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OPERATING REVENUES

OPERATING EXPENSE!

PART |. FINANCIAL INFORMATION
Item 1. Financial Statements
CenturyTel, Inc.
CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)
Three month: Six months
ended June 3( ended June 3(
2008 2007 2008 2007
(Dollars, except per share amout
and shares in thousanc
$ 658,10t 689,99 1,306,72I 1,290,84i

Cost of services and products (exclusive of deatien and

amortization) 239,62t 226,38t 477,43t 439,91¢

Selling, general and administrati 106,83¢ 97,45¢ 198,46: 188,91:

Depreciation and amortizatic 130,95 134,31: 266,63t 262,09!

Total operating expens 477,41¢ 458,15! 942,53 890,92°

OPERATING INCOME 180,69( 231,83t 364,18: 399,91¢
OTHER INCOME (EXPENSE

Interest expens (49,16¢) (57,667 (99,289 (104,629

Other income (expense) 12,907 8,08( 21,324 13,37(

Total other income (expense) (36,259 (49,58 (77,969 (91,259

INCOME BEFORE INCOME TAX EXPENSI 144,43: 182,24¢ 286,21¢ 308,66:

Income tax expens 52,26¢ 69,98 105,29. 118,52¢

NET INCOME $ 92,161 112,26! 180,92° 190,13!

BASIC EARNINGS PER SHARE $ .8¢ 1.0¢ 1.72 1.7:

DILUTED EARNINGS PER SHARE $ .88 1.0C 1.71 1.67

DIVIDENDS PER COMMON SHARE $ .067¢ .06t .13t A3

AVERAGE BASIC SHARES OUTSTANDING 103,64« 108,40! 104,89: 109,71

AVERAGE DILUTED SHARES OUTSTANDING 104,27. 113,72: 105,63! 115,01!

See accompanying notes to consolidated finanassients.



CenturyTel, Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(UNAUDITED)
Three month: Six months
ended June 3( ended June 3(
2008 2007 2008 2007
(Dollars in thousand:s
NET INCOME $ 92,167 112,26! 180,92 190,13!

OTHER COMPREHENSIVE INCOMENET OF TAX:
Marketable securitiet
Unrealized holding gain (loss), net of $1$355, ($332) an
$304 tax 310 57C (539 48¢
Reclassification adjustment for gain ine@ddh net income, nt
of ($1,730) and ($1,730) t (2,77¢) - (2,77¢) -
Derivative instruments
Net gains on derivatives hedging the valitslof cash flows,

net of $294 ta: - - - 471
Reclassification adjustment for lossesudel in net income,
net of $67, $61, $134 and $120° 107 99 214 19¢
Defined benefit pension and postretirement plaaspf ($822)
$6,471, ($754) and $7,404 tax (1,319 10,38: (1,209) 11,87¢
Net change in other comprehensive income (loss$,
of tax (3,679 11,05: (4,304 13,03:
COMPREHENSIVE INCOME $ 88,48¢ 123,31t 176,62 203,16t

See accompanying notes to consolidated finan@ssients.



CenturyTel, Inc.
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

June 30 December 3
2008 2007
(Dollars in thousands
ASSETS
CURRENT ASSET¢

Cash and cash equivalel

Accounts receivable, less allowance of $15,163%2@J361
Materials and supplies, at average «

Other

Total current assets

NET PROPERTY, PLANT AND EQUIPMEN
Property, plant and equipme
Accumulated depreciation

Net property, plant and equipme

GOODWILL AND OTHER ASSETS

Goodwill
Other

Total goodwill and other assets

TOTAL ASSETS

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Current maturities of lor-term deb!

Accounts payabl

Accrued expenses and other liabilit
Salaries and benefi
Income taxe:
Other taxe:
Interest
Other

Advance billings and customer depo:
Total current liabilities

LONG-TERM DEBT
DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS' EQUITY

Common stock, $1.00 par value, authorized 350,@00shares

issued and outstanding 103,677,471 and 108,48 k578 e:
Paic-in capital
Accumulated other comprehensive loss, net o
Retained earning
Preferred stock - non-redeemable
Total stockholder equity
TOTAL LIABILITIES AND EQUITY

See accompanying notes to consolidated finan@ssients.

$ 63,90( 34,40:
232,50: 223,02

8,78: 8,55¢

26,13 26,41
331,31 292,39
8,751,41. 8,666,101
(5,783,57)  (5,557,73)
2,067,84! 3,108,37!
4,010,02 4,010,91
858,88 772,86
4,868,90: 4,783,77:

$ 8,168,06. 8,184,55:
$ 4534 279,89
114,76: 120,38:
95,84 64,38

12,73 54,23

56,08t 48,96:

74,44; 80,10

29,83 30,94

61,06 57,63
490,11¢ 736,53
3,016,24: 2,734,35
1,286,66! 1,304,45
103,67 108,49:
16,31 91,14
(47,01) (42,70
3,301,18 3,245,30;

874 6,971

3,375,03 3,409,20

$ 8,168,06. 8,184,55.




CenturyTel, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciation and amortizatic
Gain on asset disposition and liquidation of meakés securitie
Deferred income taxe
Shar-based compensatic
Income from unconsolidated cellular ent
Distributions from unconsolidated cellular ent
Changes in current assets and current liabili
Accounts receivabl
Accounts payabl
Accrued income and other tax
Other current assets and other current liabilities
Retirement benefit
Excess tax benefits from sh-based compensatic
Decrease in other noncurrent as:
Decrease in other noncurrent liabilit
Other, ne

Net cash provided by operating activit

INVESTING ACTIVITIES
Acquisitions, net of cash acquir
Payments for property, plant and equipmr
Purchase of wireless spectn
Proceeds from liquidation of marketable securi
Proceeds from sale of nonoperating investn
Other, ne

Net cash used in investing activiti

FINANCING ACTIVITIES
Payments of det
Net proceeds from issuance of l-term debt
Net proceeds from the issuance of s-term debt
Proceeds from issuance of common si
Repurchase of common sta
Net proceeds from settlement of hed
Cash dividend
Excess tax benefits from sh-based compensatic
Other, ne

Net cash used in financing activiti

Net increase in cash and cash equival
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period
Supplemental cash flow informatic

Income taxes paid

Interest paid (net of capitalized interest of $5,40d $522)

See accompanying notes to consolidated financitdstents.

Six months
ended June 3(
2008 2007
(Dollars in thousands
$ 180,92 190,13¢
266,63¢ 262,09!
(8,641) -
13,42¢ 30,00¢
7,551 10,34¢
(8,695 (6,530
11,91¢ -
(9,615 24,31¢
(6,287) 1,10¢
(32,629 27,07:
(8,507) 18,34
18,20z 14,64"
(74) (6,317)
2,25¢ 3,65¢
(5,479 (11,66
5,98 81¢
426,98 558,02!
- (307,429
(114,399 (106,85()
(148,96 -
34,94 -
4,20¢ -
(1,870 1,528
(226,079 (412,75)
(250,22)) (667,13))
275,00( 741,84(
- 64,00(
6,047 42,29:
(209,68¢) (302,037)
20,74 -
(14,34¢) (14,48()
74 6,312
987 1,79(
(171,41) (127,41)
29,49¢ 17,85"
34,40: 25,66¢
$ 63,90( 43,52¢
$ 136,06: 72,92¢
$ 103,54 96,22°







CenturyTel, Inc.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

(UNAUDITED)

COMMON STOCK
Balance at beginning of peri
Issuance of common stock through dividend reinvestirincentive and benefit pla
Repurchase of common sto
Conversion of preferred stock into common <k

Balance at end of peric

PAID-IN CAPITAL
Balance at beginning of perit
Issuance of common stock through dividereinvestment, incentive and benefit plans
Repurchase of common st
Conversion of preferred stock into common st
Excess tax benefits from sh-based compensatic
Shar«+based compensation and ot

Balance at end of peric

ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TA
Balance at beginning of peric
Change in other comprehensive loss (net of refleson adjustment), net of tax

Balance at end of period

RETAINED EARNINGS

Balance at beginning of peri

Net income

Repurchase of common sta

Cumulative effect of adoption of FIN ¢

Cash dividends declar¢
Common stocl- $.135 and $.13 per share, respecti
Preferred stoc

Balance at end of period

PREFERRED STOCH NON-REDEEMABLE
Balance at beginning of peri
Conversion of preferred stock into common stock

Balance at end of peric

TOTAL STOCKHOLDERS' EQUITY

See accompanying notes to consolidated financitdstents.

Six months
ended June 3(
2008 2007
(Dollars in thousands
$ 108,49: 113,25:
80t 1,55:
(5,952 (6,606
332 1
103,67 108,20:
91,14% 24,25¢
5,24; 40,74(
(93,039 -
5,76¢ 1C
74 6,312
7,122 10,34¢
16,317 81,66¢
(42,707 (104,947)
(4,304) 13,03:
(47,01) (91,91)
3,245,30; 3,150,93:
180,92 190,13¢
(110,707 (295,42)
- A7¢
(14,179 (14,299
(174) (186€)
3,301,18! 3,031,63!
6,971 7,45(
(6,097 (11)
874 7,43¢
$ 3,375,03 3,137,03




CenturyTel, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2008
(UNAUDITED)

(1) Basisof Financial Reporting

Our consolidated financial statements include ttemants of CenturyTel, Inc. and its majority-owrsedbsidiaries. Certain information
and footnote disclosures normally included in ficiahstatements prepared in accordance with gdpexretepted accounting principles have
been condensed or omitted pursuant to rules andatégns of the Securities and Exchange Commissiowever, in the opinion of
management, the disclosures made are adequatkethainformation presented not misleading. Thesotidated financial statements and
footnotes included in this Form 10-Q should be neacbnjunction with the consolidated financialtstaents and notes thereto included in our
annual report on Form 10-K for the year ended Déxeri1, 2007.

The financial information for the three months andmonths ended June 30, 2008 and 2007 has notsekted by independent
certified public accountants; however, in the opinof management, all adjustments necessary temréarly the results of operations for the
three-month and six-month periods have been indtlderein. The results of operations for the figtmonths of the year are not necessarily
indicative of the results of operations which migbtexpected for the entire year.

(2) Acquisition

On April 30, 2007, we acquired all of the outstamgdstock of Madison River Communications Corp. (théan River”) for
approximately $322 million cash. In connectionhntite acquisition, we also paid all of Madison Rivexisting indebtedness (including
accrued interest), which approximated $522 millidwi.the time of this acquisition, Madison Riverevpted approximately 164,000
predominantly rural access lines in four states wibre than 30% high-speed Internet penetrationtamcktwork included ownership in a
2,400 route mile fiber network. We have refledteel results of operations of the Madison River préps in our consolidated results of
operations beginning May 1, 2007.

To finance the Madison River acquisition and payfMadison River's existing debt, on March 290Z0we publicly issued $500
million of 6.0% Senior Notes, Series N, due 201d@ $850 million of 5.5% Senior Notes, Series O, 8023. We financed the remainder of
these amounts from borrowings under our commepeper program and cash on hand.

(3) Goodwill and Other Intangible Assets
Goodwill and other intangible assets as of June€808 and December 31, 2007 were composed of Hosvfog:

June 30 Dec. 31,
2008 2007

(Dollars in thousands

Goodwill $ 4,010,02 4,010,91i

Intangible assets subject to amortizal
Customer bas

Gross carrying amoul $ 181,30¢ 181,30¢
Accumulated amortization (26,77)) (18,149
Net carrying amour $ 154,53t 163,16(
Intangible assets not subject to amortization $ 42,75( 42,75(

Total amortization expense related to the intamgitdsets subject to amortization for the firstnsonths of 2008 was $8.6 million and is
expected to be $16.9 million in 2008, $16.5 millmmually from 2009 through 2011 and $16.1 millior2012.
(4)  Postretirement Benefits

We sponsor health care plans that provide postratint benefits to all qualified retired employees.

Net periodic postretirement benefit cost for the¢éhmonths and six months ended June 30, 2008G0wlidcluded the following
components:

Three month: Six months
ended June 3( ended June 3(
2008 2007 2008 2007

(Dollars in thousands



Service cos $ 1,23¢ 1,732 2,49: 3,45(C

Interest cos 4,82¢ 5,03¢ 9,80z 10,057
Expected return on plan ass (581) (620) (1,180 (1,247
Amortization of unrecognized actuarial Ic - 89¢ - 1,79¢
Amortization of unrecognized prior service ¢ (651) (505) (1,302) (1,010
Net periodic postretirement benefit ¢ $ 4,83¢ 6,54¢ 9,81: 13,05¢

We contributed $6.4 million to our postretiremeanalth care plan in the first six months of 2008 argect to contribute approximately
$16.7 million for the full year.

(5) Defined Benefit Retirement Plans

We sponsor defined benefit pension plans for sukislyy all employees. We also sponsor a Supplaéaiétxecutive Retirement Plan
(“SERP”) to provide certain officers with supplent&retirement, death and disability benefits.ldt@ February 2008, our board of directors
approved certain actions related to our SERP, diet(i) the freezing of additional benefit accmuaffective February 29, 2008 and (ii)
amending the plan to permit participants to rec@ive009 a lump sum distribution of the presenteadf their accrued plan benefits. Because
of the elimination of future benefit accruals, weoeenhanced plan termination benefits by (i) diregieach active participant with three
additional years of service and (ii) crediting eaelnticipant who is not currently in pay status emthe plan with three additional years of age
in connection with calculating the present valuamy lump sum distribution to be made in 2009. rdorded a curtailment loss of
approximately $8.2 million in the first six montb52008 related to the above-described items.ntiti@ation of making the lump sum
distributions in early 2009, we liquidated our istreents in marketable securities in the SERP tmdtrecognized a $4.5 million pre-tax gain
in the second quarter of 2008. We also expeattord a one-time settlement charge in the firsttguaf 2009 of approximately $8 million in
connection with the lump sum distributions to bedman early 2009. See Part |, Item 2 of this refmradditional information.

Net periodic pension expense for the three montdssa« months ended June 30, 2008 and 2007 incligefbliowing components:

Three month: Six months
ended June 3( ended June 3(
2008 2007 2008 2007
(Dollars in thousands

Service cos $ 4,07( 4,60¢ 8,75¢ 9,22¢
Interest cos 6,58( 7,071 13,21 13,97¢
Expected return on plan ass (7,946 (9,170 (16,695 (18,219
Curtailment los: 7,65¢ - 8,23¢ -
Net amortization and deferr 75¢ 1,597 1,58¢ 3,81¢
Net periodic pension expen $ 11,11¢ 4,10z 15,10« 8,79¢

The amount of the 2008 contribution to our pengitams will be determined based on a number of factocluding the results of the
2008 actuarial valuation. At this time, the amoofbur 2008 contribution is not known. Should aagtual return on plan assets be lower than
our 8.25% expected return assumption, our net gierfgension expense may increase and we may beedda contribute additional funds to
our pension plan in the future.

(6) Stock-based Compensation

Statement of Financial Accounting Standards No. (E8/ised 2004), “Share-Based Payment” (“SFAS 123&juires us to recognize
as compensation expense our cost of awarding emgdoyith equity instruments by allocating the falue of the award on the grant date ¢
the period during which the employee is requiredrtavide service in exchange for the award.

We currently maintain programs which allow the Bbaf Directors, through its Compensation Committeggrant incentives to certain
employees and our outside directors in any onecmngbination of several forms, including incentared non-qualified stock options; stock
appreciation rights; restricted stock; and perfarogashares. In late February 2008, the Compems@tionmittee authorized all long-term
incentive grants for 2008 to be in the form of riegtd stock instead of a mix of stock options aestricted stock as had been granted in recent
years. As of June 30, 2008, we had reserved ajppabaly 5.5 million shares of common stock whichyrba issued in connection with awal
under our current incentive programs. We alsoraffeEmployee Stock Purchase Plan whereby empl@aepurchase our common stock
15% discount based on the lower of the beginningnoling stock price during recurring six-month pds stipulated in such program.

Our outstanding restricted stock awards generaft wver a five-year period (for employees) anicreg-year period (for outside
directors). During the first six months of 20@624,747 shares of restricted stock were granteétiain employees and our outside directo
an average grant date fair value of $34.79 pereshas of June 30, 2008, there were 1,287,430 stadneonvested restricted stock outstanding
at an average grant date fair value of $35.64 lpaires

Our outstanding stock options have been grantdd avitexercise price equal to the market price ot @gTe's shares at the date



grant. Our outstanding options generally havereettyear vesting period and all of them expireytears after the date of grant. The fair
value of each stock option award is estimated dseoflate of grant using a Black-Scholes optioaipgi model. During the first six months of
2008, 25,700 options were granted with a weightetage grant date fair value of $8.85 per share.

As of June 30, 2008, outstanding and exercisablkgiptions were as follows:

Average
remaining Aggregate
Number Average contractua intrinsic
term (in
of options price years) value
Outstanding 3,581,89. $ 36.7¢ 6.2 $ 5,881,00
Exercisable 2,633,83 % 34.7( 54 $ 5,834,00

Under SFAS 123R, we recognize the compensationodasir share-based awards proportionately overdbeaisite service period. The
total compensation cost for all share-based paym@reahgements for the first six months of 2008 20@7 was $7.6 million and $10.3 million,
respectively. As of June 30, 2008, there was $a8l6n of total unrecognized compensation co$dtesl to the share-based payment
arrangements, which we expect to recognize ovezighted-average period of 3.5 years.

(7)  Business Segments

We are an integrated communications company engagraarily in providing an array of communicatiogervices to our customers,
including local exchange, long distance, Interreeeas and broadband services. We strive to maiataicustomer relationships by, among
other things, bundling our service offerings toypde our customers with a complete offering of greged communications services. Our
operating revenues for our products and serviadade the following components:

Three month: Six months
ended June 3( ended June 3(
2008 2007 2008 2007
(Dollars in thousands

Voice $ 219,90: 222,67 440,38: 434,57
Network acces 207,90 266,20: 416,60: 477,60:
Data 131,06( 108,20¢ 257,83 204,07(
Fiber transport and CLE 43,16¢ 40,71« 82,79¢ 79,04(
Other 56,07¢ 52,19: 109,10¢ 95,56:
Total operating revenu $ 658,10¢ 689,99: 1,306,72! 1,290,84i

We derive our voice revenues by providing localrexme telephone and retail long distance servicesitcustomers in our local
exchange service areas.

We derive our network access revenues primariljnf(d providing services to various carriers andtomers in connection with the u
our facilities to originate and terminate theireirgtate and intrastate voice transmissions ante(iiving universal support funds which alloy
to recover a portion of our costs under federalstate cost recovery mechanisms.

We derive our data revenues primarily by providiniggrnet access services (both high-speed (“DShd) dial-up services) and data
transmission services over special circuits andapeilines in our local exchange service areas.

Our fiber transport and CLEC revenues include reesrfrom our fiber transport, competitive local lexege carrier and security
monitoring businesses.

We derive other revenues primarily by (i) leasisgj]ing, installing and maintaining customer presgrtislecommunications equipment
and wiring, (ii) providing billing and collectioresvices for third parties, (iii) participating ihe publication of local directories and (iv) offayi
our video and wireless services, as well as otber product offerings.

(8) Recent Accounting Pronouncements

In September 2006, the Financial Accounting StashsiBoard issued Statement of Financial Accountiragdards No. 157 “Fair Value
Measurements” (“SFAS 157")SFAS 157, effective for us beginning January 1,8 @@fines fair value, establishes a frameworknieasuring
fair value and expands the disclosures about tdirermeasurements required or permitted under atdwunting pronouncements. SFAS 157
establishes a three-tier fair value hierarchy, Wigdoritizes the inputs used to measure fair vallisese tiers include: Level 1 (defined as
observable inputs such as quoted market pricestiveamarkets); Level 2 (defined as inputs othanthjuoted prices in active markets that are
either directly or indirectly observable); and LeS8d&defined as unobservable inputs in which litkeno market data exists).

As of June 30, 2008, we held certain assets tleateguired to be measured at fair value on a riegubasis, including life insurance
contracts with cash surrender value. The followaige depicts those assets held and the relateddsignation pursuant to SFAS 157.



Balance
Description June 30, 200 Level 1 Level 2 Level 3
(Dollars in thousands

Cash surrender value of life insurance contr $ 96,29’ 96,297 - -
Total assets measured at fair vé $ 96,29’ 96,297 - -

In June 2006, the Financial Accounting Standardsr@dssued EITF 06-3, “How Taxes Collected Fromt@uers and Remitted to
Governmental Authorities Should be Presented irfrtbeme Statement” (“EITF 06-3"), which requiresabsure of the accounting policy for
any tax assessed by a governmental authority ghditectly imposed on a revenue-producing transactWe adopted the disclosure
requirements of EITF 06-3 effective January 1, 2007

We collect various taxes from our customers andagbently remit such funds to governmental autiesritSubstantially all of these
taxes are recorded through the balance sheet. r&\feguired to contribute to several universaliserfund programs and generally include a
surcharge amount on our customéifis which is designed to recover our contributtmsts. Such amounts are reflected on a gross inasur
statement of income (included in both operatinggrnexes and expenses) and aggregated approximateipi$dn for both the six months
ended June 30, 2008 and 2007.

In June 2008, the Financial Accounting Standardsr8@ssued FSP EITF 03-6-1, “Determining Whethstrbments Granted in Share-
Based Payment Transactions Are Participating Siesiti Based on the above pronouncement, we hawelwded that our outstanding non-
vested restricted stock is a participating secuitgt therefore should be included in the earnifigsation in computing earnings per share
using the two-class method. The pronouncemeritasteve for us beginning in first quarter 2009 angon adoption, will require us to recast
our previously reported earnings per share. Weexhe adoption of this pronouncement to sligrglyuce our earnings per share from that
previously reported.

(99 Commitmentsand Contingencies

In Barbrasue Beattie and James Sovis, on beh#tieofiselves and all others similarly situated, wvatGey/Tel, Inc., filed on October 28,
2002, in the United States District Court for theestern District of Michigan (Case No. 02-10277§ faintiffs allege that we unjustly and
unreasonably billed customers for inside wire maiance services, and seek unspecified monetarygésnaad injunctive relief under various
legal theories on behalf of a purported class @fr ¢wo million customers in our telephone marke®sm March 10, 2006, the Court certified a
class of plaintiffs and issued a ruling that thiérg descriptions we used for these services duan approximately 18-month period between
October 2000 and May 2002 were legally insufficie®ur appeal of this class certification decisioas denied. Our preliminary analysis
indicates that we billed less than $10 million iftside wire maintenance services under the billiagcriptions and time periods specified in the
District Court ruling described above. Should othiding descriptions be determined to be inadegua if claims are allowed for additional
time periods, the amount of our potential exposngd increase significantly. The Court’s ordeegmot specify the award of damages, the
scope and amounts of which, if any, remain suligatditional fact-finding and resolution of what Wwelieve are valid defenses to plaintiff's
claims. Accordingly, we cannot reasonably estintlageamount or range of possible loss at this titHewever, considering the otieae naturt
of any adverse result, we do not believe that thmate outcome of this litigation will have a mag adverse effect on our financial positior
on-going results of operations.

We received an aggregate of approximately $128anitiuring 2006 and 2007 from the redemption of Rural Telephone Bank
stock. Some portion of those proceeds, while stitrable at this time, may under certain circumstarbe subject to review, reduction or
refund by regulatory authorities or judicial progeshich in each case could have an adverse effeatir financial results.

From time to time, we are involved in other prodegd incidental to our business, including admmaiste hearings of state public util
commissions relating primarily to rate making, et relating to employee claims, occasional griegdrearings before labor regulatory
agencies and miscellaneous third party tort actiombe outcome of these other proceedings is reatigtable. However, we do not believe
the ultimate resolution of these other proceediaéey considering available insurance coveragkhaie a material adverse effect on our
financial position, results of operations or cdshvg.

(10) Other Events

As announced by the Federal Communications Comomg8FCC”) in late March 2008, we were the successful bidde69 licenses i
FCC’s 700 megahertz (“MHZz") spectrum auction. Tibenses, which overlap approximately 53 percerdwflocal exchange areas based on
access lines served, were acquired at an averagegar MHz pop of $.70 and a total cost of $148iom. In April 2008, we paid the $149
million bid price, net of our $25 million deposiaig in January 2008, substantially all of which viwsded from borrowings from our five-year
revolving credit facility and commercial paper pragy. Under the FCC rules, licenses will not folsnake granted until the FCC completes its
approval process and the 700 MHz spectrum willbgotleared for usage until early 2009.

In June 2008, we announced that our Board of Darealetermined to (i) increase our annual castddid to $2.80 from $.27 per sha
declare a onéime dividend of $.6325 per share, payable on 2aly2008, to shareholders of record on July 7, 2668ctively adjusting the t
second quarter dividend to the new $.70 quarteviglend rate and (iii) accelerate purchases undercorrent $750 million share repurchase
program to target completion of the remaining be¢a($383.6 million as of June 30, 2008) by year 20@8 or early 2009. See Liquidity and
Capital Resources for additional information orsthanitiatives and their impact on our leverageels\and credit ratings, and Part I, Iltem 2 for
additional information on our share repurchase faog






Item 2.
CenturyTel, Inc.
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Management's Discussion and Analysis of Financtaddtion and Results of Operations ("MD&A") includiberein should be read in
conjunction with MD&A and the other information inded in our annual report on Form 10-K for theryeraded December 31, 2007. The
results of operations for the three months andrgirnths ended June 30, 2008 are not necessarilyaiind of the results of operations which
might be expected for the entire year.

We are an integrated communications company engagraarily in providing an array of communicatiogervices to customers in 25
states. We currently derive our revenues fromidiog (i) local exchange and long distance voiawises, (ii) network access services, (iii)
data services, which includes both high-speed (“D&hd dial-up Internet services, as well as sgeiaess and private line services, (iv) fiber
transport, competitive local exchange and secumityitoring services and (v) other related servic&r additional information on our rever
sources, see Note 7 to our financial statementsded in Item 1 of Part | of this quarterly report.

As further discussed in Note 5, during the firgtreionths of 2008, we recognized an $8.2 milliorta@ilment loss (reflected in selling,
general and administrative expense) in connectidim amending our Supplemental Executive Retirenidaih (“SERP”). We also recognized
$4.5 million pre-tax gain (reflected in other inceifexpense)) upon liquidation of our investmentarketable securities in the SERP trust in
the second quarter of 2008.

On April 30, 2007, we acquired all of the outstamdstock of Madison River Communications Corp. (té@n River”). See Note 2 for
additional information. We have reflected the Hssaf operations of the Madison River propertie®ur consolidated results of operations
beginning May 1, 2007.

During the second quarter of 2007, we recognizgaagmately $49.0 million of network access revenireconnection with the
settlement of a dispute with a carrier.

Effective January 1, 2007, we changed our relatign®ith our provider of satellite television sergifrom a revenue sharing
arrangement to an agency relationship and, in agioretherewith, we received in the second quant&007 a non-recurring reimbursement of
$5.9 million, of which $4.1 million was reflected a reduction of cost of services and the remaindsrreflected as revenues. This change
also resulted in us recognizing lower recurringerayes and lower recurring operating costs comparedr prior method of accounting for this
arrangement.

During the last several years (exclusive of actjoiss and certain non-recurring favorable adjustisienve have experienced revenue
declines in our voice and network access reventesfly due to the loss of access lines and mofeuse. To mitigate these declines, we
hope to, among other things, (i) promote long-teetationships with our customers through bundlihghtegrated services, (ii) provide new
services, such as video and wireless, and othéti@uil services that may become available in titare due to advances in technology,
spectrum sales or improvements in our infrastréct(iii) provide our premium services to a highergentage of our customers, (iv) pursue
acquisitions of additional communications propertfeavailable at attractive prices, (v) increasage of our networks, (vi) provide greater
penetration of broadband services and (vii) maoketproducts to new customers.

In addition to historical information, this managent’'s discussion and analysis includes certain @aoMooking statements that are
based on current expectations only, and are sultigeatnumber of risks, uncertainties and assumptiomany of which are beyond our
control. Actual events and results may differ miatly from those anticipated, estimated or propatif one or more of these risks or
uncertainties materialize, or if underlying assuimps prove incorrect. Factors that could affectuad results include but are not limited
to: the timing, success and overall effects ofpetition from a wide variety of competitive provitethe risks inherent in rapid technological
change; the effects of ongoing changes in the egigui of the communications industry; our abilitydffectively adjust to changes in the
communications industry; our ability to effectivefyanage our expansion opportunities, including ssstully integrating newly-acquired
businesses into our operations and retaining afihdy key personnel; possible changes in the denfandr pricing of, our products and
services; our ability to successfully introduce naeduct or service offerings on a timely and ceffective basis; our continued access to
credit markets on favorable terms; our ability wmllect our receivables from financially troubledmomunications companies;our ability to pay
a $2.80 per common share dividend annually, whialy be affected by changes in our cash requiremeatstal spending plans, cash flows or
financial position; our ability to successfully ratate collective bargaining agreements on reasdaaérms without work stoppages; 1
effects of adverse weather; other risks refererfo@u time to time in this report or other of ouirfgs with the Securities and Exchange
Commission; and the effects of more general factach as changes in interest rates, in tax rateacicounting policies or practices, in
operating, medical or administrative costs, in gehenarket, labor or economic conditions, or in i€gtion, regulation or public policy.
These and other uncertainties related to the bussiraad our plans are described in greater detaltém 1A to our Form 10-K for the year
ended December 31, 2007, as updated and suppletnenteur subsequent SEC reports, including Itentolthis report. You should be aware
that new factors may emerge from time to time amriot possible for us to identify all such fastoor can we predict the impact of each such
factor on the business or the extent to which areyar more factors may cause actual results t@dffbom those reflected in any forwe
looking statements. You are further cautionedtagiace undue reliance on these forward-lookirsgeshents, which speak only as of the date
of this report. We undertake no obligation to uggdany of our forwar-looking statements for any reast



RESULTS OF OPERATIONS

Three Months Ended June 30, 2008 Compared
to Three Months Ended June 30, 2007

Net income was $92.2 million and $112.3 million foe second quarter of 2008 and 2007, respectivelted earnings per share for
the second quarter of 2008 and 2007 was $.88 a0 $kspectively. We recorded a $49.0 millioe-time increase to operating revenues in
second quarter 2007 ($.27 per share) upon settlemh@ndispute with a carrier. The decline in thenber of average diluted shares outstar
is attributable to share repurchases that haveratafter June 30, 2007.

Results of operations for the three months endad 30, 2007 include only two months of operationsifour Madison River properties
acquired April 30, 2007.

Three month:
ended June 3(
2008 2007
(Dollars, except per share
amounts
and shares in thousanc

Operating incomi $ 180,69( 231,83t
Interest expens (49,16¢) (57,667
Other income (expens 12,907 8,08(
Income tax expense (52,264 (69,984
Net income $ 92,16’ 112,26"
Basic earnings per share $ .8¢ 1.08
Diluted earnings per share $ .88 1.0C
Average basic shares outstand 103,64« 108,40!
Average diluted shares outstanding 104,27: 113,72:

Operating income decreased $51.1 million (22.1%) tdua $31.9 million (4.6%) decrease in operatew@nues and a $19.3 million (4.2
increase in operating expenses.

Operating Revenues

Three month:
ended June 3(

2008 2007
(Dollars in thousands

Voice 219,90: 222,67
Network acces 207,90 266,20:
Data 131,06( 108,20t
Fiber transport and CLE 43,16¢ 40,71«
Other 56,07t 52,19:

658,10t 689,99:

The $2.8 million (1.2%) decrease in voice revenwuas attributable to (i) a $5.4 million decrease ttua 5.9% decline in the average
number of access lines (exclusive of our MadisoreRproperties) and (ii) a $1.7 million declinesagesult of a decrease in revenues assoc
with extended area calling plans. Such decreasepasially offset by an additional $4.4 millionrievenues contributed by the Madison River
properties acquired April 30, 2007.

Access lines declined 30,600 (1.5%) during the seéaparter of 2008 (inclusive of Madison River) qared to a decline of 29,300
(1.4%) during the second quarter of 2007 (exclusivigladison River). We believe the decline in thember of access lines during 2008 and
2007 is primarily due to the displacement of triadial wireline telephone services by other competiservices. Based on our anticipated
results for recent sales and retention initiatives are targeting our access line loss to be betweé®6 and 6.0% for 2008.

Network access revenues decreased $58.3 millia@¥&1in the second quarter of 2008 primarily dué)tthe $49.0 million of ondime
revenue recorded in second quarter 2007 uponreettieof a dispute with a carrier; (ii) a $6.8 mitl decrease as a result of lower intrastate
revenues due to a reduction in intrastate minygeedjpally due to the loss of access lines anddieplacement of minutes by wirele



electronic mail and other optional calling servic€ii) a $3.9 million reduction in revenues fraime federal Universal Service Fund
primarily due to an increase in the nationwide agercost per loop factor used by the Federal Corwations Commission to allocate funds
among all recipients; and (iv) a $3.8 million dexse in the partial recovery of lower operating sdlstough revenue sharing arrangements and
return on rate base. Such decreases were padfédet by $3.0 million of additional revenues tidvuted by Madison River. We believe that
intrastate minutes will continue to decline in 20@Bhough we cannot precisely estimate the madeaitf such decrease.

Data revenues increased $22.9 million (21.1%) suitistly due to a $14.0 million increase in DSLateld revenues primarily due to
growth in the number of DSL customers and $5.2iomlbf additional revenues contributed by MadisaneR

Fiber transport and CLEC revenues increased $2llom{6.0%), of which $1.4 million was due to thesolution of a dispute with a
carrier.

Other revenues increased $3.9 million (7.4%) prilpaue to $2.4 million of additional revenues adntited by Madison River and a
$1.3 million increase in nonrecurring revenues iugrior year settlements.

Operating Expenses

Three month:
ended June 3(

2008 2007
(Dollars in thousands

Cost of services and products (exclusive of deptiri and amortizatior $ 239,62t 226,38t
Selling, general and administrati 106,83¢ 97,45¢
Depreciation and amortization 130,95 134,31;

$ 477,41t 458,15!

Cost of services and products increased $13.2ami{%.8%) primarily due to $7.1 million of additiaincosts incurred by the Madison
River properties, a $4.1 million increase due tme-time reimbursement of costs received from atelkte television service provider in the
second quarter of 2007 in connection with the ckangur arrangement as mentioned above, and andiiédn increase in DSL-related
expenses due to growth in the number of DSL custeme

Selling, general and administrative expenses ise@$9.4 million (9.6%) due to (i) a $7.7 milliorcrease in expenses due to the
curtailment loss associated with our SERP, (iit&3$nillion increase in marketing expenses anjigis1.6 million increase due to additional
costs incurred by Madison River. Such increase® wartially offset by a $3.1 million decrease @tesies, wages and benefits.

Depreciation and amortization decreased $3.4 mi{{ih5%) primarily due to an $11.6 million reductim depreciation expense due to
certain assets becoming fully depreciated. Suchedse was partially offset by a $4.6 million iree due to higher levels of plant in service
and $4.4 million of additional depreciation and atization incurred by Madison River.

Interest Expense

Interest expense decreased $8.5 million (14.7%)arsecond quarter of 2008 compared to the seaasdey of 2007 primarily due to a
$5.0 million decrease due to lower average intesget and a $3.8 million decrease due to a dexinas/erage debt outstanding.

Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operagiancluding gains and losses from
nonoperating asset dispositions and impairmentssloare of income from our 49% interest in a calyartnership, interest income and
allowance for funds used during construction. ©theome (expense) was $12.9 million for the secquakter of 2008 compared to $8.1
million for the second quarter of 2007. This irage was primarily due to a $4.5 million gain readizipon liquidation of our investments in
marketable securities in our SERP trust.

Income Tax Expense

Our effective income tax rate was 36.2% and 38.détHe three months ended June 30, 2008 and 26§pectively. We recorded a1
benefit of approximately $1.8 million in the secanehrter of 2008 due to the resolution of certazome tax audit issues.



Six Months Ended June 30, 2008 Compared
to Six Months Ended June 30, 2007

Net income was $180.9 million and $190.1 million flee first six months of 2008 and 2007, respebtiv®iluted earnings per share for
the first six months of 2008 and 2007 was $1.71%h@7, respectively. We recorded a $49.0 milboe-time increase to operating revenues
in 2007 ($.26 per share) upon settlement of a téspith a carrier. The decline in the number ofrage diluted shares outstanding is
attributable to share repurchases that have oatsmee the beginning of 2007.

Results of operations for the six months ended 30n2007 include only two months of operationsrfrour Madison River properties
acquired April 30, 2007.

Six months
ended June 3(
2008 2007
(Dollars, except per share
amounts
and shares in thousanc

Operating incom: $ 364,18 399,91¢
Interest expens (99,289 (104,629
Other income (expens 21,32« 13,37(
Income tax expens (105,29:) (118,52f)
Net income $ 180,92 190,13
Basic earnings per she $ 1.72 1.7¢
Diluted earnings per share $ 1.71 1.67
Average basic shares outstand 104,89: 109,71¢
Average diluted shares outstanding 105,63! 115,01!

Operating income decreased $35.7 million (8.9%g $35.9 million (1.2%) increase in operating revenwas more than offset by a $51.6
million (5.8%) increase in operating expenses.

Operating Revenues

Six months
ended June 3(

2008 2007

(Dollars in thousands
Voice $ 440,38: 434,57:
Network acces 416,60: 477,60:
Data 257,83. 204,07(
Fiber transport and CLE 82,79¢ 79,04(
Other 109,10¢ 95,56
$ 1,306,72 1,290,841

The $5.8 million (1.3%) increase in voice revenisgsrimarily due to $19.8 million of additional revues contributed by the Madison
River properties acquired April 30, 2007. The rerimg $14.0 million decrease is due to (i) a $1@illion decrease due to a 5.8% decline in
the average number of access lines (exclusive oMadison River properties) and (ii) a $3.2 millidacline as a result of a decrease in
revenues associated with extended area calling plan

Access lines declined 58,000 (2.7%) during the fitls months of 2008 (inclusive of Madison Riveontpared to a decline of 53,200
(2.5%) during the first six months of 2007 (exclesof Madison River). We believe the decline ia tumber of access lines during 2008 and
2007 is primarily due to the displacement of triadial wireline telephone services by other competiservices. Based on our anticipated
results for recent sales and retention initiatives are targeting our access line loss to be betweé®6 and 6.0% for 2008.

Network access revenues decreased $61.0 millio8%d)2in the first six months of 2008 primarily dige(i) the $49.0 million of one-
time revenue recorded in second quarter 2007 ugttlersent of a dispute with a carrier; (ii) a $L#illion decrease as a result of lower
intrastate revenues due to a reduction in intrastanutes (principally due to the loss of accesadiand the displacement of minutes by
wireless, electronic mail and other optional calservices); (i) an $8.2 million reduction in enwes from the federal Universal Service Fund
primarily due to an increase in the nationwide agercost per loop factor used by the Federal Corwations Commission to allocate fun



among all recipients; and (iv) a $6.5 million dexge in the partial recovery of lower operating sdstough revenue sharing
arrangements and return on rate base. Such desreare partially offset by $15.0 million of adlfial revenues contributed by Madison
River. We believe that intrastate minutes will tone to decline in 2008, although we cannot pedgigstimate the magnitude of such
decrease.

Data revenues increased $53.8 million (26.3%) suitistly due to a $29.6 million increase in DSLateld revenues primarily due to
growth in the number of DSL customers and $18.6ianilof additional revenues contributed by Madistixer.

Fiber transport and CLEC revenues increased $3l®m{4.8%), due to $2.2 million of additional renues contributed by Madison
River and a $2.8 million increase due to the resmiuof a dispute with a carrier.

Other revenues increased $13.5 million (14.2%) arily due to $7.6 million of additional revenuestributed by Madison River, a $:

million increase in directory revenues (primarilyedto unfavorable prior year settlements in 200id) @ $1.3 million increase in nonrecurring
revenues due to prior year settlements.

Operating Expenses

Six months
ended June 3(

2008 2007

(Dollars in thousands
Cost of services and products (exclusive of deptiri and amortizatior $ 477,43t 439,91¢
Selling, general and administrati 198,46: 188,91:
Depreciation and amortizatic 266,63t 262,09!
$ 942,53 890,92°

Cost of services and products increased $37.5ami(8.5%) primarily due to $27.4 million of additial costs incurred by the Madison
River properties, a $5.4 million increase in Dflated expenses due to growth in the number of B&tomers and a $4.1 million increase
to a one-time reimbursement of costs received fanmsatellite television service provider in the@ad quarter of 2007 in connection with the
change in our arrangement, as mentioned above.

Selling, general and administrative expenses ise@&9.5 million (5.1%) due to (i) an $8.2 millimtrease due to expenses related to
the curtailment loss associated with our SERPa(ii}8.2 million increase in marketing expensed, (@i $6.9 million of additional costs
incurred by Madison River. Such increases weréallgroffset by (i) a $4.4 million decrease in oagng taxes, (ii) a $4.1 million decrease in
bad debt expense (most of which is attributabke favorable settlement with a carrier in first gga2008) and (iii) a $2.9 million decrease in
salaries, wages and benefits.

Depreciation and amortization increased $4.5 mil(ib.7%) primarily due to $16.3 million of additi@indepreciation and amortization
incurred by Madison River and a $6.9 million inealue to higher levels of plant in service. Sacheases were partially offset by an $18.4
million reduction in depreciation expense due tdaie assets becoming fully depreciated.

Interest Expense

Interest expense decreased $5.3 million (5.1%)erfitst six months of 2008 compared to the firstisonths of 2007. A $7.8 million
decrease due to lower average interest rates whallyaoffset by a $2.2 million increase due teieased average debt outstanding (primarily
due to the $750 million of senior notes issued grdh 2007 to fund the Madison River acquisition).

Other Income (Expense)

Other income (expense) includes the effects ohgeitems not directly related to our core operagiancluding gains and losses from
nonoperating asset dispositions and impairmentssloare of income from our 49% interest in a caliyartnership, interest income and
allowance for funds used during construction. ©theome (expense) was $21.3 million for the faigt months of 2008 compared to $13.4
million for the first six months of 2007. Includ@d2008 income is a priex gain of approximately $4.1 million from the esalf a nonoperatin
investment and a $4.5 million gain realized upgnililation of our investments in marketable se@sith our SERP trust. Also included in
2008 is a $3.4 million préax charge related to terminating all of our exigtderivative instruments. Our share of incomenfaur 49% intere:
in a cellular partnership increased $2.2 milliortha first six months of 2008 compared to 2007.

Income Tax Expense

The effective income tax rate was 36.8% and 38 dé&thie six months ended June 30, 2008 and 20Q7ectegely. We recorded a tax
benefit of approximately $1.8 million in the firsix months of 2008 due to the resolution of certagome tax audit issues.

LIQUIDITY AND CAPITAL RESOURCES



Excluding cash used for acquisitions, we rely ashgarovided by operations to fund our operating @apital expenditures. Our
operations have historically provided a stable sewf cash flow which has helped us continue ong{trm program of capital improvements.

Net cash provided by operating activities was $d21illion during the first six months of 2008 comed to $558.0 million during the
first six months of 2007. Payments for income saaggregated $136.1 million and $72.9 million ie tinst six months of 2008 and 2007,
respectively. Our accompanying consolidated statgmof cash flows identify major differences beswaet income and net cash provided by
operating activities for each of these periodsr dgtlitional information relating to our operatipase Results of Operations.

Net cash used in investing activities was $226 llioniand $412.8 million for the six months endeshd 30, 2008 and 2007,
respectively. We used $307.4 million of cash @fetash acquired) to purchase Madison River Comaations Corp. (“Madison River”) on
April 30, 2007 (see below and Note 2 for additiomérmation). Payments for property, plant andipment were $7.5 million more in the
first six months of 2008 than in the comparabléqaeduring 2007. Our budgeted capital expenditdioe 2008 total approximately $300
million.

During the first six months of 2008, we paid anragate of approximately $149 million for 69 licease the Federal Communications
Commission’s (“FCC”) auction of 700 megahertz (“MHwireless spectrum. We funded substantiallyolbuch amount from borrowings
under our five-year credit facility and commergiaper program. Under FCC rules, licenses willfaphally be granted until the FCC
completes its approval process and the 700 MHztepaawvill not be cleared for usage until early 200/ e still are in the planning stages
regarding use of this spectrum, however, we am@ngaoward an LTE-based deployment. Given thigteélquipment is not expected to be
commercially available until late 2009 or early 20ve do not expect any material impact on ourtedpind operating budgets in 2008 or 2!

In anticipation of making lump sum distributionsdertain participants of our SERP in early 2009 liepeidated our investments in
marketable securities in the SERP trust duringseond quarter of 2008 and thereby increased slraad cash equivalents by $34.9
million. We expect the lump sum distributionsb® paid in early 2009 will aggregate approximag&3y million.

Net cash used in financing activities was $171 Hioniduring the first six months of 2008 compatedb127.4 million during the first
six months of 2007. In the first quarter of 200&, paid our $240 million Series F Senior Notes aturity using borrowings from our credit
facility. In late March 2007, we publicly issued aggregate of $750 million of Senior Notes (se&Nbfor additional information). The net
proceeds from the issuance of such Senior Noteeggtpd approximately $741.8 million and ultimatelyre used (along with cash on hand
and approximately $50 million of borrowings under commercial paper program) to (i) finance thechase price for the April 30, 2007
acquisition of Madison River ($322 million) and) (day off Madison River’s existing indebtednessliding accrued interest) at closing ($522
million).

We repurchased 6.0 million shares (for $209.7 orilliand 6.6 million shares (for $302.0 million)tire first six months of 2008 and
2007, respectively.

In the first quarter of 2008, we received a nehcsttlement of approximately $20.7 million frone tiermination of all of our existing
derivative instruments. See “Market Risk” below &alditional information concerning the terminatmfithese derivatives.

In June 2008, we announced that our Board of Dirsaletermined to (i) increase our annual castddid to $2.80 from $.27 per sha
declare a onéime dividend of $.6325 per share, payable on 2aly2008, to shareholders of record on July 7, 2668ctively adjusting the t
second quarter dividend to the new $.70 quarteviglend rate and (iii) accelerate purchases undecorrent $750 million share repurchase
program to target completion of the remaining be¢a($383.6 million as of June 30, 2008) by year 20@8 or early 2009. See Part Il, Item
this report for more information. Upon completiofithe current share repurchase program, we expetilize additional share repurchase
programs, together with the possibility of addiibdividend increases, to continue to return suttistly all of our free cash flow to
shareholders. The increased dividend payout acelerated completion of the current repurchaserprogvill result in us incurring additional
leverage.

In connection with our announcement regarding thesa, our long-term debt rating was decreased tB-BB Standards &
Poor’'s. Moody’s Investors Services, which curngndites our debt Baa2, indicated our debt ratirisently under review for a possible
downgrade to Baa3.

We have available a five-year, $750 million revotyicredit facility which expires in December 2011p to $150 million of the credit
facility can be used for letters of credit, whigtuces the amount available for other extensiomseafit. Available borrowings under our cre
facility are also effectively reduced by any outstimg borrowings under our commercial paper progr&ur commercial paper program
borrowings are effectively limited to the total anmb available under our credit facility. As of &80, 2008, we had an aggregate of $275
million outstanding under our credit facility. WWelieve we have several options for repaying tkistdincluding additional short-term
borrowings or the issuance of long-term debt sé&esri

OTHER MATTERS
Accounting for the Effects of Regulation
We currently account for our regulated telephonerations (except for the properties acquired froenixbn in 2002) in accordance with

the provisions of Statement of Financial AccountBigndards No. 71, “Accounting for the Effects efr@in Types of Regulation” (“SFAS
71"). While we continuously monitor the ongoing applidépiof SFAS 71 to our regulated telephone opereatidue to the changir



regulatory, competitive and legislative environnsemte believe that SFAS 71 still applies. Howeitds possible that changes in
regulation or legislation or anticipated changesampetition or in the demand for our regulatedises or products could result in our
telephone operations not being subject to SFAS1Thé future. In that event, implementation oft&tzent of Financial Accounting Standards
No. 101 ("SFAS 101"), "Regulated Enterpris- Accounting for the Discontinuance of ApplicatiohFASB Statement No. 71," would require
the write-off of previously established regulatassets and liabilities. SFAS 101 further provitihes the carrying amounts of property, plant
and equipment are to be adjusted only to the exendssets are impaired and that impairment beglidged in the same manner as for
nonregulated enterprises.

If our regulated operations cease to qualify ferdpplication of SFAS 71, we do not expect to ré@r impairment charge related to
carrying value of the property, plant and equipna#rdur regulated telephone operations. Additignalpon the discontinuance of SFAS 71,
we would be required to revise the lives of oumpamy, plant and equipment to reflect the estimaiseful lives of the assets. We do not ex
such revisions in asset lives, or the eliminatibotber regulatory assets and liabilities, to haveaterial unfavorable impact on our results of
operations. For regulatory purposes, the accogratimd reporting of our telephone subsidiaries woaltbe affected by the discontinued
application of SFAS 71.

Over the past several years, each of the Federahmications Commission, Universal Service Admmaiste Company and certain
Congressional committees has initiated wide-rangéviews of the administration of the federal Umgzd Service Fund (“USF”). As part of
this process, we, along with a number of other U&fipients, have undergone a number of USF auddsave also received requests for
information from the FCC'’s Office of Inspector Gealg“OIG”) and Congressional committees. In auofif in July 2008 we received a
subpoena from the OIG requesting a broad rangef@fmation regarding our depreciation rates anchodlogies since 2000. The OIG has
not identified to us any specific issues with respe our participation in the USF program and nofithe audits completed to date has
identified any material issues regarding our pgaditton in the USF program. While we believe oartjgipation is in compliance with FCC
rules and in accordance with accepted industrytioes; we cannot predict with certainty the timargoutcome of these various reviews. We
have complied with and are continuing to respondlitcequests for information.



Item 3.
CenturyTel, Inc.
QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes inéstemates on our long-term debt obligations. Weshestimated our market risk using
sensitivity analysis. Market risk is defined as fiotential change in the fair value of a fixederdebt obligation due to a hypothetical adverse
change in interest rates. Fair value on long-t@eint obligations is determined based on a discdurdsh 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 presdrgiedv, although the actual results may differ fribrase estimates.

At June 30, 2008, the fair value of our long-teraidwas estimated to be $3.0 billion based on #eeadl weighted average rate of our
debt of 6.3% and an overall weighted maturity g8rs compared to terms and rates currently availadong-term financing
markets. Market risk is estimated as the potedtealease in fair value of our long-term debt tasgllfrom a hypothetical increase of 63 basis
points in interest rates (ten percent of our oVevalghted average borrowing rate). Such an irgzea interest rates would result in
approximately a $106.0 million decrease in faiueadf our long-term debt at June 30, 2008. AoEJ30, 2008, approximately 91% of our
long-term and short-term debt obligations weredixrate.

We seek to maintain a favorable mix of fixed andalale rate debt in an effort to limit interest toand cash flow volatility resulting
from changes in rates. From time to time ovemthst several years, we have used derivative insints1o (i) lock-in or swap our exposure to
changing or variable interest rates for fixed iagtrates or (ii) to swap obligations to pay fixetkrest rates for variable interest rates. Wee
established policies and procedures for risk assessand the approval, reporting and monitoringerivative instrument activities. We do
hold or issue derivative financial instrumentstfading or speculative purposes. Management piedtig reviews our exposure to interest rate
fluctuations and implements strategies to managexposure.

In January 2008, we terminated all of our existiiiiged to variable” interest rate swaps associatéth the full $500 million principal
amount of our Series L senior notes, due 201Zotmection with the termination of these derivatiwge received aggregate cash payments of
approximately $25.6 million, which has been refbekcas a premium of the associated long-term debwéhbe amortized as a reduction of
interest expense through 2012 using the effectiterést method. In addition, in January 2008, lse germinated certain other derivatives that
were not deemed to be effective hedges. Uporetingiiation of these derivatives, we paid an aggeegbapproximately $4.9 million (and
recorded a $3.4 million pre-tax charge in the fiysarter of 2008 related to the settlement of thiesevatives). As of June 30, 2008, we had no
derivative instruments outstanding.

Certain shortcomings are inherent in the methaahalysis presented in the computation of fair valu#nancial instruments. Actual
values may differ from those presented if marketditions vary from assumptions used in the faiueatalculations. The analysis above
incorporates only those risk exposures that exiaseof June 30, 2008.



Item 4.
CenturyTel, Inc.
CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresydesi to provide reasonable assurances that infammagquired to be disclosed by
in the reports we file under the Securities ExcleaAgt of 1934 is timely recorded, processed, sunmedrand reported as required. Our Chief
Executive Officer, Glen F. Post, lll, and our Chiéfiancial Officer, R. Stewart Ewing, Jr., havelaated our disclosure controls and
procedures as of June 30, 2008. Based on theagMaluMessrs. Post and Ewing concluded that aalasure controls and procedures have
been effective in providing reasonable assuraragtiiey have been timely alerted of material infation required to be filed in this quarterly
report. During the prior fiscal quarter, we did nmake any change to our internal control overrfgial reporting that materially affected, or
that we believe is reasonably likely to materiaffect, our internal control over financial repagi The design of any system of controls is
based in part upon certain assumptions aboutkbghood of future events and contingencies, aetetltan be no assurance that any design
will succeed in achieving its stated goals. Beeafdnherent limitations in any control systemsstatements due to error or fraud could occur
and not be detected.



PART Il. OTHER INFORMATION

CenturyTel, Inc.

Iltem 1. Legal Proceeding:

See Note 9 to the financial statements includd®iirt I, Item 1, of this report.

Item 1A. Risk Factors
We cannot assure you that we will be able to continue paying dividends at our current rate.

Despite our dividend policy, our shareholders matyraceive dividends in the future for reasons thay include any of the following
factors:

. we may not have enough cash to pay dividdodsto changes in our cash requirements, capitsiding plans, cash flow or
financial position;

. while the dividend policy adopted by our lbaf directors contemplates the distribution sludstantial portion of our cash
available to pay dividends, our board could modifyevoke this policy at any time;

. even if our dividend policy is not modified revoked, the actual amount of dividends distedwnder the policy and the decision
to make any distribution will remain at all timestieely at the discretion of our board of directors

. the amount of dividends that we may distiébis limited by restricted payment and leverageeoants in our credit facilities and,
potentially, the terms of any future indebtednésd tve may incur; and

. the amount of dividends that we may distiébis subject to restrictions under Louisiana law.
Our common shareholders should be aware that they ho contractual or other legal right to dividend

For a listing of other factors that could mateyialhd adversely affect our business, financial @¢@rd results of operation, liquidity or
prospects, please see Item 1A to our Annual RepoFRorm 10-K for the year ended December 31, 2007.

Iltem 2. Unregistered Sales of Equity Securities and Udero€eed:

In August 2007, our board of directors authoriz&g780 million share repurchase program which espire September 30, 2009, unless
extended by the board. The following table rafigéhe repurchases of our common stock under thigram during the second quarter of
2008. All of these repurchases were effected eneparket transactions in accordance with our steplirchase program.

Total Approximate
Number of Dollar Value
Shares of Shares
Purchased & that
Part of
Publicly May Yet Be
Total Numbe Announcec Purchasel
Under the
of Share: Average Pric Plans ol Plans
Period Purchasel Per Shart Programs or Program:
April 1 — April 30, 2008 1,120,731 $ 31.8¢ 1,120,731 $461,906,92
May 1- May 31, 200¢ 1,344,300 $ 34.9¢ 1,344,301 $414,884,81
June 1-June 30, 200 893,40( ¢ 35.0z 893,40( ¢ 383,600,19
Total 3,358,43 g 33.9¢ 3,358,43

* * *x * *x % *x *x * *x *

In June 2008, we announced our intention of puinlgake remaining amount outstanding under our $#Bllon share repurchase

program by year end 2008 or early 2009, subjechsmges in our cash requirements, possible legtilattons and the other factors described
in the press release filed as an exhibit to our&urReport on Form-K filed June 24, 200¢



In addition to the above repurchases, we also withh28 shares of stock at an average price oP$3%er share to pay taxes due upon
vesting of restricted stock for certain of our eaygles in May 2008.

Iltem 4. Submission of Matters to a Vote of Security Holc

At our annual meeting of shareholders on May 8 82@e shareholders elected four Class Il diredmrerve until the 2011 annual
meeting of shareholders and until their success@sluly elected and qualified.

The following number of votes were cast for or vetithheld from the following nominees:

Class Il Nominee For Withheld
Virginia Boulet 130,680,38 6,250,75:
Calvin Czeschir 130,196,57 6,734,56
James B. Gardn 125,492,65 11,438,47
Gregory J. McCra 131,694,13 5,236,99

The Class | and Class lll directors whose termdicoad after the meeting are:

Class | Class Ill
Williams R. Boles Fred R. Nichols
Jr.
W. Bruce Hanks Harvey P. Perr
C.G. Melville, Jr. Jim D. Reppont
Glen F. Post, I Joseph R. Zimme
The following represents the votes cast by theedt@ders to ratify the appointment of KPMG LLP as mdependent auditor for 2008:
For 131,616,936
Against 4,300,104
Abstain 1,014,095
The following represents the votes cast by theadt@ders for the proposal regarding executive coregion:
For 59,449,695
Against 66,718,039
Abstain 2,926,249
Broker non-votes 7,837,152
For additional information on each of these matt@ted upon, see our proxy statement dated MarcRQIB.
Item 6. Exhibits and Reports on Forn-K

A. Exhibits

11 Computations of Earnings Per She

31.1 Registrar's Chief Executive Officer certification pursuant3ection 302 of the Sarba-Oxley Act of 2002
31.2 Registrar’s Chief Financial Officer certification pursuant3ection 302 of the Sarbar-Oxley Act of 2002
32 Registrar’s Chief Executive Officer and Chief Financial Officcertification pursuant 1

Section 906 of the Sarbal-Oxley Act of 2002

B. Reports on Form-K

The following items were reported in the Form 8#iéd April 7, 2008:

Items 8.01 and 9.01 — Other Events and Financ&eBtents and Exhibits. Press release announanhgvethwere the successful
bidder for 69 licenses in the Federal Communicati@nmmission's recently completed 700 megahertzz)\Miectrum auction.

The following items were reported in the Form 8iléd May 1, 2008:

ltems 2.02 and 9.C- Results of Operations and Financial Condition aiméufcial Statements and Exhibits. News rele



announcing first quarter 2008 operating results.
The following items were reported in the Form 8#léd June 24, 2008:
Items 2.02, 8.01 and 9.01 - Results of OperatiosRinancial Condition, Other Event and Financiat&mnents and

Exhibits. News release announcing (i) an incredsair annual dividends to $2.80 per share, (6pa-time dividend of $.6325
per share payable on July 21, 2008 and (jii) oterition to accelerate purchases under our curhemesepurchase program.



SIGNATURE

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

CenturyTel, Inc.

Date: August 1, 2008 /s/ Neil A. Sweas
Neil A. Sweas)
Vice President and Controll
(Principal Accounting Officel




CenturyTel, Inc.

COMPUTATIONS OF EARNINGS PER SHARE

Exhibit 11

(UNAUDITED)
Three month: Six months
ended June 3( ended June 3(
2008 2007 2008 2007
(Dollars, except per share amout
and shares in thousanc
Income (Numerator,
Net income $ 92,167 112,26! 180,92 190,13!
Dividends applicable to preferred stock (62) (93) (149) (18€)
Net income applicable to common stc 92,10t 112,17: 180,77¢ 189,94¢
Interest on convertible debentures, net of - 1,207 - 2,414
Dividends applicable to preferred stc 62 93 14¢ 18¢€
Net income as adjusted for purposes of compudiluged earnings per
share $ 92,161 113,47: 180,92° 192,54¢
Shares (Denominator
Weighted average number of shal
Outstanding during peric 104,88¢ 109,26: 106,00: 110,50¢
Nonvested restricted stock (1,242) (85€) (1,109¢) (78€)
Number of shares for computing ba earnings per sha 103,64 108,40! 104,89: 109,71¢
Incremental common shares attributeto dilutive securities
Shares issuable under convertible secur 26¢ 4,48¢ 32t 4,48¢
Shares issuable under incentive compensatimid employee benefit
plans 36C 831 417 812
Number of shares as adjusted for purpcof computing diluted earning
per share 104,27 113,72: 105,63! 115,01!
Basic earnings per share $ .8¢ 1.0¢ 1.72 1.7
Diluted earnings per sha $ .88 1.0C 1.71 1.67




Exhibit 31.1

CERTIFICATIONS

[, Glen F. Post, Ill, Chairman of the Board and&liixecutive Officer, certify that:

1.

2.

Date:

| have reviewed this quarterly report on Forn-Q of CenturyTel, Inc.

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to
make the statements made, in light of the circunt&ts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statements$ oéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrar's other certifying officer and | are responsible dstablishing and maintaining disclosure contamid procedures (&
defined in Exchange Act Rules 13a-15(e) and 15@))Bband internal control over financial reportifag defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proceduresaused such disclosure controls and proceduré® tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, 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 financial répgr or caused such internal control over finahagaorting to be designed un
our supervision, to provide reasonable assurargardieng the reliability of financial reporting artde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the registsadisclosure controls and procedures and preséamthds report our conclusions ab
the effectiveness of the disclosure controls aratguures, as of the end of the period covered Isyréport based on st
evaluation; ant

d) disclosed in this report any change in the regi¢’s internal control over financial reporting thatomed during the registre’s
most recent fiscal quarter that has materiallycéf@, or is reasonably likely to materially affettte registrans internal contre
over financial reporting; an

The registrar' s other certifying officer and | have disclosedsdérhon our most recent evaluation of internal @mver financia
reporting, to the registre’s auditors and the audit committee of the regi¢'s board of director:

a) all significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registra’s
internal control over financial reportin

August 1, 200 s/ Glen F. Post, Il
Glen F. Post, Il
Chairman of the Board ar
Chief Executive Office




Exhibit 31.2
CERTIFICATIONS
I, R. Stewart Ewing, Jr., Executive Vice Presidamdl Chief Financial Officer, certify that:

1. I have reviewed this quarterly report on Forn-Q of CenturyTel, Inc.

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessan
make the statements made, in light of the circunt&s under which such statements were made, nietadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statement$,atimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))band internal control over financial reportifag defined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hay

a) designed such disclosure controls and proceduresaused such disclosure controls and proceduré® tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegah

b) designed such internal control over financial répgr or caused such internal control over finahagaorting to be designed un
our supervision, to provide reasonable assurangardeng the reliability of financial reporting arde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

c) evaluated the effectiveness of the registsadtsclosure controls and procedures and presémtéds report our conclusions ab
the effectiveness of the disclosure controls armtquiures, as of the end of the period covered lsyrdport based on st
evaluation; ant

d) disclosed in this report any change in the registsanternal control over financial reporting thatcurred during the registraat’
most recent fiscal quarter that has materially e, or is reasonably likely to materially affette registrans internal contre
over financial reporting; an

5. The registrar's other certifying officer and | have disclosedsdzon our most recent evaluation of internal @miver financia
reporting, to the registre’s auditors and the audit committee of the regi¢'s board of director:

a) all significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ani

b) any fraud, whether or not material, that involveanagement or other employees who have a significdatin the registrant’
internal control over financial reportin

Date: August 1, 200 /sl R. Stewart Ewing, J
R. Stewart Ewing, J
Executive Vice President ai
Chief Financial Office




Exhibit 32
CenturyTel, Inc.

August 1, 2008

Securities and Exchange Commission
100 F Street, N.E.
Washington, D.C. 20549

Re: CenturyTel, Inc
Certification of Contents of Form 10-Q for the gearending June 30, 2008
pursuant to Section 906 of the Sarbanes-Oxley A2062

Ladies and Gentlemen:

The undersigned, acting in their capacities aCthief Executive Officer and the Chief Financial i0éf of CenturyTel, Inc. (the “Company”),
certify that the Form 10-Q for the quarter endedeJ80, 2008 of the Company fully complies with thquirements of Section 13(a) of the
Securities Exchange Act of 1934, and that the mfdfon contained in the Form 10-Q fairly presemtsll material respects, the financial
condition and results of operations of the Companpf the dates and for the periods covered by sepirt.

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyaéll be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.

Very truly yours,

/s/ Glen F. Post, Il /s/ R. Stewart Ewing, J
Glen F. Post, Il R. Stewart Ewing, J
Chairman of the Board ar Executive Vice President ai

Chief Executive Office Chief Financial Office



