

Amend Section 4.01 to read as follows:
4.01 The monthly retirement benefit payable to a Pgoéint on his Normal Retirement Date shall be thesscif any, of
the sum of the amounts determined pursuant to @ec6.1(a)(i) and 6.1(a)(ii) of the CenturyTel, .IiRRetirement Plan,
computed without taking into account the limitatioontained in Sections 2.14(d) and 5.7 thereofy dve amount so

determined taking into account such limitationsssldhe amount determined pursuant to Section @ii)(a)f the
CenturyTel, Inc Retirement Plan.

Il
Add new Section 11.04 to read as follows:
11.04 Notwithstanding any other provision of the Plaach inactive Participant as of November 17, 20G# fave the
following options, which he must exercise no latean December 15, 2005, so that a cash paymeate@fed) can be

distributed to the Participant prior to 2006:

Option 1: Receive a single sum payment in 200%hef Actuarial Equivalent present value of the iEgant's
accrued benefit under the Plan, or

Option 2:  Retain the Participant’s accrued benefder the Plan, as amended to comply with Cod&@@e409A.

IN WITNESS WHEREOF , CenturyTel has executed this Amendment on thils @8y of December, 2005.



CENTURYTEL, INC.

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




Exhibit 10.4(e

[Form of]
INDEMNITY AGREEMENT
(for directors and officers of CenturyTel, Inc.)

This Agreement is made as of the day of , by and between CenturyTel , Inc., aidiaoa corporation (tt
“Corporation”), and (“Indemnitee”).

In consideration of Indemnitegservice as [a director][an officer] commencingtiom date hereof, the Corporation and Indemnite
hereby agree as follows:

1. Agreement to Servelndemnitee agrees to serve as [a director][an @ffiof the Corporation for so long as he is elected
appointed or until such earlier time as he tentersesignation in writing.

2. Definitions. As used in this Agreement:

€)) The term “Expenses” shall mean any expeasessts (including, without limitation, attorneyes, judgments,
punitive or exemplary damages, fines and amouritsipaettlement). If any of the foregoing amoupdséd on behalf of Indemnitee are not
deductible by Indemnitee for federal or state inedax purposes, the Corporation will reimburse indiee for tax liability with respect
thereto by paying to Indemnitee an amount whicteraéking into account taxes on such amount, sgademnitee’s incremental tax
liability.

(b) The term “Claim” shall mean any threaten@ehding or completed claim, action, suit, or praiieg, whether
civil, criminal, administrative or investigative dmvhether made judicially or extra-judicially, anaseparate issue or matter therein, as the
context requires.

(c) The term “Determining Bodyshall mean (i) those members of the Board of Dinecivho are not named as pat
to the Claim for which indemnification is being gt (“Impartial Directors”)jf there are at least three Impartial Directors(ipra committee
of at least three directors appointed by the Bo&idirectors (regardless whether the members oBtherrd of Directors voting on such
appointment are Impartial Directors) and compodddpartial Directors or (iii) if there are fewdnan three Impartial Directors or if the
Board of Directors or a committee appointed themstogirects (regardless whether the members tharedmpartial Directors), independent
legal counsel, which may be the regular outsidenseliof the Corpora-tion.

3. Limitation of Liability.

To the fullest extent permitted by Article VII dig Articles of Incorporation of the Corporationéffect on the date here
and, if and to the extent such Article VII is ameddo permit further limitations, in effect at atirpe prior to the determination of liability tt
would exist but for the provisions of this Agreemdndemnitee shall not be liable for breach offidsiciary duty as a director or officer.

4. Maintenance of Insurance and Self-Insurance.

@) The Corporation represents that it presantiyntains in force and effect directors and offsdéability insurance

(“D&O Insurance”) policies that provide primary angcess coverage on behalf of the Corporation&cthirs and officers on the terms and
conditions specified therein (the “Insurance Pekt). Subject only to the provisions of Section)4{bereof, the Corporation hereby agrees
that, so long as Indemnitee shall continue to sasvia director][an officer] (or shall continuetlaé request of the Corporation to serve in any
capacity referred to in Section 5(a) hereof) aredehfter so long as Indemnitee shall be subjeshyopossible Claim, the Corporation shall
use its best efforts to purchase and maintainfecefor the benefit of Indemnitee one or more daind enforceable policy or policies of D¢
Insurance providing, in all respects, coverageaealsly comparable to that currently provided punstia the Insurance Policies, provided
that the Corporation shall have no obligation tovile primary coverage in excess of $15 milliorercess coverage in excess of $20 million.

(b) The Corporation shall not be required to purchaskraaintain the Insurance Policies in effect if D&Burance i
not reasonably available or if, in the reasonablginess judgment of the then directors of the Carpan, either (i) the premium cost for such
insurance is excessive in light of the amount afecage or (ii) the coverage provided by such insceds so limited by exclusions, retentions,
deductibles or otherwise that there is insufficieanefit from such insurance.

(c) If the Corporation does not purchase anchtaai in effect the Insurance Policies pursuarhéoprovisions of
Section 4(b) hereof, the Corporation agrees to hatthless and indemnify Indemnitee to the full ekt the coverage that would otherwise



have been provided for the benefit of Indemniteespant to the Insurance Policies.
5. Additional Indemnity.

€)) To the extent any Expenses incurred by Indima are in excess of the amounts reimburseddenimified
pursuant to the provisions of Section 4 hereofQbgporation shall indemnify and hold harmless mdeee against any such Expenses
actually and reasonably incurred, as they are feduin connection with any Claim against Indemmig@hether as a subject of or party to, or
a proposed or threatened subject of or party s(tlaim) or in which Indemnitee is involved solaly a witness or person required to give
evidence, by reason of his position

0] as a director or officer of the Corporation,

(i) as a director or officer of any subsidiarfythe Corporation or as a fiduciary with respecaty employee
benefit plan of the Corporation, or

(iii) as a director, officer, employee or agehfinother corporation, partnership, joint venttingst or other
for profit or not for profit entity or enterprisé,such position is or was held at the requeshef@orporation,

whether relating to service in such position befarafter the effective date of this Agreementj)ithe Indemnitee is successful in his defé
of the Claim on the merits or otherwise or (ii) thelemnitee has been found by the Determining B@dying in good faith) to have met
Standard of Conduct; provided that (a) the amofifixpenses for which the Corporation shall indemhifdemnitee may be reduced by
Determining Body to such amount as it deems prdpgedetermines in good faith that the Claim invedl the receipt of a personal benefi
Indemnitee and (b) no indemnification shall be madeespect of any Claim as to which Indemnitedldieve been adjudged by a cour
competent jurisdiction, after exhaustion of all epls therefrom, to be liable for willful or inteatial misconduct in the performance of
duty to the Corporation or to have obtained an oppr personal benefit, unless, and only to thengxteat, a court shall determine uj
application that, despite the adjudication of ligpbut in view of all the circumstances of thesealndemnitee is fairly and reasonably ent
to indemnity for such Expenses as the court she#hud proper; and provided further that, if the Clamwolves Indemnitee by reason of
position with an entity or enterprise describectlmuse (ii) or (iii) of this Section 5(a) and ifdemnitee may be entitled to indemnifica
with respect to such Claim from such entity or goiee, Indemnitee shall be entitled to indemniiima hereunder only (x) if he has appliel
such entity or enterprise for indemnification wittspect to the Claim and (y) to the extent thaémnlification to which he would be entit
hereunder but for this proviso exceeds the inddoatibn paid by such other entity or enterprise.

(b) For purposes of this Agreement, the Standafgonduct is met when conduct by an Indemniteé véspect to
which a Claim is asserted was conduct that he nedidp believed to be in, or not opposed to, thé lmsrest of the Corporation, and, in the
case of a Claim which is a criminal action or pextiag, conduct that the Indemnitee had no reaserclse to believe was unlawful. The
termination of any Claim by judgment, order, settt, conviction, or upon a plea of nolo contenaeriés equivalent, shall not, of itself,
create a pre-sumption that Indemnitee did not rtieeStandard of Conduct.

(c) Promptly upon becoming aware of the existesfcany Claim, Indemnitee shall notify the Chie®Eutive Officer
of the existence of the Claim, who shall promptlyiae the members of the Board of Directors antdehktablishing the Determining Body
will be a matter presented at the next regularhedaled meeting of the Board of Directors. Aftex thetermining Body has been established
the Chief Executive Officer shall inform Indemnitidxereof and Indemnitee shall immediately notifg thetermining Body of all facts
relevant to the Claim known to such Indemnitee HiMi60 days of the receipt of such notice and mi&tion, together with such additional
information as the Determining Body may requedndemnitee, the Determining Body shall report tddmnitee of its determination whetl
Indemnitee has met the Standard of Conduct. TherB¥ting Body may extend the period of time foredatining whether the Standard of
Conduct has been met, but in no event shall sugbdgef time be extended beyond an additional sddys.

(d) If, after determining that the Standard of Conchag been met, the Determining Body obtains factshich it was
not aware at the time it made such determinattoenXetermining Body on its own motion, after ndtify Indemnitee and providing him an
opportunity to be heard, may, on the basis of $acts, revoke such determination, provided thath@éabsence of actual fraud by Indemn
no such revocation may be made later than thirsg ddter final disposition of the Claim.

(e) Indemnitee shall promptly inform the Detanmg Body upon his becoming aware of any relevaotsf not
theretofore provided by him to the Determining Bodgless the Determining Body has obtained sudis facother means.

® In the case of any Claim not involving a posed, threatened or pending criminal proceeding,

0] if Indemnitee has, in the good faith judgrhefthe Determining Body, met the Standard of Gantdthe
Corporation may, in its sole discretion, assumeesponsibility for the defense of the Claim, aincany event, the Corporation and



Indemnitee each shall keep the other informed #se@rogress of the defense of the Claim, inclygirompt
disclosure of any proposals for settlement; pradithat if the Corporation is a party to the Clainddndemnitee reasonably determines that
there is a conflict between the positions of thepBeation and Indemnitee with respect to the Cldivan Indemnitee shall be entitled to
conduct his defense with counsel of his choice;@ogided further that Indemnitee shall in any eévsnentitled at his expense to employ
counsel chosen by him to participate in the deferfiske Claim; and

(i) the Corporation shall fairly consider angoposals by Indemnitee for settlement of the Cldfrthe
Corporation proposes a settlement of the Claimsareth settlement is acceptable to the person agpéhnié Claim or the Corporation believes
a settlement proposed by the person assertingléie Ghould be accepted, it shall inform Indemniééhe terms of such proposed settler
and shall fix a reasonable date by which Indemrsted respond. If Indemnitee agrees to such telhmshall execute such documents as
be necessary to make final the settlement. If Indtra does not agree with such terms, Indemnitgepr@ceed with the defense of the Cle
in any manner he chooses, provided that if Indezerig not successful on the merits or otherwiseCtbrporation’s obligation to indemnify
such Indemnitee as to any Expenses incurred fatigwis disagreement shall be limited to the les§éA) the total Expenses incurred by
Indemnitee following his decision not to agreeuolsproposed settlement or (B) the amount thaCmporation would have paid pursuant to
the terms of the proposed settlement. If, howebher proposed settlement would impose upon Indemity re-quirement to act or refrain
from acting that would materially interfere withetbonduct of Indemnitee’s affairs, Indemnitee shalpermitted to refuse such settlement
and proceed with the defense of the Claim, if hdesires, at the Corporation’s expense in accomlaiitt the terms and conditions of this
Agreement without regard to the limitations imposgdhe immediately preceding sentence. In any ievle@ Corporation shall not be
obligated to indemnify Indemnitee for an amountpaia settlement that the Corporation has not@apgut.

(9) In the case of a Claim involving a propodédeatened or pending criminal proceeding, Indésenshall be
entitled to conduct the defense of the Claim anahade all decisions with respect thereto, with caliof his choice; provided that the
Corporation shall not be obligated to indemnifydnthitee for an amount paid in settlement that thg@ration has not approved.

(h) After notification to the Corporation of tlegistence of a Claim, Indemnitee may from timértee request of the
Chief Executive Officer or, if the Chief Executi@ficer is a party to the Claim as to which indefiwation is being sought, any officer who
is not a party to the Claim and who is designatethk Chief Executive Officer (the “Disbursing Qffir"), which designation shall be made
promptly after receipt of the initial request, ttla¢ Corporation advance to Indemnitee the Expefuiber than fines, penalties, judgments or
amounts paid in settlement) that he incurs in gogsa defense of the Claim prior to the time tihat Determining Body determines whether
the Standard of Conduct has been met. The Dislyu@ificer shall pay to Indemnitee the amount retpetéregardless of Indemnitee’s
apparent ability to repay the funds) upon recefatroundertaking by or on behalf of Indemniteedpay such amount if it shall ultimately be
determined that he is not entitled to be indemdifig the Corporation under the circumstances, gexvthat if the Disbursing Officer does
not believe such amount to be reasonable, he athadince the amount deemed by him to be reasonadlimdemnitee may apply directly to
the Determining Body for the remainder of the amaequested.

0] After a determination that the Standard oh@uct has been met, for so long as and to theettat the
Corporation is required to indemnify Indemnitee enthis Agreement, the provisions of Paragraptska)l continue to apply with respect to
Expenses incurred after such time except thab(iymdertaking shall be required of Indemnitee aindhge Disbursing Officer shall pay to
Indemnitee the amount of any fines, penalties dginents against him which have become final forclvtihe Corporation is obligated to
indemnify him or any amount of indemnification orelé to be paid to him by a court.

()] Any determination by the Corporation wittspect to settlement of a Claim shall be made bygtermining
Body.

(k) The Corporation and Indemnitee shall keepfidential to the extent permitted by law and tHuciary
obligations all facts and determinations providedspant to or arising out of the operation of #higeement and the Corporation and
Indemnitee shall instruct its or his agents andleyges to do likewise.

6. Enforcement.
€)) The rights provided by this Agreement shallenforceable by Indemnitee in any court of coetgurisdiction.
(b) If Indemnitee seeks a judicial adjudica-tafrhis rights under, or to recover damages foatheof, this

Agreement, Indemnitee shall be entitled to recdren the Corporation, and shall be indemnified iy €orporation against, any and all
Expenses actually and reasonably incurred by hiooimection with such proceeding, but only if hevails therein. If it shall be determined
that Indemnitee is entitled to receive part butaibof the relief sought, then Indemnitee shaleitled to be reimbursed for all Expenses
incurred by him in connection with such proceedfrthe indemnification amount to which he is detared to be entitled exceeds 50% of the
amount of his claim. Otherwise, the Expenses imtllry Indemnitee in connection with such judic@judication shall be appropriately
prorated.



(c) In any judicial proceeding described in t8exction 6, the Corporation shall bear the burdgraving that
Indemnitee is not entitled to Expenses sought vésipect to any Claim.

7. Saving Clauself any provision of this Agreement is determinedebgourt having jurisdiction over the matter touieq the
Corporation to do or refrain from doing any actttisain violation of applicable law, the court shia¢ empowered to modify or reform such
provision so that, as modified or reformed, sudvfgion provides the maximum indemnification peteidtby law and such provision, as so
modified or reformed, and the balance of this Agrest, shall be applied in accordance with theimgerWithout limiting the generality of tt
foregoing, if any portion of this Agreement shadlibvalidated on any ground, the Corporation shellertheless indemnify Indemnitee to the
full extent permitted by any applicable portiontios Agreement that shall not have been invalidaredito the full extent permitted by law
with respect to that portion that has been invadida

8. Non-Exclusivity.

€)) The indemnification and payment of Expermmesided by or granted pursuant to this Agreembat! siot be
deemed exclusive of any other rights to which Indiéee is or may become entitled under any statutle of incorporation, by-law,
authorization of shareholders or directors, agregmeotherwise.

(b) It is the intent of the Corporation by tihigree-ment to indemnify and hold harmless Indenenitethe fullest
extent permitted by law, so that if applicable laauld permit the Corporation to provide broadereimhification rights than are currently
permitted, the Corporation shall indemnify and hiaddmless Indemnitee to the fullest extent permwhitte applicable law notwithstanding that
the other terms of this Agreement would providelésser indemnification.

9. Counterparts. This Agreement may be executed in any number ofitesparts, each of which shall constitute the oagi
10. Applicable Law. This Agreement shall be governed by and constmeddordance with the laws of the State of Loussi
11. Successors and Assign$his Agreement shall be binding upon Indemnitee @ah the Corporation, its successors and

assigns, and shall inure to the benefit of Indee'st heirs, personal representatives, and assightodhe benefit of the Corporation, its
successors and assigns.

12. Amendment. No amendment, modification, termination or cancetaof this Agreement shall be effective unlessienin
writing signed by the Corporation and Indemniteetithstanding any amendment or modification téesmination or cancellation of this
Agreement or any portion hereof, Indemnitee shalkbtitled to indemnification in accordance witk gfrovisions hereof with respect to any
acts or omissions of Indemnitee which occur prosich amendment, modification, termination or etlation.

IN WITNESS WHEREOF , the parties hereto have caused this Agreemeln¢ tuly executed and signed as of the date ant
first above written.

CenturyTel, Inc.
By:

Glen F. Post, Il
Chairman and Chief Executive Officer

[Insert Name of Indemnitee]



CENTURYTEL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2005

EXHIBIT 21

State of

incorporation
Subsidiary or formation
Actel, LLC Delaware
Century Business Communications, LLC Louisiana
CenturyTel Acquisition, LLC Louisiana
CenturyTel Arkansas Holdings, Inc. Arkansas
CenturyTel Fiber Company II, LLC Louisiana
CenturyTel Holdings, Inc. Louisiana
CenturyTel Holdings Missouri, Inc. Missouri
CenturyTel Internet Services, LLC Louisiana
CenturyTel Investments, LLC Louisiana
CenturyTel Investments of Texas, Inc. Delaware
CenturyTel Long Distance, Inc. Louisiana
CenturyTel Midwest - Michigan, Inc. Michigan
CenturyTel of Adamsuville, 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/Tele-Max, Inc. Texas
CenturyTel TeleVideo, Inc. Louisiana
CenturyTel/Teleview of Wisconsin, Inc. Wisconsin
Spectra Communications Group, LLC Delaware
Telephone USA of Wisconsin, LLC Delaware

Certain of the Company's smaller subsidiaries lepen intentionally omitted from this exhibit puratigo rules and regulations of
the Securities and Exchange Commission.



Exhibit 23

Consent of Independent Registered Public Accountingirm

The Board of Directors
CenturyTel, Inc.:

We consent to incorporation by reference in theiRegion Statements (No. 333-91361 and No. 333/8%®&n Form 3, the Registratic
Statements (No. 33-46562, No. 33-60061, No. 333487MNo. 333-60806, No. 333-64992, No. 333-65004, 383-89060, No. 33205090
No. 33:-109181 and No. 333-124854) on Form S-8, and thgisRation Statements (No. 33-48956 and No. 333t3Y®n Form St of
CenturyTel, Inc. of our reports dated March 13,&08ith respect to the consolidated balance stedetenturyTel, Inc. and subsidiaries a
December 31, 2005 and 2004, and the related colasetl statements of income, comprehensive incoash, ftows, and stockholdersguity
for each of the years in the three-year period @érdlecember 31, 2005, and related financial statesefredule, managemestissessment
the effectiveness of internal control over finahecgporting as of December 31, 2005 and the effentss of internal control over finan
reporting as of December 31, 2005 which reporteapin the December 31, 2005 annual report on Ad4i of CenturyTel, Inc.

/s KPMG LLP

March 13, 2006



Exhibit 31.1

CERTIFICATIONS

I, Glen F. Post, Ill, Chairman of the Board and&@ltixecutive Officer, certify that:
1. I have reviewed this annual report on Form 10-KCefturyTel, Inc.;

2. Based on my knowledge, this report does not corgajnuntrue statement ofnaaterial fact or omit to state a material fact rsseg
to make the statements made, in light of the cistances under which such statements were madmislegding with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operet and cash flows of the registrant as of, andtfte periods presented in 1
report;

4. The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contesld procedures (
defined in Exchange Act Rules 13a-15(e) and 15de)) and internal control over financial repogti(as defined in Exchange
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) designed such disclosure controls and proceduressused such disclosure controls and procedurbe tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made kno
to us by others within those entities, particulatlying the period in which this report is beingmared;

b) designed such internal control over financial réipgr or caused such internal control over finahgporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogimnd the preparation
financial statements for external purposes in ataace with generally accepted accounting principles

c) evaluated the effectiveness of the registsadisclosure controls and procedures and presémtinds report our conclusio
about the effectiveness of the disclosure contal$ procedures, as of the end of the period coveyetthis report based
such evaluation; and

d) disclosed in this report any change in the registsainternal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter of 2005) that has mateyiaffected, or is reasonal
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theittcmmmittee of the registrant’s board of directors

a) all significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting whic
are reasonably likely to adversely affect the rtegig’s ability to record, process, summarize and refirmathcial information
and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significémin the registrant’
internal control over financial reporting.

Date: March 15, 2006 /s/ Glen F. Post, I
Glen F. Post, Il
Chairman of the Board and
Chief Executive Officer







Exhibit 31.z
CERTIFICATION

I, R. Stewart Ewing, Jr., Executive Vice Presidamd Chief Financial Officer, certify that:
1. I have reviewed this annual report on Fof¥Klof CenturyTel, Inc.;

2. Based on my knowledge, this report doesontain any untrue statement of a material facoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statésjeand other financial information included iistheport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢e))Band internal control over financial reportifag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a) designed such disclosure controls and puoesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over finah@aorting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in at@moce with generally accepted accounting principles

c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure cosmod procedures, as of the end of the period eduey this report based on si
evaluation; and

d) disclosed in this report any change in #ggstrant’s internal control over financial repogithat occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter of 2005) that has materially aféelGtor is reasonably likely to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent el@tuaf internal control over financial
reporting, to the registrant’s auditors and theittc@mmmittee of the registrant’s board of directors

a) all significant deficiencies and materialakmesses in the design or operation of internairobaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b) any fraud, whether or not material, thabires management or other employees who have #isagn role in the registrant’s
internal control over financial reporting.

Date: March 15, 200 /s/ R. Stewart Ewing, J
R. Stewart Ewing, Jr.

Executive Vice President and
Chief Financial Officer




Exhibit 32
CenturyTel, Inc.

March 15, 2006

Securities and Exchange Commission
450 Fifth Street, NW
Washington, D.C. 20549

Re: CenturyTel, Inc.
Certification of Contents of Form 10-K for the yearding December 31, 2005
pursuant to Section 906 of the Sarbanes-Oxley A2002

Ladies and Gentlemen:

The undersigned, acting in their capacities agief Executive Officer and the Chief Financial io#f of CenturyTel, Inc. (the
“Company”), certify that the Form 10-K for the yearded December 31, 2005 of the Company fully caaptith the requirements of
Section 13(a) of the Securities Exchange Act of41@®d that the information contained in the FofixKlfairly presents, in all material
respects, the financial condition and results @&rapons of the Company as of the dates and fop¢hieds covered by such report.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.

Very truly yours,

/sl Glen F. Post, llI /sl R. Stewart Ewing, Jr

Glen F. Post, llI R. Stewart Ewing, Jr.
Chairman of the Board and Executive Vice President and

Chief Executive Officer Chief Financial Officer



