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PART |
Iltem 1. Business

General. CenturyTel, Inc. ("CenturyTel") and itbsidiaries (the "Company") is an integrated commaidns company engaged primarily in
providing local exchange, long distance, Intereeas and broadband services. The Company staveaihtain its customer relationships
by, among other things, bundling its service offgs to provide its customers with a complete afgf integrated communications services.
All of the Company's operations are conducted withe continental United States.

At December 31, 2004, the Company's local exchéglgphone subsidiaries operated approximately 2lRmtelephone access lines,
primarily in rural areas and small to mid-sizeastin 22 states, with over 70% of these lines mtat Wisconsin, Missouri, Alabama,
Arkansas and Washington. According to publishedas the Company is the eighth largest local exgbaelephone company in the United
States based on the number of access lines served.

The Company also provides competitive local exclharagrier, security monitoring, and other commuinices and business information
services in certain local and regional markets.

The Company has recently entered into agreemep®tide co-branded satellite television service smnresell wireless service as part of its
bundled product and service offerings, but thesgngements are not expected to contribute matenehues in the near term. The Company
anticipates such offerings will dilute its earnirfgs 2005 by approximately $.04 to $.07 per share.

For information on the amount of revenue derivedheyCompany's various lines of services, see "Qjpas-Services" below and Item 7 of
this report.

Recent acquisitions. In June 2003, the Companyigetjthe assets of Digital Teleport, Inc., a regil@ommunications company providing
wholesale data transport services to other commatinits carriers over its fiber optic network lochite Missouri, Arkansas, Oklahoma and
Kansas, for $39.4 million cash. In addition, in Betdber 2003, the Company acquired additional fierdport assets in Arkansas, Missouri
and lllinois from Level 3 Communications, Inc. fmpproximately $15.8 million cash. For additiondbimmation, see "Operations - Services -
Fiber Transport and CLEC."

On August 31, 2002, the Company purchased assktsdiin serving approximately 350,000 telephoneess lines in the state of Missouri
from Verizon Communications, Inc. ("Verizon") fopgroximately $1.179 billion cash. On July 1, 200% Company purchased assets
utilized in serving approximately 300,000 telephaceess lines in the state of Alabama from Veriporapproximately $1.022 billion cash.
The assets purchased in these transactions inc{jdeé franchises authorizing the provision afdbtelephone service, (ii) related property
and equipment comprising Verizon's local exchanggrations in predominantly rural markets throughtiabama and Missouri and

(iiif) Verizon's assets used to provide digital sutiger line ("DSL") and other high speed data sssiwithin the purchased exchanges. The
acquired assets did not include Verizon's cellydarsonal communications services ("PCS"), lontadise, dial-up Internet, or directory
publishing operations in these areas.

On February 28, 2002, the Company purchased fron€KMlecom Holdings, Inc. ("KMC") its fiber netwodnd customer base operation:
Monroe and Shreveport, Louisiana, which allows@oenpany to offer broadband and competitive locahexge services to customers in
these markets.

On July 31, 2000 and September 29, 2000, affiliefdhe Company acquired assets utilized to proladal exchange telephone service to
over 490,000 telephone access lines from Verizdoun separate transactions for approximately $il®n in cash. Under these transactic

0 On July 31, 2000, the Company purchased apprd&lyna31,000 telephone access lines and relatedsaissArkansas for approximately
$842 million in cash.

0 On July 31, 2000, Spectra Communications Grolyg, ('Spectra") purchased approximately 127,000ptedme access lines and related
assets in Missouri for approximately $297 milliash. At closing, the Company made a preferred ggu/estment in Spectra of
approximately $55 million (which represented a 54 ibterest) and financed substantially all of tamainder of the purchase price. In the
first quarter of 2001, the Company purchased aitiaddl 18.6% interest in Spectra for $47.1 millién the fourth quarter of 2003 and the
first quarter of 2004, the Company purchased theaming 24.3% interest in Spectra for an aggrega$34.0 million in cash.

0 On September 29, 2000, the Company purchasedxapyately 70,500 telephone access lines and reksselts in Wisconsin for
approximately $197 million in cash.

0 On September 29, 2000, Telephone USA of Wiscohsi@ ("TelUSA") purchased approximately 62,90Cfhone access lines and related
assets in Wisconsin for approximately $172 milliorcash. The Company owns 89% of TelUSA, which am@mnized to acquire and operate
these Wisconsin properties. At closing, the Compaage an equity investment in TelUSA of approxinya#37.8 million and financed
substantially all of the remainder of the purchasee.



In August 2000, the Company acquired the asse®So¥ Net, Inc., a regional Internet service provitdhat offers dial-up and dedicated
Internet access, and web site and domain hostingpte than 18,000 customers in 28 communities kaAsas.

In February 2005, the Company signed a definitsgetapurchase agreement to acquire metro fiberonk$vin 16 markets from KMC for $65
million cash, subject to purchase price adjustmériie networks to be acquired include almost 1)J@@06ute miles of fiber optic cable
located in small to medium cities in 11 states. Toepany expects to complete this purchase in @@b2subject to the receipt of various
consents, regulatory approvals and various otlosiray conditions.

The Company continually evaluates the possibilftgagjuiring additional communications assets irhexgie for cash, securities or both, and
at any given time may be engaged in discussiomggotiations regarding additional acquisitions. Tmenpany generally does not announce
its acquisitions or dispositions until it has eetkinto a preliminary or definitive agreement. Altiygh the Company's primary focus will
continue to be on acquiring interests that areiprate to its properties or that serve a customse terge enough for the Company to operate
efficiently, other communications interests mayde acquired and these acquisitions could havatarral impact upon the Company.

Recent Dispositions. On August 1, 2002, the Comzahy substantially all of its wireless operatigmscipally to an affiliate of ALLTEL
Corporation ("Alltel") for an aggregate of approxdtaly $1.59 billion in cash. In connection withshiansaction, the Company divested its (i)
interests in its majority-owned and operated catlglystems, which at June 30, 2002 served appreedynz83,000 customers and had access
to approximately 7.8 million pops (the estimateguydation of licensed cellular telephone marketstipligd by the Company's proportionate
equity interest in the licensed operators thereof),

(i) minority cellular equity interests represemiapproximately 1.8 million pops at June 30, 2G0%] (iii) licenses to provide PCS covering
1.3 million pops in Wisconsin and lowa. As a restile Company's wireless operations are reflecatiscontinued operations in the
Company's accompanying consolidated financial staigs.

In the second quarter of 2001, the Company solasp Wireless International, Inc. 30 PCS operdimenses for an aggregate of $205
million. The Company received approximately $118iom of the purchase price in cash at closing eoitected the remainder in installments
through the fourth quarter of 2001.

Where to find additional information. The Compangkas available free of charge on its website (wwntarytel.com) filings made with the
Securities and Exchange Commission ("SEC") on FAidaK, 10-Q and 8 as soon as reasonably practicable after suctyélare made wi
the SEC.

The Company also makes available free of chargesamebsite its Corporate Governance GuidelinesCdrporate Compliance Program and
the charters of its audit, compensation, risk eatidm, and nominating and corporate governance dtees. The Company will furnish
printed copies of these materials upon the rempfesty shareholder.

Other. As of December 31, 2004, the Company hadoappately 6,800 employees, of which approximateB00 were members of 13
different bargaining units represented by the haéonal Brotherhood of Electrical Workers and @@mmunications Workers of America. In
2005, the contracts governing approximately 71%mefunion workforce lapse and are scheduled t@begotiated. The Company believes
that relations with its employees continue to beegally good.

CenturyTel was incorporated under Louisiana la@968 to serve as a holding company for severgbhelee companies acquired over the
previous 15 to 20 years. CenturyTel's principalkexiee offices are located at 100 CenturyTel Drivienroe, Louisiana 71203 and its
telephone number is (318) 388-9000.

OPERATIONS

According to published sources, the Company iethbth largest local exchange telephone compatiyeitunited States, based on the
approximately 2.3 million access lines it serve®atember 31, 2004. All of the Company's access lare digitally switched. Through its
operating telephone subsidiaries, the Company desvservices to predominantly rural areas and smaiid-sized cities in 22 states. The
following table sets forth certain information withspect to the Company's access lines as of Dexae3ib2004 and 2003.

December 31, 2004 December 31, 2003
Number of Percent of Number of Percent of
State access lines  access lines access lines  access lines

Wisconsin (1) 466,021 20% 478,134 20%
Missouri 458,724 20 472,884 20
Alabama 275,093 12 283,501 12
Arkansas 256,130 11 264,787 11
Washington 182,990 8 186,329 8
Michigan 108,030 5 111,104 5
Louisiana 101,353 4 103,726 4
Colorado 94,139 4 95,726 4

Ohio 80,287 3 82,995 3

Oregon 74,020 3 75,530 3



Montana 64,145 3 64,863 3
Texas 43,697 2 46,397 2
Minnesota 30,046 1 30,469 1
Tennessee 26,728 1 27,084 1
Mississippi 24,137 1 24,420 1
New Mexico 6,428 * 6,512 *
Wyoming 5,905 * 5,669 *
Idaho 5,807 * 5,974 *
Indiana 5,346 * 5,401 *
lowa 2,053 * 2,082 *
Arizona 1,995 * 2,000 *
Nevada 552 * 531 *
2,313,626 100% 2,376,118 100%

* Represents less than 1%.

(1) As of December 31, 2004 and 2003, approximdi@|y00 and 59,130, respectively, of these linegwened and operated by
CenturyTel's 89%-owned affiliate.

As indicated in the following table, the Company lexperienced growth in its operations over the fdas years, a substantial portion of
which was attributable to the third quarter 2008 #hird quarter 2000 acquisitions of telephone praps from Verizon and the internal
growth of its long distance and Internet accesilegses.

Year en ded or as of December 31,

2004 2003 2002 2001 2000

(Dollars in thousands)

Access lines 2,313,626 2,376,118 2,414,564 1,797,643 1,800,565
% Residential 75% 76 76 76 76
% Business 25% 24 24 24 24
Long distance lines 1,067,817 931,761 798,697 564,851 433,846
% Residential 81% 80 80 79 79
% Business 19% 20 20 21 21
Internet customers 262,085 215,548 179,440 144,817 108,700
% Dial-up service 49% 65 73 84 95
% Retail DSL service 51% 35 27 16 5
Operating revenues  $ 2,407,372 2,367,610 1,971,996 1,679,504 1,402,357
Capital expenditures $ 385,316 377,939 386,267 435,515 391,069

As discussed further below, the Company's access (exclusive of acquisitions) have declined oent years, and are expected to continue
to decline. To offset these declines, the Compampeh to expand its telephone operations by (i) idoguadditional telephone properties, (ii)
providing service to new customers, (iii) incregsiretwork usage, (iv) further penetrating its eérggicustomer base with existing services

(v) providing additional services which may be madssible by advances in technology, improvemeantié Company's infrastructure and
the bundling of integrated services. See "Serviaeasl'"Regulation and Competition."

Services

The Company derives revenue from providing (i) l@achange telephone services, (ii) network acsepdces, (iii) long distance services,
(iv) data services, which includes both dial-up &%®L Internet services, as well as special accedpavate line 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 respectiwicss:

2004 2003 2002
Local service 29.7% 30.1 29.0
Network access 40.1 42.3 44.9
Long distance 7.8 7.3 7.4
Data 115 10.4 9.1
Fiber transport and CLEC 3.1 1.8 11
Other 7.8 8.1 8.5

100.0% 100.0 100.0

Local service. Local service revenues are derivach foroviding local exchange telephone servicahénCompany's service areas, including
basic dial-tone service through the Company's exgwitched network. Access lines declined 2.6004, 1.6% in 2003 and 1.1% in 2002
(exclusive of the 2002 Verizon acquisitions). Thenpany believes these declines in the number &fssdines were primarily due to t



displacement of traditional wireline telephone s=s by other competitive services, including tlmrpany's DSL product offering. Based
current conditions, the Company expects access tmdecline between 2.5 and 3.5% for 2005.

The use of digital switches, high-speed data discamd related software has been an important coem@f the Company's growth strategy
because it allows the Company to offer enhancecevegrvices (such as call forwarding, conferentimgacaller identification, selective call
ringing and call waiting) and data services (susklaa private line, digital subscriber line, fraraky and local area/wide area networks) and
to thereby increase utilization of existing acdesss. In 2004 the Company continued to expandatlalability of enhanced services offered
in certain service areas.

Network access. Network access revenues primaigye to (i) services provided by the Company tmldistance carriers, wireless carri
and other carriers and customers in connection tivé#gtuse of the Company's facilities to originatd terminate their interstate and intrastate
voice and data transmissions and (ii) the recdiphiversal support funds which allows the Comptmyecover a portion of its costs under
federal and state cost recovery mechanisms (deegulation and Competition - High-cost support sinévenue sharing arrangements and
related matters" below). Certain of the Compamytsrstate network access revenues are based fiadatcess charges prescribed by the
Federal Communications Commission ("FCC"); the lieater of such revenues are derived under revenarngharrangements with other
local exchange carriers ("LECs") administered ey National Exchange Carrier Association ("NECA"jjuasi-governmental non-profit
organization formed by the FCC in 1983 for suchppses.

Certain of the Company's intrastate network acoessnues are derived through access charges billfie Company to intrastate long
distance carriers and other LEC customers. Suchsiate network access charges are based ondai@ess charges, which are subject to
state regulatory commission approval. Additionatigrtain of the Company's intrastate network acoegmnues, along with intrastate and
intra-LATA (Local Access and Transport Areas) laligtance revenues, are derived through revenuegharangements with other LECs.

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

Long distance. Long distance revenues relate tpriresion of retail long distance services whibla Company began marketing to its local
exchange customers in 1996. At December 31, 26@4Cbmpany provided long distance services to ypédati million lines. The Company
anticipates that most of its long distance servsenues will be provided as part of an integréeaidle with the Company's other service
offerings, including its local exchange telephoaes/ie offering.

Data. Data revenues include revenues primarilytedlto the provision of Internet access serviceth(dial-up and DSL services) and the
provision of data transmission services over spedaieuits and private lines. The Company begaeriffy traditional dial-up Internet access
services to its telephone customers in 1995. ;18099, the Company began offering DSL Interne¢ssservices, a high-speed premium-
priced data service. As of December 31, 2004, aqmiately 71% of the Company's access lines were-Bibled. At December 31, 2004,
the Company provided Internet access servicesdo 262,000 customers, approximately 128,500 of whéceived traditional dial-up
services and approximately 133,500 of which reakiegail DSL services. During 2004, the Companyeabaover 57,000 retail DSL
connections.

Fiber transport and CLEC. Fiber transport and Clt&¢&nues include revenues from the Company's fieasport, competitive local
exchange carrier ("CLEC") and security monitoringginesses.

In late 2000, the Company began offering competitdcal exchange telephone services as part ofidiéd service offering to small to
medium-sized businesses in Monroe and Shrevepauisiana. On February 28, 2002, the Company puechtee fiber network and
customer base of KMC's operations in Monroe an@®&port, Louisiana, which allowed the Company ferdfroadband and competitive
local exchange services to customers in these tsarke

During the second quarter of 2001, the Companyinsgling capacity to other carriers and businesses a 700qile fiber optic ring that th
Company constructed in southern and central MichitraJune 2003, the Company acquired the ass@&®gyaél Teleport, Inc., a regional
communications company providing wholesale dataspart services to other communications carriees @s fiber optic network located in
Missouri, Arkansas, Oklahoma and Kansas, for $88lion cash. The Company has used the networlelicssrvices to new and existing
customers and to reduce the Company's relianckimhparty transport providers. In addition, in Retder 2003, the Company acquired
additional fiber transport assets in Arkansas, Misisand Illinois from Level 3 Communications, Ifor approximately $15.8 million cash to
provide services similar to those described ab®tie. Company operates its fiber transport assetsrihd name LightCore. As of December
31, 2004, LightCore's network encompassed more&tiZ00 route miles of lit fiber in the central UsdtStates. For a description of a pending
acquisition of additional network assets, see "dRéécquisitions" above.

The Company offers i-hour burglary and fire monitoring services to apjammately 8,700 customers in select markets in Liang, Arkansas



Mississippi, Texas and Ohio.

Other. Other revenues include revenues relatedl lmasing, selling, installing and maintaining tarmer premise telecommunications
equipment and wiring, (ii) providing billing and ltection services for third parties and

(iii) participating in the publication of local dictories. The Company also provides printing, degabmanagement and direct mail services
and cable television services.

Certain large communications companies for whieghG@ompany currently provides billing and collectservices continue to indicate their
desire to reduce their billing and collection exges) which has resulted and may continue to restdductions of the Company's billing and
collection revenues.

From time to time, the Company also makes investsierther domestic or foreign communications canies, the most significant of
which is an interest in a start-up satellite sendompany.

For further information on regulatory, technolodiaad competitive changes that could impact the @amyg's revenues, see "-Regulation and
Competition" and "Special Considerations."

Federal Financing Programs

Certain of the Company's telephone subsidiariesivedong-term financing from the Rural Utilitiegi®ice ("RUS") or the Rural Telephone
Bank ("RTB"), both of which are federal agencieatthave historically provided long-term financimgtélephone companies at relatively
attractive interest rates. Approximately 23% of @@mmpany's telephone plant is pledged to secuigailins of the Company's telephone
subsidiaries to the RUS and RTB. For additionadiimfation regarding the Company's financing, seeCiiiapany's consolidated financial
statements included in Item 8 herein.

Regulation and Competition Relating to Incumbent Laal Exchange Operations

Traditionally, LECs operated as regulated monogdiiaving the exclusive right and responsibilityptovide local telephone services. (These
LECs are sometimes referred to below as "incumbERts” or "ILECs"). Consequently, most of the Comyarintrastate telephone operati
have traditionally been regulated extensively bifotss state regulatory agencies (generally callgalip service commissions or public utility
commissions) and its interstate operations hava begulated by the FCC. As discussed in greateildatlow, passage of the
Telecommunications Act of 1996 (the "1996 Act")upted with state legislative and regulatory initias and technological changes,
fundamentally altered the telephone industry byicathy the regulation of LECs and attracting a saititl increase in the number of
competitors and capital invested in existing ana services. CenturyTel anticipates that these géodards reduced regulation and
increased competition will continue.

State regulation. The local service rates andstdta access charges of substantially all of thef2amy's telephone subsidiaries are regulated
by state regulatory commissions which typically énétve power to grant and revoke franchises autingrizompanies to provide
communications services. Most commissions havaétimadlly regulated pricing through "rate of retlmegulation that focuses on authorized
levels of earnings by LECs. Most of these commissialso (i) regulate the purchase and sale of LEprescribe depreciation rates and
certain accounting procedures, (iii) oversee im@etation of several federal telecommunications land (iv) regulate various other matters,
including certain service standards and operatinggrures.

In recent years, state legislatures and regulatomymissions in most of the 22 states in which then@any operates have either reduced the
regulation of LECs or have announced their intentmdo so, and it is expected that this trend edglitinue. Wisconsin, Missouri, Alabama,
Arkansas and several other states have impleméedor rulings which require or permit LECs to opt of "rate of return” regulation in
exchange for agreeing to alternative forms of regioh which typically permit the LEC greater freedto establish local service rates in
exchange for agreeing not to charge rates in exafegsecified caps. As discussed further belowsklidries operating over 60% of the
Company's access lines in various states havedtpdme governed by alternative regulation pland,the Company continues to explore its
options for similar treatment in other states. Toenpany believes that reduced regulatory oversifbértain of the Company's telephone
operations may allow the Company to offer new anmtietitive services faster than under the traditioagulatory process. For a discussion
of legislative, regulatory and technological chanteat have introduced competition into the loc@hange industry, see "-Developments
Affecting Competition."

Alternative regulation plans govern some or alihaf access lines operated by the Company in Wistokdsssouri, Alabama and Arkansas,
which are the Company's four largest state mariéis.following summary describes the alternativgutation plans applicable to the
Company in these states.

o Approximately 70% of the Company's Wisconsin asdiaes are regulated under various alternatigelation plans. Each of these
alternative regulation plans has a five-year tenth permits the Company to adjust local rates wisipiacified parameters if it meets certain
quality-of-service and infrastructure-developmemmitments. These plans also include initiativesigteed to promote competition. The
Company's Wisconsin access lines acquired in m@B2@ntinue to be regulated under "rate of retuegulation.

o All of the Company's Missouri LECs are regulateder a pric-cap regulation plan (effective in 2002) wherebyibasrvice rates ai



adjusted annually based on an inflation-based faotin-basic services may be increased up to 8%adlyn The plan also allows LECs to
rebalance local basic service rates up to fourdimehe first four years of such regulation assult of access rate or toll reductions. Base
its annual filing effective September 2004, the @any estimates a $2.2 million annual reductioreirenues as a result of recent declines in
the inflation-based factor. If the inflation-bagfadtor continues to decline, the Company's revemiksontinue to be negatively impacted.

o Since 1995, the Company's Alabama telephone giep@cquired from Verizon in 2002 have been suilifean alternative regulation plan.
Under this plan, local rates were frozen initidty five years, after which time such rates cowdrdised by an amount equal to consumer
price index increases less 1%; non-basic servies @uld be increased up to 10% per year. Theahtabalternative regulation plan will be
replaced in 2005 by the Alabama Telecommunicatiegulation Plan. Under this plan, residential ansitess basic local service rates will
remain at existing levels for two years, after whiitne rates can be increased up to five percanggsa up to a maximum capped level. Ri
for all other retail services may be adjusted ddpenon the tier designation established undeptae.

o0 The Company's Arkansas LECs, excluding the pt@seacquired from Verizon in 2000, are regulatadar an alternative regulation plan
adopted in 1997, which initially froze basic loe&ld 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, swaths are subject to commission review if
certain petition criteria are met.

Notwithstanding the movement toward alternativeutation, LECs operating approximately 38% of ther(any's total access lines contir
to be subject to "rate of return” regulation farastate purposes. These LECs remain subject tpalvers of state regulatory commissions to
conduct earnings reviews and adjust service raté®r of which could lead to revenue reductions.

FCC regulation. The FCC regulates interstate sesvizovided by the Company's telephone subsidipriesarily by regulating the interstate
access charges that are billed to long distancepanias and other communications companies by tinep@oy for use of its network in
connection with the origination and terminationri€rstate voice and data transmissions. Additigntie FCC has prescribed certain rules
and regulations for telephone companies, includingiform system of accounts and rules regardiagéparation of costs between
jurisdictions and, ultimately, between interstagevices. LECs must obtain FCC approval to use iceréalio frequencies, or to transfer con
of any such licenses.

Effective January 1, 1991, the FCC adopted prigeregulation relating to interstate access ratethiRegional Bell Operating Companies.
All other LECs may elect to be subject to price-oagulation. Under price-cap regulation, limits imspd on a company's interstate rates are
adjusted periodically to reflect inflation, prodivdy improvement and changes in certain raomtrollable costs. The Company has not ele
price-cap regulation for its incumbent operatidiewever, the properties acquired from Verizon i@20ave continued to operate under
price-cap regulation based upon a waiver from rillas historically required a purchaser of pricg-pesoperties to convert all of its properties
to price-cap regulation. In February 2004, the F@t&nded its rules to permit purchasers of priceregplated properties to either retain
price-cap regulation for the acquired propertiemarate such properties to rate-of-return regarati

In 2001, the FCC modified its interstate accessgeheules and universal service support systermaterof return LECs. This order, among
other things, (i) increased the caps on the suliscline charges ("SLC") to the levels paid by nsgiscribers nationwide; (ii) allowed

limited SLC deaveraging, which enhanced the cortipetiess of rate of return carriers by giving thericing flexibility; (iii) lowered per
minute rates collected for federal access chafggs;reated a new explicit universal service supptechanism that replaced other implicit
support mechanisms in a manner designed to erfsatreate structure changes do not affect the dwe@very of interstate access costs by
rate of return carriers serving high cost areas and

(v) preserved the historic 11.25% authorized inédesreturn rate for rate of return LECs. The dftédchis order on the Company was revenue
neutral for interstate purposes, but did resu#t ,rrduction in intrastate revenues in Arkansas@imad (where intrastate access rates must
mirror the interstate access rates).

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

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

All forms of federal support available to ILECs axgrently available to any local competitor thaalifies as an "eligible telecommunications
carrier." This support could encourage additiomahpetitors to enter the Company's high-cost semieas, and, as discussed further below,
place financial pressure on the FCC's support progr

Universal service support funds, revenue sharirgngements and related matters. A significant nurabthe Company's telephone
subsidiaries recover a portion of their costs fmwgrams administered by the federal Universal i8erivund (the "USF") and from similar
state "universal support” mechanisms. Disbursenfemis these programs traditionally have allowed IsB@rving small communities and
rural areas to provide communications serviceseomdg and at prices reasonably comparable to th@sklble in urban areas. The aggregate
amount of revenues received from such support progiwas $365.2 million in 2004 (or 15.2% of 2004smidated revenues) and $370.5
million in 2003 (or 15.6% of 2003 consolidated newes). Included in such amounts are receipts



(i) the High Cost Loop support program of $187.9ion for 2004 and $199.2 million for 2003 and @#@rious state support programs of
$35.8 million for 2004 and $33.3 million for 2003.

As mandated by the 1996 Act, in May 2001 the FCdifreal its existing universal service support matha for rural telephone companies.
The FCC adopted an interim mechanism for a fiva-pesiod, effective July 1, 2001, based on embeddehistorical, costs that provides
relatively predictable levels of support to ruatal exchange carriers, including substantiallypfthe Company's local exchange carriers.
Based on recent FCC filings, the Company anticgpase2005 revenues from the USF High Cost Loomsttprogram will be approximately
$10-15 million lower than 2004 levels due to ingesin the nationwide average cost per loop facted to allocate funds among all
recipients.

Wireless and other competitive service provider#iooe to seek eligible telecommunications carfiETC") status in order to be eligible to
receive USF support, which, coupled with changassage of telecommunications services, have plsitedses on the USF's funding
mechanism. These developments have placed addifioaacial pressure on the amount of money thaeisessary and available to provide
support to all eligible service providers, incluglisupport payments the Company receives from tgé Biost Loop support program. As a
result of the continued increases in the nationwaigkrage cost per loop factor (caused by limitexdvgn in the size of the High Cost Loop
support program and increases in requests for sufyjpo the USF), the Company believes the aggeelgatel of payments it receives from
the USF will continue to decline in the near temder the FCC's current rules.

Recent FCC-mandated changes in the administrafidreainiversal service support programs tempagratispended the disbursement of
funds under the E-rate (Schools and Libraries UsaleService Support Mechanism) program, and, reigmaficantly, created questions that
these administrative changes could similarly déteydisbursement of funds to rural LECs from théversal Service High Cost Loop supg
program. In December 2004, Congress passed &éilgtanted the USF a one-year exemption frometierfl law that impacted the E-rate
program. Congress has since introduced a billaatgr permanent exemption to the USF from suchrééthev.

In late 2002, the FCC requested that the Fedeeab Ibint Board ("FSJB") on Universal Service revi@arious FCC rules governing high
cost universal service support, including rulesardimg eligibility to receive support payments iankets served by LECs and competitive
carriers. On February 7, 2003, the FSJB issuedieentor public comment on whether present ruléfliftheir purpose and whether or not
modifications are needed. On February 27, 2004F8#B sent the FCC a series of recommendationgoung the process of designating
ETCs and suggestions for gaining better controt tive disbursement of high-cost universal serviggosrt in markets where one or more
ETCs are present. The FSJB declined to recommextdhta FCC modify the methodology used to calcudafgport in study areas with
multiple ETCs, instead recommending an overalleevof the high-cost support mechanism for rural mow-rural carriers.

On August 16, 2004, the FSJIB released a noticeestiqpg comments on the FCC's current rules foptheision of higheost support for ruri
companies, including comments on whether eligipilgquirements should be amended in a manner thaldvadversely affect larger rural
LECs such as the Company. The FCC has taken vastbas steps in anticipation of restructuring unéat service support mechanisms,
including opening a docket that will change themédtof funding contributions. The FCC is expecteddt before its current rules are
scheduled to expire on June 30, 2006. Congredsasaploring various universal service issues irgnérom targeted universal service
legislation to re-writing the 1996 Act. The Compdras been and will continue to be active in momipthese developments.

In January 2003, the Louisiana Public Service Cassion staff began reviewing the feasibility of certing the $42 million Louisiana Local
Optional Service Fund ("LOS Fund") into a stateversal service fund. Currently, the LOS Fund isdiesh primarily by BellSouth, which
proposes to expand the base of contributors irgd. @S Fund. The Company currently receives apprateétp $21 million from the LOS

Fund each year. Although the Commission staff Baesmmended to transfer the fund's $42 million $tede universal service fund, there can
be no assurance that the Commission will adoptréiemmendation or that funding will remain at eutrlevels.

Some of the Company's telephone subsidiaries aperatates where traditional cost recovery meamasi including rate structures, are
under evaluation or have been modified. See "eRagulation." There can be no assurance that #ates will continue to provide for cost
recovery at current levels.

Substantially all of the Company's LECs (excepttifier properties acquired from Verizon in 2002) eonwith the common line tariff and
certain of the Company's LECs concur with the tcafénsitive tariffs filed by the NECA; such LECarficipate in the access revenue sharing
arrangements administered by the NECA for integstatvices. All of the intrastate network accessmaes of the Company's LECs are b

on access charges, cost separation studies oakpettlement arrangements. See "- Services."

Certain long distance carriers continue to reqtiegtcertain of the Company's LECs reduce intrastatess tariffed rates. Long distance
carriers have also aggressively pursued regulatolggislative changes that would reduce access.r&ee "-Services - Network Access"
above for additional information.

Developments affecting competition. The commundar&iindustry continues to undergo fundamental cbsmdnich are likely to significant
impact the future operations and financial perfarogaof all communications companies. Primarily assalt of regulatory and technological
changes, competition has been introduced and eagediin each sector of the telephone industrydantyears. As a result, the Company
increasingly faces competition from providers seghko use the Company's network and from providéesing competitive services.

The 1996 Act, which obligates LECs to permit contpet to interconnect their facilities to the LE@wstwork and to take various other steps
that are designed to promote competition, imposesral duties on a LEC if it receives a specifiguest from another entity which seeks



connect with or provide services using the LECtsvnek. In addition, each incumbent LEC is obligatedi) negotiate interconnection
agreements in good faith, (ii) provide "unbundladtess to all aspects of the LEC's network, (ffg@raresale of its telecommunications
services at wholesale rates and (iv) permit cortgostio collocate their physical plant on the LE@'sperty, or provide virtual collocation if
physical collocation is not practicable. During 30¢he FCC released new rules outlining the ohligatof incumbent LECs to lease to
competitors elements of their circuit-switched native on an unbundled basis at prices that subatiyritmited the profitability of these
arrangements to incumbent LECs. On March 2, 20@dderal appellate court vacated significant poagiof these rules, including the
standards used to determine which unbundled netelerkents must be made available to competitongdponse to this court decision, on
February 4, 2005, the FCC released rules (effetfiaech 11, 2005) that require incumbent LECs tedea network element only in those
situations where competing carriers genuinely wdnddmpaired without access to such network elepraamt where the unbundling would
interfere with the development of facilities-basenpetition. These rules are further designednmre unbundling obligations over time as
competing carriers deploy their own networks armhl@xchange competition increases.

Under the 1996 Act's rural telephone company eximpapproximately 50% of the Company's telephareess lines are exempt from
certain of the 1996 Act's interconnection requireta@inless and until the appropriate state regglaommission overrides the exemption
upon receipt from a competitor of a bona fide restjneeeting certain criteria. States are permitbeaidiopt laws or regulations that provide for
greater competition than is mandated under the 2896Management believes that competition inetepphone service areas has increased
and will continue to increase as a result of the6lA8ct and the FCC's interconnection rulings. Whienpetition through use of the
Company's network is still limited in most of itarkets, the Company expects to receive additiori@i¢onnection requests in the future fi

a variety of resellers and facilities-based serpice/iders.

In addition to these changes in federal regulatdirgf the 22 states in which the Company providdésphone services have taken legislative
or regulatory steps to further introduce compatiiicto the LEC business.

As a result of these regulatory developments, ILECrasingly face competition from competitivedbexchange carriers ("CLECSs"),
particularly in high population areas. CLECs pravidmpeting 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 the Company's service areast¢rasised in recent years, especially in the Corylpa/erizon markets acquired in 2002
and 2000. The Company anticipates that similanaatiay be taken by other competitors in the futespecially if all forms of federal
support available to ILECs continue to remain aldé to these competitors.

Technological developments have led to the devedotrof new services that compete with traditionaClservices. 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. Recent improvements énghality of "Voice-over-Internet
Protocol” ("VolP") service have led several largble television and telephone companies, as wallaasup companies, to substantially
increase their offerings of VoIP service to businasd residential customers. VolP providers roatks 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 be priced below thoseeruly charged for traditional local and
long distance telephone services for several reasociuding lower network cost structures anddherent ability of VolP providers to use
ILECs' networks without paying access charges. Hewehe service must be purchased in additioheacbst of the broadband connection.
In December 2003, the FCC initiated rulemaking thaxpected to address the effect of VolP on gateier compensation, universal service
and emergency services. On March 10, 2004, the fe@ased a notice of proposed rulemaking seekingrant on the appropriate
regulatory treatment of VoIP service and relatasdés. Although the FCC's rulemaking regarding Vehbled services remains pending, the
FCC has adopted orders establishing broad guidelarehe regulation of such services, including?gmnil 2004 order in which the FCC rul:
that the IP-telephony service of AT&T, which corgeroice calls to IP format for routing over thebpa switched telephone network, is a
regulated telecommunications service subject ®rsthte access charges. In addition, in Novemh@4,26ie FCC ruled that Internet-based
services provided by Vonage Holdings Corporatiooudthbe subject to federal rather than state jigigoh. Several state commissions have
filed appeals of this decision to various fedefellate courts. Also pending at the FCC is a ipetiiled by Level 3 Communications, Inc.
asking the FCC to forbear from imposing interstatentrastate access charges on Internet-basegthatl originate or terminate on the public
switched telephone network. There can be no asseithat future rulemaking will be on terms favoeatd ILECs, or that VolP providers w
not successfully compete for the Company's custemer

Wireless telephone services increasingly constdug@gnificant source of competition with LEC sees, especially as wireless carriers
expand and improve their network coverage and noatto lower their prices. As a result, some custsrhave chosen to completely forego
use of traditional wireline phone service and iadteely solely on wireless service. The Companicguattes this trend will continue,
particularly if wireless service rates continualézline and the quality of wireless service impsovieechnological and regulatory
developments in cellular telephone, personal concations services, digital microwave, satelliteaxial cable, fiber optics, local multipoint
distribution services and other wired and wirekeshinologies are expected to further permit theelbgment of alternatives to traditional
landline services. In September 2004, the Compangunced it had entered into a reseller arrangemigmtCingular Wireless that will allo
the Company to provide wireless voice and text agisg services as part of its integrated serviéerioy. The Company currently offers
such bundled service to select markets and plaespgand its offering to the majority of its markat2005.

In addition to facing direct competition from thgs®viders described above, ILECs increasingly fam@petition from alternate
communication systems constructed by long distaacéers, large customers or alternative accesdaresnThese systems, which have
become more prevalent as a result of the 1996aketcapable of originating or terminating callshaiit use of the ILECs' networks or
switching services. Other potential sources of ogtitipn 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 trai



on a few of the ILECs' access lines. The Compatigipates that all these trends will continue agal to increased competition with the
Company's LECs.

In November 2003, the FCC adopted rules requirorgpanies to allow their customers to keep theielivie or wireless phone number when
switching to another service provider (generalfgned to as "local number portability"). For sealgrears, customers have been able to
their numbers when switching their local servicensen wireline carriers. The new rules now reglaoal number portability between
wireline and wireless carriers. This requiremenhtieto effect November 24, 2003 for wireline cars in the top 100 Metropolitan Statisti
Areas ("MSAs"). The requirement went into effectyV, 2004 for wireline carriers operating in maskemaller than the top 100 MSAs.
Local number portability may increase the numbesustomers who choose to completely forego theotiaditional wireline phone service.
To date, the costs to comply with the requiremehtscal number portability, net of the amount tlsatecoverable through the ratemaking
process, have not had a material impact on the @oypresults of operations.

Significant competitive factors in the local teleple industry include pricing, packaging of serviaad features, quality of service and
meeting customer needs such as simplified billimg tmely response to service calls.

As the telephone industry increasingly experieromespetition, the size and resources of each ragpammpetitor may increasingly
influence its prospects. Many companies currentbywiding or planning to provide competitive commeation services have substantially
greater financial and marketing resources thaiCtrapany, and several are not subject to the sagutatery constraints as the Company.

The Company anticipates that the traditional op@natof LECs will continue to be impacted by congd regulatory and technological
developments affecting the ability of LECs to paevinew services and the capability of long distarwmapanies, CLECs, wireless compar
cable television companies, VolP providers andrsthe provide competitive LEC services. Competitielating to traditional LEC services
has thus far affected large urban areas to a grestent than rural, suburban and small urban aseels as those in which the Company
operates. The Company intends to actively monitesé¢ developments, to observe the effect of enggimpetitive trends in larger markets
and to continue to evaluate new business oppoigsritiat may arise out of future technologicalidkgive and regulatory developments.

As previously mentioned, the Company has recemifgred into agreements to provide co-branded gattdlevision service and to resell
wireless service as part of its bundled productsedice offerings. The Company anticipates tisadliuted earnings will be negatively
impacted in 2005 by approximately $.04 to $.07gkere primarily due to expenses associated witingabut these new services.

While the Company expects its operating revenu@9@5 to continue to experience downward pressueeta continued access line losses
and reduced network access revenues, the Compaegteyts consolidated revenues to increase in p@ifarily due to increased demand
for its long distance, fiber transport, DSL andesthonregulated product offerings (including itsvnedeo and wireless initiatives mentioned
above).

Regulation and Competition Relating to Other Operatons

Long Distance Operations. The Company offers inBA, intrastate and interstate long distance sesiState public service commissions
generally regulate intraLATA toll calls within tteame LATA and intraLATA toll calls between diffetdnATAs located in the same state.
Federal regulators have jurisdiction over inteestatl calls. Recent state regulatory changes hasreased competition to provide infté&TA
toll services in the Company's local exchange markeompetition for intrastate and interstate |digjance services has been intense for
several years, and focuses primarily on price aiging plans, and secondarily on customer servigbility and communications quality.
Traditionally, the Company's principal competitéys providing long distance services were AT&T, MGhprint, regional phone companies
and dial-around resellers. Increasingly, however,Gompany has experienced competition from neawncss, including wireless and high-
speed broadband providers, and as a result ofaéadinal substitutions, including VolP and elecimomail.

Data Operations. In connection with its data bussnéhe Company faces competition from Internatisemproviders, satellite companies and
cable companies which offer both dial-up Interreetess services and high-speed broadband serviegs: M these providers are subject to
less rigorous regulatory scrutiny than the Compasybsidiaries. The FCC is currently conductingesgvwulemakings considering the
regulatory treatment of broadband services, theames of which could significantly impact the coniipee position of the Company and its
competitors.

Fiber Transport Operations. When the Company's fila@sport networks are used to provide intragelezommunications services, the
Company must comply with state requirements fadaihmunications utilities, including state tariffirequirements. To the extent the
Company's facilities are used to provide interstat®munications, the Company is subject to fedeglation as a non-dominant common
carrier. Due largely to excess capacity, the ftbemnsport industry is highly competitive. The Comya primary competitors are from other
communications companies, many of whom operatear&srand have resources much larger than thosedompany.

CLEC Operations. Competitive local exchange casrége subject to certain reporting and other régnyaequirements by the FCC and state
public service commissions, although the degreegilation is much less substantial than that iredas ILECs operating in the same
markets. Local governments also frequently reqeimpetitive local exchange carriers to obtain Iggmor franchises regulating the use of
rights-of-way necessary to install and operater theiworks. In each of its CLEC markets, the Comyfaces competition from the ILEC,
which traditionally has long-standing relationshipith its customers. Over time, the Company mag &édse competition from one or more
other CLECs, or from other communications providen® can provide comparable servic



OTHER DEVELOPMENTS

The Company recently implemented a new integrailiddoand customer care system. The capitalizestscof the system aggregated $207
million (before accumulated amortization) at Decem®l, 2004 and are being amortized over g&4i-period. Virtually all of the Compan:

customers were converted to the new system irRl2@d. In early 2005, the Company implemented soéw@grades and other changes to
enhance the productivity and efficiency of the egstthe cost of which was not material.

In November 2004, the Company completed its preshoannounced $400 million share repurchase prografebruary 2005, the
Company's board of directors approved an additisteatk repurchase program, authorizing the Compangpurchase up to an aggregate of
$200 million of either its common stock or convielei equity units through December 2005. In addjtthe Company currently expects,
subject to market conditions and the availabilitpther investment opportunities, to pursue tratisas that could mitigate the dilutive effect
of the Company's $500 million in Equity Units tleée currently scheduled to settle in May 2005.

SPECIAL CONSIDERATIONS
Risk Factors
We face competition, which could adversely affext u

As a result of various technological, regulatord ather changes, the telecommunications industsybleaome increasingly competitive, and
we expect these trends to continue. The numbesropanies that have requested authorization to geavaditional local exchange service in
our markets has increased in recent years, andhtigipate that others will take similar action hretfuture. Recent technological
developments have led several competitors to sotiels increase their service offerings, ofterpetes substantially below those chargec
traditional phone services. Wireless telephoneisesvincreasingly constitute a significant sourteampetition with LEC services, especie
as wireless owners expand and improve their netwovkerage and continue to lower their prices.

We expect competition to intensify as a result@frcompetitors and the development of new techmedogroducts and services. We cannot
predict which future technologies, products or e&w will be important to maintain our competitppasition or what funding will be required
to develop and provide these technologies, prodwctgrvices. Our ability to compete successfuily depend on how well we market our
products and services and on our ability to anditsi@and respond to various competitive and teclgicabfactors affecting the industry,
including changes in regulation (which may affegtifferently from our competitors), changes in smer preferences or demographics,
changes in the product offerings or pricing strete@f our competitors.

Many of our current and potential competitors henagket presence, engineering, technical and margkeapabilities and financial, person
and other resources substantially greater than tuesldition, some of our competitors can condyetrations or raise capital at a lower cost
than we can, are subject to less regulation, oe lsabstantially stronger brand names. Consequesatige competitors may be able to charge
lower prices for their products and services, teeltgp and expand their communications and netwadrastructures more quickly, to adapt
more swiftly to new or emerging technologies andngfes in customer requirements, and to devoteegresgtources to the marketing and sale
of their products and services than we can.

Competition could adversely impact us in severalsyancluding (i) the loss of customers and masketre, (ii) the possibility of customers
shifting to less profitable services, (iii) our ke® lower prices or increase marketing expensesimin competitive and (iv) our inability to
diversify by offering new products or services.

We could be harmed by rapid changes in technology.

The communications industry is experiencing sigaifit technological changes, particularly in theaaraf VolP, data transmission and
wireless communications. Some of our competitorg ergoy network advantages that will enable themrtivide services more efficiently

at lower cost. Rapid changes in technology cowdltén the development of products or services thapete with or displace those offered
by traditional LECs. If we cannot develop new prouo keep pace with technological advances, swdh products are not widely embraced
by our customers, we could be adversely impacted.

Our industry is highly regulated, and continuesindergo various fundamental regulatory changes.

As a diversified full service incumbent local exabe carrier, or ILEC, we have traditionally beebjsat to significant regulation from

federal, state and local authorities. This regatatmposes substantial compliance costs on usestdats our ability to raise rates, to compete
and to respond rapidly to changing industry condii In recent years, the communications indusisyundergone various fundamental
regulatory changes that have generally permittedpsdition in each segment of the telephone industid reduced the regulation of teleph
companies, in particular by requiring or permittici§Cs to opt out of traditional "rate of return'grdation in exchange for agreeing to
alternative forms of regulation. These alternatorens of regulation, which currently apply to ovelf our access lines, typically permit the
LEC greater freedom to establish local servicesrateexchange for agreeing not to charge ratexdass of specified caps. These and
subsequent changes could adversely affect us ligiregithe fees that we are permitted to chargeriay our tariff structures, or otherwise
changing the nature of our operations and competiti our industry. Recent rule changes that pecostomers to retain their wireline or
wireless number when switching to another serviogiger could increase the number of our customdrs choose to disconnect th



wireline service. Other pending rulemakings cowdsidha substantial impact on our operations, inolyiéh particular rulemakings on
intercarrier compensation, universal service, antP\fegulations. Litigation and different objectivemong federal and state regulators could
create uncertainty and delay our ability to respandew regulations. Moreover, changes in tax laegylations or policies could increase

tax rate, particularly if state regulators continaeearch for additional revenue sources to addredget shortfalls. We are unable to predict
the future actions of the various regulatory bodieg govern us, but such actions could materaffigct our business.

We cannot assure you that our core businessegmoill or that our diversification efforts will be sxessful.

Due to the above-cited changes, the telephone tirydioigs recently experienced a decline in access lintrastate minutes of use and long
distance minutes of use. While we have not suffaethuch as a number of other ILECs from recenistigl challenges, the recent decline in
access lines and usage, coupled with the otheigelsaresulting from competitive, technological aeguiatory developments, could materi
adversely effect our core business and future paispOur access lines declined 2.6% in 2004 anewect our access lines to decline
between 2.5% and 3.5% in 2005. We also earnedrirastate revenues in 2004 due to reductionstiastate minutes of use (partially due to
the displacement of minutes of use by wirelesgtedaic mail and other optional calling servicés)e believe our intrastate minutes of use
will continue to decline, although the magnitudeso€h decrease is uncertain.

Until recently, we have traditionally sought groviéingely through acquisitions of properties simitathose currently operated by us.
However, we cannot assure you that propertieshgilvailable for purchase on terms attractive tgasicularly if they are burdened by
regulations, pricing plans or competitive presstines are new or different from those historicalpyplicable 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 2003, we exjeghour fiber transport business
through selective asset purchases. During 2004 nte¥ed into agreements to provide co-brandedisatelevision services and to resell
wireless services as part of our bundled produdtsanvice offerings, which we anticipate will déubur earnings for 2005 by approximately
$.04 to $.07 per share. We cannot assure you tiiatoent diversification efforts will be succedsfu

We are reliant on support funds provided underriEdend state laws.

We receive a substantial portion of our revenuesifthe federal Universal Service Fund and, to selesxtent, intrastate support funds. Tt
governmental programs are reviewed and amendedtimoento time, and we cannot assure you that théyhat be changed or impacted in a
manner adverse to us. In August 2004, a federtd-giant board requested comments on the FCC'&rurules for high-cost support
payments to rural telephone companies, includimgroents on whether eligibility requirements showdamended in a manner that would
adversely affect larger rural LECs such as the GomipThe FCC is expected to act upon this requestdmments before its current rules are
scheduled to expire on June 30, 2006.

Recent changes in the nationwide average cosbpprfactors used by the FCC to allocate suppoddurave reduced our receipts from the
main support program administered by the federaéisal Service Fund. These changes reduced ogiptedrom such program by $11.3
million in 2004 compared to 2003, and we expecs¢hehanges will further reduce our receipts froohqurogram by approximately $10 to
$15 million in 2005 compared to 2004. In additite number of eligible telecommunications carriexeiving support payments from this
program continues to increase, which, coupled wilter factors, is placing additional financial gn@® on the amount of money that is
necessary and available to provide support paynterah eligible recipients, including us. As autof the continued increases in the
nationwide average cost per loop factor (causelihfited growth in the size of the USF High Cost lpogupport program and increases in
requests for support from the Universal Servicedjuwe believe the aggregate level of paymentsegeive from the Universal Service Fund
will continue to decline in the near term under B@&C's current rules.

Our future results will suffer if we do not effeaily manage our growth.

In the past few years, we have rapidly expandedparations primarily through acquisitions and rn@educt and service offerings, and we
may pursue similar growth opportunities in the fatuOur future success depends, in part, uponlalitysto manage our growth, including
our ability to:

o upgrade our billing and other information systems
o retain and attract technological, managerial@hdr key personnel

o effectively manage our day to day operations evaitempting to execute our business strategypdreking our wireline operations and our
emerging businesses

o realize the projected growth and revenue tadgteloped by management for our newly acquiredesmerging businesses, and
o continue to identify new acquisition or growthpoptunities that we can finance, consummate andatpen attractive terms.

Our rapid growth poses substantial challengesg$dolintegrate new operations into our existingress in an efficient and timely manner



successfully monitor our operations, costs, regwyatompliance and service quality, and to maintdirer necessary internal controls. We
cannot assure you that these efforts will be sisfobr that we will realize our expected operatafficiencies, cost savings, revenue
enhancements, synergies or other benefits. If @@ar able to meet these challenges effectivelyreaults of operations may be harmed.

We could be affected by certain changes in labdtersa

At December 31, 2004, approximately 26% of our eayees were members of 13 separate bargainingrepitssented by two different
unions. From time to time, our labor agreements Wiese unions lapse, and we typically negotiaddims of new agreements. In 2005, the
contracts governing approximately 71% of the uni@mkforce lapse and are scheduled to be renegdtidfe cannot predict the outcome of
these negotiations. We may be unable to reach gesements, and union employees may engage instrilark slowdowns or other labor
actions, which could materially disrupt our abilityprovide services. In addition, new labor agreets may impose significant new costs on
us, which could impair our financial condition @sults of operations in the future.

We have a substantial amount of indebtedness.

We have a substantial amount of indebtedness.cbhil hinder our ability to adjust to changing netrind economic conditions, as well as
our ability to access the capital markets to refagamaturing debt in the ordinary course of businesconnection 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 argaradditional financing will depend on,
among other factors, our financial position andgrenance, as well as prevailing market conditiond ather factors beyond our control. We
cannot assure you that we will be able to obtatfitemhal financing on terms acceptable to us alatf 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 coulddwersely affected.

Our agreements and organizational documents artalple law could limit another party's ability &@zquire 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 the holdgetovotes on all matters duly submitted to a wdtehareholders. As of February 28, 2005,
the holders of our ten-vote shares held approxim&&% of our total voting power. In addition, amlbier 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 directorss Toiuld deprive our shareholders of any
related takeover premium.

Forward-Looking Statements

This report on Form 10-K and other documents filgdis under the federal securities laws includd,fature oral or written statements or
press releases by us and our management may inclkerdain forwardeoking statements, including without limitatiorastments with respe
to our anticipated future operating and financefprmance, financial position and liquidity, gréwdpportunities and growth rates, business
prospects, regulatory and competitive outlook, streent and expenditure plans, investment resil@n€ing opportunities and sources
(including the impact of financings on our finad@asition, financial performance or credit ratihgaricing plans, strategic alternatives,
business strategies, and other similar statemémigpectations or objectives that are highlightgdvords such as "expects," "anticipates,”
“intends," "plans," "believes," "projects," "seék®stimates,"” "hopes," "should," and "may," andiations thereof and similar expressions.
Such forward-looking statements are based upojudgment and assumptions as of the date of thisrtepncerning future developments
and events, many of which are outside of our cdnfiteese forward-looking statements, and the astiomgpupon which such statements are
based, are inherently speculative and are sulgjagidertainties that could cause our actual resuliiffer materially from such statements.
These uncertainties include but are not limitethtise set forth below:

o the extent, timing, success and overall effettmpetition from wireless carriers, VoIP provide€LECSs, cable television companies and
others, including without limitation the risks thhese competitors may offer less expensive or nmm@vative products and services.

o the risks inherent in rapid technological charngeluding without limitation the risk that new tewlogies will displace our products and
services.

o the effects of ongoing changes in the regulaticthe communications industry, including withomitation (i) increased competition
resulting from the FCC's regulations relating toallonumber portability, interconnection and othetters, (ii) the final outcome of various
federal, state and local regulatory initiatives angiceedings that could impact our competitive fimsj compliance costs, capital expenditt
or prospects, and (iii) reductions in revenuesiveckfrom the federal Universal Service Fund orotturrent or future federal and state
support programs designed to compensate LECs apgeiathigh-cost markets.

o our ability to effectively manage our growth, luding without limitation our ability to (i) integite newly-acquired operations into our
operations, (ii) attract and retain technologicahnagerial and other key personnel, (iii) achienggeted growth, revenue and cost savings
targets, and (iv) otherwise monitor our operati@osts, regulatory compliance, and service quality maintain other necessary internal
controls.



o possible changes in the demand for, or pricingof products and services, including without tation (i) reduced demand for traditional
telephone services caused by greater use of wérelelmternet communications or other factors,réjuced demand for second lines and
(iii) reduced demand for our access services.

o our ability to successfully introduce new prodocservice offerings on a timely and cost-effegthasis, including without limitation our
ability to (i) successfully roll out our co-brandsditellite television service and our wireless liesservice, (ii) expand successfully our long
distance, Internet access and fiber transport@nfiferings to new or acquired markets and (fii¢lobundled service packages on terms
attractive to our customers.

o our ability to successfully take steps to mitegtite dilutive impact of the $500 million aggregstated amount of equity units which
currently commit us to sell shares of our commalsupon settlement in mid-May 2005.

o our ability to collect receivables from finandyairoubled communications companies.
o regulatory limits on our ability to change thécps for telephone services in response to industapnges.

o impediments to our ability to expand throughaattively priced acquisitions, whether caused byilagry limits, financing constraints, a
decrease in the pool of attractive target compaoniesompetition for acquisitions from other intsted buyers.

o the possible need to make abrupt and potenti@huptive changes in our business strategiesalakanges in competition, regulation,
technology, product acceptance or other factors.

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

o the impact of terrorist attacks on our business.

o other risks referenced in this report and frametio time in our other filings with the Securiteesd Exchange Commission.

o the effects of more general factors, includinthait limitation:

* changes in general industry and market conditams growth rates

* changes in labor conditions, including workfotegels and labor negotiations

* changes in interest rates or other general natjoagional or local economic conditions

* changes in legislation, regulation or public pgliincluding changes in federal rural financinggnams or changes that increase our tax rate

* increases in capital, operating, medical or adstiative costs, or the impact of new business dppdies requiring significant up-front
investments

* the continued availability of financing in amosnand on terms and conditions, necessary to suppopperations

* changes in our relationships with vendors, orftikire of these vendors to provide competitivedurcts on a timely basis
* changes in our senior debt ratings

* unfavorable outcomes of regulatory or legal pesiags, including rate proceedings

* losses or unfavorable returns on our investmantther communications companies

* delays in the construction of our networks

* changes in accounting policies, assumptionsiregts or practices adopted voluntarily or as reqliiry generally accepted accounting
principles.

For additional information, see the descriptioroof business included above, as well as Item Risfreport. Due to these uncertainties, there
can be no assurance that our anticipated resulteagur, that our judgments or assumptions withyi correct, or that unforeseen
developments will not occur. Accordingly, you aeutioned not to place undue reliance upon theseafol-looking statements, which speak
only as of the date made. We undertake no obligatiaipdate or revise any of our forward-lookingtsments for any reason, whether as a
result of new information, future events or devel@mts, or otherwise



OTHER MATTERS

The Company has certain obligations based on fedtate and local laws relating to the protectibthe environment. Costs of compliance
through 2004 have not been material and the Compamgntly has no reason to believe that such eaitbecome material.

For additional information concerning the businasd properties of the Company, see Item 7 elsewtenain, and the Consolidated Finan
Statements and notes 2, 5, 6, and 17 theretor$etifioltem 8 elsewhere herein.

Item 2. Properties.

The Company's properties consist principally aépdlone lines, central office equipment, and lardilauildings related to telephone
operations. As of December 31, 2004 and 2003, tiregany's gross property, plant and equipment ofcqipately $7.4 billion and $7.2
billion, respectively, consisted of the following:

December 31,

2004 2003
Cable and wire 53.1% 53.1
Central office 32.1 31.8
General support 10.6 11.3
Fiber transport and CLEC 2.0 1.8
Construction in progress 0.9 0.8
Other 1.3 1.2

100.0 100.0

"Cable and wire" facilities consist primarily of tied cable and aerial cable, poles, wire, conduit dops used in providing local and long
distance services. "Central office" consists prityjaf switching equipment, circuit equipment aradated facilities. "General support"
consists primarily of land, buildings, tools, fushings, fixtures, motor vehicles and work equipm#&fiber transport and CLEC" consist of
network assets and equipment to provide fiber parisand competitive local exchange services. "@anson in progress" includes property
of the foregoing categories that has not been glatservice because it is still under construction

The properties of certain of the Company's telephsarbsidiaries are subject to mortgages securangdbt of such companies. The Company
owns substantially all of the central office builgs, local administrative buildings, warehouses, storage facilities used in its telephone
operations.

For further information on the location and typdltd Company's properties, see the descriptiottseo€ompany's operations in Item 1.
Item 3. Legal Proceedings.

In Barbrasue Beattie and James Sovis, on beh#iieofiselves and all others similarly situated, \wntGe/Tel, Inc., filed on October 29, 2002
in the United States District Court for the EastBistrict of Michigan (Case No. 02-10277), the ptéfs allege that the Company unjustly
and unreasonably billed customers for inside wiegntenance services, and seek unspecified moneggisrand injunctive relief under
various legal theories on behalf of a purported<laf over two million customers in the Compangtsthone markets. The Court has not yet
ruled on the plaintiffs’ certification motion, ahds not yet set a date to resolve this issue. Gheigurrent status of this case, the Company
cannot estimate the potential impact, if any, thes case will have on its results of operations.

From time to time, the Company is involved in othesceedings incidental to its business, includidministrative hearings of state public
utility commissions relating primarily to rate makji actions relating to employee claims, occasignialvance hearings before labor
regulatory agencies and miscellaneous third partyaictions. The outcome of these other proceedigst predictable. However, the
Company does not believe that the ultimate reswiutif these other proceedings, after considerigjae insurance coverage, will have a
material adverse effect on its financial positigsults of operations or cash flows.

Item 4. Submission of Matters to a Vote of Securitydolders.
Not applicable
Executive Officers of the Registrant

Information concerning the Company's Executive €ifs, set forth at Item 10 in Part 11l hereofrisdrporated in Part | of this Report by
reference.

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchase of Eqty Securities



CenturyTel's common stock is listed on the New Y8ttick Exchange and is traded under the symbol Thk.following table sets forth the
high and low sales prices, along with the quartdilydends, for each of the quarters indicated.

Sales pr ices
------------------- Dividend per
High Low common share
2004:
First quarter $ 33.40 26.20 .0575
Second quarter $ 30.32 26.22 .0575
Third quarter $ 34.47 29.79 .0575
Fourth quarter $ 3554 31.00 .0575
2003:
First quarter $ 31.79 25.25 .0550
Second quarter $ 35.90 27.33 .0550
Third quarter $ 35.85 32.45 .0550
Fourth quarter $ 36.76 30.09 .0550

Common stock dividends during 2004 and 2003 weid g@ch quarter. As of February 28, 2005, thereevapproximately 4,700 stockhold:
of record of CenturyTel's common stock. As of Maté&h 2005, the closing stock price of CenturyTehawon stock was $33.77.

In early February 2004, the Company's board ofctirs approved a repurchase program authorizing@tmapany to repurchase up to an
aggregate of $400 million of either its common ktoc equity units prior to December 31, 2005. Tokkofving table reflects the Company's
repurchases of its common stock during the fouuthrigr of 2004, all of which were effected in opearket transactions in accordance with
the above-described program. These fourth quad@4 purchases completed the Company's $400 métiock repurchase program.

Total Approximate
Number of  Dollar Value
Shares of Shares (or

Purchased as  Units) that
Part of Publicly May Yet Be

Total Number Announced Purchased
of Shares Average Price Plans or  Under the Plans
Period Purchased P aid Per Share Programs or Programs
October 1 - October 31, 2004 265,200 $ 33.97 265,200 $ 72,882,412
November 1 - November 30, 2004 2,237,390 $ 32.88 2,237,390 $ -
December 1 - December 31, 2004 - $ - - $ -
Total 2,502,590 $ 32.99 2,502,590 $ -

The Company did not repurchase any of its equittswturing the fourth quarter of 2004.

For information regarding the Company's new shapairchase program and shares of CenturyTel comtook suthorized for issuance
under CenturyTel's equity compensation plans, tesesl 7 and 12, respectively.

Item 6. Selected Financial Data.

The following table presents certain selected clisiesied financial data (from continuing operations)of and for each of the years ended in
the five-year period ended December 31, 2004:

Selected Income Statement Data

Year ended December 31,

2004 2003 2002 2001 2000
(Dollars, excep t per share amounts, and shares expressed in thousa nds)
Operating revenues $ 2,407,372 2,367,610 1,971,996 1,679,504 1,402,357
Operating income $ 753,953 750,396 575,406 425,305 386,137
Nonrecurring gains and
losses, net (pre-tax) $ - - 3,709 33,043 -

Income from continuing operations $ 337,244 344,707 193,533 149,081 127,474




Basic earnings per share from
continuing operations $ 2.45 2.40 1.36 1.06 91

Basic earnings per share from
continuing operations, as
adjusted for goodwiill
amortization $ 2.45 2.40 1.36 1.39 1.17

Diluted earnings per share from
continuing operations $ 241 2.35 1.35 1.05 .90

Diluted earnings per share from
continuing operations, as
adjusted for goodwill

amortization $ 2.41 2.35 1.35 1.37 1.16
Dividends per common share $ .23 .22 .21 .20 .19
Average basic shares outstanding 137,215 143,583 141,613 140,743 140,069

Average diluted shares
outstanding 142,144 148,779 144,408 142,307 141,864

Diluted earnings per share and average dilutecestmrtstanding reflect the application of Emerdssyies Task Force No. 04-8 (which was
effective in fourth quarter 2004) related to thfeeff of contingent convertible debt on the diluéaainings per share calculation. Prior periods
have been restated to reflect this change. See 180t Item 8 for additional information.

Selected Balance Sheet Data

December 31,

2004 2003 2002 2001 2000

(Dollars in thousands)
Net property, plant and

equipment $ 3,341,401 3, 455,481 3,531,645 2,736,142  2,698,0 10
Goodwill $ 3,433,864 3, 425,001 3,427,281 2,087,158  2,108,3 44
Total assets $ 7,796,953 7, 895,852 7,770,408 6,318,684  6,393,2 90
Long-term debt $ 2,762,019 3, 109,302 3,578,132 2,087,500  3,050,2 92
Stockholders' equity $ 3,409,765 3, 478,516 3,088,004 2,337,380  2,032,0 79

See Items 7 and 8 for a discussion of the Compaligcentinued wireless operations.

The following table presents certain selected clitist@d operating data as of the end of each ofé¢laes in the five-year period ended
December 31, 2004:

Year ended December 31,

2004 2003 2002 2001 2000
Telephone access lines 2,313,626 2,376,118 2,414,564 1,797,643 1,800,565
Long distance lines 1,067,817 931,761 798,697 564,851 433,846

See Items 1 and 2 in Part | and Items 7 and 8 éksexherein for additional information.
Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Results of Operations
Overview

CenturyTel, Inc. ("CenturyTel") and its subsidiarighe "Company") is an integrated communicati@rmagany engaged primarily



providing local exchange, long distance, Interreeas and broadband services to customers in &2 .stdhe Company currently derives its
revenues from providing (i) local exchange teleghservices, (ii) network access services, (iiiglaiistance services,

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

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

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

On July 1, 2002, the Company acquired the locahamge telephone operations of Verizon Communicgtibrt. (“Verizon") in the state of
Alabama for approximately $1.022 billion cash. Omghist 31, 2002, the Company acquired the localan@d telephone operations of
Verizon in the state of Missouri for approximat&ty.179 billion cash. The results of operationstfier Verizon assets acquired are reflected in
the Company's consolidated results of operatiohsexyuent to each respective acquisition. See "Atpris" below and Note 2 of Notes to
Consolidated Financial Statements for additionrimation. During 2003, the Company also acquiibdrftransport assets in five central
U.S. states (which the Company operates underatme.ightCore) for $55.2 million cash.

On August 1, 2002, the Company sold substantidiligfats wireless operations principally to anikfite of ALLTEL Corporation ("Alltel") ir
exchange for an aggregate of approximately $1.88rbin cash. As a result, the Company's wirelegerations for the year ended December
31, 2002 has been reflected as discontinued opasatin the Company's consolidated statements ofria@nd cash flows. For further
information, see "Discontinued Operations" below.

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

The net income of the Company for 2004 was $337llbm compared to $344.7 million during 2003 &B01.6 million during 2002.
Diluted earnings per share for 2004 was $2.41 coetp $2.35 in 2003 and $5.56 in 2002. Income foomtinuing operations (and diluted
earnings per share from continuing operations) $&35.2 million ($2.41), $344.7 million ($2.35) a$t193.5 million ($1.35) for 2004, 2003
and 2002, respectively. The diluted earnings pareshalculation reflects the application of Emeggissues Task Force No. @4to all period
presented. See Note 13 for additional information.

Year ended December 31, 2004 2003 2002

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

Operating income $ 753,953 750,396 575,406
Interest expense (211,051) (226,751) (221,845)
Income from unconsolidated cellular entity 7,067 6,160 5,582
Nonrecurring gains and losses, net - 3,709
Other income (expense) (2,597) 2,154 (63,814)
Income tax expense (210,128) (187,252) (105,505)
Income from continuing operations 337,244 344,707 193,533
Discontinued operations, net of tax - 608,091
Net income $ 337,244 344,707 801,624
Basic earnings per share

From continuing operations $ 2.45 2.40 1.36

From discontinued operations $ - - 4.29

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

From continuing operations $ 241 2.35 1.35

From discontinued operations $ - - 4.21

Diluted earnings per share $ 241 2.35 5.56
Average basic shares outstanding 137,215 143,583 141,613

Average diluted shares outstanding 142,144 148,779 144,408




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

In addition to historical information, this managemtis discussion and analysis includes certaindaaviooking statements that are based on
current expectations only, and are subject to abmurof risks, uncertainties and assumptions, méamyhach are beyond the control of the
Company. Actual events and results may differ niatgrfrom those anticipated, estimated or projddfeone or more of these risks or
uncertainties materialize, or if underlying assuon prove incorrect. Factors that could affecualctesults include but are not limited to:
timing, success and overall effects of competiffom a wide variety of competitive providers; theks inherent in rapid technological
change; the effects of ongoing changes in the atigul of the communications industry; the Compaapiity to effectively manage its
growth, including integrating newlgequired businesses into the Company's operatimhbiang adequate numbers of qualified staff; fue
changes in the demand for, or pricing of, the Camsaproducts and services; the Company's abdigutcessfully introduce new product or
service offerings on a timely and cost-effectiveibathe Company's ability to successfully tak@st® mitigate the dilutive effect of the $500
million of equity units currently scheduled to seih May 2005; other risks referenced from timeinae in this report or other of the
Company's filings with the Securities and Excha@genmission; and the effects of more general factoch as changes in interest rates, in
tax rates, in accounting policies or practicegyperating, medical or administrative costs, in gaehmarket, labor or economic conditions, or
in legislation, regulation or public policy. Thesed other uncertainties related to the businesdeseribed in greater detail in Item 1 included
herein. You are cautioned not to place undue rediam these forward-looking statements, which sjpedkas of the date of this report. The
Company undertakes no obligation to update antsdbrward-looking statements for any reason.

OPERATING REVENUES

Year ended December 31, 2004 2003 2002

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

Local service revenues. Local service revenues@riged from the provision of local exchange telapd services in the Company's service
areas. Of the $3.5 million (.5%) increase in l®lvice revenues in 2004, $12.6 million was du¢oprovision of custom calling features to
more customers, which was partially offset by art$8illion decrease due to the decline in accessliOf the $141.7 million (24.8%)
increase in local service revenues in 2003, $121llbn was due to the properties acquired fromi¥@n in the third quarter of 2002. Of the
remaining $20.5 million increase, $8.4 million wge to the provision of custom calling featuresntare customers and $5.9 million was due
to increased rates in certain jurisdictions. Acdiegs declined 62,500 (2.6%) during 2004 compaoeal decline of 38,400 (1.6%) in 2003.
The Company believes the decline in the numbecoéss lines during 2004 and 2003 is primarily aduthé displacement of traditional
wireline telephone services by other competitivevises, including the Company's DSL product offgriBased on current conditions, the
Company expects access lines to decline betweesna.3.5% for 2005.

Network access revenues. Network access reveninearjy relate tc

(i) services provided by the Company to long distacarriers, wireless carriers and other carriedscastomers in connection with the use of
the Company's facilities to originate and termirthtgr interstate and intrastate voice and datestrassions and (i) the receipt of universal
support funds which allows the Company to recoveordion of its costs under federal and state masivery mechanisms. Certain of the
Company's interstate network access revenues aeel lom tariffed access charges filed directly withFederal Communications Commis:
("FCC"); the remainder of such revenues are denwrater revenue sharing arrangements with othel éoedange carriers ("LECs")
administered by the National Exchange Carrier Aigdion. Intrastate network access revenues aredbaséariffed access charges filed with
state regulatory agencies or are derived undenteveharing arrangements with other LECs.

Network access revenues decreased $35.5 millié#4)3in 2004 and increased $116.5 million (13.292003 due to the following factor

2004 2003
increase increase
(decrease) (decrease)

(Dollars in thousands)

Acquisitions of Verizon properties in

third quarter 2002 $ - 107,319
Recovery from the federal Universal
Service High Cost Loop support program (11,311) 250

One-time refund of access charges to
interexchange carriers in 2002 - 7,645



Intrastate revenues due to decreased

minutes of use and decreased

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

costs through revenue sharing arrangements

with other telephone companies, interstate

access revenues, increased recovery from

state support funds and return on rate base 3,980 3,513
Rate changes in certain jurisdictions 5,052 2,472
Revision of prior year revenue

settlement agreements (3,690) 7,368
Other, net (3,566) (5,289)

$ (35,451) 116,480

As indicated in the chart above, in 2004 the Comgpaperienced a reduction in its intrastate reveraf@pproximately $25.9 million
primarily due to (i) a reduction in intrastate miiesi (partially due to the displacement of minutgsvireless, electronic mail and other
optional calling services) and

(i) decreased access rates in certain statescdmesponding decrease in 2003 compared to 200%&8amillion. The Company believes
intrastate minutes will continue to decline in 208Bhough the magnitude of such decrease cannotdunésely estimated.

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

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

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

increase in 2003 was primarily attributable to 28e63% increase in the average number of long distéines served and increased minutes of
use ($32.6 million), primarily due to penetratidrtlte markets acquired from Verizon in 2002. Sutdreéase was partially offset by a decr¢

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

Data revenues. Data revenues include revenuesrisimedated to the provision of Internet accesw®es (both dial-up and DSL services)
and the provision of data transmission services special circuits and private lines. Data reverineseased $30.8 million (12.6%) in 2004
and $65.3 million (36.3%) in 2003. The $30.8 millimcrease in 2004 was primarily due to a $20.3onilincrease in Internet revenues due
primarily to growth in the number of customersnpipally due to expansion of the Company's DSL pobaffering, and an $11.3 million
increase in special access revenues due to amgeche the number of special circuits provided améhcrease in the partial recovery of
increased operating expenses through revenue grari@ngements with other telephone companies$tBe8 million increase in 2003 was
primarily due to (i) a $38.4 million increase doete acquisition of the Verizon properties in 2@02 (i) a $21.3 million increase in Internet
revenues due primarily to growth in the numberuwsgtomers in the Company's incumbent markets, pétigi due to expansion of the
Company's DSL product offering.

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

Other revenues. Other revenues include revenugtedeio (i)leasing, selling, installing and maintag customer premise telecommunicati
equipment and wiring, (ii) providing billing and ltection services for long distance carriers aiiylarticipating in the publication of local
directories. Other revenues decreased $3.5 millid8%6) during 2004 primarily due to a $3.4 millidacrease in directory revenues due to the
expiration of the Company's rights to share inrthenues of yellow page directories published made markets acquired from Verizon in
2002. Other revenues increased $23.4 million (1389003, substantially all of which is due to feperties acquired from Verizon in

2002.

OPERATING EXPENSES

Year ended December 31, 2004 2003 2002

(Dollars in thousands)
Cost of services and products (exclusive
of depreciation and amortization) $ 755,413 739,210 635,164
Selling, general and administrative 397,102 374,352 301,681
Corporate overhead costs allocated to
discontinued operations - - 9,548



Depreciation and amortization 500,904 503,652 450,197

Operating expenses $ 1,653,419 1,617,214 1,396,590

Cost of services and products. Cost of servicegandicts increased $16.2 million (2.2%) in 200dn@rrily due to (i) a $14.6 million

increase in expenses associated with operatinGahgpany's fiber transport assets acquired in Jnddb&cember 2003; (ii) an $8.5 million
increase in expenses associated with the Complatgtset operations due to an increase in the nuwiaustomers; (iii) a $7.8 million
increase in customer service and retention relatpenses; and (iv) a $6.0 million increase in ptadrations expenses. Such increases were
partially offset by a $13.8 million decrease inegx expenses (which included a one-time credi8df fillion recorded in 2004) and a $9.2
million decrease in the cost of providing retaitdpdistance service primarily due to a decreaslkdraverage cost per minute of use and a
decrease in circuit costs.

Cost of services and products increased $104.0omi{lL6.4%) in 2003 primarily due to (i) a $77.0lion increase due to the properties
acquired from Verizon in the third quarter of 200B,an $11.1 million increase in expenses assediavith the Company's Internet operati
due to an increase in the number of customersa(#7.4 million increase in expenses associatéutive Company's long distance operations
(primarily attributable to higher minutes of usetjaly offset by a decrease in the rate per miraitase),

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

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

Selling, general and administrative expenses ise@&72.7 million (24.1%) in 2003 due to (i) a $Million increase related to the Verizon
acquisitions in 2002, (ii) a $14.0 million increamebperating taxes, which included a $7.5 milldrarge arising out of various operating tax
audits in 2003, (iii) a $6.7 million increase ifarmation technology expenses largely attributablthe Company's development of the new
billing system described below under "Developmdriing System", (iv) a $4.9 million increase asfated with expanding the Company's
Internet operations due to an increase in custoaretgv) a $4.4 million increase in expenses aagettiwith the Company's long distance
operations (of which $2.4 million was due to arr@ase in billing and collection costs). Such insesawere partially offset by an $11.4
million decrease in the provision for uncollectibézeivables (as 2002 was adversely impacted bgstablishment of a $15.0 million reserve
for uncollectible receivables primarily relatedtbe bankruptcy of MCI (formerly WorldCom, Inc.), eteas 2003 was positively impacted by
a $5.0 million reduction in the provision for unleatible receivables due to the partial recovergmbunts previously written off related to
the bankruptcy of MCI).

Depreciation and amortization. Depreciation and izetion decreased $2.7 million (.5%) in 2004 amteased $53.5 million (11.9%) in
2003. The year 2004 included a reduction in deptiegi expense of $13.2 million to adjust the badesnof certain over-depreciated property,
plant and equipment accounts. In order to redueeish of similar event, in early 2005 the Compa@nplemented automated controls to
replace previous manual controls to ensure thatedégiion ceases once an asset group is fully diqteel (after consideration of salvage and
removal costs). Depreciation expense for 2004 Wssraduced by $8.4 million due to certain assetoming fully depreciated. Such
decreases were partially offset by a $16.7 miliilmrease due to higher levels of plant in senac$3.1 million adjustment in 2004 related to
depreciation of fixed assets related to the Comigamgw billing system, and a $3.0 million increasdepreciation due to the assets acquired
in connection with the Company's LightCore operaicOf the $53.5 million increase in 2003, $50.4iam was due to the properties
acquired from Verizon in 2002. The remaining insee&s primarily due to increased depreciation egpén the Company's CLEC and fiber
transport businesses (including LightCore) and didévels of plant in service.

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

INTEREST EXPENSE

Interest expense decreased $15.7 million (6.992P0% compared to 2003 partially due to $7.5 millidmonrecurring interest expense in
2003 associated with various operating tax audilie. remainder of the decrease was primarily dwedecrease in average debt outstanding.

Interest expense increased $4.9 million in 2008 arily due to $7.5 million of interest associateithwarious operating tax audits. Such
increase was partially offset by reduced intergpease due to a decrease in average debt outsgandin

INCOME FROM UNCONSOLIDATED CELLULAR ENTITY

Income from unconsolidated cellular entity was $7illion in 2004, $6.2 million in 2003 and $5.6 f@h in 2002. Such income represents
the Company's share of income from its 49% intareatcellular partnershij



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

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

INCOME TAX EXPENSE

The Company's effective income tax rate (from guaritig operations) was 38.4%, 35.2% and 35.3% id2R003 and 2002, respectively.
Income tax expense for 2003 was reduced by $21l@mprimarily as a result of reducing the valwatiallowance related to net state
operating loss carryforwards as it was more likbn not that future taxable income will be suéfitito enable the Company to utilize this
portion of the operating loss carryforwards. Fadiidnal information, see Note 12 to the Compawgssolidated financial statements
appearing elsewhere in this report.

DISCONTINUED OPERATIONS

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

Year ended December 31, 2002
(Dollars in thousands)

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

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

Included above in operating expenses for 2002b3085 million charge associated with a write-offaifamounts expended to develop the
wireless portion of the Company's new billing systdiscussed below under "Development of Billingt8gs'. Depreciation and amortization
of long-lived assets and amortizable intangibléstee to the Company's wireless operations cedaéectiee March 19, 2002, the date of the
Company's definitive sales agreement with Allteicl® cessation of depreciation and amortizationthadffect of reducing depreciation and
amortization expense of the Company's wirelessatipgrs approximately $20 million in 2002.

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

In the fourth quarter of 2004, the Company adojgstrging Issues Task Force No. 04-8, "The Effe@afitingently Convertible

Instruments on Diluted Earnings Per Share" ("EIBFB0). EITF 04-8 requires securities issuable uradetingently convertible instruments
be included in the diluted earnings per share tatiom. The Company's $165 million Series K semiotes are convertible into common stock
under various contingent circumstances, includimgdommon stock attaining a specified trading pnoexcess of the notes' fixed conversion
price. Beginning in the fourth quarter of 2004, @empany's diluted earnings per share and dildtades outstanding reflect the application
of EITF 04-8. Prior periods have been restateeétiect this change in accounting.

The Company has elected to account for employe-4tased compensation using the intrinsic valuéhotkin accordance with Accounting
Principles Board Opinion No. 25, "Accounting foo&k Issued to Employees," as allowed by StatemfelRinancial Accounting Standards
No. 123, "Accounting for Sto-Based Compensation”. In December 2004, the FiahAcicounting Standards Board issued Statement of
Financial Accounting Standards No. 123 (Revisedd20®BhareBased Payment" ("SFAS 123(R)"). SFAS 123(R) esthbk standards for t
accounting for transactions in which an entity exales its equity instruments for goods or servifesising primarily on accounting fi



transactions in which an entity obtains employe®ises in exchange for the issuance of stock opti®@FAS 123(R) requires the Company to
measure the cost of the employee services recaivexthange for an award of equity instruments thagen the fair value of the award on
the grant date. Such cost will be recognized aesxaense over the period during which the emplogeequired to provide service in
exchange for the award. SFAS 123(R) is effectiveafoawards granted after its effective date df Ju 2005. In accordance with SFAS 123
(R), compensation cost is also recognized oveagipdicable remaining vesting period for any awdhds are not fully vested as of the
effective date. The Company expects the adoptid®F#S 123(R) to decrease diluted earnings per haapproximately $.03 in 2005.

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

Although the Company generally has had no legagabbn to remove obsolete assets, depreciati@s i@t certain assets established by
regulatory authorities for the Company's telephaperations subject to Statement of Financial ActiagrStandards No. 71, "Accounting for
the Effects of Certain Types of Regulation" ("SFAB), have historically included a component fanoal costs in excess of the related
estimated salvage value. Notwithstanding the adomif SFAS 143, SFAS 71 requires the Company téimos to reflect this accumulated
liability for removal costs in excess of salvagéueseven though there is no legal obligation tooeethe assets. Therefore, the Company did
not adopt the provisions of SFAS 143 for its tetmmph operations subject to SFAS 71. For the Compaelgphone operations acquired from
Verizon in 2002 (which are not subject to SFAS &4l its other non-regulated operations, the Compasynot accrued a liability for
anticipated removal costs in the past. For theasores, the adoption of SFAS 143 did not have anmahtffect on the Company's financial
statements.

In May 2003, the Financial Accounting Standardsrassued Statement of Financial Accounting Stasel&lo. 150, "Accounting for
Financial Instruments with Characteristics of bobilities and Equity" ("SFAS 150"), which providatandards for how an issuer classifies
and measures certain financial instruments withattaristics of both liabilities and equity. SFAS0lis effective for financial instruments
entered into or modified after May 31, 2003 andd@-existing instruments as of the beginning efftlst interim period beginning after June
15, 2003. The adoption of SFAS 150 did not haveatenal impact on the Company's financial condittomesults of operations.

CRITICAL ACCOUNTING POLICIES

The Company's financial statements are preparaddardance with accounting principles that are galyeaccepted in the United States. -
preparation of these financial statements requir@sagement to make estimates and judgments tleat #fie reported amounts of assets,
liabilities, revenues and expenses. Managemeniruaily evaluates its estimates and judgments @hntythose related to (i) revenue
recognition, (ii) allowance for doubtful accoun(isi) pension and postretirement benefits and kiwig-lived assets. Actual results may differ
from these estimates. The Company believes th&inaritical accounting policies involve a highgrgree of judgment or complexity,
including those described below.

Revenue recognition. Certain of the Company's stée network access and data revenues are basauffenl access charges filed directly
with the FCC; the remainder of such revenues iveérfrom revenue sharing arrangements with otf&€4 administered by the National
Exchange Carrier Association. In the second quait2004, the Company revised certain estimateseftwgnizing interstate revenues.
Previously, the Company initially recognized intats revenues at a rate of return lower than tlieoaized rate of return prescribed by the
FCC to allow for potential decreases in demanctioerofactor changes which could decrease the agtlimte of return over the respective
monitoring periods. As the monitoring periods pesged, the Company recorded additional revenuaislyaip to the achieved rate of return.
In the second quarter of 2004, the Company begaerghy recognizing such interstate network accessnues at the authorized rate of
return, unless the actual achieved rate of retias lwwer than authorized.

The Telecommunications Act of 1996 allows localtetge carriers to file access tariffs on a strezadlibasis and, if certain criteria are met,
deems those tariffs lawful. Tariffs that have bedgemed lawful" in effect nullify an interexchangarier's ability to seek refunds should the
earnings from the tariffs ultimately result in eiags above the authorized rate of return prescrilyetthe FCC. Certain of the Company's
telephone subsidiaries file interstate tariffs diewith the FCC using this streamlined filing apach. As of December 31, 2004, the amount
of the Company's earnings in excess of the authdniate of return reflected as a liability on tladaince sheet for the combined 2001/2002
2003/2004 monitoring periods aggregated approxiip&@3 million. The settlement period related fotie 2001/2002 monitoring period
lapses on September 30, 2005 and (ii) the 2003/&tf4toring period lapses on September 30, 200&.ddmpany will continue to monitor
the legal status of any pending or future procegsithat could impact its entitlement to these fuadsl may recognize as revenue some or all
of the over-earnings at the end of the settlemeribg or as the legal status becomes more certain.

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

Pension and postretirement benefits. The amouotgnézed in the Company's financial statementde@lto pension and postretirem



benefits are determined on an actuarial basis,wiitizes many assumptions in the calculationumhsamounts. A significant assumption
used in determining the Company's pension and gtostment expense is the expected long-term ratetofn on plan assets. For 2003, the
Company lowered its expected long-term rate ofrretun plan assets to 8.25%, reflecting the expettederation of long-term rates of return
in the financial markets, and used the same ra2004.

Another assumption used in the determination ofdbmpany's pension and postretirement benefit gdigations is the appropriate discount
rate, which is generally based on the yield on {tjghlity corporate bonds. The Company loweredssimed discount rate to 5.75% at
December 31, 2004 from 6.0% at December 31, 20B8n@es in the discount rate are not generally égde¢o have a material impact on the
Company's results of operations.

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

SFAS 142 requires goodwill recorded in businesshinations to be reviewed for impairment at leastuedly and requires write-downs only
in periods in which the recorded amount of goodesiteeds the fair value. Under SFAS 142, impairmégbodwill is tested by comparing
the fair value of the reporting unit to its carnyimalue (including goodwill). Estimates of the faalue of the reporting unit are based on
valuation models using techniques such as multipiesmrnings (before interest, taxes and depreciand amortization). If the fair value of
the reporting unit is less than the carrying valueecond calculation is required in which the iegpfair value of goodwill is compared to its
carrying value. If the implied fair value of goodws less than its carrying value, goodwill must\ritten down to its implied fair value. The
Company completed the required annual test of gdbidupairment (as of September 30, 2004) under SAA2 and determined its 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 amount cannot be reede by assessing the recoverability of the cagyialue through estimated undiscounted
net cash flows expected to be generated by thésasiste undiscounted net cash flows are less tha carrying value, an impairment loss
would be measured as the excess of the carryingg\aila long-lived asset over its fair value.

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

INFLATION

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

MARKET RISK

The Company is exposed to market risk from chanmgegerest rates on its long-term debt obligatioftse Company has estimated its market
risk using sensitivity analysis. Market risk is ihefd as the potential change in the fair value fi¥ed-rate debt obligation due to a
hypothetical adverse change in interest rates.viadte of long-term debt obligations is determibaded on a discounted cash flow analysis,
using the rates and maturities of these obligattmmspared to terms and rates currently availabthériong-term financing markets. The
results of the sensitivity analysis used to esttnmaarket risk are presented below, although theahotsults may differ from these estimates.

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

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



At December 31, 2004, the Company had outstandingfair value interest rate hedges associated thvtiull $500 million aggregate
principal amount of its Series L senior notes, 80&2, that pay interest at a fixed rate of 7.875%ese hedges are "fixed to variable" interest
rate swaps that effectively convert the Comparnyétifrate interest payment obligations under tiedes into obligations to pay variable re
that range from the six-month London InterBank @fteRate ("LIBOR") plus 3.229% to the six-month OB plus 3.67%, with settlement
and rate reset dates occurring each six monthaghrthe expiration of the hedges in August 2012DAtember 31, 2004, the Company
realized a rate under these hedges of 6.4%. Intexpense was reduced by $10.3 million during 2894 result of these hedges. The
aggregate fair market value of these hedges wasrilion at December 31, 2004 and is reflectechlast a liability and as a decrease in the
Company's underlying long-term debt on the DecerBtheP004 balance sheet. With respect to theseeseduarket risk is estimated as the
potential change in the fair value of the hedgeltesy from a hypothetical 10% increase in the fardrates used to determine the fair value.
A hypothetical 10% increase in the forward ratesioesult in a $15.5 million decrease in the failue of these hedges.

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

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

DEVELOPMENT OF BILLING SYSTEM

The Company recently implemented a new integrailéddband customer care system. The costs to @gvelich system have been accounted
for in accordance with Statement of Position 98At,counting for the Costs of Computer Software Deped or Obtained for Internal Use".
The capitalized costs of the system aggregated 820idn (before accumulated amortization) at Debem31, 2004 and are being amortized
over a 20-year period. Virtually all of the Compangustomers were converted to the new systemer2l@z04. In early 2005, the Company
implemented software upgrades and other changashiance the productivity and efficiency of the egstthe cost of which was not mater
During the development phase of the new billingesys the Company capitalized payroll related cossmployees dedicated to the project.
The Company began expensing these costs in late B00does not expect the impact thereof to hawatarial adverse effect on its result
operations.

LIQUIDITY AND CAPITAL RESOURCES

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

Operating activities. Net cash provided by operp#intivities from continuing operations was $95%5i8ion, $1.068 billion and $793.4
million in 2004, 2003 and 2002, respectively. Tharpany's accompanying consolidated statementssbfftawvs identify major differences
between net income and net cash provided by opgratitivities for each of those years. For add#lonformation relating to the continuing
and discontinued operations of the Company, seallResf Operations.

Investing activities. Net cash used in investingvétes from continuing operations was $413.3 inill, $464.6 million and $2.623 billion in
2004, 2003 and 2002, respectively. Cash used fprisitions was $86.2 million in 2003 (primarily dteethe acquisitions of fiber transport
assets and the acquisition of an additional 2418%eést in a telephone company in which the Compuavrys a majority interest) and $2.245
billion in 2002 (substantially all of which relatesthe 2002 Verizon acquisitions). Proceeds frbendales of assets were $4.1 million in 2002
(excluding the Company's 2002 wireless divestitugpital expenditures from continuing operationsry 2004, 2003 and 2002 were
$385.3 million, $377.9 million and $386.3 milliorespectively. In the third quarter of 2004, the @amy entered into a three-year agreement
with EchoStar Communications Corporation ("EchoStr provide co-branded satellite television seegi to the Company's customers. As
part of the transaction, the Company paid $25.0onito EchoStar (see Note 4 for additional infotio).

Financing activities. Net cash provided by (us€dimancing activities from continuing operationasW$578.5) million in 2004, ($403.8)
million in 2003 and $506.3 million in 2002. Paymenf debt were $179.4 million in 2004 and $432.8iom in 2003. Proceeds from the
issuance of debt, net of debt payments, were $58illién during 2002. The Company repurchased h3illon shares of common stock for
$401.0 million in 2004 to complete its stock refwase program approved in February 2004.

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wased at $25 and consisted initially of a
beneficial interest in a CenturyTel senior unsegurete with a principal amount of $25 and a contra@urchase shares of CenturyTel
common stock no later than May 2005. As discussdallg the senior notes were remarketed in Febr2@®p. Each stock purchase conti



will generally require the holder to purchase betwe5944 and .8741 of a share of CenturyTel comstaek in May 2005 in exchange for
$25, subject to certain adjustments and exceptibims total distributions on the equity units weriially set at an initial annual rate of
6.875%, consisting of interest (6.02%) and contaaigistment payments (0.855%).

In the third quarter of 2002, the Company issue@0$billion of senior notes due 2012 (which beaeiiast at 7.875%) and $165 million of
convertible senior debentures (which bear inteatdt75% and which may be converted under certanied circumstances into shares of
CenturyTel common stock at a conversion price &.485 per share). Holders of the convertible setdédrentures will have the right to
require the Company to purchase all or a portiothefdebentures on August 1, 2006, August 1, 20@0Aagust 1, 2017 at par plus any
accrued and unpaid interest to the purchase datedelitional information, see Note 6 to the Conmysoonsolidated financial statements
appearing elsewhere in this report.

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

The Company used proceeds from the sale of theeatbescribed equity units, senior notes and corblersienior debentures, along with the
proceeds received from the sale of the Company&legis operations and utilization of its $800 roiilicredit facilities, to finance the third
quarter 2002 acquisitions of telephone propertieslabama and Missouri from Verizon which aggredé2.201 billion, the redemption of
$400 million principal amount in remarketable dséturities (plus an associated $71.1 million premgayment) in October 2002 and the
Company's fourth quarter 2002 estimated tax paymeétith aggregated $290 million and included thigaltion to pay taxes associated with
the sale of substantially all of its wireless opierss.

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

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

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

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

(1) For additional information on the terms of tBempany's outstanding debt instruments, see foa®td the consolidated financial
statements included in Item 8 of this annual report

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

In February 2005, the Company remarketed approxin&460 million aggregate principal amount of$800 million of outstanding Series J
senior notes due 2007 at a rate of 4.628%. In adimmewith the remarketing, the Company purchasetiratired approximately $400 million
aggregate principal amount of the notes, resultirgpproximately $100 million aggregate principaiaunt of such notes remaining
outstanding. Proceeds to purchase such notes cametfe February 2005 issuance of $350 million B¥ia notes, Series M, due 2015 and
cash on hand. The Company expects to incur a greki@rge of approximately $6 million in the firatarter of 2005 related to purchasing and
retiring approximately $400 million of the Serienates. For additional information, see Note éhio €ompany's consolidated financial
statements appearing elsewhere in this report.

In early 2005, the Company filed preliminary cortssalicitation materials with the Securities anccEange Commission describing plan:



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

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

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

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

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

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

The following table reflects the Company's deltiotal capitalization percentage and ratio of eaysito fixed charges and preferred stock
dividends as of and for the years ended Decemhber 31

20 04 2003 2002

Debt to total capitalization 46 9% 47.8 54.2
Ratio of earnings from continuing

operations to fixed charges

and preferred stock dividends 3. 57 3.33 2.33

REGULATION AND COMPETITION

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

Events affecting the communications industry. |88,%he United States Congress enacted the Teleooinations Act of 1996 (the "1996
Act"), which obligates LECs to permit competitoosiiterconnect their facilities to the LEC's netlvand to take various other steps that are
designed to promote competition. Under the 1996sAatral telephone company exemption, approximdi@p of the Company's telephone
access lines are exempt from certain of thesecatgrection requirements unless and until the apjatepstate regulatory commission
overrides the exemption upon receipt from a congretif a bona fide request meeting certain crite



During 2003, the FCC released new rules outliniregdbligations of incumbent LECs to lease to coitgrstelements of their circuit-
switched networks on an unbundled basis at pritatssubstantially limited the profitability of thearrangements to incumbent LECs. On
March 2, 2004, a federal appellate court vacatgaifsiant portions of these rules, including thenstards used to determine which unbundled
network elements must be made available to conmpgtiin response to this court decision, on FelgrdaR005, the FCC released rules
(effective March 11, 2005) that require incumbeRUs to lease a network element only in those sitagtwhere 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

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

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

On August 16, 2004, the Federal State Joint Boardmiversal Service released a notice requestinghoents on the FCC's current rules for
the provision of higheost support for rural companies, including comraemt whether eligibility requirements should be adez in a mann
that would adversely affect larger rural LECs sastthe Company. The FCC has taken various othes Bteanticipation of restructuring
universal service support mechanisms, includingioyea docket that will change the method of fugdiontributions. The FCC is expected
to act before its current rules are scheduled pirexon June 30, 2006. Congress is also exploramgus universal service issues ranging f
targeted universal service legislation to re-wgtthe 1996 Act. The Company has been and will comstto be active in monitoring these
developments.

Technological developments have led to the devedopirof new services that compete with traditionaClLservices. 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. Recent improvements énghality of "Voice-over-Internet
Protocol" ("VolP") service have led several largble television and telephone companies, as wallaatup companies, to substantially
increase their offerings of VoIP service to businasd residential customers. VolP providers roatks 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 be priced below thoseerily charged for traditional local and
long distance telephone services for several reasociuding lower network cost structures anddheent ability of VolP providers to use
ILECs' networks without paying access charges. Hewehe service must be purchased in additioheacbst of the broadband connection.
In December 2003, the FCC initiated rulemaking thaxpected to address the effect of VolP on gateier compensation, universal service
and emergency services. On March 10, 2004, the fe®@ased a notice of proposed rulemaking seekingrent on the appropriate
regulatory treatment of VoIP service and relatasdés. Although the FCC's rulemaking regarding Vehbled services remains pending, the
FCC has adopted orders establishing broad guidelarehe regulation of such services, including?gmnil 2004 order in which the FCC rul
that the IP-telephony service of AT&T, which corgeroice calls to IP format for routing over thebpa switched telephone network, is a
regulated telecommunications service subject &rstate access charges. In addition, in Novemb@4,28e FCC ruled that Internet-based
services provided by Vonage Holdings Corporatiooudthbe subject to federal rather than state jicigoh. Several state commissions have
filed appeals of this decision to various fedefellate courts. Also pending at the FCC is a ipetiiled by Level 3 Communications, Inc.
asking the FCC to forbear from imposing interstatentrastate access charges on Internet-basegtbatl originate or terminate on the public
switched telephone network. There can be no asseithat future rulemaking will be on terms favoeatd ILECs, or that VolP providers w
not successfully compete for the Company's custemer

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

Recent events affecting the Company. During thieféas years, several states in which the Compasyshastantial operations took
legislative or regulatory steps to further introdwompetition into the LEC business. The numbeamwoofpanies which have requested
authorization to provide local exchange servicthenCompany's service areas has increased in rgearst, especially in the markets acqu



from Verizon in 2002 and 2000, and it is anticipbtieat similar action may be taken by others infthere.
State alternative regulation plans recently adoptedertain of the Company's LECs have also aftemgenue growth recently.

Certain long distance carriers continue to reqtrestthe Company reduce intrastate access taridted for certain of its LECs. In addition,
the Company has recently experienced reductioirgrimstate traffic, partially due to the displaceref minutes by wireless and electronic
mail services. In 2004 the Company incurred a rédudn its intrastate revenues of approximatel$.92million compared to 2003 primarily
due to these factors. The corresponding decrea20® compared to 2002 was $6.8 million. The Comgmalieves such trend of decreased
intrastate minutes will continue in 2005, althoulge magnitude of such decrease cannot be prec@sgiyated.

In January 2003, the Louisiana Public Service Cogsion staff began reviewing the feasibility of certing the $42 million Louisiana Local
Optional Service Fund ("LOS Fund") into a stateversal service fund. Currently, the LOS Fund isdiesh primarily by BellSouth, which
proposes to expand the base of contributors irtd. @S Fund. The Company currently receives apprateéip $21 million from the LOS

Fund each year. Although the Commission staff baesmmended to transfer the fund's $42 million $tede universal service fund, there can
be no assurance that the Commission will adoptrédemmendation or that funding will remain at entrlevels.

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

Other matters. The Company's regulated telephoaetipns (except for the properties acquired fromnizbn in 2002) are subject to the
provisions of Statement of Financial Accountingr8i@rds No. 71, "Accounting for the Effects of Carfaypes 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 regulatssets and liabilities are required to be reabatel, accordingly, reflected in the balance
sheet of an entity subject to SFAS 71. The Comgsnyonitoring the ongoing applicability of SFAS félits regulated telephone operations
due to the changing regulatory, competitive andéslative environments, and it is possible that gesnin regulation, legislation or
competition or in the demand for regulated servargsroducts could result in the Company's teleghmperations no longer being subject to
SFAS 71 in the near future.

Statement of Financial Accounting Standards No, 1RB&gulated Enterprises - Accounting for the Digagauance of Application of FASB
Statement No. 71" ("SFAS 101"), specifies the antiog required when an enterprise ceases to meefiteria for application of SFAS 71.
SFAS 101 requires the elimination of the effectaimy actions of regulators that have been recodraseassets and liabilities in accordance
with SFAS 71 but would not have been recognizeasasts and liabilities by nonregulated enterpridegreciation rates of certain assets
established by regulatory authorities for the Conyfmtelephone operations subject to SFAS 71 histerltally included a component for
removal costs in excess of the related estimatedgavalue. Notwithstanding the adoption of SFAS,ISFAS 71 requires the Company to
continue to reflect this accumulated liability f@emoval costs in excess of salvage value even ththege is no legal obligation to remove the
assets. Therefore, the Company did not adopt inagions of SFAS 143 for its telephone operatiantgect to SFAS 71. SFAS 101 further
provides that the carrying amounts of propertynpénd equipment are to be adjusted only to thenéxhe assets are impaired and that
impairment shall be judged in the same mannerrasdoregulated enterprises.

The Company's consolidated balance sheet as ohilege31, 2004 included regulatory assets of appratély $3.0 million (primarily
deferred costs related to financing costs and edgryl proceedings) and regulatory liabilities opagximately $200.3 million related to
estimated removal costs embedded in accumulata@dapon (as described above). Net deferred incaassets related to the regulatory
assets and liabilities quantified above were $n&lRon.

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

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

ltem 7A. Quantitative and Qualitative Disclosure Almut Market Risk

For information pertaining to the Company's marisk disclosure, see "ltem 7 - Management's Disonsand Analysis of Financial
Condition and Results of Operations - Market Risk".



Item 8. Financial Statements and Supplementary Dat

Report of Management

The Shareholders
CenturyTel, Inc.:

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

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

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

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

The Audit Committee of the Board of Directors ismgmnsed of independent directors who are not oBiceremployees of the Company. The
Committee meets periodically with the external gardj internal auditors and management. The Comaenttonsiders the independence of the
external auditors and the audit scope and discustgraal control, financial and reporting matté8sth the external and internal auditors h
free access to the Committee.

R Stewart Ewi ng, Jr.
Executive Vice President and Chief Financial Oficer
March 16, 2005



Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
CenturyTel, Inc.:

We have audited the consolidated financial statésn@nCenturyTel, Inc. and subsidiaries as listettéam 15a(i). In connection with our
audits of the consolidated financial statementsalse have audited the financial statement scheahulisted in Item 15a(ii). These
consolidated financial statements and financiakstant schedule are the responsibility of the Campisananagement. Our responsibility i
express an opinion on these consolidated finasta@¢ments and financial statement schedule basedraudits.

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

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the financial position of
CenturyTel, Inc. and subsidiaries as of DecembeRB@4 and 2003, and the results of their operatéomd their cash flows for each of the
years in the thre-year period ended December 31, 2004, in conformiitly U.S. generally accepted accounting principhdso in our opinior
the related financial statement schedule, whenideres in relation to the basic consolidated finalnstatements taken as a whole, presents
fairly, in all material respects, the informaticet $orth therein.

As discussed in note 1 to the consolidated findistéiements, the Company changed its method ofuating for goodwill and other
intangible assets in 2002.

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

/sl KPMG LLP

Shreveport, Louisiana
March 14, 2005



Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
CenturyTel, Inc.:

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

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

A company's internal control over financial repogtis a process designed to provide reasonableasssuregarding the reliability of financ
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (ajpeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseatdimpany;

(2) provide reasonable assurance that transadi@nsecorded as necessary to permit preparatifinasfcial statements in accordance with
generally accepted accounting principles, andrdwdipts and expenditures of the company are bmadg only in accordance with
authorizations of management and directors of timepany; and (3) provide reasonable assurance rieggscevention or timely detection of
unauthorized acquisition, use, or disposition ef¢bmpany's assets that could have a material efifethe financial statements.

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

In our opinion, management's assessment that Gamtiuinc. maintained effective internal controleoinancial reporting as of December
31, 2004, is fairly stated, in all material resgettased on criteria established in Internal Céntntegrated Framework issued by the
Committee of Sponsoring Organizations of the Tremd@ommission (COSO). Also, in our opinion, Cenfiely Inc. maintained, in all
material respects, effective internal control diegincial reporting as of December 31, 2004, basedriteria established in Internal Control--
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway CommissioD$0).

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
financial statements of CenturyTel, Inc. and subsiels and related financial statement schedulistasl in Items 15(a)(i) and 15(a)(ii),
respectively, and our report dated March 14, 20@Bessed an unqualified opinion on those consditifihancial statements and related
financial statement schedule. Such report refeesdlbange in the method of accounting for goodavitl other intangible assets in 2002.

/sl KPMG LLP

Shreveport, Louisiana
March 14, 2005



CENTURYTEL, INC.
Consolidated Statements of Income

Year ended December 31,

2004 2003 2002

(Dollars, except per share amounts,
and shares in thousands)
OPERATING REVENUES $ 2,407,372 2,367,610 1,971,996

OPERATING EXPENSES
Cost of services and products (exclusive of

depreciation and amortization) 755,413 739,210 635,164
Selling, general and administrative 397,102 374,352 301,681
Corporate overhead costs allocable to

discontinued operations - - 9,548
Depreciation and amortization 500,904 503,652 450,197

Total operating expenses 1,653,419 1,617,214 1,396,590
OPERATING INCOME 753,953 750,396 575,406

OTHER INCOME (EXPENSE)

Interest expense (211,051) (226,751) (221,845)

Income from unconsolidated cellular entity 7,067 6,160 5,582

Nonrecurring gains and losses, net - - 3,709

Other income (expense) (2,597) 2,154 (63,814)
Total other income (expense) (206,581) (218,437) (276,368)

INCOME FROM CONTINUING OPERATIONS

BEFORE INCOME TAX EXPENSE 547,372 531,959 299,038
Income tax expense 210,128 187,252 105,505
INCOME FROM CONTINUING OPERATIONS 337,244 344,707 193,533

DISCONTINUED OPERATIONS
Income from discontinued operations,
net of $284,459 tax - - 608,091

NET INCOME $ 337,244 344,707 801,624

Basic earnings per share

From continuing operations $ 2.45 2.40 1.36

From discontinued operations $ - - 4.29

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

From continuing operations $ 241 2.35 1.35

From discontinued operations $ - - 4.21

Diluted earnings per share $ 241 2.35 5.56
DIVIDENDS PER COMMON SHARE $ .23 .22 21
AVERAGE BASIC SHARES OUTSTANDING 137,215 143,583 141,613
AVERAGE DILUTED SHARES OUTSTANDING 142,144 148,779 144,408

See accompanying notes to consolidated financ#tsients.



CENTURYTEL, INC.
Consolidated Statements of Comprehensive Income

NET INCOME

OTHER COMPREHENSIVE INCOME, NET OF TAXES
Minimum pension liability adjustment:
Minimum pension liability adjustment,
net of ($5,916) $19,312 and
($19,312) tax

Unrealized holding gains:
Unrealized holding gains related to
marketable securities arising
during the period, net of $940 tax

Derivative instruments:
Net losses on derivatives hedging
variability of cash flows, net
of ($219), ($36) and ($496) tax
Less: reclassification adjustment for
losses included in net income,
net of $487 and $44 tax

COMPREHENSIVE INCOME

Year ended December 31,

2004

2003

2002

(Dollars in thousands)

$ 337,244 344,707 801,624
(9,491) 35,864 (35,864)
1,508 - -
(351) (67) (921)
- 906 82
$ 328,910 381,410 764,921

See accompanying notes to consolidated financsisients.



CENTURYTEL, INC.
Consolidated Balance Sheets

December 31,

2004 2003
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 167,215 203,181
Accounts receivable
Customers, less allowance of
$12,766 and $13,862 161,827 163,526
Interexchange carriers and other, less
allowance of $8,421 and $9,817 70,753 72,661
Materials and supplies, at average cost 5,361 9,229
Other 14,691 14,342
Total current assets 419,847 462,939
NET PROPERTY, PLANT AND EQUIPMENT 3,341,401 3,455,481
GOODWILL AND OTHER ASSETS
Goodwill 3,433,864 3,425,001
Other 601,841 552,431
Total investments and other assets 4,035,705 3,977,432
TOTAL ASSETS $ 7,796,953 7,895,852
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt $ 249,617 72,453
Accounts payable 141,618 124,320
Accrued expenses and other current liabilities
Salaries and benefits 60,858 55,497
Income taxes 54,648 43,082
Other taxes 47,763 35,532
Interest 67,379 64,247
Other 18,875 31,640
Advance billings and customer deposits 50,860 44,612
Total current liabilities 691,618 471,383
LONG-TERM DEBT 2,762,019 3,109,302
DEFERRED CREDITS AND OTHER LIABILITIES 933,551 836,651
STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
350,000,000 shares, issued and outstanding
132,373,912 and 144,364,168 shares 132,374 144,364
Paid-in capital 222,205 576,515
Accumulated other comprehensive loss, net of t ax (8,334) -
Retained earnings 3,055,545 2,750,162
Unearned ESOP shares - (500)
Preferred stock - non-redeemable 7,975 7,975
Total stockholders' equity 3,409,765 3,478,516
TOTAL LIABILITIES AND EQUITY $ 7,796,953 7,895,852

See accompanying notes to consolidated financsistents.



CENTURYTEL, INC.
Consolidated Statements of Cash Flows

Year ended December 31,

2004 2003 2002

(Dollars in thousands)
OPERATING ACTIVITIES FROM CONTINUING OPERATIONS
Net income $ 337,244 344,707 801,624
Adjustments to reconcile net income to net
cash provided by operating activities from
continuing operations

Income from discontinued operations, net of tax - - (608,091)
Depreciation and amortization 500,904 503,652 450,197
Deferred income taxes 74,374 128,706 71,112
Income from unconsolidated cellular entit y (7,067) (6,160) (5,582)
Nonrecurring gains and losses, net - - (3,709)
Changes in current assets and current lia bilities

Accounts receivable 2,937 37,980 (13,481)

Accounts payable 15,514 47,972 3,769

Accrued taxes 27,040 57,709 43,046

Other current assets and other curren t

liabilities, net 12,831 17,323 36,316
Retirement benefits 26,954 (14,739) (9,416)
Increase in noncurrent assets (31,714) (23,528) (30,543)
Increase (decrease) in other noncurrent | iabilities (6,220) (6,151) 35,489
Other, net 3,034 (19,507) 22,703

Net cash provided by operating activi ties

from continuing operations 955,831 1,067,964 793,434

INVESTING ACTIVITIES FROM CONTINUING OPERATIONS

Acquisitions, net of cash acquired (2,000) (86,243) (2,245,026)
Payments for property, plant and equipment (385,316) (377,939) (386,267)
Investment in debt security (25,000) - -
Proceeds from sale of assets - - 4,144
Distributions from unconsolidated cellular ent ity 8,219 1,104 5,438
Other, net (9,214) (1,560) (1,378)

Net cash used in investing activities
from continuing operations (413,311) (464,638) (2,623,089)

FINANCING ACTIVITIES FROM CONTINUING OPERATIONS

Proceeds from issuance of debt - - 2,123,618
Payments of debt (179,393) (432,258) (1,592,246)
Repurchase of common stock (401,013) - -
Proceeds from settlement of interest rate hedg e contract - 22,315 -
Proceeds from issuance of common stock 29,485 33,980 29,125
Payment of debt issuance costs - - (12,999)
Payment of equity unit issuance costs - - (15,867)
Cash dividends (31,861) (32,017) (30,156)
Other, net 4,296 4,174 4,866
Net cash provided by (used in) financ ing
activities from continuing operation S (578,486) (403,806) 506,341
Net cash provided by discontinued operations - - 1,323,479
Net increase (decrease) in cash and cash equivalent s (35,966) 199,520 165
Cash and cash equivalents at beginning of year 203,181 3,661 3,496
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 167,215 203,181 3,661

See accompanying notes to consolidated financ#tsients.



CENTURYTEL, INC.

Consolidated Statements of Stockholders' Equity

Year ended December 31,

2004 2003

2002

COMMON STOCK

(Dollars, except per share amounts

and shares in thousands)

Balance at beginning of year $ 144,364 142,956 141,233

Repurchase of common stock (13,396) - -

Issuance of common stock through dividend

reinvestment, incentive and benefit plans 1,406 1,408 1,723
Balance at end of year 132,374 144,364 142,956
PAID-IN CAPITAL

Balance at beginning of year 576,515 537,804 524,668

Repurchase of common stock (387,617) - -

Issuance of common stock through dividend

reinvestment, incentive and benefit plans 28,079 32,572 27,402

Equity unit issuance costs and initial contrac t

adjustment liability - - (24,377)

Amortization of unearned compensation and othe r 5,228 6,139 10,111
Balance at end of year 222,205 576,515 537,804

ACCUMULATED OTHER COMPREHENSIVE LOSS,
NET OF TAX

Balance at beginning of year - (36,703) -

Change in other comprehensive income (loss)

(net of reclassification adjustment), net of tax (8,334) 36,703 (36,703)
Balance at end of year (8,334) - (36,703)

RETAINED EARNINGS
Balance at beginning of year
Net income
Cash dividends declared
Common stock - $.23, $.22 and $.21 per sh
Preferred stock

are

2,750,162 2,437,472 1,666,004

337,244 344,707 801,624
(31,462) (31,618) (29,757)
(399)  (399)  (399)

Balance at end of year

3,055,545 2,750,162 2,437,472

UNEARNED ESOP SHARES

Balance at beginning of year (500) (1,500) (2,500)
Release of ESOP shares 500 1,000 1,000
Balance at end of year - (500) (1,500)
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning and end of year 7,975 7,975 7,975
TOTAL STOCKHOLDERS' EQUITY $ 3,409,765 3,478,516 3,088,004
COMMON SHARES OUTSTANDING
Balance at beginning of year 144,364 142,956 141,233
Repurchase of common stock (13,396) - -
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 1,406 1,408 1,723
Balance at end of year 132,374 144,364 142,956

See accompanying notes to consolidated financsgisients.



CENTURYTEL, INC.
Notes to Consolidated Financial Statements
December 31, 2004
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The consolidated ficial statements of CenturyTel, Inc. and its subsies (the "Company") include the
accounts of CenturyTel, Inc. ("CenturyTel") andritajority-owned subsidiaries.

Regulatory accountingFhe Company's regulated telephone operations ffexoethe properties acquired from Verizon in 2p8& subject 1
the provisions of Statement of Financial Account8tgndards No. 71, "Accounting for the Effects eft@in Types of Regulation" ("SFAS
71"). Actions by regulators can provide reasonalsurance of the recognition of an asset, reduenoinate the value of an asset and
impose a liability on a regulated enterprise. Sugjulatory assets and liabilities are requiredegedrorded and, accordingly, reflected in the
balance sheet of an entity subject to SFAS 71.0dmapany is monitoring the ongoing applicabilitySFAS 71 to its regulated telephone
operations due to the changing regulatory, competénd legislative environments, and it is possthiat changes in regulation, legislation or
competition or in the demand for regulated servargsroducts could result in the Company's telephmperations no longer being subject to
SFAS 71 in the near future. The Company's congaltdbalance sheet as of December 31, 2004 inchedpdatory assets of approximately
$3.0 million (primarily deferred costs related imaincing costs and regulatory proceedings) andaémy liabilities of approximately $200.3
million related to estimated removal costs embeddetcumulated depreciation (as required to berdsd by regulators). Net deferred
income tax assets related to the regulatory aaset$iabilities quantified above were $75.2 million

Estimates - The preparation of financial statement®nformity with generally accepted accountimmgiples requires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosuir@atingent assets and liabilities at the date
of the financial statements and the reported ansoofitevenues and expenses during the reportingdoekctual results may differ from tho
estimates.

Revenue recognition - Revenues are generally répednvhen services are provided or when produetsialivered to customers. Revenue
that is billed in advance includes monthly recugniretwork access services, special access seancksonthly recurring local line charges.
The unearned portion of this revenue is initialifetred as a component of advanced billings antbmes deposits on the Company's bale
sheet and recognized as revenue over the peribththaervices are provided. Revenue that is bifletrears includes nonrecurring network
access services, nonrecurring local services argldestance services. The earned but unbilledgouf this revenue is recognized as reve
in the period that the services are provided.

Certain of the Company's telephone subsidiariesczate in revenue sharing arrangements with aiflephone companies for interstate
revenue and for certain intrastate revenue. Suatirgharrangements are funded by toll revenue ardfoess charges within state
jurisdictions and by access charges in the interstearket. Revenues earned through the variouggharangements are initially record
based on the Company's estimates.

Property, plant and equipment - Telephone plastated at original cost. Normal retirements ofghlene plant are charged against
accumulated depreciation, along with the costewofaval, less salvage, with no gain or loss recaghiRenewals and betterments of plant
and equipment are capitalized while repairs, a$ agtenewals of minor items, are charged to opey&xpense. Depreciation of telephone
plant is provided on the straight line method usilags or overall group rates acceptable to regulatuthorities; such average rates range
from 2.8% to 23%.

Non-telephone property is stated at cost and, whenosaletired, a gain or loss is recognized. Deptewnieof such property is provided on 1
straight line method over estimated service liagyng from two to 35 years.

Intangible assets - Statement of Financial Accagn8tandards No. 142, "Goodwill and Other Intargisésets" ("SFAS 142"), requires
goodwill recorded in a business combination toénéewed for impairment and to be written down anlyperiods in which the recorded
amount of goodwill exceeds its fair value. Impainmnef goodwill is tested at least annually by conmpgthe fair value of the reporting unit
its carrying value (including goodwill). Estimatekthe fair value of the reporting unit are basadrsaluation models using criterion such as
multiples of earnings.

Long-lived assets - Statement of Financial Accountandards No. 144, "Accounting for the Impairh@rDisposal of Long-Lived

Assets" ("SFAS 144"), addresses financial accogrdimd reporting for the impairment or disposalosfg-lived assets (exclusive of goodwill)
and also broadens the reporting of discontinuedatipas to include all components of an entity wagierations that can be distinguished f
the rest of the entity and that will be eliminafemn the ongoing operations of the entity in a disgd transaction. As a result of the Compe
agreement in March 2002 to sell its wireless opanat(which was consummated on August 1, 2002) Ks#e 3), such operations have been
reflected as discontinued operations for the yaded December 31, 2002.

Affiliated transactions - Certain service subsigiarof CenturyTel provide installation and mainteceservices, materials and supplies, and
managerial, operational, technical, accountingaddinistrative services to subsidiaries. In additi@enturyTel provides and bil



management services to subsidiaries and in cdrtstances makes interest bearing advances to gn@ostruction of plant and purchases of
equipment. These transactions are recorded bydh@&ny's telephone subsidiaries at their costa@#tent permitted by regulatory
authorities. Intercompany profit on transactionthwegulated affiliates is limited to a reasonaleleirn on investment and has not been
eliminated in connection with consolidating theulesof operations of CenturyTel and its subsidisrintercompany profit on transactions
with affiliates not subject to SFAS 71 has beemglated.

Income taxes - CenturyTel files a consolidated faldacome tax return with its eligible subsidiaidhe Company uses the asset and liability
method of accounting for income taxes under whiefeided tax assets and liabilities are establisbethe future tax consequences
attributable to differences between the finandialesnent carrying amounts of assets and liabildies their respective tax bases.

Derivative financial instruments - The Company acts for derivative instruments and hedging adésiin accordance with Statement of
Financial Accounting Standards No. 133, "AccounfimgDerivative Instruments and Hedging Activitig§SFAS 133"), as amended. SFAS
133, as amended, requires that all derivativeunsénts, such as interest rate swaps, be recogmizkd financial statements and measured at
fair value regardless of the purpose or intentadfling them. On the date a derivative contrachieed into, the Company designates the
derivative as either a fair value or cash flow heed§ hedge of the fair value of a recognized asséability or of an unrecognized firm
commitment is a fair value hedge. A hedge of adaséed transaction or the variability of cash fldebe received or paid related to a
recognized asset or liability is a cash flow hedge Company also formally assesses, both at tthge'®inception and on an ongoing basis,
whether the derivatives that are used in hedgengstctions are highly effective in offsetting chesiin fair values or cash flows of hedged
items. If the Company determines that a derivatweot highly effective as a hedge or that it heased to be a highly effective hedge, the
Company would discontinue hedge accounting progmdgt The Company does not hold or issue derieafimancial instruments for trading
or speculative purposes. Management periodicalleves the Company's exposure to interest rateufatins and implements strategies to
manage the exposure.

Earnings per share - Basic earnings per share asatmdetermined on the basis of the weightedageemumber of common shares
outstanding during the year. Diluted earnings peare gives effect to all potential dilutive comnalrares that were outstanding during the
period. In the fourth quarter of 2004, the Compadgpted the requirements of Emerging Issues TasleFdo. 04-8, "The Effect of
Contingently Convertible Instruments on Diluted iiags Per Share," in calculating its diluted eagsiper share. See Note 13 for additional
information.

Stock-based compensation - The Company currentiguats for stock compensation plans using thensitivalue method in accordance
with Accounting Principles Board Opinion No. 25,¢@unting for Stock Issued to Employees," as altbtwe Statement of Financial
Accounting Standards No. 123, "Accounting for StBdsed Compensation" ("SFAS 123"). Options haven lgganted at a price either equal
to or exceeding the then-current market price. Adiogly, the Company has not to date recognizedp@asation cost in connection with
issuing stock options.

During 2004 the Company granted 952,975 optiores @004 Options") at market price. The weightedrage fair value of each of the 2004
Options was estimated as of the date of grant ®18e25 using an option-pricing model with the daling assumptions: dividend yield - .7%;
expected volatility - 30%; weighted average riskefinterest rate - 3.6%; and expected option kfeven years.

During 2003 the Company granted 1,720,317 optitres"R003 Options") at market price. The weighteerage fair value of each of the
2003 Options was estimated as of the date of godme $9.94 using an option-pricing model with ibkowing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagk4free interest rate - 3.4%; and expected optferr keven years.

During 2002 the Company granted 1,983,150 optitres"R002 Options") at market price. The weighteerage fair value of each of the
2002 Options was estimated as of the date of goam $11.66 using an option-pricing model with filowing assumptions: dividend yield -
.7%; expected volatility - 30%; weighted averagi4free interest rate - 3.4%; and expected opifen seven years.

If compensation cost for CenturyTel's options hadrbdetermined consistent with SFAS 123, the Cogipaet income and earnings per
share on a pro forma basis for 2004, 2003 and 2@Q2d have been as follows:

Year ended December 31, 2004 2003 2002

(Dollars in thousands,
except per share amounts)
Net income, as reported $ 337,244 344,707 801,624
Less: Total stock-based compensation
expense determined under fair value
based method, net of tax $ (9,767) (13,183) (15,001)

Pro forma net income $ 327,477 331,524 786,623

Basic earnings per share
As reported
Pro forma

Diluted earnings per share
As reported
Pro forma

2.45 2.40 5.66
2.38 231 5.55

241 2.35 5.56
2.34 2.26 5.46

By P



Beginning in the third quarter of 2005, the Compuaiily adopt the provisions of Statement of Finahéiaecounting Standards No. 123
(Revised 2004), "Share-Based Payments" ("SFAS 12B(&FAS 123(R) requires the Company to measwredst of the employee services
received in exchange for an award of equity instots based upon the fair value of the award ogthet date. Such cost will be recognized
as an expense over the period during which the@yeplis required to provide service in exchangdHeraward. In accordance with SFAS
123(R), compensation cost is also recognized dweapplicable remaining vesting period for any alsdhat are not fully vested as of the
effective date.

Cash equivalents - The Company considers shortiterastments with a maturity at date of purchastafe months or less to be cash
equivalents.

Discontinued operations - On August 1, 2002, them@any sold substantially all of its wireless opiera to an affiliate of ALLTEL
Corporation ("Alltel") and certain other purchastnsan aggregate of approximately $1.59 billiocash. As a result, the Company's wireless
operations have been reflected as discontinuecitipes for 2002. See Note 3 for additional inforiomt

Reclassifications - Certain amounts previously riegabfor prior years have been reclassified to aonfwith the 2004 presentation, including
the presentation of the Company's segment repoi$ieg Note 17 for additional information.

(2) ACQUISITIONS

On July 1, 2002, the Company purchased approxisnd@d,000 telephone access lines in the statealfakha from Verizon
Communications, Inc. ("Verizon") for approximatély.022 billion cash. On August 31, 2002, the Comypgaurchased approximately 350,(
telephone access lines in the state of Missoum fu@rizon for approximately $1.179 billion cash.eTassets purchased in these transactions
included (i) franchises authorizing the provisidiazal telephone service, (ii) related property @guipment comprising Verizon's local
exchange operations in predominantly rural marktetsughout Alabama and Missouri and (iii) Verizoassets used to provide digital
subscriber line ("DSL") and other high speed dataises within the purchased exchanges. For fimgnairangements related to these
acquisitions, see Note 6.

In June and December 2003, the Company acquir¢aircéiber transport assets for an aggregate ofZghllion cash (of which $3.8 million
was paid as a deposit in 2002). In the fourth quanrt 2003, the Company purchased an addition@%24nterest in a telephone company in
which it owned a majority interest for $32.4 mitlicash.

The results of operations of the acquired propedie included in the Company's results of oparatioom and after the respective acquisi
dates.

The following pro forma information represents tmmsolidated results of continuing operations ef@mpany for the year ended Decen
31, 2002 as if the Verizon acquisitions in 2002 hadn consummated as of January 1, 2002.

2002
(Dollars in thousands,
e xcept per share amounts)
Operating revenues from continuing operations $ 2,285,866

Income from continuing operations 218,252

$
Basic earnings per share from
continuing operations $ 1.54
Diluted earnings per share from
$

continuing operations 1.52

The pro forma information is based on various aggions and estimates. The pro forma informatiomg(ilects the effect of reduced interest
expense after August 1, 2002 as a result of redumiistanding indebtedness from utilization of pexts received from the August 1, 2002
sale of substantially all of the Company's wirelegsrations described in Note 3 and (ii) makesmod@rma adjustments to reflect any
assumed consummation of such sale (or any usechfsale proceeds) prior to August 1, 2002. Thefgmma information is not necessarily
indicative of the operating results that would haeeurred if the Verizon acquisitions had been oomsated as of January 1, 2002, nor is it
necessarily indicative of future operating resultse pro forma information does not give effecatty actual or potential revenue
enhancements or cost synergies or other operdficgencies resulting from the acquisitions.

(3) DISCONTINUED OPERATIONS

On August 1, 2002, the Company sold substantidillgfats wireless operations to Alltel and certaither purchasers for an aggregate of
approximately $1.59 billion in cash. In connectith this transaction, the Company divested iténfi@rests in its majority-owned and
operated cellular systems, which at June 30, 266&4d approximately 783,000 customers and had sateepproximately 7.8 million pops,
(il) minority cellular equity interests represemtiapproximately 1.8 million pops at June 30, 2G0®]



(i) licenses to provide PCS covering 1.3 millipaps in Wisconsin and lowa. Proceeds from thedaliee wireless operations were used to
partially fund the Company's acquisitions of telepé properties in Alabama and Missouri during thedtquarter of 2002.

As a result of the sale, the Company's wirelessatipms have been reflected as discontinued opasath the Company's consolidated
statements of income and cash flows for the yede@®ecember 31, 2002.

The depreciation and amortization of long-lived anabrtizable intangible assets related to the es®bperations ceased on March 19, 2002,
the date of the definitive agreement to sell synérations.

The Company had no outstanding indebtedness dinettited to its wireless operations; thereforeimerest expense was allocated to
discontinued operations. The following table repras certain summary income statement informatitated to the Company's wireless
operations that is reflected in discontinued openat

Year ended December 31, 2002
(Dollars in thousands)

Operating revenues $ 246,705
Operating income (1) $ 71,258
Income from unconsolidated cellular entities 25,768
Minority interest expense (8,569)
Gain on sale of discontinued operations 803,905
Other income 188
Pre-tax income from discontinued operations $ 892,550
Income tax expense (284,459)
Income from discontinued operations $ 608,091

(1) Excludes corporate overhead costs of $9.5anillillocated to the wireless operations. Included eeduction in operating income is a
$30.5 million charge associated with the write-@ffall amounts expended to develop the wirelesigoof the Company's new billing
system.

The following table represents certain summary dsh statement information related to the Compsyiteless operations reflected as
discontinued operations:

Year ended December 31, 2002
(Dollars in thousands)
Net cash used in operating activities $ (248,716)(1)

Net cash provided by investing activities 1,572,195 (2)
Net cash provided by financing activities -

Net cash provided by discontinued operations $ 1,323,479

(1) Includes approximately $305 million estimated payment related to sale of wireless operations.
(2) Includes cash proceeds of $1.59 billion from $hle of substantially all of the Company's wssleperations.

(4) GOODWILL AND OTHER ASSETS

Goodwill and other assets at December 31, 20042668 were composed of the following:

December 31, 2004 200 3
(Dollars in thousand s)
Goodwill $ 3,433,864 3,425, 001
Billing system development costs, less accumulated amortization
of $4,652 and $508 202,349 162, 980
Cash surrender value of life insurance contracts 93,792 93, 960
Prepaid pension asset 46,800 59, 055
Franchise costs 35,300 35, 300
Marketable securities 30,092 27, 653
Deferred interest rate hedge contracts 28,435 31, 239
Investment in debt security 21,013 -
Customer base, less accumulated amortization of $3, 756 and $2,242 18,944 20, 458
Other 125,116 121, 786

$ 4,035,705 3,977, 432




As of September 30, 2004, the Company completedeiipgired annual impairment test under SFAS 142datermined its goodwill was not
impaired.

The Company recently implemented a new integrailéidgband customer care system. The costs to @gvelich system have been accounted
for in accordance with Statement of Position 98At,counting for the Costs of Computer Software Deped or Obtained for Internal Use."
Aggregate capitalized costs (before accumulatedt@aton) totaled $207.0 million and $163.5 mitliat December 31, 2004 and 2003,
respectively. Such system is being amortized ovemeaty-year period.

In the third quarter of 2004, the Company enten¢d & three-year agreement with EchoStar CommuaicaCorporation ("EchoStar”) to
provide cobranded satellite television services to the Comisatustomers. As part of the transaction, the Gompnvested $25 million in ¢
EchoStar convertible subordinated debt securitychwvhad a fair value at date of issuance of appnakely $20.8 million and matures in 20
The remaining $4.2 million paid was establishedraitangible asset attributable to the Comparorsractual rights to provide video service
and is being amortized over a three-year period.

In connection with the acquisitions of propertiemni Verizon in 2002, the Company assigned $35.Banibf the purchase price as an
intangible asset associated with franchise codtcfwincludes amounts necessary to maintain elityiho provide telecommunications
services in its licensed service areas). Such assedn indefinite life and therefore is not subje@mortization currently.

The Company assigned $22.7 million of the purclpaige to a customer base intangible asset in cdimmewith the acquisitions of Verizon
properties in 2002. Such asset is being amortized D5 years. In addition, as mentioned aboventmgible asset was established related to
the contractual rights to provide video servicetalamortization expense for these identifiablamgible assets for 2004, 2003 and 2002 was
$2.0 million, $1.5 million and $729,000, respeclyvend is expected to be $2.9 million for eachhaf subsequent two years, $2.4 million in
2007 and $1.5 million annually thereafter througo2

(5) PROPERTY, PLANT AND EQUIPMENT

Net property, plant and equipment at December 824 2nd 2003 was composed of the followi

December 31, 2004 2003
(Dollars in thousands)
Cable and wire $ 3,948,784 3,817,646
Central office 2,385,406 2,285,528
General support 785,025 811,301
Fiber transport and CLEC 150,098 127,080
Information origination/termination 56,428 49,643
Construction in progress 66,485 58,018
Other 38,791 34,939
7,431,017 7,184,155
Accumulated depreciation (4,089,616) (3,728,674)
Net property, plant and equipment $ 3,341,401 3,455,481

Depreciation expense was $498.9 million, $502.lioniland $449.5 million in 2004, 2003 and 2002 pextively. The year 2004 included a
reduction in depreciation expense of $13.2 milloradjust the balances of certain over-depreciatederty, plant and equipment accounts.

(6) LONG-TERM DEBT

The Company's long-term debt as of December 314 20@ 2003 was as follows:

December 31, 2004 2003
(Dollars in thousands)
CenturyTel
Senior notes and debentures:

7.75% Series A $ - 50,000
8.25% Series B - 100,000
6.55% Series C, due 2005 50,000 50,000
7.20% Series D, due 2025 100,000 100,000
6.15% Series E, due 2005 100,000 100,000
6.30% Series F, due 2008 240,000 240,000
6.875% Series G, due 2028 425,000 425,000
8.375% Series H, due 2010 500,000 500,000
6.02% Series J, due 2007* 500,000 500,000
4.75% Series K, due 2032 165,000 165,000
7.875% Series L, due 2012 500,000 500,000

Employee Stock Ownership Plan commitment - 500



Unamortized net discount (3,919) (4,501)
Net fair value of derivative instruments

related to Series H and L senior notes 10,865 7,747
Other 79 114
Total CenturyTel 2,587,025 2,733,860
Subsidiaries

First mortgage debt
5.92%** notes, payable to agencies of the

U. S. government and cooperative lendin g
associations, due in installments
through 2028 210,403 234,743
7.98% notes, due through 2016 4,964 5,211
Other debt
6.98%** unsecured medium-term notes, due through 2008 197,999 199,613
8.76%** notes, due in installments throug h 2028 6,187 3,739
5.35%** capital lease obligations, due th rough 2008 5,058 4,589
Total subsidiaries 424,611 447,895
Total long-term debt 3,011,636 3,181,755
Less current maturities 249,617 72,453
Long-term debt, excluding current maturities $ 2,762,019 3,109,302

* In February 2005, the Company purchased andeckipproximately $400 million of the Series J noties interest rate on the remaining
$100 million was reset to 4.628%. ** Weighted aggranterest rate at December 31, 2004

The approximate annual debt maturities for the fi@ars subsequent to December 31, 2004 are awfofifter giving consideration to the
Company purchasing and retiring approximately $allon of its Series J notes in February 2005)020 $249.6 million; 2006 - $281.3
million (including $165 million aggregate principainount of the Company's convertible debenturaseSK, due 2032, which can be put to
the Company at various dates beginning in 2008)7205125.2 million; 2008 - $285.9 million; and 200$20.6 million.

Certain of the loan agreements of CenturyTel amdubsidiaries contain various restrictions, amehigh are limitations regarding issuance
of additional debt, payment of cash dividends, geition of capital stock and other matters. Idiidn, the transfer of funds from certain
consolidated subsidiaries to CenturyTel is resddiy various loan agreements. Subsidiaries whisle tbans from government agencies and
cooperative lending associations, or have issustrfiortgage bonds, generally may not loan or aclvamy funds to CenturyTel, but may |
dividends if certain financial ratios are met. Aéd@mber 31, 2004, restricted net assets of subsisli@ere $227.6 million and subsidiaries'
retained earnings in excess of amounts restrigtetebt covenants totaled $1.4 billion. At Decentkir2004, all of the consolidated retained
earnings reflected on the balance sheet was alailadler CenturyTel's loan agreements for the dzidta of dividends.

The senior notes and debentures of CenturyTelreeféo above were issued under an indenture datedhiVB1, 1994. This debenture does
not contain any financial covenants, but does mheltestrictions that limit the Company's ability(fpoincur, issue or create liens upon its
property and (ii) consolidate with or merge intofransfer or lease all or substantially all ofdtsets to, any other party. The indenture does
not contain any provisions that are tied to thaitnatings of the Company, or that restrict theu@nce of new securities in the event of a
material adverse change in the Company.

Approximately 21% of the Company's property, plamtl equipment is pledged to secure the long-tetvh afesubsidiaries.

In May 2004, the Company prepaid all $100 milliggeegate principal amount of its 8.25%, Series &siodue 2024. The Company incur
a $4.6 million pre-tax expense (a $3.6 million ggpent premium and a $1.0 million write-off of unamized deferred debt costs) in the
second quarter of 2004 associated with this prepaym

On May 6, 2002, the Company issued and sold innalemwritten public offering $500 million of equitynits. Net proceeds to the Company
from this issuance were approximately $483.4 milliBach of the 20 million equity units issued wased at $25 and consisted initially of a
beneficial interest in a CenturyTel senior unsegdurete (Series J) with a principal amount of $28 arcontract to purchase shares of
CenturyTel common stock no later than May 2005dissussed below, the senior notes were remarketedbruary 2005. Each purchase
contract will generally require the holder to puash between .6944 and .8741 of a share of Centucgianon stock in May 2005 based on
the then current stock price of CenturyTel commioelsin exchange for $25, subject to certain adjesits and exceptions. Accordingly,
upon full settlement of the purchase contracts ayM005, the Company will receive proceeds of $B@ilon and will deliver between 13.9
million and 17.5 million common shares in the agate. The senior notes were initially pledged teyhiblders to secure their obligations
under the purchase contracts. The total distribstin the equity units were initially set at atiahiannual rate of 6.875%, consisting of
interest (6.02%) and contract adjustment paymén8&565%), each payable quarterly.

The senior note portion of the equity units iseeféd on the December 31, 2004 balance sheetgddon debt in the amount of $500
million. Interest expense on the senior notes kbasuad at a rate of 6.02%, the initial interese tatough February 14, 2005. The present
value of the aggregate contract adjustment payntestdeen recorded as an $11.6 million reductiqratt-in capital and as an equivale



liability. The Company is amortizing the differensetween the aggregate amount of all paymentshengresent value thereof as interest
expense over the three-year term of the purchasteaots. Upon making each such payment, the Compédhgllocate most of the payment
to the reduction of its $11.6 million liability, dmecord the remainder as interest expense. Tharise costs of the equity units have been
allocated to the units' debt and equity compondrits.debt issuance costs ($3.3 million) were coegbbiaised on typical costs of a debt
transaction and will be amortized to interest exygenver the term of the senior notes. The remaiofidigre issuance costs ($12.6 million) w
treated as a cost of raising equity and recordeddrge to paid-in capital.

In mid-February 2005, substantially all of the semiotes were remarketed, at which time the inteeds on the senior notes was reset in
order to generate sufficient proceeds to secur@dlder's obligation under the related purchasdraots. In connection with the remarketing,
the Company purchased and retired approximatel® $4idion of the Series J notes. As of February20)5, only approximately $100
million aggregate principal amount of the Serie®tes remained outstanding. The Company finandsgthchase with the net proceeds f
its offering of $350 million of senior notes, Sexig, due 2015, and cash on hand.

As of December 31, 2004, the Company had availal$833 million threerear revolving credit facility, which was schedutedexpire in Jul
2005. The Company had no outstanding borrowing®witsl facility at December 31, 2004. In March 200 Company secured a five-year
$750 million revolving credit facility to replacke abovanentioned facility. At December 31, 2004, the Compatelephone subsidiaries |
available for use $123.0 million of commitments limmg-term financing from the Rural Utilities Sezgiand Rural Telephone Bank.

In the third quarter of 2002, the Company issuegb$tillion of convertible senior debentures, SeKeslue 2032 (which bear interest at
4.75% and which may be converted under certainifspecircumstances into shares of CenturyTel comistock at a conversion price of
$40.455 per share). Holders of the convertiblewettébentures will have the right to require thenpany to purchase all or a portion of the
debentures on August 1, 2006, August 1, 2010 arglugil, 2017. In each case, the purchase pricébfgaydl be equal to 100% of the
principal amount of the debentures to be purchpieglany accrued and unpaid interest to the puectiate. The Company will pay cash for
all debentures so purchased on August 1, 2006ampsuch purchases on or after August 1, 2010Ctmpany may choose to pay the
purchase price in cash or shares of its commork stm@ny combination thereof (except that the Canypwill pay any accrued and unpaid
interest in cash).

On October 15, 2002, the Company redeemed $40@mpkincipal amount of its Series | Remarketal#aiSr Notes at par value, plus
accrued interest. In connection with such redemptize Company also paid a premium of approximéa&ll.1 million in accordance with t
redemption provisions of the associated remarketgrgement. Such premium payment (net of $11.1omif unamortized net premium
primarily associated with the option payment reeditby the Company in 2000 in connection with thginal issuance of the remarketable
notes) is reflected as an Other Expense in the @agipresults of operations for the year ended Dbee 31, 2002.

(7) DERIVATIVE INSTRUMENTS

In May and July 2003, the Company entered into fmparate fair value interest rate hedges assdaiatie the full $500 million principal
amount of its Series L senior notes, due 2012,ghgtinterest at a fixed rate of 7.875%. These bedge "fixed to variable" interest rate
swaps that effectively convert the Company's firee interest payment obligations under these notebligations to pay variable rates
range from the six-month London InterBank OffereddR("LIBOR") plus 3.229% to the six-month LIBORupI3.67%, with settlement and
rate reset dates occurring each six months thrtheglexpiration of the hedges in August 2012. ABetember 31, 2004, the Company
realized a weighted average interest rate of 6&lgiad to these hedges. Interest expense was cedy&10.3 million during 2004 as a result
of these hedges. The aggregate fair value of sedbgds at December 31, 2004 was $5.7 million arefliscted on the accompanying balance
sheet as both a liability (included in "Deferreddits and other liabilities") and as a decreagheédCompany's underlying long-term debt.

As of December 31, 2004, the Company also hadandsig cash flow hedges that effectively lockethiminterest rate on the majority of
certain anticipated debt transactions that ultityatere completed in February 2005. The Companigdddn the interest rate on (i) $100
million of 2.25 year debt (remarketed in Februa®92) at 3.9% and (ii) $225 million of 10-year déilssued in February 2005) at 5.5%. Such
cash flow hedges had a fair value of $571,000 &eafember 31, 2004 and is reflected as a compafiektcumulated Other Comprehensive
Loss on the consolidated balance sheet. In JaradYy, the Company also entered into a separateflcashedge which effectively locked in
the interest rate for an additional $75 millionl®fyear debt (issued in February 2005) at 5.4%:eloruary 2005, upon settlement of such
hedges, the Company (i) received $366,000 relatdioket 2.25 year debt remarketing which will be amed as a reduction of interest expe
over the remaining term of the debt and (ii) paid7$million related to the 10-year debt issuance&tvivill be amortized as an increase in
interest expense over the 10-year term of the debt.

During 2002, the Company entered into (i) a casW thedge designed to lock in a fixed interest fate&100 million of the $500 million

senior notes issued in the third quarter of 200Rwivas settled in the third quarter of 2002 f@lal million payment by the Company
(which is being amortized as additional interegiemse over a ten-year period, which equates ttetheof the debt issuance hedged) and (ii)
a cash flow hedge designed to eliminate the vaitialoif interest payments for $400 million of vabia rate debt under the Company's $800
million credit facilities. During the second quarté 2003, the Company retired all outstanding btddness associated with its $800 million
credit facilities; therefore, such cash flow hedges deemed ineffective in 2003 and resulted in22$00 unfavorable pre-tax charge to the
Company's income.

During 2002, the Company entered into a fair védedge with respect to the Company's $500 milliogregate principal amount of 8.375%
Series H senior notes, due 2010. In May 2003, tragany terminated this hedge. In connection witthgermination, the Company recei\
approximately $22.3 million in cash upon settlemevitich represented the fair value of the hedgbhetermination date. Such amoun



being amortized as a reduction of interest expémsaigh 2010, the maturity date of the Series Hsiot
(8) DEFERRED CREDITS AND OTHER LIABILITIES

Deferred credits and other liabilities at Decenier2004 and 2003 were composed of the following:

December 31, 2004 2003
(Dollars in thousands)
Deferred federal and state income taxes $ 601,757 528,551
Accrued postretirement benefit costs 232,546 222,613
Additional minimum pension liability 18,450 -
Minority interest 7,508 7,218
Fair value of interest rate swap 6,283 11,693
Other 67,007 66,576

$ 933,551 836,651

(9) STOCKHOLDERS' EQUITY

Common stock - Unissued shares of CenturyTel comstack were reserved as follows:

December 31, 2004
(In thousands)

Incentive compensation programs 9,717
Acquisitions 4,064
Employee stock purchase plan 4,721
Dividend reinvestment plan 422
Conversion of convertible preferred stock 435
Other employee benefit plans 3,393

22,752

During 2004, the Company repurchased approximdtg® million shares of common stock to complet&#80 million stock repurchase
program approved by the Company's board of diredtoearly 2004. In February 2005, the Companyadof directors approved a stock
repurchase program that will allow the Companyejourchase up to an aggregate of $200 million beeiits common stock or convertible
equity units prior to December 31, 2005.

Under CenturyTel's Articles of Incorporation eablare of common stock beneficially owned continugisl the same person since May 30,
1987 generally entitles the holder thereof to tetes per share. All other shares entitle the hdlWene vote per share. At December 31, 2
the holders of 8.1 million shares of common stoekenentitled to ten votes per share.

Preferred stock - As of December 31, 2004, Centeirtiid 2.0 million shares of authorized convertjireferred stock, $25 par value per
share. At December 31, 2004 and 2003, there wed@®3Q shares of outstanding preferred stock. Hseldéoutstanding CenturyTel preferred
stock are entitled to receive cumulative dividendseive preferential distributions equal to $2bgiere plus unpaid dividends upon
CenturyTel's liquidation and vote as a single clai$ls the holders of common stock.

Shareholders' Rights Plan - In 1996 the Board oé@ors declared a dividend of one preference ghaighase right for each common share
outstanding. Such rights become exercisable ifvéimeh a potential acquiror takes certain steps dqoiae 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 otherrg@siof CenturyTel (or, in certain situationsetacquiring company) which at the time of
such transaction will have a market value of tweets the exercise price of the right.

(10) POSTRETIREMENT BENEFITS

The Company sponsors health care plans (which sxamber 31 measurement date) that provide piostmeint benefits to all qualified
retired employees.

In May 2004, the Financial Accounting Standardsr8assued Financial Statement Position FAS 1064fckwprovides accounting guidance
to sponsors of postretirement health care plansaieeimpacted by the Medicare Prescription Droggrovement and Modernization Act of
2003 (the "Act"). The Company believes that certhing benefits offered under its postretirementthezare plans will qualify for subsidy
under Medicare Part D. In the third quarter of 20484 Company estimated that the effect of theokcthe Company would not be material.
The Company first reflected the effects of the Astof the December 31, 2004 measurement date. thssafate, the Company estimated that
the reduction in its accumulated benefit obligatimibutable to prior service cost was approxirya$d million and has reflected such
amount as an actuarial ga



In 2003, the Company announced changes, effeciivealy 1, 2004, that would decrease its subsidizati benefits provided under its
postretirement benefit plan.

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

December 31, 2004 2003 2002

(Dollars in thousands)
Change in benefit obligation

Benefit obligation at beginning of year $ 311,421 253,762 215,872
Service cost 6,404 6,176 6,669
Interest cost 17,585 18,216 15,962
Participant contributions 1,362 1,199 617
Acquisitions - - 56,539
Plan amendments 2,529 (34,597) -
Actuarial (gain) loss (18,185) 79,163  (29,534)
Benefits paid (15,396) (12,498) (12,363)
Benefit obligation at end of year $ 305,720 311,421 253,762

Change in plan assets

Fair value of plan assets at beginning of year $ 29,877 28,697 36,555
Return on assets 2,377 4,479 (2,896)
Employer contributions 11,350 8,000 6,784
Participant contributions 1,362 1,199 617
Benefits paid (15,396)  (12,498) (12,363)
Fair value of plan assets at end of year $ 29,570 29,877 28,697

Net periodic postretirement benefit cost for 200803 and 2002 included the following compone

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

Service cost $ 6,404 6,176 6,669
Interest cost 17,585 18,216 15,962
Expected return on plan assets (2,465) (2,367) (3,656)
Amortization of unrecognized actuarial loss 3,611 1,731 1,470
Amortization of unrecognized prior service cost (3,648) (2,447) (129)
Net periodic postretirement benefit cost $ 21,487 21,309 20,316

The following table sets forth the amounts recogdias liabilities for postretirement benefits at®maber 31, 2004, 2003 and 2002.

December 31, 2004 2003 2002
(Dollars in thousands)

Benefit obligation $ (305,720) (311,421) (253,762)

Fair value of plan assets 29,570 29,877 28,697

Unamortized prior service cost (26,891) (33,068) (918)

Unrecognized net actuarial loss 68,185 89,893 14,573

Accrued benefit cost $ (234,856) (224,719) (211,410)

Assumptions used in accounting for postretiremeniefits as of December 31, 2004 and 2003 were:

2004 2003

Determination of benefit obligation
Discount rate 5.75% 6.0
Healthcare cost increase trend rates
(Medical/Prescription Drug)
Following year 10.0%/15.0%  11.0/16.0
Rate to which the cost trend rate is
assumed to decline (the

ultimate cost trend rate) 5.0%/5.0% 5.0/5.0
Year that the rate reaches the ultimate
cost trend rate 2010/2015 2010/2015

Determination of benefit cost
Discount rate 6.0% 6.75



Expected return on plan assets 8.25% 8.25

The Company employs a total return investment agravhereby a mix of equities and fixed income gtweents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance #ablished through careful consideration of plabilities, plan funded status and corporate
financial condition. Investment risk is measured aronitored on an ongoing basis through annuailiiaineasurements, periodic asset
studies and periodic portfolio reviews.

The Company's postretirement benefit plan weiglategtage asset allocations at December 31, 2002G0RIby asset category are as
follows:

2004 2003
Equity securities 63.0% 80.5
Debt securities 34.1 16.4
Other 29 3.1
Total 100.0%  100.0

In determining the expected return on plan askéttgrical markets are studied and long-term retfeghips between equities and fixed income
are preserved consistent with the widely-accepapital market principle that assets with higheratitity and risk generate a greater return
over the long term. Current market factors sucimffegtion and interest rates are evaluated befongterm capital market assumptions are
determined. Peer data and historical returns areraviewed to check for reasonableness.

Assumed health care cost trends have a signifeffedt on the amounts reported for postretiremengfit plans. A one-percentage-point
change in assumed health care cost rates wouldthavellowing effects:

1-Percentage 1-Percentage
Point Increase Point Decrease

(Dollars in thousands)
Effect on total of service and
interest cost components $ 1,562 (1,489)
Effect on postretirement benefit obligation $ 20,004 (18,775)

The Company expects to contribute approximatelyrfilbon to its postretirement benefit plan in 2005

The Company's estimated future projected benefingats under its postretirement benefit plan arfelésys:

Before Medicare Medic are Net of
Year Subsidy Subs idy Medicare Subsidy
(Dollars in thousands)
2005 $ 15,200 - 15,200
2006 $ 16,900 8 00) 16,100
2007 $ 17,900 8 00) 17,100
2008 $ 18,700 9 00) 17,800
2009 $ 19,600 (1,0 00) 18,600
2010-2014 $ 99,400 (5,5 00) 93,900

(11) RETIREMENT AND SAVINGS PLANS

CenturyTel and certain subsidiaries sponsor defireefit pension plans for substantially all empley. CenturyTel also sponsors an Outside
Directors' Retirement Plan and a Supplemental Bkex®Retirement Plan to provide directors and &fifi; respectively, with supplemental
retirement, death and disability benefits. The Canypuses a December 31 measurement date for iits. pla

The following is a reconciliation of the beginniagd ending balances for the aggregate benefitatiig and the plan assets for the
Company's retirement and savings plans.

December 31, 2004 2003 2002

(Dollars in thousands)
Change in benefit obligation
Benefit obligation at beginning of year $ 390,833 346,256 271,490
Service cost 14,175 12,840 10,353



Interest cost 23,156 23,617 20,053

Plan amendments 428 - -
Acquisitions - - 51,428
Settlements - (9,962) -
Actuarial loss 16,304 46,221 9,231
Benefits paid (26,266)  (28,139) (16,299)
Benefit obligation at end of year $ 418,630 390,833 346,256

Change in plan assets

Fair value of plan assets at beginning of yea r $ 348,308 266,420 270,902
Return on plan assets 35,892 52,783  (42,998)
Employer contributions 6,047 50,437 3,387
Acquisitions - 6,807 51,428
Benefits paid (26,266)  (28,139) (16,299)
Fair value of plan assets at end of year $ 363,981 348,308 266,420

At December 31, 2004 and 2003, the Company's umdeéed pension plans (meaning those with benefigatibns in excess of plan assets)

had aggregate benefit obligations of $172.0 milbowl $138.4 million, respectively, and aggregasm pissets of $109.0 million and $84.4
million, respectively.

Net periodic pension expense for 2004, 2003 an@ 2@fuded the following componen

Year ended December 31, 2004 2003 2002
(Dollars in thousands)
Service cost $ 14,175 12,840 10,353
Interest cost 23,156 23,617 20,053
Expected return on plan assets ( 28,195) (22,065) (28,575)
Settlements 1,093 2,233 -
Recognized net losses 5,525 7,214 1,248
Net amortization and deferral 279 397 395
Net periodic pension expense $ 16,033 24,236 3,474

The following table sets forth the combined pldneted status and amounts recognized in the Congpaogsolidated balance sheet at
December 31, 2004, 2003 and 2002.

December 31, 2004 2003 2002
(Dollars in thousands)
Benefit obligation $ ( 418,630) (390,833) (346,256)
Fair value of plan assets 363,981 348,308 266,420
Unrecognized transition asset (648) (900) (1,152)
Unamortized prior service cost 3,618 3,721 4,370
Unrecognized net actuarial loss 98,479 98,759 102,664
Prepaid pension cost $ 46,800 59,055 26,046

The Company's accumulated benefit obligation d3emfember 31, 2004 and 2003 was $353.1 million &9 P million, respectively.

Amounts recognized on the balance sheet consist of:

December 31, 2004 2003 2002
(Dollars in thousands)
Prepaid pension cost (reflected in Other Assets) $ 46,800 59,055 26,046
Additional minimum pension liability (reflected
in Deferred Credits and Other Liabilities) (18,450) - (56,388)
Intangible asset (reflected in Other Assets) 3,043 - 1,212
Accumulated Other Comprehensive Loss 15,407 - 55,176

$ 46,800 59,055 26,046

Assumptions used in accounting for the pensiongéenof December 2004 and 2003 were:

2004 2003



Determination of benefit obligation

Discount rate 5.75% 6.0

Weighted average rate of compensation increase 4.0% 4.0
Determination of benefit cost

Discount rate 6.0% 6.75

Weighted average rate of compensation increase 4.0% 4.50

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

The Company employs a total return investment agravhereby a mix of equities and fixed income gtweents are used to maximize the
long-term return of plan assets for a prudent lefeisk. The intent of this strategy is to minimiplan expenses by outperforming plan
liabilities over the long term. Risk tolerance #ablished through careful consideration of plabilities, plan funded status and corporate
financial condition. Investment risk is measured aronitored on an ongoing basis through annuailitlalmeasurements, periodic asset
studies and periodic portfolio reviews.

The Company's pension plans weighted-average alésedtions at December 31, 2004 and 2003 by assegjory are as follows:

2004 2003
Equity securities 71.7% 54.0
Debt securities 25.5 11.0
Cash and cash equivalents - 32.3
Other 2.8 2.7
Total 100.0% 100.0

In determining the expected return on plan ashéttgrical markets are studied and long-term reteghips between equities and fixed income
are preserved consistent with the widely-accepagital market principle that assets with highemtitity and risk generate a greater return
over the long term. Current market factors sucimfation and interest rates are evaluated befongterm capital market assumptions are
determined. Peer data and historical returns areraliewed to check for reasonableness.

The amount of the 2005 contribution will be detared based on a number of factors, including theltesf the 2005 actuarial valuation
report. At this time, the amount of the 2005 cdnttion is not known.

The Company's estimated future projected benefitneats under its defined benefit pension plansar®llows: 2005 - $20.7 million; 2006 -
$22.1 million; 2007 - $23.4 million; 2008 - $26.2llion; 2009 - $28.4 million; and 2010-2014 - $186nillion.

CenturyTel sponsors an Employee Stock Ownership PESOP") which covers most employees with one péaervice with the Company

and is funded by Company contributions determirmatlally by the Board of Directors. The Companyisemse related to the ESOP during

2004, 2003 and 2002 was $8.1 million, $8.9 milliand $9.3 million, respectively. At December 31020the ESOP owned an aggregate of
6.8 million shares of CenturyTel common stock.

CenturyTel and certain subsidiaries also sponsalifted profit sharing plans pursuant to Sectiod @) of the Internal Revenue Code (the
"401(k) Plans") which are available to substantiall employees of the Company. The Company's nragotontributions to the 401(k) Plans
were $9.1 million in 2004, $8.2 million in 2003 af.7 million in 2002.

(12) INCOME TAXES

Income tax expense from continuing operations ihetlin the Consolidated Statements of Income f®y#ars ended December 31, 2004,
2003 and 2002 was as follows:

Year ended December 31, 2 004 2003 2002
(Dollars in thousands)
Federal
Current $ 121 374 58,659 22,987
Deferred 59 ,973 118,600 80,056
State
Current 14 ,380 (113) 11,406
Deferred 14 ,401 10,106 (8,944)

$ 210 ,128 187,252 105,505

Income tax expense for 2003 was reduced by $21l@mprimarily as a result of reducing the valwatiallowance related to net state
operating loss carryforwards as it was more likehn not that future taxable income will be su#fiti to enable the Company to utilize t



portion of the operating loss carryforwards.

Income tax expense from continuing operations Vlasated as follows:

Year ended December 31,

Income tax expense in the consolidated
statements of income
Stockholders' equity:

Compensation expense for tax purposes
in excess of amounts recognized for
financial reporting purposes

Tax effect of the change in accumulated
other comprehensive income (loss)

2004 2003 2002

(Dollars in thousands)

$ 210,128 187,252 105,505

(3.244)  (4,385) (7,471)

(5195) 19,763 (19,763)

The following is a reconciliation from the statutdederal income tax rate to the Company's effedticome tax rate from continuing

operations:

Year ended December 31, 2

P
Statutory federal income tax rate 3
State income taxes, net of federal
income tax benefit
Amortization of investment tax credits
Amortization of regulatory liability
Other, net

Effective income tax rate 3

004 2003 2002

ercentage of pre-tax income)
5.0% 35.0 35.0

3.4 1.2 5

- - (1)
- (1) (:3)
- (.9) 2

8.4% 35.2 35.3

The tax effects of temporary differences that géseto significant portions of the deferred tagets and deferred tax liabilities at December

31, 2004 and 2003 were as follows:

December 31,

Deferred tax assets
Postretirement benefit costs
Regulatory support
Net state operating loss carryforwards
Other employee benefits
Other

Gross deferred tax assets
Less valuation allowance

Net deferred tax assets

Deferred tax liabilities
Property, plant and equipment, primarily
due to depreciation differences
Goodwill
Deferred debt costs
Intercompany profits
Other

Gross deferred tax liabilities

Net deferred tax liability

2004 2003

(Dollars in thousands)

$ 72,353 59,215
12,509 12,464
48,735 41,358
19,096 10,160
31,593 24,819

184,286 148,016
(27,112)  (19,735)

157,174 128,281

(340,175) (291,482)

(394,832) (350,812)
(2,275)  (2,470)
(3,301)  (3,485)
(18,348)  (8,583)

(758,931) (656,832)

$ (601,757) (528,551)

The Company establishes valuation allowances wkeassary to reduce the deferred tax assets to asnexected to be realized. As of
December 31, 2004, the Company had available tagflie associated with net state operating losyfmawards, which expire through 2024,
of $48.7 million. The ultimate realization of thertefits of the carryforwards is dependent uporgireeration of future taxable income during
the periods in which those temporary differenceb@ deductible. The Company considers its schddeleersal of deferred tax liabilities,
projected future taxable income and tax planningtegiies in making this assessment. As a resslidi assessment, $27.1 million was
reserved through the valuation allowance as of Bee 31, 2004 as it is likely that this amount ef aperating loss carryforwards will not

utilized prior to expiration.

(13) EARNINGS PER SHARI



In the fourth quarter of 2004, the Company adojietbrging Issues Task Force No. 04-8, "The Effe@afitingently Convertible
Instruments on Diluted Earnings Per Share" ("EIBFB0). EITF 04-8 requires contingently convertiblstruments be included in the diluted
earnings per share calculation. The Company's $iilion Series K senior notes (issued in the thjuérter of 2002) are convertible into
common stock under various contingent circumstarinekiding the common stock attaining a specifiedling price in excess of the notes'
fixed conversion price. Beginning in the fourth geaof 2004, the Company's diluted earnings pareshnd diluted shares outstanding ref
the application of EITF 04-8. Prior periods haverbeestated to reflect this change in accounting.

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

Year ended December 31, 2004 2003 2002

(Dollars, except per share
amounts, and shares in thousands)
Income (Numerator):
Income from continuing operations $ 337,244 344,707 193,533

Discontinued operations, net of tax - 608,091
Net income 337,244 344,707 801,624
Dividends applicable to preferred stock (399) (399) (399)
Net income applicable to common stock for
computing basic earnings per share 336,845 344,308 801,225
Interest on convertible debentures, net of tax 4,829 5,079 1,845
Dividends applicable to preferred stock 399 399 399
Net income as adjusted for purposes of computing
diluted earnings per share $ 342,073 349,786 803,469
Shares (Denominator):
Weighted average number of shares outstanding
during period 137,225 143,673 141,796
Employee Stock Ownership Plan shares not
committed to be released (20) (90) (183)
Weighted average number of shares outstanding durin g
period for computing basic earnings per share 137,215 143,583 141,613
Incremental common shares attributable to
dilutive securities:
Shares issuable under convertible securities 4,514 4,514 1,964
Shares issuable under outstanding stock option s 415 682 831
Number of shares as adjusted for purposes of
computing diluted earnings per share 142,144 148,779 144,408
Basic earnings per share
From continuing operations $ 2.45 2.40 1.36
From discontinued operations $ - - 4.29
Basic earnings per share $ 2.45 2.40 5.66
Diluted earnings per share
From continuing operations $ 241 2.35 1.35
From discontinued operations $ - - 4.21
Diluted earnings per share $ 241 2.35 5.56

The weighted average number of options to purchhases of common stock that were excluded froncoeputation of diluted earnings per
share because the exercise price of the optiorgvesger than the average market price of the constamk was 2.4 million for 2004, 2.6
million for 2003 and 3.3 million for 2002.

(14) STOCK OPTION PROGRAMS

CenturyTel currently maintains programs which alkbw Board of Directors, through the Compensatiom@ittee, to grant (i) incentives to
certain employees in any one or a combination eéisé forms, including incentive and non-qualifidck options; stock appreciation rights;
restricted stock; and performance shares anddicksoptions to outside directors. As of Decemlir2904, CenturyTel had reserved 9.7
million shares of common stock which may be issueder CenturyTel's current incentive compensatiog@mms.

Under the Company's programs, options have beertegtéo employees and directors at a price eithealgo or exceeding the then-current
market price. All of the options expire ten yedierthe date of grant and the vesting period rarigem immediate to three years.

Stock option transactions during 2004, 2003 and®20@ére as follows:

Number Average



of options price

Outstanding December 31, 2001 6,367,520 $ 23.51
Exercised (1,366,560) 13.97
Granted 1,983,150 32.28
Forfeited (88,308) 28.59

Outstanding December 31, 2002 6,895,802 27.95
Exercised (1,059,414) 22.30
Granted 1,720,317 27.36
Forfeited (822,133) 33.34

Outstanding December 31, 2003 6,734,572 28.14
Exercised (827,486) 22.96
Granted 952,975 28.22
Forfeited (146,503) 27.90

Outstanding December 31, 2004 6,713,558 28.79

Exercisable December 31, 2004 4,686,177 28.71

Exercisable December 31, 2003 3,807,355 27.21

The following tables summarize certain informataout CenturyTel's stock options at December 30420

Options outstanding

Weight ed average
Range of remainin g contractual Weighted average
exercise prices  Number of options  life 0 utstanding exercise price

$ 13.33-17.64 605,300 1.7 $ 1451
24.36-29.88 3,563,019 7.3 27.68
30.00-39.00 2,523,274 6.1 33.64
45.54-46.19 21,965 4.2 45.62
13.33-46.19 6,713,558 6.3 28.79

Options exercisable

Range of Number of Weighted average
exercise prices options exercisable exercise price
$ 13.33-17.64 605,300 $ 1451
24.36-29.88 2,055,911 27.75
30.00-39.00 2,003,001 33.80
45.54-46.19 21,965 45.62
13.33-46.19 4,686,177 28.71

(15) SUPPLEMENTAL CASH FLOW DISCLOSURES

The amount of interest actually paid by the Compaey of amounts capitalized of $762,000, $488 &0 $1.2 million during 2004, 2003
and 2002, respectively, was $207.2 million, $2Zfillion and $210.9 million during 2004, 2003 and)20respectively. Income taxes paid
were $129.9 million in 2004, $91.6 million in 2088d $325.5 million in 2002. Income tax refunds lede$8.9 million in 2004, $85.7 million

in 2003 and $2.7 million in 2002.

The Company has consummated the acquisitions afusaoperations, along with certain other assetsng the three years ended December
31, 2004. In connection with these acquisitions,ftllowing assets were acquired and liabilitiesuased:

Year ended December 31, 2004 2003 2002
(Dollars in thousands)
Property, plant and equipment, net $ - 46,390 866,575
Goodwill 5,274 21,743 1,335,157
Deferred credits and other liabilities (3,381) 21,754 (56,897)

Other assets and liabilities, excluding
cash and cash equivalents 107 (3,644) 100,191




Decrease in cash due to acquisitions $ 2,000 86,243 2,245,026

The Company has disposed of various operationsatefll within continuing operations, along with aartother assets, during the three years
ended December 31, 2004. In connection with thesgmoditions, the following assets were sold, litiei# eliminated, assets received and gain
recognized:

Year ended December 31, 2004 2003 2002

(Dollars in thousands)
Other assets and liabilities, excluding

cash and cash equivalents $ - - (435)
Gain on sale of assets - - (3,709)
Increase in cash due to dispositions $ - - (4144)

For information on the Company's discontinued ofi@ma, see Note 3.
(16) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts$ estimated fair values of certain of the Compafigancial instruments at December 31,
2004 and 2003.

Carr ying Fair
Amo unt value
( Dollars in thousands)
December 31, 2004
Financial assets
Other $ 96,808 96,808 (2)

Financial liabilities
Long-term debt (including

current maturities) $ 3,0 11,636 3,132,041 (1)
Interest rate swaps $ 6,283 6,283 (2)
Other $ 50,860 50,860 (2)

December 31, 2003

Financial assets
Other $ 82,258 82,258 (2)

Financial liabilities
Long-term debt (including

current maturities) $ 31 81,755 3,440,279 (1)
Interest rate swaps $ 11,693 11,693 (2)
Other $ 44,612 44,612 (2)

(1) Fair value was estimated by discounting theedaled payment streams to present value basedrafgmcurrently available to the
Company for similar debt.
(2) Fair value was estimated by the Company to@pigrate carrying value.

The carrying amount of cash and cash equivaleotsuats receivable, accounts payable and accryszhegs approximates the fair value
to the short maturity of these instruments and mtébeen reflected in the above table.

(17) BUSINESS SEGMENTS

The Company is an integrated communications compaggged primarily in providing an array of comnuaions services to its customers,
including local exchange, long distance, Interroeeas and broadband services. The Company stoveaihtain its customer relationships
by, among other things, bundling its service offgs to provide its customers with a complete afgf integrated communications services.
Effective in the first quarter of 2004, as a residiithe Company's increased focus on integratedlewfferings and the varied discount
structures associated with such offerings, the Gompuletermined that its results of operations waeldnore appropriately reported as a
single reportable segment under the provisiongatefent of Financial Accounting Standards No. IBisclosures about Segments of an
Enterprise and Related Information." Therefore,réreilts of operations for 2004 reflect the prestgon of a single reportable segment.
Results of operations for 2003 and 2002 have berfommed to the Company's 2004 presentation afiglesireportable segmel



The Company's operating revenues for its produadssarvices include the following components:

Year ended December 31, 2004 2003 2002

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

For a description of each of the sources of revensee Management's Discussion and Analysis araltRe$ 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.

(18) COMMITMENTS AND CONTINGENCIES
Construction expenditures and investments in veljdiuildings and equipment during 2005 are estichtt be $400 million.

In Barbrasue Beattie and James Sovis, on beh#iieofiselves and all others similarly situated, wntGe/Tel, Inc., filed on October 29, 2002
in the United States District Court for the EastBistrict of Michigan (Case No. 02-10277), the ptéfs allege that the Company unjustly
and unreasonably billed customers for inside wiegntenance services, and seek unspecified moneggisrand injunctive relief under
various legal theories on behalf of a purported<laf over two million customers in the Compangtsthone markets. The Court has not yet
ruled on the plaintiffs’ certification motion, ahds not yet set a date to resolve this issue. Gheigurrent status of this case, the Company
cannot estimate the potential impact, if any, the case will have on its results of operations.

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

From time to time, the Company is involved in otpesceedings incidental to its business, includidministrative hearings of state public
utility commissions relating primarily to rate makji actions relating to employee claims, occasignalance hearings before labor
regulatory agencies and miscellaneous third partyaictions. The outcome of these other proceedsngst predictable. However, the
Company does not believe that the ultimate resmiutif these other proceedings, after considerimgae insurance coverage, will have a
material adverse effect on its financial positi@sults of operations or cash flows.
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CENTURYTEL, INC.
Consolidated Quarterly Income Statement Information

(Unaudited)
First Second Third Four th

quarter  quarter  quarter quart er

(Dollars in thousands, except per share amou nts)
2004 (unaudited)
Operating revenues $ 593,704 603,555 603,879 606, 234
Operating income $ 183,557 189,911 190,869 189, 616
Net income $ 83,279 83,284 86,192 84, 489
Basic earnings per share $ .58 .60 .64 .63
Diluted earnings per share $ .57 .59 .63 .62
2003
Operating revenues $ 578,014 586,729 600,264 602, 603
Operating income $ 184,773 188,381 190,781 186, 461
Net income $ 83,919 87,367 90,979 82, 442
Basic earnings per share $ .59 .61 .63 57
Diluted earnings per share $ .58 .60 .62 .56
2002
Operating revenues $ 422,918 438,702 524,497 585, 879
Operating income $ 119,049 109,531 157,716 189, 110
Income from continuing operations $ 43,117 41,482 64,589 44, 345
Net income $ 70,767 78,763 607,749 44, 345
Basic earnings per share from continuing operations $ .30 .29 46 31
Basic earnings per share $ .50 .56 4.29 31
Diluted earnings per share from continuing operatio ns $ .30 .29 .45 31
Diluted earnings per share $ .50 .55 4.20 31

Diluted earnings per share for all periods has bestated to reflect the application of EITF 048e Note 13 for additional information.

Diluted earnings per share for the fourth quarf&20®3 included a $.06 per share charge relatepéoating taxes, net of related revenue
effect, and interest associated with various opegaax audits.

Diluted earnings per share for the third quarte2@32 included $3.67 per share related to the gaithe sale of substantially all of the
Company's wireless operations, net of amountsemritiff for costs expended related to the wirelestign of the new billing system curren
in development. Diluted earnings per share forftlhueth quarter of 2002 was negatively impacted [36%er share related to the redemption
premium on the Company Series | remarketable rthegsvere redeemed in October 2002.

On July 1 and August 31, 2002, the Company acquiezdly 650,000 telephone access lines and redestsets from Verizon. See Note 2 for
additional information.

Item 9. Changes in and Disagreements With Accountasion Accounting
and Financial Disclosure.

None.
Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Proceduré& Company maintains disclosure controls and proesddesigned to provide reasonable
assurances that information required to be disdibgethe Company in the reports it files under$leeurities Exchange Act of 1934 is timely
recorded, processed, summarized and reported aiseegThe Company's Chief Executive Officer, GierPost, Ill, and the Company's Ct
Financial Officer, R. Stewart Ewing, Jr., have exééd the Company's disclosure controls and praesdis of December 31, 2004. Based on
the evaluation, Messrs. Post and Ewing concludatttte Company's disclosure controls and procedres been effective in providing
reasonable assurance that they have been timetgdtef material information required to be filedthis annual report. Since the date of
Messrs. Post's and Ewing's most recent evaluatiere have been no significant changes in the Coypénternal controls or in other factc
that could significantly affect these controls. Tesign of any system of controls is based in gaoh certain assumptions about the
likelihood of future events and contingencies, Hrate can be no assurance that any design wilkgdcin achieving its stated goals. Because
of the inherent limitations in any control systgrau should be aware that misstatements due to erfoaud could occur and not be detected.

Reports on Internal Controls Over Financial Repartincorporated by reference from the reports appeg at the forefront of Item



"Financial Statements and Supplementary Data".
Item 9B. Other Information

None.



Item 10. Directors and Executive Officers of the Rgistrant.

The name, age and office(s) held by each of thesRagt's executive officers are shown below. Eafcthe executive officers listed below
serves at the pleasure of the Board of Directors.

Name Age Office(s) he Id with CenturyTel
Glen F. Post, Il 52 Chairman of the Board of Directors
and Chief Executive Officer
Karen A. Puckett 44 President an d Chief Operating Officer
R. Stewart Ewing, Jr. 53 Executive Vi ce President and
Chief Fina ncial Officer
David D. Cole 47 Senior Vice President -
Operations Support
Stacey W. Goff 39 Senior Vice President, General Counsel
and Secret ary
Michael Maslowski 57 Senior Vice President and
Chief Info rmation Officer

Each of the Registrant's executive officers, ext@phs. Puckett and Mr. Goff, has served as aiteiffof the Registrant and one or more of
its subsidiaries in varying capacities for morentkize past five years.

Ms. Puckett has served as President and Chief @mee@fficer of the Company since August 2002, aedtitive Vice President and Chief
Operating Officer of the Company from July 2000tigh August 2002 and as Sales and Marketing S&ffaer of BroadStream
Communications from July 1999 through July 2000m@wo Technology LLC (formerly BroadStream Commutidoss) filed for bankruptcy
on December 18, 2000 in the United States Bankyuptairt, District of Connecticut (Bridgeport). MBuckett was an officer of BroadStre,
Communications from July 1999 through July 2000.

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 July 20@BamDirector-Corporate Legal from 1998 to 2000.

The balance of the information required by Itenmislihcorporated by reference to the Registranfisidiee proxy statement relating to its
2005 annual meeting of stockholders (the "Proxyeatent™), which Proxy Statement will be filed puaatito Regulation 14A within the first
120 days of 2005.

Item 11. Executive Compensation.

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

Item 12. Security Ownership of Certain Beneficial @vners and Management.

The information required by Item 12 is incorporabgdreference to the Proxy Statement.

Item 13. Certain Relationships and Related Transaans.

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.
PART IV

Item 15. Exhibits, Financial Statement Schedulesnal Reports on Form 8-K.



a. Documents filed as a part of this report

(1) The following Consolidated Financial Statemearts included in Part Il, Item 8:

Report of Management, including its assessmeriteogffectiveness of its internal controls over fiicial reporting

Report of Independent Registered Public Accourfiiingn on Consolidated Financial Statements and [Eiah®tatement Schedule

Report of Independent Registered Public Accounfiingn on management's assessment of, and the gfexperation of, internal controls
over financial reporting

Consolidated Statements of Income for the yearseiicember 31, 2004, 2003 and 2002
Consolidated Statements of Comprehensive Incomtéoyears ended December 31, 2004, 2003 and 2002
Consolidated Balance Sheets - December 31, 2004 &0D3

Consolidated Statements of Cash Flows for the years
ended December 31, 2004, 2003 and 2002

Consolidated Statements of Stockholders' Equitytfer
years ended December 31, 2004, 2003 and 2002

Notes to Consolidated Financial Statements

Consolidated Quarterly Income Statement Information
(unaudited)

(2) Schedule:*

Il Valuation and Qualifying Accounts
* Those schedules not listed above are omittecbaapplicable or not required.
(3) Exhibits:

3.1 Amended and Restated Articles of IncorporatibRegistrant, dated as of May 6, 1999, (incorpeddiy reference to Exhibit 3(i) to
Registrant's Quarterly Report on Form 10-Q forgharter ended June 30, 1999).

3.2 Registrant's Bylaws, as amended through Augfs2003 (incorporated by reference to Exhibitd.Registrant's Current Report on Fc
8-K dated August 26, 2003 and filed on Decemb&0D3).

3.3 Corporate Governance Guidelines, as amendedghi-ebruary 22, 2005, included elsewhere herein.
3.4 Charters of Committees of Board of Directors
(&) Charter of the Audit Committee of the Boardarfectors, as amended through November 18, 20@#yded elsewhere herein.

(b) Charter of the Compensation Committee of tharBf Directors, as amended through February @84 Zincorporated by reference to
Exhibit 3.3 of Registrant's Annual Report on For@aKl for the year ended December 31, 2003).

(c) Charter of the Nominating and Corporate GoveceaCommittee of the Board of Directors, as amenhkedigh February 25, 2004
(incorporated by reference to Exhibit 3.3 of Ragist's Annual Report on Form 10-K for the year eéhBecember 31, 2003).

(d) Charter of the Risk Evaluation Committee of Buard of Directors, as amended through Februay@84 (incorporated by reference to
Exhibit 3.3 of Registrant's Annual Report on For@aKlL for the year ended December 31, 2003).

4.1 Rights Agreement, dated as of August 27, 1B8&yeen Registrant and Society National Bank, ghtRiAgent, including the form of
Rights Certificate (incorporated by reference ttiBi 1 of Registrant's Current Report on Form &t&d August 30, 1996) and Amendment
No.1 thereto, dated May 25, 1999 (incorporateddigrence to Exhibit 4.2(ii) to Registrant's ReportForm -K dated May 25, 1999) and
Amendment No. 2 thereto, dated and effective akiné 30, 2000, by and between the Registrant amipGershare Investor Services, LL



as rights agent (incorporated by reference to Hixfilh of Registrant's Quarterly report on 10-Qtfoe quarter ended September 30, 2000).

4.2 Form of common stock certificate of the Registr(incorporated by reference to Exhibit 4.3 @& Registrant's Annual Report on Form 10-
K for the year ended December 31, 2000).

4.3 Instruments relating to the Company's publitaedebt

(a) Indenture dated as of March 31, 1994 betweeiCthimpany and Regions Bank (formerly First AmeriBank & Trust of Louisiana), as
Trustee (incorporated by reference to Exhibit 4.the Company's Registration Statement on Form Begjstration No. 33-52915).

(b) Resolutions designating the terms and conditmfthe Company's 6.55% Senior Notes, Series €2005 and 7.2% Senior Notes, Series
D, due 2025 (incorporated by reference to Exhil#i74o Registrant's Annual Report on Form 10-Ktfer year ended December 31, 1995).

(c) Resolutions designating the terms and conditafrthe Company's 6.15% Senior Notes, Series & 2005; 6.30% Senior Notes, Series F,
due 2008; and 6.875% Debentures, Series G, dug #gf@28rporated by reference to Exhibit 4.9 to Ré&gint's Annual Report on Form 10-K
for the year ended December 31, 1997).

(d) Form of Registrant's 8.375% Senior Notes, SdtieDue 2010, issued October 19, 2000 (incorpdrbyereference to Exhibit 4.2 of
Registrant's Quarterly Report on Form 10-Q forgharter ended September 30, 2000).

(e) For information on Registrant's Series J natesrelated First Supplemental Indenture, see 4ténielow.

(f) Second Supplemental Indenture dated as of Augs2002 between CenturyTel and Regions Bankcgssor-ininterest to First Americe
Bank & Trust of Louisiana and Regions Bank of Léans), as Trustee, designating and outlining theteand conditions of CenturyTel's
4.75% Convertible Senior Debentures, Series K,2082 (incorporated by reference to Exhibit 4.3 eh@ryTel's registration statement on
Form S-4, File No. 333-100480).

(9) Form of 4.75% Convertible Debentures, Seriedlé 2032 (included in Exhibit 4.3(f)).

(h) Board resolutions designating the terms andlitioms of CenturyTel's 7.875% Senior Notes, Selriedue 2012 (incorporated by refere
to exhibit 4.2 of CenturyTel's registration statetnen Form S-3, File No. 333-100481).

(i) Form of 7.875% Senior Notes, Series L, due 2(d@uded in Exhibit 4.3(h)).

() Third Supplemental Indenture dated as of Fetyrad, 2005 between CenturyTel and Regions Bankcessor-innterest to First Americe
Bank & Trust of Louisiana and Regions Bank of Léans), as Trustee, designating and outlining thedeand conditions of CenturyTel's 5%
Senior Notes, Series M, due 2015 (incorporatecebsrence to Exhibit 4.1 of CenturyTel's Current &éepn Form 8-K dated February 15,
2005).

(k) Form of 5% Senior Notes, Series M, due 2018l(iged in Exhibit 4.3(j)).

4.4 $750 Million Five-Year Revolving Credit Fagfjitdated March 7, 2005, between CenturyTel, Ind.the lenders named therein, included
elsewhere herein.

4.5 First Supplemental Indenture, dated as of Ndezrl, 1998, to Indenture between CenturyTel oNbghwest, Inc. and The First
National Bank of Chicago (incorporated by referetacExhibit 10.2 to Registrant's Quarterly Repartrmrm 1(-Q for the quarter ended
September 30, 1998).

4.6 Agreements relating to equity units issued bytGryTel in May 2002:

(a) Purchase Contract Agreement, dated as of M29d2, between CenturyTel and Wachovia Bank, Natigssociation, as Purchase
Contract Agent (incorporated by reference to Exbi3 to CenturyTel's Registration Statement omF8-3, File No. 333-84276).

(b) Pledge Agreement, dated as of May 1, 2002 nolyaamong CenturyTel, JPMorgan Chase Bank, as @dlatdgent, Custodial Agent, and
Securities Intermediary, and Wachovia Bank, Natidssociation, as Purchase Contract Agent (incaisal by reference to Exhibit 4.15 to
CenturyTel's Registration Statement on Form S48, ¥o. 333-84276).

(c) First Supplemental Indenture, dated as of Ma30D2, between CenturyTel and Regions Bank, astdeyto the Indenture, dated as of
March 31, 1994, between CenturyTel and Regions BanHlrustee, relating to CenturyTel's Senior Nddesies J, due 2007 issued in
connection with the equity units (incorporated bference to Exhibit 4.2(b) to CenturyTel's RegitraStatement on Form S-3, File No. 333-
84276).



10.1 Qualified Employee Benefit Plans (excludingesal narrow-based qualified plans that cover uioployees or other limited groups of
Company employees)

(a) Registrant's Employee Stock Ownership PlanTaodt, as amended and restated February 28, 2@)@mmendment thereto dated
December 31, 2002 (incorporated by reference talitxt0.1(a) of Registrant's Annual Report on FA@K for the year ended December
2002).

(b) Registrant's Dollars & Sense Plan and Trusgrasnded and restated, effective September 1, @@mendment thereto dated Decer
31, 2002 (incorporated by reference to Exhibit (). bf Registrant's Annual Report on Form 10-Ktfoe year ended December 31, 2002).

(c) Registrant's Amended and Restated Retiremant Bffective as of February 28, 2002, and amentithereto dated December 31, 2002
(incorporated by reference to Exhibit 10.1(c) ofjR&ant's Annual Report on Form 10-K for the yeaded December 31, 2002).

10.2 Stock-based Incentive Plans

(a) Registrant's 1983 Restricted Stock Plan, da&dmtuary 21, 1984, as amended and restated asveimber 16, 1995 (incorporated by
reference to Exhibit 10.1(e) to Registrant's AnriR@port on Form 10-K for the year ended Decembei835) and amendment thereto dated
November 21, 1996, (incorporated by reference tuitkitx10.1(e) to Registrant's Annual Report on Fdit-K for the year ended December
31, 1996), and amendment thereto dated FebruardQ2g, (incorporated by reference to Exhibit 10.Ra&gistrant's Quarterly Report on Fc
10-Q for the quarter ended March 31, 1997), andnament thereto dated April 25, 2001 (incorporateddference to Exhibit 10.1 of
Registrant's Quarterly Report on Form 10-Q forgharter ended March 31, 2001), and amendment thdated April 17, 2000 (incorporated
by reference to Exhibit 10.2(a) to Registrant's dalrReport on Form 10-K for the year ended DecertheP001).

(b) Registrant's 1995 Incentive Compensation Ppgmaved by Registrant's shareholders on May 115 1@@orporated by reference to
Exhibit 4.4 to Registration No. 33-60061) and anmeadt thereto dated November 21, 1996 (incorporayeldeference to Exhibit 10.1 (1) to
Registrant's Annual Report on Form 10-K for theryeraded December 31, 1996), and amendment thea&td &ebruary 25, 1997
(incorporated by reference to Exhibit 10.1 to Regigt's Quarterly Report on Form 10-Q for the qeragnded March 31, 1997) and
amendment thereto dated May 29, 2003 (incorpoitayegference to Exhibit 10.1 to Registrant's Qurteeport on Form 10-Q for the
quarter ended June 30, 2003).

(i) Form of Stock Option Agreement, pursuant to3 &&centive Compensation Plan and dated as of Nay 295, entered into by Registrant
and its officers (incorporated by reference to BkHi0.5 to Registrant's Quarterly Report on FofiQfor the quarter ended June 30, 1995).

(i) Form of Stock Option Agreement, pursuant t®39ncentive Compensation Plan and dated as of ZBn£995, entered into by Registrant
and certain key employees (incorporated by referémd&Exhibit 10.6 to Registrant's Quarterly Remort~orm 10Q for the quarter ended Ju
30, 1995).

(iii) Form of Stock Option Agreement, pursuant 8% Incentive Compensation Plan and dated as atiegb24, 1997, entered into by
Registrant and its officers (incorporated by refeseto Exhibit 10.4 to Registrant's Quarterly RéparForm 10-Q for the quarter ended June
30, 1997).

(iv) Form of Stock Option Agreement, pursuant t®@3 dncentive Compensation Plan and dated as oBepP1, 2000, entered into by
Registrant and its officers (incorporated by refeseto Exhibit 10.1
(t) to Registrant's Annual Report on Form 10-Ktfog year ended December 31, 1999).

(v) Form of Restricted Stock and Performance Shareement, dated as of February 22, 1999, relatiregjuity incentive awards granted in
1999 pursuant to the Registrant's 1995 Incentive@msation Plan that were vested or earned whoily part in early 2004 (incorporated
reference to Exhibit 10.1(x) to Registrant's AnnRaport on Form 10-K for the year ended Decembged 329).

(c) Amended and Restated Registrant's 2000 Inee@ompensation Plan, as amended through May 28, @@brporated by reference to
Exhibit 10.2 to Registrant's Quarterly Report omrd.0-Q for the quarter ended June 30, 2000) arehdment thereto dated May 29, 2003
(incorporated by reference to Exhibit 10.2 to Regist's Quarterly Report on Form 10-Q for the qeraginded June 30, 2003).

(i) Form of Stock Option Agreement, pursuant to 2080 Incentive Compensation Plan and dated asagf2, 2001, entered into by
Registrant and its officers (incorporated by refieesto Exhibit 10.2(e) to Registrant's Annual RéporForm 10-K for the year ended
December 31, 2001).

(il Form of Stock Option Agreement, pursuant te #000 Incentive Compensation Plan and dated Beloluary 25, 2002, entered into by
Registrant and its officers (incorporated by refeeeto Exhibit 10.2(d)(ii) of Registrant's Annuadpdrt on Form 10-K for the year ended
December 31, 2002).

(d) Amended and Restated CenturyTel, Inc. 2002dibre Stock Option Plan, dated as of February @642(incorporated by reference to
Exhibit 10.2(e) of Registrant's Annual Report omrd.(-K for the year ended December 31, 20t



(i) Form of Stock Option Agreement, pursuant tofihregoing plan, entered into by CenturyTel in caction with options granted to the
outside directors as of May 10, 2002 (incorpordtgdeference to Exhibit 10.2 of Registrant's QuértReport on Form 10-Q for the period
ended September 30, 2002).

(i) Form of Stock Option Agreement, pursuant te foregoing plan, entered into by CenturyTel inreeetion with options granted to the
outside directors as of May 9, 2003 (incorporatgddierence to Exhibit 10.2(e)(ii) of Registramtisnual Report on Form 10-K for the year
ended December 31, 2003).

(e) Amended and Restated CenturyTel, Inc. 2002 glament Incentive Compensation Plan, dated as atiBgp25, 2004 (incorporated by
reference to Exhibit 10.2(f) of Registrant's AnnRalport on Form 10-K for the year ended DecembeP3Q3).

(i) Form of Stock Option Agreement, pursuant toftbregoing plan, entered into between CenturyTdl@artain of its officers and key
employees at various dates since May 9, 2002 (iocated by reference to Exhibit 10.4 of Registea@tuarterly Report on Form X@-for the
period ended September 30, 2002).

(i) Form of Stock Option Agreement, pursuant te foregoing plan and dated as of February 24, 28@gred into by Registrant and its
officers (incorporated by reference to Exhibit X€)(#) of Registrant's Annual Report on Form 10f¢¢ the year ended December 31, 2002).

(iii) Form of Stock Option Agreement, pursuanthe foregoing plan and dated as of February 25, 28@4red into by Registrant and its
officers (incorporated by reference to Exhibit X€)(#i) of Registrant's Annual Report on Form 10fst the year ended December 31, 2003).

(iv) Form of Restricted Stock Agreement, pursuarthe foregoing plan and dated as of February @d32entered into by Registrant and its
executive officers (incorporated by reference thibit 10.1 of Registrant's Quarterly Report on FA®AQ for the period ended March 31,
2003).

(v) Form of Stock Option Agreement, pursuant tofthregoing plan and dated as of February 17, 260&red into by Registrant and its
officers, included elsewhere herein.

(vi) Form of Restricted Stock Agreement, pursuarthe foregoing plan and dated as of February Q@5 2entered into by Registrant and its
executive officers, included elsewhere herein.

10.3 Other Non-Qualified Employee Benefit Plans

(a) Registrant's Key Employee Incentive Compenged®ian, dated January 1, 1984, as amended anterkatof November 16, 1995
(incorporated by reference to Exhibit 10.1(f) togi¢rant's Annual Report on Form 10-K for the yeaded December 31, 1995) and
amendment thereto dated November 21, 1996 (incargaiby reference to Exhibit 10.1 (f) to RegistsaAnnual Report on Form 10-K for
the year ended December 31, 1996), amendmentahaaittd February 25, 1997 (incorporated by referéod&xhibit 10.2 to Registrant's
Quarterly Report on Form 10-Q for the quarter enddedch 31, 1997), amendment thereto dated Apri®®1 (incorporated by reference to
Exhibit 10.2 of Registrant's Quarterly Report omd.0-Q for the quarter ended March 31, 2001) andraiment thereto dated April 17,
2000 (incorporated by reference to Exhibit 10.3¢aRegistrant's Annual Report on Form 10-K for yiear ended December 31, 2001).

(b) Registrant's Restated Supplemental ExecutivigeReent Plan, dated April 3, 2000 (incorporateddfgrence to Exhibit 10.1(d) to
Registrant's Quarterly Report on Form 10-Q fordbarter ended March 31, 2000).

(c) Registrant's Restated Supplemental Defined ridanion Plan, restated as of July 17, 2001 (inocaed by reference to Exhibit 10.1 of
Registrant's Quarterly Report on Form 10-Q fordbarter ended June 30, 2001).

(d) Registrant's Amended and Restated SupplemBotirs & Sense Plan, effective as of January 991@corporated by reference to
Exhibit 10.1
() to Registrant's Annual Report on Form 10-Ktfex year ended December 31, 1998).

(e) Registrant's Supplemental Defined Benefit Pédiective as of January 1, 1999 (incorporateddfgrence to Exhibit 10.1 (y) to
Registrant's Annual Report on Form 10-K for theryeraded December 31, 1998), and amendment thea&td &ebruary 28, 2002
(incorporated by reference to Exhibit 10.3(e) t@R&ant's Annual Report on Form 10-K for the yeaded December 31, 2001).

(f) Registrant's Amended and Restated Salary Caatiion (Disability) Plan for Officers, dated Noveent26, 1991 (incorporated by reference
to Exhibit 10.16 of Registrant's Annual Report anri 10- K for the year ended December 31, 1991).

(9) Registrant's Restated Outside Directors' Retir@ Plan, dated as of November 16, 1995 (incotpdray reference to Exhibit 10.1(t) to
Registrant's Annual Report on Form 10-K for theryaaded December 31, 1995) and amendment therttd daril 17, 2000 (incorporated
by reference to Exhibit 10.3(g) to Registrant's AalnReport on Form 10-K for the year ended DecerBtheP001) and amendment thereto
dated December 31, 2002 (incorporated by referemEshibit 10.3(g) of Registrant's Annual ReportFarm 10-K for the year ended
December 31, 2002



(h) Registrant's Restated Deferred CompensatiamfBfeOutside Directors, dated as of November B851(incorporated by reference to
Exhibit 10.1(u) to Registrant's Annual Report omd.0-K for the year ended December 31, 1995) amehaiment thereto dated April 17,
2000 (incorporated by reference to Exhibit 10.3¢hiRegistrant's Annual Report on Form 10-K forykar ended December 31, 2001).

() Registrant's Executive Officer Short-Term Inttea Program (incorporated by reference to 200k &tatement).
()) Registrant's 2001 Employee Stock Purchase ftaorporated by reference to Registrant's 200kyPR&iatement).
10.4 Employment, Severance and Related Agreements

(a) Change of Control Agreement, dated Februan2@@0 by and between Glen F. Post, Ill and Registincorporated by reference to
Exhibit 10.1(b) to Registrant's Quarterly ReportFamrm 10-Q for the quarter ended March 31, 2000).

(b) Form of Change of Control Agreement, dated &atyr 22, 2000, by and between Registrant and Davidole, R. Stewart Ewing and
Michael E. Maslowski (incorporated by referenceibiti0.1(c) to the Registrant's Quarterly Repartramrm 10-Q for the quarter ended
March 31, 2000).

(c) Form of Change of Control Agreement dated 24ly2000, by and between the Registrant and KardPugkett (incorporated by referer
to Exhibit 10.1(c) of Registrant's Quarterly RepamtForm 10-Q for the quarter ended March 31, 2000)

(d) Form of Change of Control Agreement dated Ati@és 2003 by and between Registrant and Stace@f.(incorporated by reference to
Exhibit 10.1(c) of Registrant's Quarterly Reportfmrm 10-Q for the period ended March 31, 2000).

14 Registrant's Corporate Compliance Program (pwatted by reference to Exhibit 14 of Registraitiaual Report on Form 10-K for the
year ended December 31, 20C

21 Subsidiaries of the Registrant, included elseerherein.

23 Independent Registered Public Accounting Firmsgat, included elsewhere herein.

31.1 Registrant's Chief Executive Officer certifioa pursuant to Section 302 of the Sarbanes-Okteyof 2002, included elsewhere herein.
31.2 Registrant's Chief Financial Officer certifica pursuant to Section 302 of the Sarbanes-Okletyof 2002, included elsewhere herein.

32 Registrant's Chief Executive Officer and Chiefaacial Officer certification pursuant to Sect@®d6 of the Sarbanes-Oxley Act of 2002,
included elsewhere herein.

Reports on Form 8-K.
The following items were reported in a Form 8-kefllOctober 28, 2004

Items 2.02 and 9.01. Results of Operations andni€inaCondition - News release announcing thirdrigra2004 operating results.



SIGNATURES

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

CenturyTel, Inc.,

Dat e: March 16, 2005 By: /s/ den F. Post, Il

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

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on theiddtcated.

Chairman of the Board and

/sl den F. Post, III Chi ef Executive Oficer

den F. Post, 111 March 16, 2005
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SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
CENTURYTEL, INC.

For the years ended December 31, 2004, 2003 aritl 200

Additions
Balance at charged to Deductions Balan ce
beginning costs and from Other aten d
Description of period expenses  allowance changes  of per iod

(Dollars in thousands)
Year ended December 31, 2004

Allowance for doubtful accounts $ 23,679 27,872 (30,364) (1) - 21, 187
Valuation allowance for
deferred tax assets $ 19,735 7,377 - - 27, 112
Year ended December 31, 2003
Allowance for doubtful accounts $ 33,962 31,910 (42,193) (1) - 23, 679
Valuation allowance for
deferred tax assets $ 28,380 12,978 (21,623) (2) - 19, 735
Year ended December 31, 2002
Allowance for doubtful accounts $ 13,908 34,045 (17,134) (1) 3,143(3) 33, 962
Valuation allowance for
deferred tax assets $ 19,691 8,689 - - 28, 380

(1) Customers' accounts written-off, net of rec@mer
(2) Change in the valuation allowance allocatethtome tax expense.
(3) Allowance for doubtful accounts at the datecduisition of purchased subsidiaries, net of alioge for doubtful accounts at the date of

disposition of subsidiaries sold.



Exhibit 3.3
CENTURYTEL, INC.

CORPORATE GOVERNANCE GUIDELINES
(as amended through February 22, 2005)

1. Director Qualifications

The Board will have a majority of independent dioes. The Nominating and Corporate Governance Cataenis responsible for reviewing
with the Board, on an annual basis, the requigitts and characteristics of new Board members el as the composition of the Board as a
whole. This assessment will include members' inddpece qualifications, as well as consideratiodiwérsity, age, character, skills and
experience in the context of the needs of the Bo&lidlirectors must meet any additional qualifioas established under the Company's
organizational documents. It is the general sehffeedBoard that no more than two management airecthould serve on the Board.

Nominees for directorship will be selected in ademice with the qualifications and criteria desdaibethese guidelines, as well as

policies and principles in the Committee's chaateat any selection guidelines or criteria adoptedethnder. The invitation to join the Board
should be extended on behalf of the full BoardH®y€hairman of the Nominating and Corporate Goveze&ommittee and the Chairman of
the Board.

The Board expects directors who change the jolespansibility they held when they were electechBoard to volunteer to resign from the
Board. It is not the sense of the Board that imggech instance the director should necessardydehe Board. There should, however, be an
opportunity for the Board, following a review byethNlominating and Corporate Governance Committegetermine the continued
appropriateness of Board membership under therostances.

No director may serve on more than two other uhatiid public company boards, unless this prohihiis waived by the Board. Directc
should advise the Chairman of the Board and ther@la of the Nominating and Corporate Governance@itee in advance of accepting
an invitation to serve on another public compangrdoNo director may be appointed or nominatedrewa term if he or she would be age
or older at the time of the election or appointment

The Board does not believe it should establish temits. While term limits could help insure thaetre are fresh ideas and viewpoints
available to the Board, they hold the disadvanti#desing the contribution of directors who havebeble to develop, over a period of time,
increasing insight into the Company and its operetiand, therefore, provide an increasing coniobub the Board as a whole. As an
alternative to term limits, the Nominating and Gangte Governance Committee will review each dinégtmontinuation on the Board every
three years. This will allow each director the oppoity to conveniently confirm his or her desicecbntinue as a member of the Board.

Directors will be deemed to be "independent" iftfi¢ Board affirmatively confirms that neither #ieector nor any organization with which
the director is affiliated receives any paymentsrifithe Company other than Permissible Directors omsation (as defined below) and (ii)
none of the disqualifying events or conditions $jett in Rule 303A(2)(b) of the NYSE Listed Compakianual apply to the director. For
purposes hereof, "Permissible Directors Compensatieeans (i) director and committee fees, (ii) teimsement for an annual physical,
continuing education, travel and other out-of-paakeenses in accordance with the Company's ajjdigeolicies and

(iii) a pension or other form of deferred compermafor prior service, provided such compensat®nat contingent in any way on continued
service. The Board may make determinations orpnétations under this paragraph, provided that greyconsistent with the foregoing
standards.

Once the Board has determined that a directodisgandent, the director may not engage in anydcdias with the Company, either directly
or indirectly through an immediate family memberelated entity, without such transaction beingraped by the Board.

2. Director Responsibilities

The basic responsibility of the directors is toreige their business judgment to act in what tle@gonably believe to be in the best interests
of the Company and its shareholders. In dischartfiagobligation, directors should be entitledety ron the honesty and integrity of the
Company's senior executives and its outside adviesod auditors. The directors shall also be edttteehave the Company purchase
reasonable directors' and officers' liability iresuze on their behalf, to the benefits of indemaifien to the fullest extent permitted by law ¢
the Company's articles of incorporation, by-lawd any indemnification agreements, and to exculpadi® provided by state law and the
Company's articles of incorporation.

Directors are expected to attend Board meetingsraatings of committees on which they serve, argpémd the time needed and meet as
frequently as necessary to properly discharge theponsibilities. Information and data that arpanant to the Board's understanding of the
business to be conducted at a Board or committetimgeshould generally be distributed in writingthe directors before the meeting, and
directors should review these materials in advarfitke meeting.

The Board has no policy with respect to the separatf the offices of Chairman and the Chie Exeautfficer. The Board believes that this
issue is part of the succession planning procesdteaat it is in the best interests of the Compamtlie Board to make a determination whe



elects a new chief executive officer.

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

The non-management directors will meet in execlugegsion at least quarterly. The director who pgessat each of these meetings will be an
independent director chosen annually by the nonag@ment directors, and will be disclosed in theuahproxy 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 BBoard members would do this with
the knowledge of the management and, absent unciscamstances or as contemplated by the comnttiagers, only at the request of
management.

3. Board Committees

The Board will have at all times an Audit Committae&Compensation Committee and a Nominating ang@ate Governance Committee.
All of the members of these committees will be ipeledent directors, as defined in Section 1 above.

Committee members will be appointed by the Boammhugcommendation of the Nominating and CorporateeBhance Committee with
consideration of the desires of individual direstdt is the sense of the Board that consideratimuld 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 atanece 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 membership, proceddoesommittee member appointment and removal, citeenstructure and operations
committee reporting to the Board. The charters &ldb provide that each key committee will annuelmluate its performance.

The Chair of each committee, in consultation with committee members, will determine the frequearay length of the committee meetings
consistent with any requirements set forth in themittee's charter. The Chair of each committeepimsultation with members of the
committee and others specified in the committeesster, 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 any offieéthe Company in advance.

Each committee may meet in executive session aga aft it deems appropriate, and shall have the ovabtain and review any information
that the committee deems necessary to performutiatibns 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 amghloyees of the Company. Any meetings or conthetisa director wishes to initiate may
be arranged through the CEO or the Secretary ecttijrby the director. The directors will use theidgment to ensure that any such conte
not disruptive to the business operations of them@any and will, to the extent not inappropriatgycthe CEO on any written
communications between a director and an officeamoployee of the Company.

The Board welcomes regular attendance at each Boeeting of senior officers of the Company. If @O wishes to have additional
Company personnel attendees on a regular basisubgestion should be brought to the Board forayab.

5. Director Compensation

The form and amount of director compensation wélidetermined by the Nominating and Corporate Garezea Committee in accordance
with the policies and principles set forth in itgacter, and such Committee will conduct an annenakrv of director compensation. The
Nominating and Corporate Governance Committeeaaitisider whether directors' independence may hgajeired if director compensati
and perquisites exceed customary levels, or iDtbmpany makes substantial charitable contributiortgganizations with which a director is
affiliated.

6. Director Orientation and Continuing Education

The Nominating and Corporate Governance Commitia#t maintain an Orientation Program for new dioest All new directors must
participate in the Company's Orientation Prograimictv should be conducted as soon as practicalderadiv directors are elected



appointed. This orientation may include presentatioy senior management to familiarize new directdth the Company's strategic plans,
its significant financial, accounting and risk mgament issues, its corporate compliance prograrhfwnclude its code of business conc
and ethics), its principal officers, and its int@rand independent auditors. All other directoesalso 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 and regulabeyelopments, and to provide adequate resourcagpmrt directors in understanding the
Company's business and matters to be acted ugmaat and committee meetings.

7. CEO Evaluation and Management Succession

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

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

8. Annual Performance Evaluation

The Board of Directors will conduct an annual sal&luation to determine whether it and its comragtare functioning effectively. The
Nominating and Corporate Governance Committeeratileive comments from all directors and report atipdo the Board with a
assessment of the Board's performance, which witliscussed with the full Board. The assessmehfaeils on the Board's contribution to
the Company and specifically focus on areas in vttie Board or management believes that the Baarftl mprove.

9. Standards of Business Conduct and Ethics

All of the Company's directors, officers and emgey are required to abide by the Company's longiistg Corporate Compliance Program,
which includes standards of business conduct drnidsefThe Company's program and related procedungess all areas of professional
conduct, including employment policy, conflictsioferests, protection of confidential informati@s, well as strict adherence to all laws and
regulations applicable to the conduct of the Comg[salpusiness.

Any waiver of the Company's policies, principleggoidelines relating to business conduct or etficexecutive officers or directors may be
made only by the Audit Committee, and will be praipplisclosed as required by law or stock exchaieggilation.

kkkkkhkkh*k k%

o Originally adopted by the Nominating and Corper@bvernance Committee and the Board of DirectorBabruary 17, 2003 and February
25, 2003, respectively.

0 Sections 1, 3, 6 and 7 amended by the NominatiigCorporate Governance Committee and the Bodbire€tors on November 18, 2003
and November 20, 2003, respectively.

o Sections 1, 3 and 9 amended by the NominatingCaimdorate Governance Committee and the Board refcRirs on February 19, 2004 and
February 25, 2004, respectively.

o Section 1 amended by the Nominating and Corp@ateernance Committee and the Board of DirectorBetsruary 18, 2005 and February
22, 2005, respectively.



Exhibit 3.4(a)

CENTURYTEL, INC.

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

I. SCOPE OF RESPONSIBILITY
A. General

Subject to the limitations noted in Section VI, frénary function of the Audit Committee is to afghe Board of Directors (the "Board") in
fulfilling its oversight responsibilities by (1) evseeing the Company's system of financial repgraditing, controls and legal compliance,
(2) monitoring the operation of such system andrtegrity of the Company's financial statemen3$,nionitoring the qualifications and
independence of the outside auditors, and the peaioce of the outside and internal auditors, ahde@orting to the Board periodically
concerning activities of the Audit Committee.

B. Relationship to Other Groups

The management of the Company is responsible pityriar developing the Company's accounting pragjqreparing the Company's
financial statements, maintaining internal controdaintaining disclosure controls and procedurad,@eparing the Company's disclosure
documents in compliance with applicable law. Therimal auditors are responsible primarily for objady assessing the Company's internal
controls. The outside auditors are responsible gmilynfor auditing and attesting to the Companiriafcial statements and management's
assessment of internal controls. Subject to thigdiions noted in Section VI, the Audit Committes, the delegate of the Board, is respon:
for overseeing this process and discharging suwdr dtinctions as are assigned by law, the Compangé&nizational documents, or the Bo
The functions of the Audit Committee are not intethdo duplicate, certify or guaranty the activitidsnanagement or the internal or outside
auditors.

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

II. COMPOSITION

The Audit Committee will be comprised of three asredirectors, each of whom will be appointed amaced by the Board in accordance
with the Company's bylaws. Each member of the AGdinmittee will meet the standards of independemegher qualifications required
from time to time by the New York Stock Exchangeg¢ttn 10A(m)(3) of the Securities Exchange Ac1884 (the "Exchange Act") and the
rules and regulations of the Securities and Exch&@gmmission (the "SEC"), and at least one memideinvthe judgment of the Board have
accounting or related financial management expemisaccordance with New York Stock Exchange lggstandards. The Audit Committee's
chairperson shall be designated by the Board. TuditAommittee may form and delegate authorityuecemmittees consisting of one or
more members when appropriate, including the aityhtar grant preapprovals of audit and permitted-aodit services by the outside
auditors, subject to any limitations or reportieguirements established by law or the Company'segiures.

. MEETINGS

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

IV. POWERS

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



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

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

The Audit Committee shall have the power to issueraports or perform any other duties requiredd)ythe Company's articles of
incorporation or bylaws, (b) applicable law or fa)es or regulations of the SEC, the New York StBgkhange, or any other self-regulatory
organization having jurisdiction over the affaifslte Audit Committee. The Audit Committee may atapy policies or procedures required
under any such articles, bylaws, laws, rules oula@ns, or that it, in its discretion, may det@reto be advisable in connection with its
oversight functions.

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

V. PERIODIC OVERSIGHT TASKS

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

VI. LIMITATIONS

The Committee's failure to investigate any matteresolve any dispute or to take any other actmrexercise any of its powers in connec
with the good faith exercise of its oversight fuaas shall in no way be construed as a breaclsaliities or responsibilities to the Company,
its directors or its shareholders.

The Audit Committee is not responsible for prepautime Company's financial statements, planningoadacting the audit of such financial
statements, determining that such financial statésnere complete and accurate or prepared in aacoedwvith generally accepted accounting
standards, or assuring compliance with applicabhes lor the Company's policies, procedures and @sntll of which are the responsibility

of management or the outside auditors. The Audih@dtee's oversight functions involve substantiddlyser responsibilities than those
associated with the audit performed by the outaidiitors. In connection with the Audit Committea®rsight functions, the Committee may
rely on (i) management's representations thatittamtial statements have been prepared with inyegnid objectivity and in conformity with
accounting principles generally accepted in thetdéhStates and (ii) the representations of thernateor outside auditors.

In carrying out its oversight functions, the Au@ibmmittee believes its policies and procedures lsh@main flexible in order to best react to
a changing environment.

* k k ok ok ok kx k%

o Originally adopted and approved by the Audit Cdttee and Board on November 18, 1999.

o Amended by the Board on February 28, 2001, Fep2&, 2002, February 25, 2003, February 25, 20@¥November 18, 2004, in each
case following prior approval thereof by the Audiimmittee.



ADDENDUM

AUDIT COMMITTEE CHECKLIST

First Second  Third Fourth As
Quarter Quarter Quarter Quarter Needed
Annual Audit Planning e e e e e
1. appoint or replace the outside auditors X
and approve the compensation and other terms of
the outside auditors' annual engagement
2. pre-approve all auditing services X X
3. review significant relationships between X X
the outside auditors and the Company, including tho se
described in written statements of the outside audi tors
furnished under ISB Standard No. 1 and employment
relationships proscribed under Rule 2-01(c)(2) of
Regulation S-X*
4. discuss the scope and comprehensiveness of X X
the audit plan, including changes from prior years and
the coordination of the efforts of the outside and
internal auditors
Review of Financial Information
5. meet to review and discuss with manageme nt and X X X X
the outside auditors the Company's quarterly financ ial
statements and MD&A disclosures prior to their publ ic
release
6. discuss with management the Company's fi nancial X X X X
information and earnings guidance provided to anal ysts
and rating agencies
7. review with management and the outside X X X X
auditors the Company's financial information, inclu ding
(a) any report, opinion or review rendered on
the financial statements by management or the
outside auditors (including under SAS No. 61 or
71), (b) any analysis prepared by management or
the outside auditors setting forth significant
financial reporting issues and judgments made
in connection with the preparation of the
financial statements and (c) the effect of
regulatory and accounting initiatives
8. review and discuss reports from the outs ide X X
auditors on:
(a) the Company's critical accounting
policies
(b) all alternative treatments of finan cial
information within GAAP that have been discussed wi th
management, ramifications of the use of such altern ative
treatments, and the treatment preferred by the outs ide
auditors
(c) other material written communicatio ns
between the outside auditors and management, such a s
any management letter or schedule of unadjusted
differences
9. review and discuss reports from the outs ide X X X X X
auditors on:
(a) conditions or matters, if any, that must
be reported under generally accepted auditing stand ards

(including SAS No. 61), including:

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

(i) the outside auditors' views
regarding the Company's financial disclosures, the
quality of the Company's accounting principles as
applied, the underlying estimates and other
significant judgments made by management in prepari ng
the financial statements, and the compatibility of the
Company's principles and judgments with prevailing



practices and standards

(b) matters, if any, that must be
reported under the federal securities laws
(including Section 10A of the Exchange Act)

(c) communications, if any, with the
national office of the outside auditors pertaining
to the Company's financial affairs

10. review with management and the outside
auditors majorissues regarding accounting principle s
and financial statement presentations, if any,
including (a) significant changes in the Company's
selection or application of accounting principles,

(b) major issues as to the adequacy of the Company' s
internal controls, its disclosure controls and
procedures, or its financial reporting processes, a nd

(c) special audit steps adopted in light of materia |
control deficiencies

11. discuss with management and the outside
auditors the effect of regulatory and accounting
initiatives as well as off-balance sheet structures
on the Company's financial statements

12. discuss the Company's major financial
risk exposures and the steps management has taken t o
monitor and control such exposures

13. review the accounting implications of
significant new transactions, if any

Conduct of Meetings

14. in connection with each periodic report
of the Company, review:

(a) management's required disclosure,
if any, to the Audit Committee under ss.302 of the
Sarbanes-Oxley Act regarding significant deficienci es
in internal controls over financial reporting
or reportable fraud

(b) the contents of the certifications

of the Company's CEO and CFO included in such repor t

15. receive reports, if any, regarding (a)
non-audit services that the Chairman (or any subcom mittee)
pre-cleared the outside auditor to perform since th e last
meeting, (b) letters received by the Chairman under the
Company's accounting complaint procedures and (c) a ny other
"whistle blower" reports alleging material violatio ns
within the purview of the Audit Committee's functio ns

16. review the extent to which the Company h as
implemented changes in practices or controls that w ere
previously recommended to or approved by the Audi
Committee

17. receive reports regarding significant
changes to GAAP or regulations impacting the Audit

Committee
18. meet in executive session with the outsi de
auditors, internal auditors and management, as nece ssary

Annual Reports

19. recommend to the Board whether the audit ed
financial statements should be included in the
Company's 10-K report

20. approve the annual proxy statement repor t
of the Audit Committee required by the rules of the SEC
21. review and approve the disclosures in ea ch
10-K report regarding management's internal control report

Oversight of the Company's Outside Auditors

22. pre-clear the engagement of the outside auditors
to conduct any non-audit services not pre-clear ed by
the Chairman (or a subcommittee)



23. obtain and review a report from the outs
auditors regarding (a) the outside auditor's intern
quality-control procedures, (b) any material issues
raised by the most recent internal quality-control
review, or peer review, of the firm, or by any inqu
or investigation by governmental or professional
authorities within the preceding five years
respecting any audit engagement, (c) any steps take
to deal with any such issues, and (d) assurances th
the outside auditing firm is registered in good sta
with the Public Company Accounting Oversight Board

24. review and evaluate the lead audit partn
and ensure his rotation as required by law

25. monitor the effectiveness of the Company
hiring policies for employees or former employees
of the outside auditors (maintained under Section
10A(l) of the Exchange Act and NYSE Rule 303A(7))

Oversight of the Company's Internal Auditors

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

27. meet, if possible, with the entire inter
auditing staff

28. review significant reports to management
prepared by the internal auditing department and
management's responses

29. discuss with the outside auditors and
management the internal audit department's plans,
responsibilities, preliminary budget, independence
and staffing for the upcoming year (including the
use of third party firms) and any recommended
changes thereto

Compliance Oversight Responsibilities

30. monitor the effectiveness of the
Company's procedures for receiving, retaining, and
handling confidential, anonymous complaints regardi
accounting, controls or auditing matters (maintaine
under SEC Rule 10A-3)

31. discuss any correspondence with regulato
governmental agencies and any published reports
which raise material issues regarding the Company's
financial statements or accounting policies

32. review the adequacy of the Company's
disclosure controls and procedures

33. review reports on "related party" transa

34. solicit, as necessary, germane reports o
information from other committees with related over
functions

35. review periodically the procedures estab
by the Company to monitor its compliance with debt

36. consult periodically with counsel concer
the AuditCommittee's responsibilities or legal matt
that may have a material impact on the Company's
financial statements, controls, or corporate compli
procedures

Self Assessment

37. review annually the Audit Committee's
self-review criteria

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

Charter

39. review this checklist and the related Au
Committee charter annually, and consider, adopt and
submit to the Board any proposed changes
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40. include a copy of the Audit Committee ch arter
as an appendix to the proxy statement at least once
every three years

41. periodically review the charter of the
internal audit department, and consider and adopt
necessary changes

KkkkkkkkKk*

Last Revised: November 18, 2004.

* The Audit Committee may request verification thatemployee of the Company in a financial repgrtimersight role is a former partner,
principal, shareholder or professional employethefoutside auditors, and may review any additioeedrds or certifications necessary to

verify the outside auditors' independence undeuReign S-X.
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CREDIT AGREEMENT (this "Agreement"), dated as ofgla 7, 2005, among CENTURYTEL, INC., a Louisianapayation (the
"Borrower"), the several banks and other finanitiatitutions or entities from time to time partiesthis Agreement (the "Lenders"),
WACHOVIA BANK, N.A., as syndication agent (in suchpacity, the "Syndication Agent"), BANK OF AMERICA.A., THE BANK OF
TOKYO-MITSUBISHI, LTD., COBANK, ACB and SUNTRUST BHK, as co-documentation agents (in such capatigy; €o-
Documentation Agents"), and JPMORGAN CHASE BANKAN.as administrative agent (in such capacity,"teministrative Agent").

The parties hereto hereby agree as follows:

SECTION 1
DEFINITIONS.

1.1. Certain Defined Terms.

As used in this Agreement, the following terms khat/e the following meanings (such meanings tedpgally applicable to both the singular
and plural forms of the terms defined):

"ABR" means, for any day, a rate per annum (roungagards, if necessary, to the next 1/16 of 1%étuthe greater of (a) the Prime Rate
in effect on such day and (b) the Federal Fundsdiiffe Rate in effect on such day plus 1/2 of 1%. gurposes hereof: "Prime Rate" shall
mean the rate of interest per annum publicly anoedrirom time to time by JPMorgan Chase Bank ggritae rate in effect at its principal
office in New York City (the Prime Rate not beimjdnded to be the lowest rate of interest chargetPiMorgan Chase Bank in connection
with extensions of credit to debtors). Any changéie ABR due to a change in the Prime Rate oF#dueral Funds Effective Rate shall be
effective as of the opening of business on thecéffe day of such change in the Prime Rate or #ueFal Funds Effective Rate, respectively.

"ABR Loan" means any Loan the rate of interesti@pple to which is based upon the ABR.

"Acquisitions" means the acquisition by the Borroweits Subsidiaries of at least a majority of tapital stock or all or substantially all of
the Property of another Person, division of anoBenson or other business unit of another Persbeth&r or not involving a merger or
consolidation of such Person, provided that sughd®eor Property is used or useful in the samesiméar line of business as set forth on
Schedule 4.17 hereto (or any reasonable extensiomgpansions thereof).

"Adjusted Consolidated Net Worth" means, as ofdte of determination, Consolidated Net Worth mifiudeferred assets other than
prepaid insurance, prepaid taxes, prepaid inteeggtaordinary retirements, and deferred chargesrevbuch deferred charges are considered
by Tribunals when setting rates, (ii) patents, caghts, trademarks, trade names, franchises, expetal expense, goodwill (other than
goodwill arising from the purchase of capital stoclkassets of a Person engaged in the businessbéelson Schedule 4.17) and similar
intangible or intellectual property, and

(iii) unamortized debt discount and expense (othen debt discount and expense of the Companiaselddn jurisdictions where such items
are considered by Tribunals when setting rates).

"Administrative Agent" is defined in the introdusti to this Agreement.

"Affiliate" of any Person means any other indivitioaentity that directly or indirectly controlsy & controlled by, or is under common
control with, such Person, and, for purposes af deffinition only, "control,” "controlled by," arfdinder common control with" mean
possession, directly or indirectly, of the powedtect or cause the direction of the managemepbbicies of such Person (whether through
ownership of Voting Stock, by contract, or othemyis

"Agents" means the Administrative Agent, the Syatdan Agent and the Co-Documentation Agents.

"Agreement" means this Five-Year Revolving Credjrdement, as the same may be amended, suppleme@ified or restated from time
to time.

"Applicable Margin" means, at the time of any detiration thereof, for purposes of all Loans, thegmaof interest over the ABR or the
Eurodollar Rate, as the case may be, which is cgylk at the time of any determination of interasts under this Agreement, which
Applicable Margin shall be adjusted based on theddJnsecured Long-Term Debt Rating, as determazedf the last day of the
immediately preceding fiscal quarter of the Borrovas follows:

Senior Unsecured Long-Term Debt  Eurodollar Loa n Margin  ABR Loan Margin
Rating
A- or A3 or better 37.5 basis poi nts 0 basis points

BBB+ or Baal 50.0 basis poi nts 0 basis points




BBB or Baa2 62.5 basis poi nts 0 basis points

BBB- or Baa3 87.5 basis poi nts 0 basis points

Below BBB- or Baa3 100.0 basis po ints 0 basis points

Until the delivery to the Lenders of the Borrowexiglited financial statements for the 2004 fisealry the Senior Unsecured Long-Term Debt
Rating shall be deemed to be no higher than BBEi+Bam1.

"Application" means an application, in such forntlaes Issuing Lender may specify from time to timegjuesting the Issuing Lender to open a
Letter of Credit.

"Approved Fund" is defined in Section 11.18(b)(ii).
"Assignee" is defined in Section 11.18(b)(i).
"Assignment and Assumption” means an Assignmentiastdimption, substantially in the form of Exhibit D

"Attributable Debt" means, in respect of any sald keaseback transaction, at the time of determoimathe present value of the obligation of
the lessee for net rental payments during the mentaterm of the lease included in such sale aasdpack transaction including any period
for which such lease has been extended or malgeaddie option of the lessor, be extended. Suddeptevalue shall be calculated using a
discount rate equal to the rate of interest impiitsuch transaction, determined in accordanck GAAP.

"Available Commitment" means as to any Lender gttane, an amount equal to the excess, if anyaps(ch Lender's Commitment then in
effect over
(b) the aggregate principal amount of Revolvingdasions of Credit made by such Lender.

"Board" means the Board of Governors of the Fedeeslerve System of the United States.
"Borrower" is defined in the introduction to thiggfeement.

"Borrowing" means a borrowing consisting of simoiaus Loans from each of the Lenders distributeabhaamong the Lenders in
accordance with their respective Commitments.

"Borrowing Date" means the Business Day upon wttiehproceeds of any Borrowing are to be made aeait®a the Borrower.

"Business Day" means a day other than a Saturdeday or other day on which commercial banks in N@rk City are authorized or
required by law to close, provided, that with rede notices and determinations in connection vatid payments of principal and interest
on, Eurodollar Loans, such day is also a day &itrg by and between banks in Dollar depositsénnterbank eurodollar market.

"Capital Stock" means any and all shares, interpsisicipations or other equivalents (however giesied) of capital stock of a corporation,
any and all equivalent ownership interests in &&efother than a corporation) and any and allavdss, rights or options to purchase any of
the foregoing.

"Cash Equivalents" means, as at any date, (a)iiestissued or directly and fully guaranteed auired by the United States or any agency or
instrumentality thereof (provided that the fulltfaand credit of the United States is pledged ppsut thereof) having maturities of not more
than twelve months from the date of acquisition,d@llar denominated time deposits and certificatiedeposit of (i) any Lender, (i) any
domestic commercial bank of recognized standingrigagapital and surplus in excess of $500,000,000 o

(iii) any bank whose short-term commercial pap&ngafrom S&P is at least A-1 or the equivalentréed or from Moody's is at least P-1 or
the equivalent thereof (any such bank being an féygd Bank™), in each case with maturities of narenthan 270 days from the date of
acquisition, (c) commercial paper and variablebad rate notes issued by any Approved Bank (athbyparent company thereof) or any
variable rate notes issued by, or guaranteed lyydamestic corporation rated A-1 (or the equivatbereof) or better by S&P or P-1 (or the
equivalent thereof) or better by Moody's and matyisvithin six months of the date of acquisition), (€lpurchase agreements entered into by
any Person with a bank or trust company (including of the Lenders) or recognized securities désdeing capital and surplus in excess of
$500,000,000 for direct obligations issued by diyfguaranteed by the United States in which suetséh shall have a perfected first priority
security interest (subject to no other Liens) aadiing, on the date of purchase thereof, a fair etarilue of at least 100% of the amount of
the repurchase obligations and (e) investmentssified in accordance with GAAP as current assetsioney market investment programs
registered under the Investment Company Act of 184@mended, which are administered by reputatdedial institutions having capital

at least $500,000,000 and the portfolios of whiehlenited to investments of the character describethe foregoing subdivisions (a) throt

(d).

"CLO" is defined in Section 11.18(b)(ii



"Closing Date" means March 7, 2005.
"Code" means the Internal Revenue Code of 198&mended, together with rules and regulations prgatatl thereunder.
"Co-Documentation Agents" is defined in the introtion to this Agreement.

"Commitment" means, as to any Lender, the obligatibsuch Lender to make Loans and participateeittelrs of Credit in an aggregate
principal amount not to exceed the amount set faniher the heading "Commitment" opposite such LEsdame on Schedule 1 or in the
Assignment and Assumption pursuant to which suatdeebecame a party hereto, as the same may bgezhfrom time to time pursuant to
the terms hereof. The original amount of the T@@mmitments is $750,000,000.

"Commitment Fee" is defined in Section 2.4(a).
"Commitment Fee Percentage" is defined in Sectid(a).
"Commitment Period" means the period from and idicig the Closing Date to the Termination Date.

"Commitment Utilization Percentage" means on anyttia percentage equivalent of a fraction (a) tin@erator of which is the Used
Commitment and

(b) the denominator of which is the aggregate arhofithe Total Commitments. Notwithstanding theefgoing, the Commitment Utilization
Percentage shall be deemed to be 100% if any Laralstters of Credit remain outstanding after themnitments hereunder have been
terminated.

"Companies" means, collectively, the Borrower asdsubsidiaries and "Company" means any of the same

"Conduit Lender" means any special purpose corjfporatrganized and administered by any Lender ferpihrpose of making Loans
otherwise required to be made by such Lender asigiggted by such Lender in a written instrumentyjated, that the designation by any
Lender of a Conduit Lender shall not relieve thsigieating Lender of any of its obligations to fuméloan under this Agreement if, for any
reason, its Conduit Lender fails to fund any suolan, and the designating Lender (and not the Cohéuider) shall have the sole right and
responsibility to deliver all consents and waiverguired or requested under this Agreement witheetsto its Conduit Lender, and provided,
further, that no Conduit Lender shall (a) be estitto receive any greater amount pursuant to $e2tit0, 2.12, 2.20, 6.7 or 11.21 than the
designating Lender would have been entitled toivede respect of the extensions of credit madsusgh Conduit Lender or (b) be deemed to
have any Commitment.

"Confidential Information Memorandum™ means the fidential Information Memorandum dated February 23805 and furnished to certain
Lenders.

"Consolidated Net Worth" means, as of the dateetérnination, the amount of stated capital plusi{mus, in the case of a deficit) the
capital surplus and earned surplus of the Compaagesalculated in accordance with GAAP (but trepiVinority Interests in Subsidiaries as
liabilities and excluding the contra-equity accorggulting from the Borrower's obligations undsramployee stock ownership plan
commitments). For purposes of this Agreement, Cligeted Net Worth shall exclude the effect of FAS&tements No. 101 ("Regulated
Enterprises-Accounting for the Discontinuation gfphication of FASB Statement No. 71"), 106 ("Emysos' Accounting for Postretirement
Benefits Other than Pensions"), 142 ("Goodwill &ttier Intangible Assets") and 144 ("Accountingtfoe Impairment or Disposal of Long-
Lived Assets") of the Financial Accounting StandaBibard.

"Consolidated Total Funded Debt" means, as of ttie df determination, the aggregate principal arhotiall Funded Debt of the Borrower
and its Subsidiaries at such date, determinedammsolidated basis in accordance with GAAP.

"Current Date" means any date after February 15200

"Current Financials" means the consolidated Firdr&tatements of the Companies for the fiscal geded December 31, 2003, and the nine
months ended September 30, 2004.

"Debt" means (without duplication), for any Persalhpbligations, contingent or otherwise (inclugljinvithout limitation, contingent
obligations in connection with letters of credithich in accordance with GAAP should be classifipdn such Person's balance sheet as
liabilities, but in any event including, withoutditation, whether or not such obligations in acemrcke with GAAP should be classified as
liabilities, (a) liabilities secured (or for whithe holder of such Debt has an existing Right, iogeint or otherwise, to be so secured) by any
Lien existing on property owned or acquired by sBehson or a Subsidiary thereof (whether or notitthdlity secured thereby shall have
been assumed), (b) obligations which have beemderuGAAP should be capitalized for financial repay purposes, (c) all guaranties,
endorsements, and other contingent obligations regpect to Debt of others, including, but not tadito, any obligations to purchase, sel
furnish property or services intended by a Compganmarily for the purpose of enabling such othersBa to make payment of any of such
Person's Debt, or to otherwise assure the holdanybf such Debt against loss with respect theeatd (d) liabilities under any Swap
Agreement



"Debt Rating" means the public debt rating by S&®E &oody's for that class of non-credit enhancedia® unsecured debt with an original
term of longer than one year issued by the Borromréch has the lowest rating of all classes of nogdit enhanced, senior unsecured debt
with an original term of longer than one year iskbg the Borrower.

"Debtor Relief Laws" means the Bankruptcy CodehefWnited States of America and all other appliediojuidation, conservatorship,
bankruptcy, moratorium, rearrangement, receivershgolvency, reorganization, fraudulent transfecaenveyance, suspension of payments,
or similar Laws from time to time in effect affengi the Rights of creditors generally.

"Default” means the occurrence of any event whith e giving of notice or the passage of timéoth would become an Event of Default.
"Dollars" and "$" means dollars in lawful currenafythe United States.

"EBITDA" means for any period, consolidated netadme of the Companies for such period plus, witltuglication and to the extent
reflected as a charge in the statement of suctotidaged net income for such period, the sum ofr{@dme tax expense, (b) interest expense,
amortization or write-off of debt discount and d&stuance costs and commissions, discounts andfetteeand charges associated with
indebtedness (including the Loans), (c) depreaiagiod amortization, (d) any extraordinary or noargang non-cash expenses or losses, (e)
any non-cash charges resulting from requirementsaik-to-market Swap Agreements and (f) non-cagemses or losses which result from
the implementation of FASB statement of Financiatéunting Standards No. 142 ("Goodwill and Oth¢amgible Assets") and 144
("Accounting for the Impairment or Disposal of Lehiyed Assets"), and minus, (a) to the extent ideld in the statement of such
consolidated net income for such period, any extliaary, unusual or non-recurring income or gainslgding, whether or not otherwise
includable as a separate item in the statementadf sonsolidated net income for such period, gainthe sales of assets outside of the
ordinary course of business) and (b) any cash paismeade during such period in respect of itemsrite=d in clause (d), (e) or (f) above
subsequent to the fiscal quarter in which the @iwnon-cash expenses or losses were reflectedlarge in the statement of consolidated
net income, all as determined on a consolidatei$ bas

"Eligible Reinvestment" means (i) any acquisitisrhéther or not constituting a capital expenditlbig, not constituting an Acquisition) of
assets or any business (or any substantial pagdfaised or useful in the same or a similar &hbusiness as set forth on Schedule 4.17
hereto (or any reasonable extensions or expangiensof) and (ii) any Acquisition.

"Environmental Law" means any Law that relatedhénvironment or handling or control of HazardSubstances.

"Equity Units" means (i) the $500,000,000 aggregeatecipal amount of equity units issued by theBarer on April 29, 2002 and (ii) any
subsequent offering of equity units issued by tber@wver the structure, terms and conditions of Whice substantially similar to the offering
referred to in clause (i) above.

"ERISA" means the Employee Retirement Income Sgcigt of 1974, as amended from time to time, drlregulations promulgated
thereunder.

"ERISA Affiliate" means any company or trade or iness (whether or not incorporated) which, for jmsgs of Title IV of ERISA, is a
member of a group of which Borrower is a memberwhith is under common control with Borrower withiire meaning of section 414 of
the Code.

"Eurocurrency Reserve Requirements" mean, for ayyad applied to a Eurodollar Loan, the aggregaitbhdut duplication) of the maximum
rates (expressed as a decimal fraction) of regexp@rements in effect on such day (including hasipplemental, marginal and emergency
reserves) under any regulations of the Board agrothibunal having jurisdiction with respect therelealing with reserve requirements
prescribed for eurocurrency funding (currently refd to as "Eurocurrency Liabilities" in Regulatibrof the Board) maintained by a mem
bank of the Federal Reserve System.

"Eurodollar Base Rate" means, with respect to elaghduring each Interest Period pertaining to aoHoltar Loan, the rate per annum
determined on the basis of the rate for deposiBuaithars for a period equal to such Interest Pedothmencing on the first day of such
Interest Period appearing on Page 3750 of the dtelacreen as of 11:00 A.M., London time, two BestDays prior to the beginning of s
Interest Period. In the event that such rate doeappear on Page 3750 of the Telerate screeriiervaise on such screen), the "Eurodollar
Base Rate" shall be determined by reference to stigr comparable publicly available service fapttying eurodollar rates as may be
selected by the Administrative Agent or, in theaatt® of such availability, by reference to the edtevhich the Administrative Agent is
offered Dollar deposits at or about 11:00 A.M., N¥éark City time, two Business Days prior to the meing of such Interest Period in the
interbank eurodollar market where its eurodollat fareign currency and exchange operations arelibarg conducted for delivery on the
first day of such Interest Period for the numbeda&js comprised therein.

"Eurodollar Loan" means any Loan the rate of irgeegplicable to which is based upon the Eurod®lkte.

"Eurodollar Rate" means, with respect to each daind each Interest Period pertaining to a Eur@ddlban, a rate per annum determinec
such day in accordance with the following formulaufided upward to the nearest 1/100th of 1%):

Eurodollar Base Rate




1.00 - Eurocurrency Reserve Requirements

"Eurodollar Tranche" means the collective referetocEurodollar Loans the then current Interestdisriwith respect to all of which begin on
the same date and end on the same later date @vlwethot such Loans shall originally have beenerauthe same day).

"Event of Default" means any of the events desdrineSection 8, provided there has been satisfigd@quirement in connection therewith
for the giving of notice, lapse of time, or happenof any further condition, event, or act.

"Excess Utilization Day" means each day on whigh@@mmitment Utilization Percentage equals or eds&8%.

"Existing Credit Agreement" means that certain $333,333 Three-Year Revolving Credit Agreementdiate of July 22, 2002, among the
Borrower, the lenders party thereto, JPMorgan CBas¥, as administrative agent, Wachovia Bank, Na&.syndication agent and Bank of
America, N.A., Bank One, NA and SunTrust Bank, @glocumentation agents, as amended, restated esugpled or modified from time to
time.

"Federal Funds Effective Rate" means, for any tleg/weighted average of the rates on overnightré&diends transactions with members of
the Federal Reserve System arranged by federas forudkers, as published on the next succeedingiBssiDay by the Federal Reserve Bank
of New York, or, if such rate is not so published &ny day that is a Business Day, the averageeofjiotations for the day of such
transactions received by JPMorgan Chase Bank fnoeetfederal funds brokers of recognized standiterted by it.

"Financial Officer" means the chief financial offig treasurer or controller of the Borrower.
"Financial Report Certificate" means a certificatdstantially in the form of Exhibit C.

"Financial Statements" means balance sheets, instatements, statements of stockholders' equitystatements of cash flow prepared in
comparative form to the corresponding period ofgteceding fiscal year.

"Funded Debt" with respect to any Person, shallma® include, as of any date as of which the arninmeof is to be determined, (a)
indebtedness of such Person for borrowed monewll(bpligations of such Person for the deferrectpase price of property or services
(other than current trade payables incurred irotidénary course of such Person's business), (opétjations of such Person evidenced by
notes, bonds, debentures or other similar instrasnéd) all indebtedness created or arising undgrcanditional sale or other title retention
agreement with respect to property acquired by serBon (even though the rights and remedies ofdlter or lender under such agreement
in the event of default are limited to repossessiosale of such property), (e) liabilities secufedfor which the holder thereof has an
existing Right, contingent or otherwise, to be soused) by any Lien existing on property ownedagjudred by such Person or a Subsidiary
thereof (whether or not the liability secured thgrehall have been assumed),

(f) obligations of such Person which have beenmaten GAAP should be capitalized for financial repay purposes, and (g) Attributable
Debt of such Person, but excluding (i) indebtedisessired by or borrowed against the cash surresdiee of life insurance policies up to the
amount of such cash surrender value and (ii) aruatrequal to 80% of the outstanding principal amiafindebtedness under the Equity
Units.

"Funding Office" means the office of the Adminigiva Agent specified in Section 11.6 or such otbffice as may be specified from time to
time by the Administrative Agent as its fundingio#f by written notice to the Borrower and the Lesde

"GAAP" means generally accepted accounting priesigf the Accounting Principles Board of the Amanidnstitute of Certified Public
Accountants and the Financial Accounting StandBaisd which are applicable as of the date of tmafgial Statements in question.

"Guaranty" means by any particular Person, allgattions of such Person guaranteeing or in effeatanieeing any Debt, dividend or other
obligation of any other Person (the "primary obtl§an any manner whether directly or indirectlgciuding, without limitation of the
generality of the foregoing, obligations incurrédough an agreement, contingent or otherwise, by particular Person (i) to purchase such
Debt or obligation or any property or assets ceutiitig security therefor, (i) to advance or supfulpds (x) for the purchase or payment of
such Debt or obligation or (y) to maintain workiogpital or equity capital or otherwise to advancenake available funds for the purchase or
payment of such Debt or obligation, (iii) to purebaroperty, securities or services primarily f@ purpose of assuring the owner of such
Debt or obligation of the ability of the primarylawr to make payment of the Debt or obligatiorn(igy otherwise to assure the owner of the
Debt or obligation of the primary obligor againss$ in respect thereof.

"Hazardous Substance" means any hazardous ont@asite, pollutant, contaminant, or substance.

"Increased Facility Activation Notice" means a petsubstantially in the form of Exhibit E.
"Increased Facility Closing Date" means any Bugsir@ay designated as such in an Increased Facititiy#tion Notice.

"Indemnified Parties" is defined in Section 11.



"Interest Payment Date" means (a) as to any ABRhLtiee last day of each March, June, SeptembebDargdmber to occur while such Loan
is outstanding and the final maturity date of slohn, (b) as to any Eurodollar Loan having an kséPeriod of three months or less, the last
day of such Interest Period, (c) as to any Euraddlban having an Interest Period longer than thmeaths, each day that is three months, or
a whole multiple thereof, after the first day ofbunterest Period and the last day of such Intétesod

(d) as to any Loan (other than any Loan that i&BR Loan), the date of any repayment or optionalalyment made in respect thereof and
(e) as to any Loan, the date of any mandatory grepat in respect thereof.

"Interest Period" means, as to any Eurodollar Ldaninitially, the period commencing on the borimoegvor conversion date, as the case may
be, with respect to such Eurodollar Loan and endimg two, three or six months thereafter, as tedidzy the Borrower in its notice of
borrowing or notice of conversion, as the case beygiven with respect thereto; and (b) thereaétach period commencing on the last day
of the next preceding Interest Period applicableuch Eurodollar Loan and ending one, two, thres>omonths thereafter, as selected by the
Borrower by irrevocable notice to the Administratikgent not later than 11:00 A.M., New York Citgng, on the date that is three Business
Days prior to the last day of the then currentriege Period with respect thereto; provided thapfahe foregoing provisions relating to
Interest Periods are subject to the following:

(i) if any Interest Period would otherwise end ottag that is not a Business Day, such InteresbBetiall be extended to the next succeeding
Business Day unless the result of such extensiandame to carry such Interest Period into anotladgradar month in which event such
Interest Period shall end on the immediately prexeBusiness Day;

(i) the Borrower may not select an Interest Pethoat would extend beyond the Termination Date sstbe Borrower acknowledges that it
will be responsible for any breakage costs owindeursection 2.12 resulting from repayment on thenlieation Date;

(iii) any Interest Period that begins on the lagsiBess Day of a calendar month (or on a day fachwtinere is no numerically corresponding
day in the calendar month at the end of such Istd?eriod) shall end on the last Business Dayaafl@ndar month; and

(iv) subject to clause (ii) above, the Borrowerlsbelect Interest Periods so as not to requirayan@nt or prepayment of any Eurodollar Loan
during an Interest Period for such Loan.

"Issuing Lenders" means JPMorgan Chase Bank, NMié Vdachovia Bank, N.A. or any respective affiliiereof, in its capacity as issuer of
any Letter of Credit. Each reference herein to Tdseiing Lender" shall be deemed to be a referentiee relevant Issuing Lender with resj
to the relevant Letter of Credit.

"Laws" means all applicable statutes, laws, treatiedinances, rules, regulations, orders, wrijsinictions, decrees, judgments, or opinions of
any Tribunal.

"L/C Commitment" is $150,000,000.

"L/C Obligations" means, at any time, an amountaétm the sum of (a) the aggregate then undrawruaedpired amount of the then
outstanding Letters of Credit and (b) the aggregateunt of drawings under Letters of Credit thatehaot then been reimbursed pursuant to
Section 3.5.

"L/C Participants" means the collective refereralt Lenders other than the Issuing Lenders.

"Lenders" means those lenders signatory heretotret financial institutions which from time to #nbecome party hereto pursuant to the
provisions of this Agreement.

"Letters of Credit" is defined in Section 3.1(a).

“Lien" means any lien, mortgage, security interpldge, assignment, charge, title retention ages¢nor encumbrance of any kind, and any
other Right of or arrangement with any creditoh&ve his claim satisfied out of any property oeéssor the proceeds therefrom, prior to the
general creditors of the owner thereof.

“Litigation" means any action conducted, pendinghoeatened by or before any Tribunal.

"Loan Papers" means (i) this Agreement, certifisatelivered pursuant to this Agreement, and exhaoid schedules hereto, (ii) any notes,
security documents, guaranties, and other agresnrefavor of the Agents and the Lenders, or angoone of them, ever delivered in
connection with this Agreement, and (iii) all rerssy extensions, or restatements of, or amendnoesispplements to, any of the foregoing.

"Loans" is defined in Section 2.1(a).

"Majority Lenders" means at any time the Lendeigling at least 51% of the then aggregate Revoltrignsions of Credit or, if no
Revolving Extensions of Credit are outstanding,ltbeders having at least 51% of the Available Cotmants.



"Margin Stock" means "margin stock" within the miggnof Regulations T, U, or X of the Board.

"Material Adverse Effect" means any set of one orercircumstances or events which, individuallgaitectively, will result in any of the
following:

(a) a material and adverse effect upon the valwlitgnforceability of any Loan Paper, (b) a matexiad adverse effect on the consolidated
financial condition of the Companies representetthélater of the Current Financials or the mosen audited consolidated Financial
Statements, (c) a Default or (d) the issuance @fcountant's report on the Companies' consolidgteghcial Statements containing an
explanatory paragraph about the entity's abilitgdotinue as a going concern (as defined in acoaalwith Generally Accepted Auditing
Standards).

"Material Agreement” of any Person means any melteniitten or oral agreement, contract, commitmenunderstanding to which such
Person is a party, by which such Person is dirextindirectly bound, or to which any assets oftsBerson may be subject, and which is not
cancelable by such Person upon 30 days or lessensithout liability for further payment other thanminal penalty, and which requires s
Person to pay more than 1 percent of ConsolidattdA%rth during any 12-month period.

"Minority Interest" means, with respect to any Sdlesy, an amount determined by valuing preferredis held by Persons other than the
Borrower and its wholly-owned Subsidiaries at tb&mtary or involuntary liquidating value of sucteferred stock, whichever is greater, and
by valuing common stock or partnership interestd bg Persons other than the Borrower and its wholined Subsidiaries at the book value
of capital and surplus applicable thereto on thekbmf such Subsidiary adjusted, if necessarefleat any changes from the book value of
common stock required by the foregoing method &dimg Minority Interest attributable to preferrebek.

"Moody's" means Moody's Investors Service, Inc.

"Multiemployer Plan" means a multiemployer plardained in sections 3(37) or 4001(a)(3) of ERISAsection 414 of the Code to which
any Company or any ERISA Affiliate is making, orshraade, or is accruing, or has accrued, an oldigati make contributions.

"Net Cash Proceeds" means the aggregate cash loiHQassalents proceeds received by the Compangspect of any disposition of assets
as contemplated by Section 7.7(g), net of (a) ticests (including, without limitation, legal, acatding and investment banking fees, and
sales commissions), (b) taxes paid or payablerasudt thereof and (c) the amount necessary teratiy Debt secured by a Permitted Lier
the related Property (unless the purchaser ofghets has assumed the obligations to repay sudh; Rddeing understood that "Net Cash
Proceeds" shall include, without limitation, anglear Cash Equivalents received upon the saleher alisposition of any non-cash
consideration received by any such Company in &pogition of assets.

"New Lender" is defined in Section 2.1(c).

"New Lender Supplement" is defined in Section 2.1(c
"Non-Excluded Taxes" is defined in Section 2.20(a).
"Non-U.S. Lender" is defined in Section 2.20(d).

"Note" means a promissory note of the Borrowesuhstantially the form of Exhibit A hereto, withetblanks appropriately completed,
evidencing the aggregate indebtedness of the Bemrtmsuch Lender resulting from the Loans madsumh Lender to the Borrower, toget
with all modifications, extensions, renewals, aedrrangements thereof.

"Obligation" means all present and future indebésdn obligations, and liabilities, and all renewaldensions, and modifications thereof,
owed to the Agents and the Lenders, or any or safrtteem, by the Borrower, arising pursuant to amwah Paper, together with all interest
thereon and costs, expenses, and attorneys' fa@sad in the enforcement or collection thereof.

"Other Taxes" means any and all present or futizn®s or documentary taxes or any other exciseapeuty taxes, charges or similar levies
arising from any payment made hereunder or fromeiteeution, delivery or enforcement of, or othepnigith respect to, this Agreement or
any other Loan Paper.

"Participant” is defined in Section 11.18(b).
"PBGC" means the Pension Benefit Guaranty Corpmratr any successor thereof, established pursad&RISA.

"Permitted Liens" means (a) any Lien securing Diettirred for the purchase or capital lease of amaare assets, if such Lien encumbers
only the assets so purchased or leased; (b) pledtgiposits made to secure payment of workerspeosation, or to participate in any fund
in connection with workers' compensation, unemplegtinsurance, pensions, or other social securdgnams; (c) good-faith pledges or
deposits made to secure performance of bids, tepdentracts (other than for the repayment of eedmoney), or leases, or to secure
statutory obligations, surety or appeal bondsndemnity, performance, or other similar bonds mahdinary course of business; (d)
encumbrances and restrictions on the use of repkpty which do not materially impair such prope(s) (i) Liens for Taxes, (ii) Liens upo



and defects of title to, property, including antaehment of property or other legal process poadjudication of a dispute on the merits, (iii)
Liens of mechanics, materialmen, warehousemengcsrand landlords, and similar Liens, and (iwede judgments on appeal, in each
case, with respect to this clause (e), if eithgmgxamounts are due and payable and no Lien hasfided or agreed to or (y) the validity or
amount thereof is being contested in good faittheyawful proceedings diligently conducted, resenv other provision required by GAAP
has been made, levy and execution thereon have(aedrtontinue to be) stayed, and neither the vaduaise of the property in question are
materially affected; (f) Liens in favor of the Uaidt States Department of Agriculture, Rural Eleiciation Administration, the Rural Utilities
Service or Rural Telephone Bank or similar lendersh as the Rural Telephone Finance Cooperatiy&ji€gs on equity investments in
CoBank or any other equity investments in a finahicistitution which requires any Company to make=quity investment in such institution
in order to borrow money; (h) Liens existing on gmgperty of a Subsidiary existing at the time whdsecame such, which were not created
with a view of its becoming a Subsidiary, providhdt (i) the principal amount of the Debt securgathch such Lien shall not exceed the
(which shall be deemed to include the amount dbalt secured by Liens, including existing Liens soch property) of such property to
such Subsidiary, or the fair value of such propéstyhout deduction of the Debt secured by Liensaoh property) at the time of its
becoming a Subsidiary, whichever is the lesser,(@nthe Debt secured by such Liens may not beciased, extended, renewed or continued
beyond its original stated maturity if such inceeasxtensions or renewal would result in a Defantter Section 7.14; (i) Liens either on
shares of stock of a corporation which, when suehd arise, concurrently becomes a Subsidiary @llar substantially all of the assets of a
corporation arising in connection with the purchasacquisition thereof by the Company, provideat the Debt secured by such Liens may
not be increased or extended, renewed or contibagdnd its original stated maturity if such incesaextensions or renewal would result in a
Default under Section 7.14; (j) Liens on properfa&ubsidiary (other than on the stock of Subsjdéxcept to the extent permitted in clause
(i) above) securing obligations owing to the Boreswr a wholly-owned Subsidiary or securing inddhtss of such Subsidiary created,
assumed or incurred after the date hereof, théicre@assumption or incurrence of which would n@ate a Default under Section 7.14; (k)
except as otherwise prohibited in clause (h) ocalfpve, Liens securing extensions and renewalseobebt originally secured thereby; (1)
Liens on accounts receivables and related assetading without limitation, all collateral, guaries and contracts associated with such
accounts receivables, all of the Receivables Estitiyerest in the inventory and goods the salgto€h gave rise to the accounts receivable,
all lockbox or collection accounts related theretibrecords related thereto, and all proceedf@ffdregoing) securing indebtedness incurred
pursuant to a Qualified Receivables Transactiod;(am Liens on assets subject to any sale andbaakdransaction consummated pursuant
to Section 7.7(Q).

"Person" means and includes an individual, partipygoint venture, corporation, trust, limitedbidty company, limited liability partnershi
or other entity, Tribunal, unincorporated organmat or government, or any department, agencypbtigal subdivision thereof.

"Plan" means any plan defined in Section 4021 (&RIfSA in respect of which the Borrower is an "eay@r" or a "substantial employer" as
such terms are defined in ERISA.

"Property” means any interest in any kind of proper asset, whether real, personal or mixed, mgitde or intangible.
"Purchaser" is defined in Section 11.18(c).

"Qualified Receivables Transaction" means any #&etisn or series of transactions that may be edtiete by the Borrower or any of its
Subsidiaries pursuant to which the Borrower or ahiys Subsidiaries may sell, convey or otherwis@sfer to (a) a Receivables Entity (in the
case of a transfer by the Borrower or any of itestdiaries) or (b) any other Person (in the casetodnsfer by a Receivables Entity), or may
grant a security interest in, any accounts recégv@bhether now existing or arising in the futuo&the Borrower or any of its Subsidiaries,
and any assets related thereto including, withimitdtion, all collateral securing such accountsereable, all contracts and all guarantees or
other obligations in respect of such accounts ved¥¢, the proceeds of such receivables and ofsetsawhich are customarily transferred, or
in respect of which security interests are custdgngranted, in connection with asset securitizatiovolving accounts receivable.

"Quarterly Payment Date" means (a) the third Bussiri@ay following the last day of each March, JiBeptember and December and (b) the
last day of the Commitment Period.

"Receivables Entity" means a Wholly Owned Subsidadrthe Borrower (to which the Borrower or any Sigliary transfers accounts
receivable and related assets pursuant to a Qaealfeceivables Transaction) which engages in natées other than in connection with the
financing of accounts receivable and whose asseisist solely of receivables and related assatsfeared to such entity in connection wit
Qualified Receivables Transaction:

(&) no portion of the Indebtedness or any otheigabibns (contingent or otherwise) of which:

(i) is guaranteed by the Borrower or any Subsid{a®cluding guarantees of obligations (other thengrincipal of, and interest on,
Indebtedness) pursuant to Standard Securitizatiatetiakings);

(i) is recourse to or obligates the Borrower oy &ubsidiary in any way other than pursuant to &aeh Securitization Undertakings; or

(iii) subjects any property or asset of the Borroseany Subsidiary, directly or indirectly, corgently or otherwise, to the satisfaction
thereof, other than pursuant to Standard Securdiz&ndertakings;

(b) with which neither the Borrower nor any Subaiglihas any material contract, agreement, arrangeoneinderstandin



(except in connection with a Qualified Receivabllegnsaction) other than on terms no less favorahiee Borrower or such Subsidiary than
those that might be obtained at the time from Rerslbat are not Affiliates of the Borrower, othiean fees payable in the ordinary course of
business in connection with servicing accountsivatde; and

(c) to which neither the Borrower nor any Subsigliaas any obligation to maintain or preserve suthyes financial condition or cause such
entity to achieve certain levels of operating ress(éxcept pursuant to Standard Securitization tiallimgs).

Any designation by the Borrower of a Wholly OwnagbSidiary as a Receivables Entity shall be evidéteahe Administrative Agent by
delivering to the Administrative Agent a certifiedtom a Financial Officer of the Borrower certifgi that such designation complied with
foregoing conditions.

"Register” is defined in Section 11.18(b)(iv).

"Regulation D" means Regulation D of the Boardth&ssame is from time to time in effect, and aflaidl rulings and interpretations
thereunder or thereof.

"Regulatory Change" means, with respect to any eer(d) any adoption or change after the date fiefear in United States federal, state or
foreign Laws (including Regulation D) or guidelinggsplying to a class of banks including such Len¢®rthe adoption or making after the
date hereof of any interpretations, directivesegiuests applying to a class of banks including $ectder of or under any United States
federal, state or foreign Laws or guidelines (wketbr not having the force of law) by any Triburmmabnetary authority, central bank, or
comparable agency charged with the interpretaticadministration thereof, or (c) any change inititerpretation or administration of any
United States federal, state or foreign Laws odelinies applying to a class of banks including duehder by any Tribunal, monetary
authority, central bank, or comparable agency athigith the interpretation or administration thdreo

"Reimbursement Obligation" means the obligatiothef Borrower to reimburse the Issuing Lender purstmSection 3.5 for amounts drawn
under the Letters of Credit.

"Restricted Payment" means

(a) the declaration or payment of dividends byBberower, or distribution (in cash, property, olalitpns or other securities or any
combination thereof) on account of any shares pfdass of capital stock of the Borrower, or

(b) other payments or distributions by the Borrowéether by reduction of capital or otherwise oocamt of any shares of any class of
capital stock of the Borrower, or

(c) the setting apart of money for a sinking oresthnalogous fund by the Borrower for the purchesgemption, retirement or other
acquisition of any shares of any class of capttatlsof the Borrower, or any warrant, option orathight to acquire any capital stock of the
Borrower;

but in each case in (a), (b) and (c) above, exotydividends or other distributions payable solelgommon stock of the Borrower.

"Revolving Extensions of Credit" means, as to aepder, an amount equal to the sum of (a) the agtgemincipal amount of all Loans held
by such Lender then outstanding and (b) such Lé&n&avolving Percentage of the L/C Obligations thetstanding.

"Revolving Percentage" means, as to any Lendematiae, the percentage which such Lender's Comemtrthen constitutes of the Total
Commitments or, at any time after the Commitmehtdldave expired or terminated, the percentagelwthie aggregate principal amount of
such Lender's Loans then outstanding constitutéseofiggregate principal amount of the Loans thestanding, provided, that, in the event
that the Loans are paid in full prior to the reduarcto zero of the Revolving Extensions of Cretie Revolving Percentages shall be
determined in a manner designed to ensure thattktiee outstanding Revolving Extensions of Creditlishe held by the Lenders on a
comparable basis.

"Rights" means rights, remedies, powers, and ggéast.
"S&P" means Standard and Poor's Ratings Serviaes,d division of The McGraw Hill Companies, Inc.

"Senior Unsecured Long-Term Debt Rating" meansfasy date, the Debt Rating that has been moshtlgscannounced by S&P and
Moody's. In connection with any determination af ®enior Unsecured Long-Term Debt Rating pursuatite immediately preceding
sentence:

(i) for purposes of determining the Applicable Miargr the Commitment Fee Percentage, () if only ohS&P and Moody's shall have in
effect a public debt rating, the Applicable Margimd the Commitment Fee Percentage (as set foBRhétion 2.4(a)) shall be determined by
reference to the available rating; (b) if the rgtirestablished by S&P and Moody's shall fall witthiifierent levels, the Applicable Margin and
the Commitment Fee Percentage shall be based bpdrigher rating, except that if the differencenis or more levels, the Applicab



Margin and the Commitment Fee Percentage shalabedon the rating that is one level below thedrigating; (c) if any rating established
by S&P or Moody's shall be changed, such changéshaffective as of the date on which such chaadiest announced publicly by the
rating agency making such change; (d) if S&P or Md® shall change the basis on which ratings aebkshed, each reference to the public
debt rating announced by S&P or Moody's, as the oemy be, shall refer to the then equivalent ratin&&P or Moody's, as the case may
(e) if neither S&P nor Moody's shall have in effagtublic debt rating but at least one of S&P arambtiy/'s has in effect a rating for any class
of senior secured debt with an original term ofgenthan one year issued by the Borrower, the Apple Margin and Commitment Fee
Percentage shall be determined by reference tting that is one level lower than the rating thas lheen most recently announced by S&P
and Moody's for such class of debt; and (f) if meitS&P nor Moody's shall have in effect eitheublje debt rating or a rating for any clas:
senior secured debt with an original term of lonp@n one year issued by the Borrower, the Appledtargin and Commitment Fee
Percentage shall be set in accordance with thesiolereel rating and highest percentage rate s#t forthe respective tables relating to
"Applicable Margin" and "Commitment Fee Percentags"'the case may be; and

(i) for purposes of Section 7.7(f), (a) if only@of S&P and Moody's shall have in effect a pubbt rating, the Senior Unsecured Long-
Term Debt Rating shall be determined by referendaé available rating; (b) if the ratings estdidid by S&P and Moody's shall fall within
different levels, the Senior Unsecured Long-TernbtRating shall be based upon the lower ratingif @y rating established by S&P or
Moody's shall be changed, such change shall betizieas of the date on which such change isdinstounced publicly by the rating agency
making such change; (d) if S&P or Moody's shallngfethe basis on which ratings are establishedh, rdierence to the public debt rating
announced by S&P or Moody's, as the case may bé# refer to the then equivalent rating by S&P aoddy's, as the case may be; (e) if
neither S&P nor Moody's shall have in effect a pubébt rating but at least one of S&P and Mootgs in effect a rating for any class of
senior secured debt with an original term of loriyan one year issued by the Borrower, the Senmsedured Long-Term Debt Rating shall
be deemed to be the rating that is one level Idginem the rating that has been most recently anmabibg S&P and Moody's for such class of
debt; and (f) if neither S&P nor Moody's shall hawveffect either a public debt rating or a ratfogany class of senior secured debt with an
original term of longer than one year issued byBbeaower, the Debt Rating by S&P shall be deenadokt less than BBB+ and the Debt
Rating by Moody's shall be deemed to be less tr@a2B

"Significant Subsidiary” means a Subsidiary of Beerower (i) the assets of which equal or exceedob#l assets of the Borrower and its
Subsidiaries as shown on a consolidated balanat shthe Borrower and its Subsidiaries, (i) thermting revenue of which, for the most
recently ended period of twelve consecutive morghsals or exceeds 5% of the operating revenuggedorrower and its Subsidiaries for
such period, or (iii) the net income of which, tbe most recently ended period of twelve conseeutionths, equals or exceeds 5% of the net
income of the Borrower and its Subsidiaries forrsperiod.

"Solvent" means, as to any Person at the time tefraénation, that
(a) the aggregate fair value of such Person'ssaegeteds the present value of its liabilities @ivbecontingent, subordinated, unmatured,
unliquidated, or otherwise), and (b) such Persansificient cash flow to enable it to pay its Beas they mature.

"Standard Securitization Undertakings" means repiagions, warranties, covenants and indemnitiesyeth into by the Borrower or any
Subsidiary which are reasonably customary in sézation of accounts receivables transactionsgiihdp understood that in no event shall
Standard Securitization Undertakings include angr@nty in respect of principal or interest on tinaficing for any Qualified Receivables
Transaction).

"Subsidiary" means any Person with respect to wBiatrower or any one or more Subsidiaries ownsctliyer indirectly 50% or more of the
issued and outstanding voting stock (or equivatgetests).

"Swap Agreement" means any agreement with respestyt swap, forward, future or derivative transattr option or similar agreement
involving, or settled by reference to, one or mates, currencies, commodities, equity or debtimsénts or securities, or economic, finar
or pricing indices or measures of economic, finahat pricing risk or value or any similar transantor any combination of these
transactions.

"Syndication Agent" is defined in the introductitmthis Agreement.

"Taxes" means all taxes, assessments, fees, araitheges at any time imposed by any Laws or Tahun

"Termination Date" means March 7, 2010, subjectyéaeer, to termination in whole of the Total Commitmts pursuant to Section 2.5.
"Total Commitments" means, at any time, the aggeegmount of the Commitments then in effect.

"Tribunal" means any municipal, state, commonwedétieral, foreign, territorial, or other courtgonmental body, subdivision, agency,
department, commission, board, bureau, or instrtafign

"Type" shall mean any type of Loan (i.e., an ABRahwr Eurodollar Loan).
"United States" and "U.S." each means United Sttégnerica.

"Used Commitment" means the aggregate outstandingipal amount of the Revolving Extensions of Gte



"Utilization Fee" is defined in Section 2.4(b).

"Voting Stock" shall mean securities (as such texatefined in
Section 2(1) of the Securities Act of 1933, as ateel) of any class or classes, the holders of wéiielordinarily, in the absence of
contingencies, entitled to elect a majority of toeporate directors (or Persons performing sinfilactions).

"Wholly Owned Subsidiary" means, as to any Peraag,other Person all of the Capital Stock of wHiather than directors' qualifying sha
required by law) is owned by such Person direatly/ar through other Wholly Owned Subsidiaries.

1.2. Accounting Principles.

All accounting and financial terms used in the L&apers and the compliance with each financial manttherein shall be determined in
accordance with GAAP as in effect on the date isf Agreement, and all accounting principles shalbpplied on a consistent basis so the
accounting principles in a current period are coraipie in all material respects to those appliethénconsolidated Financial Statements for
the Companies for the twelve months ended DeceBthe2003.

1.3. Other Definitional Provisions.

As used herein and in the other Loan Papers,dipbrds "include", "includes" and "including” shb# deemed to be followed by the phrase
"without limitation", (ii) the word "incur" shall & construed to mean incur, create, issue, asswguerre liable in respect of or suffer to exist
(and the words "incurred" and "incurrence" shalldhaorrelative meanings), (iii) the words "assett aproperty” shall be construed to have
the same meaning and effect and to refer to anyalit@ngible and intangible assets and properiies ding cash, capital stock, securities,
revenues, accounts, leasehold interests and contyhts, and (iv) references to agreements orratbetractual obligations shall, unless
otherwise specified, be deemed to refer to suchesments or contractual obligations as amended)emppted, restated or otherwise
modified from time to time.

SECTION 2
FACILITIES.

2.1. Commitments.

(a) Subject to the terms and conditions hereot) éander severally agrees to make revolving clledits ("Loans") to the Borrower from
time to time during the Commitment Period in anaggte principal amount at any one time outstandinigh, when added to such Lender's
Revolving Percentage of the L/C Obligations, dogisexceed the amount of such Lender's Commitmanind the Commitment Period, the
Borrower may use the Commitments by borrowing, yepathe Loans in whole or in part, and reborrowialljin accordance with the terms
and conditions hereof. The Loans may from timén@tbe Eurodollar Loans or ABR Loans, as determimgthe Borrower and notified to
the Administrative Agent in accordance with Sedi@®2 and 2.3.

(b) The Borrower and any one or more Lenders (tfiolyt New Lenders) may agree that each such Letfddirgbtain a Commitment or
increase the amount of its existing Commitmenggdicable, in each case by executing and deliganrthe Administrative Agent an
Increased Facility Activation Notice specifying {file amount of such increase and (ii) the Incre&smility Closing Date. No Lender shall
have any obligation to participate in any incredsscribed in this paragraph unless it agrees sndo its sole discretion.

(c) Any additional bank, financial institution other entity which, with the consent of the Borrowead the Administrative Agent (which
consent shalot be unreasonably withheld), elects to becomesader” under this Agreement in connection with &maysaction described
Section 2.1(b) shall execute a New Lender Suppléifeach, a "New Lender Supplement”), substantialthe form of Exhibit F, whereupon
such bank, inancial institution or other entity'Rew Lender") shall become a Lender for all purpgoaed to the same extent as if originally a
party hereto and shall be bound by and entitleatiedenefits of this Agreement.

(d) For the purpose of providing that the respectmounts of Loans (and Interest Periods in resgdetirodollar Loans) held by the Lenders
are held by them on a pro rata basis accordinigeio tespective Revolving Percentages, unlesswibeagreed by the Administrative Agent,
on each Increased Facility Closing Date (i) allstariding Loans shall be converted into a singlenltbat is a Eurodollar Loan (with an
interest period to be selected by the Borrowem), gwon such conversion the Borrower shall pay anguats owing pursuant to Section 2.12,
if any, (ii) any new borrowings of Loans on suchedshall also be part of such single Loan anddllil.enders (including the New Lenders)
shall hold a portion of such single Loan equatsdievolving Percentage thereof and any fundingsugh date shall be made in such a
manner so as to achieve the foregoing.

2.2. Procedure for Loan Borrowing.

The Borrower may borrow under the Commitments dutire Commitment Period on any Business Day, peal/itiat the Borrower shall gi
the Administrative Agent irrevocable notice (whithtice must be received by the Administrative Agenr to 11:00 A.M., New York City
time, (a) three Business Days prior to the requeBtarowing Date, in the case of Eurodollar Loanrs,

(b) on the requested Borrowing Date, in the cas&BR Loans), specifying (i) the amount and Typd.o&ns to be borrowed, (ii) tt



requested Borrowing Date and (iii) in the case wfddollar Loans, the respective amounts of each 3ype of Loan and the respective
lengths of the initial Interest Period therefor.yAroans made on the Closing Date shall initiallyARR Loans unless the Borrower has
provided the notice for Eurodollar Loans set fartltlause (a) above and has entered into a prarfgnddemnity agreement with respect to
such borrowing of Eurodollar Loans on the Closiraiéin form and substance reasonably satisfacbaityet Administrative Agent. Each
borrowing under the Commitments shall be in an amequal to (x) in the case of ABR Loans, $1,000,60a whole multiple thereof (or, if
the then aggregate Available Commitments are hess $1,000,000, such lesser amount) and (y) icdke of Eurodollar Loans, $5,000,000
or a whole multiple of $1,000,000 in excess therklgion receipt of any such notice from the Borravilee Administrative Agent shall
promptly notify each Lender thereof. Each Lenddl mvake the amount of its pro rata share of eaghdwdng available to the Administrative
Agent for the account of the Borrower at the FugdDffice prior to 12:00 Noon, New York City timen ¢he Borrowing Date requested by
Borrower in funds immediately available to the Adistrative Agent. Such borrowing will then be madmilable to the Borrower by the
Administrative Agent wiring the money in accordangth instructions from the Borrower with the aggate of the amounts made availabl
the Administrative Agent by the Lenders and in likeds as received by the Administrative Agent.

2.3. Conversion and Continuation Options.

(a) The Borrower may elect from time to time to wert Eurodollar Loans to ABR Loans by giving themidistrative Agent prior irrevocable
notice of such election no later than 11:00 A.MewNY ork City time, on the proposed conversion dpteyided that any such conversion of
Eurodollar Loans may only be made on the last dandnterest Period with respect thereto. The Bear may elect from time to time to
convert ABR Loans to Eurodollar Loans by giving théministrative Agent prior irrevocable notice afch election no later than 11:00 A.M.,
New York City time, on the third Business Day pmiog the proposed conversion date (which noticdl spacify the length of the initiz
Interest Period therefor), provided that no ABR ihoaay be converted into a Eurodollar Loan whenBwent of Default has occurred and is
continuing and the Administrative Agent or the MijoLenders have determined in its or their sa&ektion not to permit such conversions.
Upon receipt of any such notice the Administrathgent shall promptly notify each relevant Lendesrdof.

(b) Any Eurodollar Loan may be continued as suabnuihe expiration of the then current Interest &ewith respect thereto by the Borrower
giving irrevocable notice to the Administrative Agein accordance with the applicable provisionghefterm "Interest Period" set forth in
Section 1.1, of the length of the next Interesideeto be applicable to such Loans, provided tlwaEuarodollar Loan may be continued as ¢
when any Event of Default has occurred and is oontg and the Administrative Agent has or the Migydrenders have determined in its or
their sole discretion not to permit such continmiagi, and provided, further, that if the Borrowealsfail to give any required notice as
described above in this paragraph or if such caation is not permitted pursuant to the precediayipo such Loans shall be automatically
converted to ABR Loans on the last day of such #iring Interest Period. Upon receipt of any sootice the Administrative Agent shall
promptly notify each relevant Lender thereof.

2.4. Fees.

(a) Commitment Fees. The Borrower agrees to paath Lender, through the Administrative Agent, aoheQuarterly Payment Date and on
the Termination Date, in immediately available fapad commitment fee (a "Commitment Fee") calculatethe unused Commitment by
multiplying the applicable percentage (the "ComneitthFee Percentage") set forth below by the avetaty Available Commitment of such
Lender during the preceding quarter (or shorteiodezommencing with the date hereof and/or endiit the Termination Date):

Senior Unsecured Long-Term Debt Rating ~ Commitm ent Fee Percentage
A- or A3 or better 10p ercent per annum
BBB+ or Baal 125 percentp-era-nnum
BBB or Baa2 .150 percentp_era-nnum
BBB- or Baa3 175 percentp-era-nnum
Below BBB- or Baa3 .200 percentp_era-nnum

Until the delivery to the Lenders of the Borrowexiglited financial statements for the 2004 fisealry the Senior Unsecured Long-Term Debt
Rating shall be deemed to be no higher than BBEi+Bam1.

(b) Utilization Fees. The Borrower agrees to pagdoh Lender, through the Administrative Agenteanh Quarterly Payment Date and on
the Termination Date, in immediately available fend utilization fee (a "Utilization Fee") equall®.5 basis points (.125%) per annum for
each day on which the Commitment Utilization Petaga equals or exceeds 50%, which fee shall acardke daily amount of the Used
Commitment of such Lender for each Excess Utilmaday during the period from and including the $dhg Date to but excluding the date
on which such Lender's Commitment terminates; pledithat, if such Lender continues to have anytamting Loans after its Commitment
terminates, then such utilization fee shall corgitmaccrue on the daily aggregate principal amofiatich Lender's Loans for each Excess
Utilization Day from and including the date on wtits Commitment terminates to but excluding theeda which such Lender ceases to
have any outstanding Loar



(c) Other Fees. The Borrower agrees to pay to tmiAistrative Agent the fees in the amounts antherdates previously agreed to in
writing by the Borrower and the Administrative Agen

2.5. Optional Termination and Reduction of Commititse

(a) Subject to Section 2.9(b), the Borrower mayn@arently terminate, or from time to time in partrpanently reduce, the Total
Commitments upon at least three Business Days pritten notice to the Administrative Agent (whaoadtpromptly forward a copy thereof
each Lender and which notice may be revocable;igedy that (i) such notice is only revocable durihg three Business Day period
beginning on the date that such notice is givaethécAdministrative Agent and ending on the statet# @f such Commitment reduction and
(i) the Borrower shall indemnify the Lenders puasuto Section 2.12 as a result of the Borrowenscation of such notice). Such notice
shall specify the date and the amount of the teaitign or reduction of the Total Commitments. Eaethspartial reduction of the Total
Commitments shall be in a minimum aggregate praia@mount of $5,000,000 and in an integral multigfi¢1,000,000.

(b) On the Termination Date, the Total Commitmesftsll be zero.

(c) Each reduction in the Total Commitments purstathis paragraph shall be made ratably amond éinelers in accordance with their
respective Commitments.

(d) Simultaneously with any termination or reduntif the Commitments pursuant to this paragraphBtbrrower shall pay to the
Administrative Agent for the accounts of the Lergdtre Commitment Fees on the amount of the Totati@itments, so terminated or
reduced, accrued through the date of such terroimati reduction.

2.6. Limitations on Eurodollar Tranches.

Notwithstanding anything to the contrary in thisr&gment, all borrowings, conversions and contitomatiof Eurodollar Loans and :
selections of Interest Periods shall be in suchuartsoand be made pursuant to such elections sa#after giving effect thereto, the
aggregate principal amount of the Eurodollar Lozamsprising each Eurodollar Tranche shall be equ&bt000,000 or a whole multiple of
$1,000,000 in excess thereof and (b) no more #aitirodollar Tranches shall be outstanding atos@ytime.

2.7. Interest Rates and Payment Dates.

(a) Each Eurodollar Loan shall bear interest faheday during each Interest Period with respecttbeat a rate per annum equal to the
Eurodollar Rate determined for such day plus thpliépble Margin.

(b) Each ABR Loan shall bear interest at a rategpaium equal to the ABR plus the Applicable Margin.

(c) (i) If all or a portion of the principal amouot any Loan shall not be paid when due (whethénastated maturity, by acceleration or
otherwise), all outstanding Loans shall bear irgeat a rate per annum equal to the rate that wathlekwise be applicable thereto pursuant to
the foregoing provisions of this

Section plus 2%, and ---- (ii) if all or a portiofany interest payable on any Loan or any commitrfee or other amount payable hereunder
shall not be paid when due (whether at the stattdinity, by acceleration or otherwise), such overdmount shall bear interest at a rate per
annum equal to the rate then applicable to ABR kgaus 2%, in each case, ---- with respect to a8 and (ii) above, from the date of
such non-payment until such amount is paid in(&sl well after as before judgment).

(d) Interest shall be payable in arrears on eatgrdat Payment Date, provided that interest acgrpinsuant to paragraph
(c) of this Section shall be payable from timeimoet on demand.

2.8. Alternate Rate of Interest for Eurodollar Lean

In the event, and on each occasion, that on thevdausiness Days prior to the commencement oflargyest Period for a Eurodollar Lot
the Administrative Agent shall have determined thaltar deposits in the amount of the requestedicipal amount of such Eurodollar Loan
are not generally available in the London interbardcket, or that dollar deposits are not geneiallgilable in the London interbank market
for the requested Interest Period, or that theasatehich such dollar deposits are being offerdtivait adequately and fairly reflect the cost to
any Lender of making or maintaining such Euroddlean during such Interest Period, or that reaslen@eans do not exist for ascertaining
the Eurodollar Rate, the Administrative Agent shadl soon as practicable thereafter, give telecopige of such determination, stating the
specific reasons therefor, to the Borrower and_#n@ders. In the event of any such determinatioy,raquest by the Borrower for a
Eurodollar Loan shall, until the circumstances givrise to such notice no longer exist, be deemdxtta request for an ABR Loan. Each
determination by the Administrative Agent hereunsteall be conclusive absent manifest error.

2.9. Mandatory and Optional Prepayment of Loans.

(a) Prior to the Termination Date, the Borrowerlkhave the right at any time to prepay any Bormagyiin whole or in part, subject to the
requirements of Section 2.12 and Section 2.13 tharaise without premium or penalty, but prepaynedriEurodollar Loans shall require



least three Business Days prior written noticehtoAdministrative Agent; provided, however, thatleauch partial prepayment shall be in an
integral multiple of $1,000,000 and in a minimungeapate principal amount of $2,000,000. Each naifqarepayment shall specify the
prepayment date and the aggregate principal anafe#ch Borrowing to be prepaid and may be revagadybvided, that (i) such notice is
only revocable during the three Business Day pdreginning on the date that such notice is givethéoAdministrative Agent and ending on
the stated date of such prepayment and (ii) thedd@r shall indemnify the Lenders pursuant to $ecH.12 as a result of the Borrower's
revocation of such notice.

(b) On the date of any termination or reductionhef Total Commitments pursuant to Section 2.5(e) Borrower shall pay or prepay the
Loans or cash collateralize the Letters of Cradd imanner satisfactory to the Administrative Agerthe extent necessary in order that the
aggregate Revolving Extensions of Credit outstageliitl not exceed the Total Commitments followingch termination or reduction. Subj:
to the foregoing and the requirements of Sectidnahy such payment or prepayment shall be apfgisdch Borrowing or Borrowings as |
Borrower shall select. All prepayments under ttasagraph shall be subject to Section 2.12 and @e2til 3.

(c) All Loans, together with accrued and unpai@iast thereon, shall be due and payable in fulhenfermination Date.

(d) All prepayments of Loans (other than optiorr&gayments of ABR Loans) under this Section 2.9 fleeaccompanied by accrued intel
on the principal amount being prepaid to the da@epayment.

2.10. Reserve Requirements; Change in Circumstances

(a) Notwithstanding any other provision hereirgfier the date of this Agreement any Regulatoryrngkg(i) shall change the basis of taxation
of payments to any Lender of the principal of derest on any Eurodollar Loan made by such Lendany other fees or amounts payable
hereunder (other than (x) Taxes imposed on or nneddy the capital, receipts or franchises of dumtder or the overall gross or net income
of such Lender by the jurisdiction in which sucmter has its principal office or by any politicabslivision or taxing authority therein (or
any Tax which is enacted or adopted by such juigri, political subdivision, or taxing authoritg a direct substitute for any such Taxes) or
(y) any Tax, assessment, or other governmentagehtaat would not have been imposed but for tHariaiof any Lender to comply with any
certification, information, documentation, or otleporting requirement), (ii) shall impose, modidy,deem applicable any reserve, special
deposit, or similar requirement with respect to &uyodollar Loan or any Letter of Credit (or paifisting interest therein), against assets of,
deposits with or for the account of, or credit exted by, such Lender under this Agreement, orwiiilh respect to any Eurodollar Loan, shall
impose on such Lender or the London interbank ntankg other condition affecting this Agreement ny &urodollar Loan made by such
Lender, and the result of any of the foregoing Idt@lto increase the cost to such Lender of maiimtgiits Commitment or of making or
maintaining any Eurodollar Loan or to reduce the@ant of any sum received or receivable by such eehdreunder (whether of principal,
interest, or otherwise) in respect thereof by an@amdeemed in good faith by such Lender to be niagdtéhen the Borrower shall pay to the
Administrative Agent for the account of such Lengiech additional amount or amounts as will ompensath Lender for such increase or
reduction to such Lender, to the extent such ansolgte not been included in the calculation offbheodollar Rate, upon demand by such
Lender (through the Administrative Agent).

(b) If any Lender shall have determined in goothfétiat any Regulatory Change regarding capitafjadey or compliance by any Lender (or
its parent or any lending office of such Lenderjimany request or directive regarding capital adeguwhether or not having the force of
Law) of any Tribunal, monetary authority, centrahk, or comparable agency, has or would have fieetadf reducing the rate of return on
such Lender's (or its parent's) capital as a caregezg of its obligations hereunder to a level belwat which such Lender (or its parent) cc
have achieved but for such Regulatory Change, mptiance (taking into consideration such Lendeol&cpes with respect to capital
adequacy) by an amount deemed in good faith by kanber to be material, then from time to time, Bogrower shall pay to the
Administrative Agent for the account of such Lensglech additional amount or amounts as will compiensach Lender for such reduction
upon demand by such Lender (through the Adminisgaigent).

(c) A certificate of a Lender setting forth in reaable detail (i) the Regulatory Change or oth@négiving rise to such costs, (ii) such
amount or amounts as shall be necessary to contpesigzh Lender as specified in paragraph (a) ocalfbye, as the case may be, and (ii) the
calculation of such amount or amounts under cléag@, shall be delivered to the Borrower (witkk@y to the Administrative Agent)
promptly after such Lender determines it is erditie compensation under this Section 2.10, and Beatonclusive and binding absent
manifest error. The Borrower shall pay to the Adstnative Agent for the account of such Lenderaheunt shown as due on any such
certificate within 15 days after its receipt of tame. In preparing such certificate, such Lend®y employ such assumptions and allocations
of costs and expenses as it shall in good faitmdeasonable and may use any reasonable averagirgtabution method.

(d) Failure on the part of any Lender to demandmemsation for any increased costs or reductiomiouats received or receivable or
reduction in return on capital with respect to &mgrest Period shall not constitute a waiver afhsuiender's rights to demand compensation
for any increased costs or reduction in amountsived or receivable or reduction in return on apitith respect to such Interest Period or
any other Interest Period. The protection of this

Section 2.10 shall be available to each Lenderdégss of any possible contention of invalidityimepplicability of the law, regulation, or
condition which shall have been imposed.

(e) In the event any Lender shall seek compensatiosuant to this Section 2.10, the Borrower magyided no Event of Default has
occurred and is continuing, give notice to suchdezr(with copies to the Agents) that it wishesaelsone or more Persons (other than the
Borrower or an Affiliate of the Borrower) to assuthe Commitment of such Lender and to purchasauitstanding Loans and Notes (if any).
Each Lender requesting compensation pursuantsdiition 2.10 agrees to sell its Commitment, Losloges, and interest in this Agreem



and the other Loan Papers to any such Person famannt equal to the sum of the outstanding unpiitipal of and accrued interest on
such Loans and Notes plus all other fees and ammdiniuding, without limitation, any compensaticlaimed by such Lender under this
Section 2.10 and as to which such Lender has delivine certificate required by Section 2.10(cpobefore the date such Commitment,
Loans, and Notes are purchased) due such Lendeurider calculated, in each case, to the date soctnm@ment, Loans, Notes (if any), and
interest are purchased, whereupon such Lendertshati no further Commitment or other obligationhte Borrower hereunder or under any
other Loan Paper.

(f) If the Borrower is required to pay additionahaunts to or for the account of any Lender purstmittis Section 2.10, then such Lender
will agree to use reasonable efforts to changguittiediction of its lending office so as to elimiraor reduce any such additional payment
which may thereafter accrue if such change, ifjutdgment of such Lender, is not otherwise disachgedus to such Lender.

(g) Without prejudice to the survival of any othaigations of the Borrower hereunder, the obligagiof the Borrower under this Section 2
shall survive for one year after the terminatiorthi$ Agreement and/or the payment or assignmeahgfof the Loans or Notes.

2.11. Change in Legality.

(a) Notwithstanding anything to the contrary hemantained, if any Regulatory Change shall makmiawful for any Lender to make or
maintain any Eurodollar Loan or to give effectt®adbligations as contemplated hereby, then, bitemrinotice to the Borrower and to the
Administrative Agent, such Lender may:

(i) declare that Eurodollar Loans will not thereafbe made by such Lender hereunder, whereupdatiewer shall be prohibited from
requesting Eurodollar Loans from such Lende hereundless such declaration is subsequently withalrawd

(ii) if such unlawfulness shall be effective priorthe end of any Interest Period of an outstan&iagbdollar Loan, require that all outstanding
Eurodollar Loans with such Interest Periods madé bg converted to ABR Loans, in which event (A)saich Eurodollar Loans shall be
automatically converted to ABR Loans as of theafie date of such notice as provided in parag(aptbelow and (B) all payments and
prepayments of principal which would otherwise hbeen applied to repay the converted Eurodollankahall instead be applied to repay
the ABR Loans resulting from the conversion of skctodollar Loans.

(b) For purposes of this Section 2.11, a noticéa¢oBorrower (with a copy to the Administrative Ageby any Lender pursuant to paragraph
(a) above shall be effective on the date of redbigteof by the Borrower.

2.12. Indemnity.

The Borrower agrees to indemnify each Lender fod, 8 hold each Lender harmless from, any losxpe®rse that such Lender may sustain
or incur as a consequence of (a) default by thed®ar in making a borrowing of, conversion intocontinuation of Eurodollar Loans after
the Borrower has given a notice requesting the saraecordance with the provisions of this Agreemés) default by the Borrower in
making any prepayment of or conversion from Eurlzddloans after the Borrower has given a noticegbiin accordance with the
provisions of this Agreement or (c) the making @frapayment of Eurodollar Loans on a day that tem®last day of an Interest Period with
respect thereto. Such indemnification may includamount equal to the excess, if any, of (i) theamn of interest that would have accrued
on the amount so prepaid, or not so borrowed, ateder continued, for the period from the datswth prepayment or of such failure to
borrow, convert or continue to the last day of sintbrest Period (or, in the case of a failuredartw, convert or continue, the Interest Period
that would have commenced on the date of suchr&iln each case at the applicable rate of intdoestuch Loans provided for herein
(excluding, however, the Applicable Margin includeérein, if any) over (ii) the amount of interéas$ reasonably determined by such
Lender) that would have accrued to such Lenderch amount by placing such amount on deposit fmraparable period with leading
banks in the interbank eurodollar market. A cegdife as to any amounts payable pursuant to thiso8etbmitted to the Borrower by any
Lender shall be conclusive in the absence of msinéeor. This covenant shall survive the termomabf this Agreement and the payment of
the Loans and all other amounts payable hereunder.

2.13. Pro Rata Treatment.

Unless otherwise specifically provided herein, epahment or prepayment of principal and each paymkinterest with respect to a
Borrowing shall be made pro rata among the Lenitleascordance with the respective principal amoohtbe Loans extended by each
Lender, if any, with respect to such Borrowing, aodversions of Loans to Loans of another Typeamdinuations of Loans that are
Eurodollar Loans from one Interest Period, shaliiaale pro rata among the Lenders in accordancethdgthrespective Commitments.

2.14. Sharing of Setoffs.

Each Lender agrees that if it shall, through thereise of a right of banker's lien, setoff, or cianolaim against the Borrower, including, but
not limited to, a secured claim under Section 5086itte 11 of the United States Code or other siégur interest arising from, or in lieu of,
such secured claim, received by such Lender undeapplicable Debtor Relief Law or otherwise, obtaayment (voluntary or involuntary)
in respect of the Note held by it (other than parguo Section 2.10 or Section 2.12) as a resuithich the unpaid principal portion of the
Note held by it shall be proportionately less titaunpaid principal portion of the Note held by ather Lender, it shall be deemed to h
simultaneously purchased from such other Lenderticjpation in the Note held by such other Lenderthat the aggregate unpaid princ



amount of the Note and participations in Notes lgl@ach Lender shall be in the same proportidghéaggregate unpaid principal amour
all Notes then outstanding as the principal amaofitite Note held by it prior to such exercise aofiker's lien, setoff, or counterclaim was to
the principal amount of all Notes outstanding pt@msuch exercise of banker's lien, setoff, or ¢tewataim; provided, however, that if any s
purchase or purchases or adjustments shall be puadeant to this Section 2.14 and the payment gikise thereto shall thereafter be
recovered, such purchase or purchases or adjustirsiagit be rescinded to the extent of such recomedythe purchase price or prices or
adjustment restored without interest. The Borrogsgaressly consents to the foregoing arrangementsagrees that any Lender holding a
participation in a Note deemed to have been sohagierd may, upon the existence of an Event of Defaxgrcise any and all rights of
banker's lien, setoff, or counterclaim with resgeciny and all moneys owing by the Borrower tohsiender as fully as if such Lender had
made a Loan directly to the Borrower in the amafrsuch participation.

2.15. Payments.

(a) All payments (including prepayments) to be mbyl¢he Borrower hereunder, whether on accountiotjpal, interest, fees or otherwise,
shall be made without setoff or counterclaim aralldie made prior to 1:00 P.M., New York City tinta the due date thereof to the
Administrative Agent, for the account of the Lergjaat the Funding Office, in Dollars and in immeela available funds. The Administrati
Agent shall distribute such payments to the Lendesmptly upon receipt in like funds as receivéany payment hereunder (other than
payments on the Eurodollar Loans) becomes due ayabfe on a day other than a Business Day, suahngratyshall be extended to the next
succeeding Business Day. If any payment on a Ellesdman becomes due and payable on a day otheratBusiness Day, the maturity
thereof shall be extended to the next succeedirginBas Day unless the result of such extensiondMoeito extend such payment into anc
calendar month, in which event such payment skeathade on the immediately preceding Business Dathd case of any extension of any
payment of principal pursuant to the preceding $@ntences, interest thereon shall be payable #t¢neapplicable rate during such
extension.

(b) Unless the Administrative Agent shall have beetified in writing by any Lender prior to a bowing that such Lender will not make the
amount that would constitute its share of suchdwimg available to the Administrative Agent, themidistrative Agent may assume that
such Lender is making such amount available tAttministrative Agent, and the Administrative Agenay, in reliance upon such
assumption, make available to the Borrower a cpmeding amount. If such amount is not made availaithe Administrative Agent by the
required time on the Borrowing Date therefor, suehder shall pay to the Administrative Agent, omd@d, such amount with interest
thereon, at a rate equal to the greater of (iFéderal Funds Effective Rate and (ii) a rate detegthby the Administrative Agent in
accordance with banking industry rules on interbemkpensation, for the period until such Lender @seduch amount immediately available
to the Administrative Agent. A certificate of thalhinistrative Agent submitted to any Lender withgect to any amounts owing under this
paragraph shall be conclusive in the absence offesam®rror. If such Lender's share of such borngws not made available to the
Administrative Agent by such Lender within threesBess Days after such Borrowing Date, the Admiaiste Agent shall also be entitled to
recover such amount with interest thereon at tteegar annum applicable to ABR Loans, on demaid fthe Borrower.

(c) Unless the Administrative Agent shall have beetified in writing by the Borrower prior to thatd of any payment due to be made by
Borrower hereunder that the Borrower will not makeh payment to the Administrative Agent, the Adstiative Agent may assume that
Borrower is making such payment, and the AdministeaAgent may, but shall not be required to, ilarece upon such assumption, make
available to the Lenders their respective pro sates of a corresponding amount. If such paynsemtti made to the Administrative Agent
the Borrower within three Business Days after sieh date, the Administrative Agent shall be erditle recover, on demand, from each
Lender to which any amount which was made availpblsuant to the preceding sentence, such amotiminerest thereon at the rate per
annum equal to the daily average Federal FundstiféeRate. Nothing herein shall be deemed to lthitrights of the Administrative Agent
or any Lender against the Borrower.

2.16. Calculation of Eurodollar Rate.

The provisions of this Agreement relating to cadtioin of the Eurodollar Rate are included onlytfeg purpose of determining the rate of
interest or other amounts to be paid hereunderatieabased upon such rate, it being understooc#wdk Lender shall be entitled to fund and
maintain its funding of all or any part of a EurtidoLoan as it sees fit. All such determinatiomsdunder, however, shall be made as if each
Lender had actually funded and maintained fundingagh Eurodollar Loan through the purchase irLttredon interbank market of one or
more eurodollar deposits, in an amount equal tgtheipal amount of such Loan and having a matwritrresponding to the Interest Period
for such Loan.

2.17. Computation of Interest and Fees.

(a) Interest and fees payable pursuant hereto Isbalhlculated on the basis of a 360-day yeahfattual days elapsed, except that, with
respect to (i) ABR Loans the rate of interest onchtis calculated on the basis of the Prime Rate(@hCommitment Fees payable pursuant
to Section 2.4(a), such calculations shall be nad#he basis of a 365- (or 366-, as the case mpgldyeyear for the actual days elapsed. The
Administrative Agent shall as soon as practicaloigfyrthe Borrower and the relevant Lenders of edetermination of a Eurodollar Rate.
Any change in the interest rate on a Loan resufiiogn a change in the ABR or the Eurocurrency Res&equirements shall become
effective as of the opening of business on theaawhich such change becomes effective. The Adtnatige Agent shall as soon as
practicable notify the Borrower and the relevanders of the effective date and the amount of sach change in interest rate.

(b) Each determination of an interest rate by theniistrative Agent pursuant to any provision agtAgreement shall be conclusive and
binding on the Borrower and the Lenders in the abs®f manifest error. The Administrative Agentlsta the request of the Borrowe



deliver to the Borrower a statement showing thetafimns used by the Administrative Agent in deterimg any interest rate pursuant to
Section 2.7(a).

2.18. Booking Loans.
Any Lender may make, carry, or transfer Loansatot for the account of any of its branch offices.
2.19. Quotation of Rates.

It is hereby acknowledged that the Borrower mayj/tb@l Administrative Agent on or before the datendrich notice of a Borrowing is to be
delivered by the Borrower in order to receive atigation of the rate or rates then in effect, hatt such projection shall not be binding upon
the Administrative Agent or any Lender nor affdat tate of interest which thereafter is actuallgfiiect when the election is made.

2.20. Taxes

(a) All payments made by the Borrower under thise®gnent shall be made free and clear of, and wittheduction or withholding for or on
account of, any present or future income, stamptlogr taxes, levies, imposts, duties, charges, fehictions or withholdings, now or
hereafter imposed, levied, collected, withheld sgessed by any Tribunal, excluding net income tardsranchise taxes (imposed in lieu of
net income taxes) imposed on the AdministrativerAge any Lender as a result of a present or folwnanection between the Administrat
Agent or such Lender and the jurisdiction of thévilinal imposing such tax or any political subdieisior taxing authority thereof or therein
(other than any such connection arising solely ftbenAdministrative Agent or such Lender havingaeted, delivered or performed its
obligations or received a payment under, or enfiyrttés Agreement or any other Loan Paper). If sungh non-excluded taxes, levies,
imposts, duties, charges, fees, deductions or wiiliigs ("Non-Excluded Taxes") or Other Taxes &aquired to be withheld from any
amounts payable to the Administrative Agent or Begder hereunder, the amounts so payable to thamstnative Agent or such Lender
shall be increased to the extent necessary to todlie Administrative Agent or such Lender (afiayment of all Non-Excluded Taxes and
Other Taxes) interest or any such other amountalgayhereunder at the rates or in the amountsfgakoi this Agreement, provided,
however, that the Borrower shall not be requireshtoease any such amounts payable to any Lendier@spect to any Non-Excluded Taxes
(i) that are attributable to such Lender's failtoreomply with the requirements of paragraph (djedrof this Section or (ii) that are United
States withholding taxes imposed on amounts payatdach Lender at the time such Lender becomesta o this Agreement, except to the
extent that such Lender's assignor (if any) waitleat at the time of assignment, to receive addal amounts from the Borrower with resy
to such Non-Excluded Taxes pursuant to this paphgra

(b) In addition, the Borrower shall pay any Othex@s to the relevant Tribunal in accordance witliagble law.

(c) Whenever any Noixcluded Taxes or Other Taxes are payable by theoer, as promptly as possible thereafter the @woer shall sen

to the Administrative Agent for its own accountfor the account of the relevant Lender, as the o@sgbe, a certified copy of an original
official receipt received by the Borrower showireyment thereof. If the Borrower fails to pay anynNExcluded Taxes or Other Taxes when
due to the appropriate taxing authority or failsgmit to the Administrative Agent the requiredeipts or other required documentary
evidence, the Borrower shall indemnify the Admirative Agent and the Lenders for any incrementetsainterest or penalties that may
become payable by the Administrative Agent or aapder as a result of any such failure.

(d) Each Lender (or Transferee) that is not a "P&son" as defined in Section 7701(a)(30) of thdeda "Nonu.S. Lender") shall deliver
the Borrower and the Administrative Agent (or, le ttase of a Participant, to the Lender from witiehrelated participation shall have been
purchased) two copies of either U.S. Internal RaeeBervice Form W-8BEN or Form W-8ECI, or, in tlee of a Non-U.S. Lender claiming
exemption from U.S. federal withholding tax undecton 871(h) or 881(c) of the Code with respegidgments of "portfolio interest", a
statement substantially in the form of Exhibit FHHamForm W-8BEN, or any subsequent versions themesficcessors thereto, properly
completed and duly executed by such Non-U.S. Lealdéming complete exemption from, or a reduced odt U.S. federal withholding tax
on all payments by the Borrower under this Agreenaew the other Loan Papers. Such forms shall lneeded by each Non-U.S. Lender on
or before the date it becomes a party to this Agese (or, in the case of any Participant, on oofleethe date such Participant purchases the
related participation). In addition, each Non-U.8nder shall deliver such forms promptly upon theaescence or invalidity of any form
previously delivered by such Non-U.S. Lender. Edon-U.S. Lender shall promptly notify the Borrower ayaime it determines that it is |
longer in a position to provide any previously detied certificate to the Borrower (or any othenfasf certification adopted by the U.S.
taxing authorities for such purpose). Notwithstagdany other provision of this paragraph, a Non:WeSder shall not be required to deliver
any form pursuant to this paragraph that such Ndh-Uender is not legally able to deliver.

(e) A Lender that is entitled to an exemption fronteduction of non-U.S. withholding tax under taa of the jurisdiction in which the
Borrower is located, or any treaty to which sudtisgliction is a party, with respect to paymentsanmttiis Agreement shall deliver to the
Borrower (with a copy to the Administrative Agerd},the time or times prescribed by applicable taweasonably requested by the Borro
such properly completed and executed documentptiescribed by applicable law as will permit suclimants to be made without
withholding or at a reduced rate, provided thahsuender is legally entitled to complete, executd deliver such documentation and in such
Lender's judgment such completion, execution onmss&ion would not materially prejudice the legastion of such Lender.

(f) If the Administrative Agent or any Lender deatenes, in its sole discretion, that it has recei@edfund of any Non-Excluded Taxes or
Other Taxes as to which it has been indemnifiethikyBorrower or with respect to which the Borrowas paid additional amounts pursuant
to this Section 2.20, it shall pay over such reftmthe Borrower (but only to the extent of indetyqayments made, or additional amot



paid, by the Borrower under this Section 2.20 wétspect to the Non-Excluded Taxes or Other Taxdagyrise to such refund), net of all out-
of-pocket expenses of the Administrative AgentwahsLender and without interest (other than angrest paid by the relevant Tribunal with
respect to such refund); provided, that the Bormpwpon the request of the Administrative Agensech Lender, agrees to repay the amount
paid over to the Borrower (plus any penalties,regeor other charges imposed by the relevant mahuo the Administrative Agent or such
Lender in the event the Administrative Agent ortsuender is required to repay such refund to sudbufal. This paragraph shall not be
construed to require the Administrative Agent oy Aender to make available its tax returns (or ather information relating to its taxes
which it deems confidential) to the Borrower or antlger Person.

(g) The agreements in this Section shall survieetéinmination of this Agreement and the paymenhefLoans and all other amounts payable
hereunder.

SECTION 3

LETTERS OF CREDIT

3.1. L/C Commitment. (a) Subject to the terms ambitions hereof, the Issuing Lender, in relianndhe agreements of the other Lender:
forth in Section 3.4(a), agrees to issue lettersredlit ("Letters of Credit") for the account o&tBorrower on any Business Day during the
Commitment Period in such form as may be approx@u time to time by the Issuing Lender; providedtttine Issuing Lender shall have no
obligation to issue any Letter of Credit if, aftgving effect to such issuance, (i) the L/C Obligas would exceed the L/C Commitment or
any Lender's Revolving Extensions of Credit wowdezd such Lender's Commitment. Each Letter of iCsédll (i) be denominated in
Dollars and (ii) expire no later than the earli€x9 the first anniversary of its date of issuamare (y) the date that is five Business Days prior
to the Termination Date, provided that any Letfe€redit with a one-year term may provide for teaewal thereof for additional one-year
periods (which shall in no event extend beyonddidie referred to in clause

(y) above).

(b) The Issuing Lender shall not at any time bégaibéd to issue any Letter of Credit if such issgawould conflict with, or cause the Issuing
Lender or the L/C Participant to exceed any lirritposed by, any applicable Law.

3.2. Procedure for Issuance of Letter of Credie Borrower may from time to time request that $s&iing Lender issue a Letter of Credit by
delivering to the Issuing Lender at its addressfitices specified herein an Application thereémmpleted to the satisfaction of the Issuing
Lender, and such other certificates, documentsoéimet papers and information as the Issuing Lenusr reasonably request. Upon receif
any Application, the Issuing Lender will processisiépplication and the certificates, documents atier papers and information delivered
to it in connection therewith in accordance withdustomary procedures and shall promptly issuéetter of Credit requested thereby (bu
no event shall the Issuing Lender be requiredsodsany Letter of Credit earlier than three Bugiigays after its receipt of the Application
therefor and all such other certificates, documantsother papers and information relating thereyossuing the original of such Letter of
Credit to the beneficiary thereof or as otherwisgybe agreed to by the Issuing Lender and the BamoThe Issuing Lender shall furnish a
copy of such Letter of Credit to the Borrower prdinfollowing the issuance thereof. The Issuing lenshall promptly furnish to the
Administrative Agent, which shall in turn prompfiyrnish to the Lenders, notice of the issuanceaghd_etter of Credit (including the amo!
thereof).

3.3. Fees and Other Charges. (a) The Borrowempailla fee on all outstanding Letters of Credit peaannum rate equal to the Applicable
Margin then in effect with respect to Eurodollarans, shared ratably among the Lenders and payahbtéeqy in arrears on each Quarterly
Payment Date and on the Termination Date afteisteance date. In addition, the Borrower shalltpape Issuing Lender for its own
account a fronting fee of 0.125% per annum on tigrawn and unexpired amount of each Letter of Grediyable quarterly in arrears on
each Quarterly Payment Date and on the Termin&imte after the issuance date.

(b) In addition to the foregoing fees, the Borrowball pay or reimburse the Issuing Lender for sumtmal and customary costs and expe
as are incurred or charged by the Issuing Lendessining, negotiating, effecting payment under, ragiveg or otherwise administering any
Letter of Credit.

3.4. L/C Participations. (a) The Issuing Lendegviocably agrees to grant and hereby grants tole&:PRarticipant, and, to induce the Issuing
Lender to issue Letters of Credit, each L/C Pguéiot irrevocably agrees to accept and purchaséerdy accepts and purchases from the
Issuing Lender, on the terms and conditions s¢h feelow, for such L/C Participant's own accourd eiek an undivided interest equal to s
L/C Participant's Revolving Percentage in the Isguiender's obligations and rights under and ipeesof each Letter of Credit and the
amount of each draft paid by the Issuing Lenderetineder. Each L/C Participant agrees with the fgsuender that, if a draft is paid under
any Letter of Credit for which the Issuing Lendeg aot reimbursed in full by the Borrower in accamde with the terms of this Agreement,
such L/C Participant shall pay to the Issuing Leng®n demand at the Issuing Lender's addresotares specified herein an amount equal
to such L/C Participant's Percentage of the amoustich draft, or any part thereof, that is notambursed. Each L/C Participant's obliga

to pay such amount shall be absolute and unconditend shall not be affected by any circumstaimotyding (i) any setoff, counterclaim,
recoupment, defense or other right that such L/@df@ant may have against the Issuing LenderBbeower or any other Person for any
reason whatsoever, (ii) the occurrence or conticearf a Default or an Event of Default or the fegltio satisfy any of the other conditions
specified in Section 5, (iii) any adverse changthancondition (financial or otherwise) of the Bmwer, (iv) any breach of this Agreement or
any other Loan Document by the Borrower, any o@empany or any other L/C Participant or (v) anyeottircumstance, happening or event
whatsoever, whether or not similar to any of thedwing.



(b) If any amount required to be paid by any L/Ctiegant to the Issuing Lender pursuant to Sec8agia) in respect of any unreimbursed
portion of any payment made by the Issuing Lendeien any Letter of Credit is paid to the Issuingndler within three Business Days after
the date such payment is due, such L/C Particiglaait pay to the Issuing Lender on demand an amequml to the product of (i) such
amount, times (ii) the daily average Federal Fufifisctive Rate during the period from and includthg date such payment is required to
date on which such payment is immediately availédkhe Issuing Lender, times (iii) a fraction themerator of which is the number of days
that elapse during such period and the denomimdtahich is

360. If any such amount required to be paid byla@yParticipant pursuant to

Section 3.4(a) is not made available to the Issugmgder by such L/C Participant within three Buss®ays after the date such payment is
due, the Issuing Lender shall be entitled to recérneen such L/C Participant, on demand, such amauitht interest thereon calculated from
such due date at the rate per annum applicabl®8® lLoans. A certificate of the Issuing Lender sutbadi to any L/C Participant with respect
to any amounts owing under this

Section shall be conclusive in the absence of mandrror.

(c) Whenever, at any time after the Issuing Lerdey made payment under any Letter of Credit anddwasved from any L/C Participant its
pro rata share of such payment in accordance veithic 3.4(a), the Issuing Lender receives any magrrelated to such Letter of Credit
(whether directly from the Borrower or otherwiseggluding proceeds of collateral applied theretdHsylssuing Lender), or any payment of
interest on account thereof, the Issuing Lenddrdistribute to such L/C Participant its pro ratee thereof; provided, however, that in the
event that any such payment received by the Isdugénger shall be required to be returned by theingsLender, such L/C Participant shall
return to the Issuing Lender the portion thereefjously distributed by the Issuing Lender to it.

3.5. Reimbursement Obligation of the Borrower.ny @raft is paid under any Letter of Credit, the®aver shall reimburse the Issuing
Lender for the amount of (a) the draft so paid @r)cany taxes, fees, charges or other costs omsegancurred by such Issuing Lender in
connection with such payment, not later than 1606n, New York City time, on (i) the Business Dawattthe Borrower receives notice of
such draft, if such notice is received on suchputigr to 10:00 A.M., New York City time, or (ii) iflause (i) above does not apply, the
Business Day immediately following the day that Berower receives such notice. Each such paymegthe paid using a Loan to the
extent otherwise permitted under this Agreementsiradl be made to such Issuing Lender at its addoeqotices referred to herein in
Dollars and in immediately available funds. Intésdsall be payable on any such amounts from the @latvhich the relevant draft is paid
until payment in full at the rate set forth in @til the Business Day next succeeding the datheofelevant notice, Section 2.7(b) and (y)
thereafter, Section 2.7(c).

3.6. Obligations Absolute. The Borrower's obligaiainder this

Section 3 shall be absolute and unconditional uadgrand all circumstances and irrespective ofsatgff, counterclaim or defense to
payment that the Borrower may have or have hachagtiie Issuing Lenders, any beneficiary of a laifeCredit or any other Person. The
Borrower also agrees with the Issuing Lendersttimtssuing Lenders shall not be responsible fod,the Borrower's Reimbursement
Obligations under Section 3.5 shall not be affettgdamong other things, the validity or genuinsngisdocuments or of any endorsements
thereon, even though such documents shall in fastepto be invalid, fraudulent or forged, or angplite between or among the Borrower
any beneficiary of any Letter of Credit or any atparty to which such Letter of Credit may be tfan®d or any claims whatsoever of the
Borrower against any beneficiary of such Lette€Coddit or any such transferee. The Issuing Lensleai not be liable for any error,
omission, interruption or delay in transmissiorspditch or delivery of any message or advice, homteaesmitted, in connection with any
Letter of Credit, except for errors or omissionsrfd by a final and nonappealable decision of ataafurompetent jurisdiction to have resul
from the gross negligence or willful misconductioé Issuing Lenders. The Borrower agrees that atigrataken or omitted by the Issuing
Lenders under or in connection with any Letter ofdit or the related drafts or documents, if donthe absence of gross negligence or
willful misconduct, shall be binding on the Borravand shall not result in any liability of the I1&sg Lender to the Borrower.

3.7. Letter of Credit Payments. If any draft st&lpresented for payment under any Letter of Créuitissuing Lender shall promptly notify
the Borrower of the date and amount thereof. Thpamsibility of the Issuing Lender to the Borrowreconnection with any draft presented
for payment under any Letter of Credit shall, idliéidn to any payment obligation expressly providedin such Letter of Credit, be limited
to determining that the documents (including eaelftpidelivered under such Letter of Credit in ceation with such presentment are
substantially in conformity with such Letter of @ie

3.8. Applications. To the extent that any provisidrany Application related to any Letter of Cradiinconsistent with the provisions of this
Section 3, the provisions of this Section 3 shafila

SECTION 4

REPRESENTATIONS AND WARRANTIES.

The Borrower represents and warrants to the Agamdshe Lenders as follows:
4.1. Purpose of Credit Facility.

The Borrower will use Loan proceeds only to reficathe Existing Credit Agreement and for the wogkiapital needs and general corporate
purposes (including Acquisitions and capital expeemds) of the Companies. The proceeds loaned hdezwvill not be used directly or
indirectly for the purpose of purchasing or cargyior for the purpose of extending credit to otHerghe purpose of purchasing or carrying,
any Margin Stock, or to repay any Debt which wasated for such purpose



4.2. Corporate Existence, Good Standing, and Aitthor

Each Company is, to the best of the Borrower's kedge, duly organized, validly existing, and in d@tanding under the Laws of its state
incorporation (such jurisdictions being identified Exhibit 21 of Borrower's most recent annual refited with the Securities and Exchange
Commission on Form 10-K). Except where failure vaonbt reasonably be expected to have a MateriabfsdvEffect, each Company (a) is
duly qualified to transact business and is in gst@ahding as a foreign corporation in each jurisoiictvhere the nature and extent of its
business and properties require the same, andésepses all requisite authority, power, licensesnits, and franchises to conduct its
business as is now being, or is contemplated héveie, conducted. The Borrower possesses allsiggauthority, power, licenses, permits,
and franchises to execute, deliver, and comply thighterms of the Loan Papers, all which have loednauthorized and approved by all
necessary corporate action and, except wheredaivould not reasonably be expected to have a Matkdverse Effect, for which no
approval or consent of any Person or Tribunalgsiired which has not been obtained and no filingtber notification to any Person or
Tribunal is required which has not been properimpteted.

4.3. Significant Subsidiaries.

Exhibit 21 of the Borrower's most recent annuabréefiled with the Securities and Exchange Commoissin Form 10-K sets forth, in all
material respects, all existing Significant Sulesiis of the Borrower and correctly lists, as toheSignificant Subsidiary, (a) its name and
its jurisdiction of incorporation. The shares opital stock of each Significant Subsidiary ownedty Borrower (either directly or indirectly
through another Subsidiary) as set forth on Extabibf Borrower's most recent annual report filethwhe Securities and Exchange
Commission on Form 10-K are the duly authorizedidiyaissued, fully paid, and nonassessable shafresch Significant Subsidiary and are
owned by the Borrower free and clear of all Liersept Permitted Liens.

4.4. Financial Statements.

(&) The Current Financials were prepared in accaelavith GAAP and present fairly the consolidatedricial condition and the results of
operations of the Companies as of, and for theoderended, the dates thereof. There were no mgterthe Companies taken as a whole)
liabilities, direct or indirect, fixed or continggrof any Company as of the date of the Currenafdials which are not reflected therein. No
Company has incurred any material (to the Compaalken as a whole) liability, direct or indiredked or contingent, between the dates of
the Current Financials and the date hereof, exoepie ordinary course of business, such as ineaion with acquisitions and financing
activities.

(b) Since December 31, 2003, there has been ndagewent or event that has had or could reasonablxpected to have a Material Adve
Effect.

4.5. Compliance with Laws, Charter, and Agreements.

No Company is, nor will the execution, deliveryrfpemance, or observance of the Loan Papers cays€ampany to be, in violation of a
Laws or any Material Agreements to which it is atpaother than such violations which would notse@ably be expected to have a Material
Adverse Effect. Neither the Borrower nor any Sulasidis, nor will the execution, delivery, perfornte, or observance of the Loan Papers
cause the Borrower or any Subsidiary to be, inatioh of its bylaws or charter.

4.6. Litigation.

Except as described in the Form 10-Q filed by tber@ver for the quarterly period ended Septembef804 and the Form 8-K filed by the
Borrower on January 26, 2005 with the Securities Bxchange Commission and to the knowledge of threddver, no Company is aware of
any "Material" Litigation, and there are no Matéonatstanding or unpaid judgments against any Camppllaterial for purpose of this
Section 4.6 in relation to Litigation would includay actions or proceedings pending or threategathst any Company before any court or
Tribunal as to which there is a reasonable podsilnf an adverse determination seeking damagéfriesurance proceeds to the Company,
in excess of $10,000,000 in any case or 1% of dmfeged Net Worth in the aggregate, or which miggsult in any Material Adverse Effect.

4.7. Taxes.

All Tax returns of each Company required to bedfimve been filed (or extensions have been graetadpt where the failure to do so could
not reasonably be expected to have a Material AdvEffect, and all Taxes imposed upon each Compaigh are shown to be due and
payable thereon have been paid other than Taxesghfich the criteria for Permitted Liens have beatisfied and Taxes being contested in
good faith by proper proceedings and with respeethich such Company shall have, to the extentirediby GAAP, set aside on its books
adequate reserves.

4.8. Environmental Matters.

No Company's ownership of its assets violates apli@ble Environmental Law, other than such violaé which would not reasonably
expected to have a Material Adverse Effect. ToBbgower's knowledge, no investigation or revieywénding or threatened by any Tribunal
with respect to any alleged violation of any Enmimeental Law in connection with any Company's assish could result in a Material
Adverse Effect. None of any Company's assets haga hsed by such Company or, to the Borrower's latge, any other Person as a dt



site for any Hazardous Substance except wherewseclvould not reasonably be expected to have aridiaéelverse Effect.
4.9. Employee Benefit Plans.

(a) No employee benefit plan as defined in the GoaeTitle 1V of ERISA of any Company has incureadaccumulated funding deficiency
in an amount sufficient to have a Material AdveE$iect, (b) no Company has incurred liability t@tRBGC in connection with any such p
where such liability could reasonably be expectedave a Material Adverse Effect, (¢) no CompanyWwdhdrawn in whole or in part from
participation in a Multiemployer Plan where thehditawal could reasonably be expected to have aribfedverse Effect, and (d) to the b
of the Borrower's knowledge, no "prohibited trargat' (as defined in section 406 of ERISA or sect#®975 of the Code) or "reportable
event" (as defined in section 4043 of ERISA) hasuoed which could reasonably be expected to haviatarial Adverse Effect.

4.10. Properties; Liens.

Each Company has good and marketable (except farifeed Liens) title to all its property reflected the Current Financials as being ow
(except for dispositions of property in the ordinaourse of business between the date or datesothend the date hereof). Except for
Permitted Liens, there is no Lien on any propeftgry Company, and the execution, delivery, peréoroe, or observance of the Loan Papers
will not require or result in the creation of anieh other than Permitted Liens.

4.11. Holding Company and Investment Company Status

The Borrower is not (a) a "holding company," a "sdiary company" of a "holding company,” an "a#fte" of a "holding company" or of a
"subsidiary company" of a "holding company," ompablic utility" within the meaning of the Public ity Holding Company Act of 1935, as
amended, (b) a "public utility" within the meaniafithe Federal Power Act, as amended, (c) an "invest company" within the meaning of
the Investment Company Act of 1940, as amended,

(d) an "investment adviser" within the meaningtaf tnvestment Advisers Act of 1940, as amende(k)adirectly subject to the jurisdiction
of the Federal Communications Commission or anylipslervice commission.

4.12. Transactions with Affiliates.

Except as disclosed on Schedule 4.12, no Compampésty to a material transaction with any ofAfliates other than transactions in the
ordinary course of business and upon fair and redse terms not materially less favorable than stempany could obtain or could become
entitled to in an arm's-length transaction witheas®n that was not its Affiliate and other thamsactions between or among entities each of
which is either the Borrower or a Wholly Owned Sdlesy. For purposes of this Section 4.12, suchdaations are "material” if they,
individually or in the aggregate, require any Compto pay more than 1 percent of Consolidated NettiVover the course of such
transactions.

4.13. Leases.

All material leases under which any Company isdess tenant are in full force and effect, and efadlt or potential default exists
thereunder which could result in a Material AdveEsiect.

4.14. Labor Matters.

There are no actual or, to the Borrower's knowletiyeatened strikes, labor disputes, slow dowrdkauts, or other concerted interruptions
of operations by any Company's employees, the teffeghich would have a Material Adverse Effect.

4.15. Insurance.

Each Company maintains with financially sound iaswe companies or associations (or, as to workengpensation or similar insurance,
with an insurance fund or by self-insurance autteatiby the jurisdictions in which it operates) i@sce concerning its properties and
businesses against such casualties and contingearwieof such types and in such amounts (and withsurance and deductibles) as is
customary in the case of same or similar businegsesided, however, a program of self-insurancsuoh amounts and against such risks as
are prudent and which is consistent with acceptsihless practice shall constitute compliance vhith $ection 4.15.

4.16. Solvency.
The Companies are, and after giving effect to thegactions contemplated under the Loan PaperdeajilSolvent.
4.17. Business.

The business of the Borrower, as presently conduame as proposed to be conducted, is set forBcbedule 4.17



4.18. General.

All writings exhibited or delivered to the Agentg br on behalf of any Company are and will be geawnd in all material respects what t|
purport and appear to be.

SECTION 5

CONDITIONS PRECEDENT.

5.1. Initial Loan.

No Lender will be obligated to fund the initial Lmanless the Administrative Agent has receiveafihe following in form and substan
satisfactory to the Administrative Agent and iteapl counsel:

(a) Loan Papers. This Agreement and the Curremri€ials.

(b) Secretary's Certificates. A certificate dateadathe date hereof, executed and delivered bBtheower, certifying that (i) attached is a
true, correct, and complete copy of (A) the Borrgsieharter, certified by the appropriate statéciaff and dated a Current Date, (B) the
Borrower's bylaws, and (C) resolutions of the Baeds board of directors authorizing the executiod delivery of each Loan Paper to wt
the Borrower is a party and (ii) the officers whepecimen signatures appear on such certificatéthelcorporate office indicated and are
authorized to sign agreements, documents, andimstits on behalf of the Borrower.

(c) Good Standing, Existence, and Authority. Ciediies (dated a Current Date) relating to the Beerts existence, good standing, and
authority to transact business issued by apprapsiate officials.

(d) Opinions of Borrower's Counsel. The favoralp@mns, dated the Closing Date and substantialthé form of Exhibit B of:
(i) Jones, Walker, Waechter, Poitevent, Carrereea&yre, L.L.P., special counsel to the Borrowed; an
(i) Stacey Goff, Senior Vice President, General@sel and Corporate Secretary of the Borrower.

(e) Officer's Certificate. A certificate, dated t@ksing Date and signed by the President, a Viesi®ent or a Financial Officer of the
Borrower, confirming compliance, as of the Closibate, with the conditions set forth in paragrap)sahd (b) of Section 5.2.

(f) Fees and Expenses. Payment from the Borrowall ées then due the Agents or the Lenders patsoahis Agreement or any other
agreement.

(9) Existing Credit Agreement. The commitments unitie Existing Credit Agreement shall have beemteated (and the parties hereto
hereby waive compliance with any provision of thésing Credit Agreement requiring advance noti€euxh termination) and all amounts
owing thereunder shall have been paid.

(h) Financial Statements. The Lenders shall haveived

(i) audited consolidated financial statements efBorrower for the 2001, 2002 and 2003 fiscal yead (ii) unaudited interim consolidated
financial statements of the Borrower for each fisgarter ended after the date of the latest agplécfinancial statements delivered pursuant
to clause (i) of this paragraph as to which suchrftial statements are available, and such finestgigements shall not, in the reasonable
judgment of the Lenders, reflect any material as@ehange in the consolidated financial conditibthe Borrower, as reflected in tl

financial statements or projections contained en@onfidential Information Memorandum.

(i) Projections. The Lenders shall have receivedfthe Borrower financial projections for the fisgaars 2005 through 2007 in form and
substance reasonably satisfactory to the Lenders.

(j) Other. Such other agreements, documents, im&nts, opinions, certificates, and evidences agtiministrative Agent may reasonably
request.

5.2. Each Revolving Extension of Credit.

In addition, the Lenders will not be obligated tmd any Loan and the Issuing Lender shall not bigatied to issue any Letter of Credit unl
at the time of such funding or issuance(a) theesgmtations and warranties made in the Loan Pépthes than pursuant to Section 4.4(b),
which representation shall only be made as of #ie df the initial extension of credit) are truel aorrect in all material respects (except to
the extent that the representations and warrasypieak to a specific date), (b) no Default or Exafidefault shall have occurred and shall be
continuing, (c) the funding or issuance of suchrLoal etter of Credit is permitted by Law, and ifdequested by the Administrative Agent
or the Majority Lenders, the Borrower shall havéwideed to the Administrative Agent evidence suhsting any of the matters contained in
this Agreement which are necessary to enable theo®er to qualify for such Loan or Letter of Cre«



Each Borrowing by the Borrower hereunder shall trie a representation and warranty by the Borraageof the date of such extension of
credit that the conditions contained in this SetBd shall have been satisfied.

5.3. Materiality of Conditions.
Each condition precedent herein is material taithesactions contemplated herein, and time ise@g#sence in respect of each thereof.
5.4. Waiver of Conditions.

Subject to the provisions of Section 11.14, thedvigj Lenders may elect to fund any Loan withouicahditions being satisfied, but this si
not be deemed to be a waiver of the requirementch such condition precedent be satisfied asraquisite for any subsequent Loan,
unless the Majority Lenders (or, if required by 8t 11.14, all Lenders) specifically waive eachklsitem in writing.

SECTION

AFFIRMATIVE COVENANTS.

So long as the Lenders are committed to make Loadsr this Agreement and thereafter until the Gitian is paid and performed in full, t
Borrower covenants and agrees with the Agentslaadlénders as follows:

6.1. Use of Proceeds.
Proceeds of Loans advanced hereunder shall beondeds represented herein.
6.2. Books and Records.

Each Company shall maintain, in accordance with ®Aproper and complete books, records, and accadnith are necessary to prepare
financial statements required to be delivered hedtet

6.3. Items to be Furnished.
The Borrower shall cause the following to be funeid to the Administrative Agent and each Lendewn(tbh the Administrative Agent):

(a) Promptly after preparation, and no later th2@d days after the last day of each fiscal yeahefBorrower, Financial Statements showing
the consolidated financial condition and resultspérations of the Companies as of, and for the geded on, such last day, accompanied by
(i) the opinion of KPMG LLP (or another firm of ri@nally-recognized independent certified public@autants reasonably acceptable to
Majority Lenders), based on an audit using gengeatepted auditing standards, that such FinaBtééments were prepared in accordance
with GAAP and present fairly the consolidated ficiahcondition and results of operations of the @amies (and such accountants shall
indicate in a letter to the Administrative Agettitat during their audit no Default or Event of Ddfaot already reported was discovered or, if
such Default or Event of Default was discovered,rthture and period of existence thereof) ané ()nancial Report Certificate with respect
to such Financial Statements.

(b) Promptly after preparation, and no later th@rdéys after the last day of each of the firstdtgearters of each fiscal year of the Borrower,
(i) Financial Statements showing the consolidakeaiicial condition and results of operations of @@npanies as of, and for the period from
the beginning of the current fiscal year to, swdt tay, and (ii) a Financial Report Certificatéhwiespect to such Financial Statements.

(c) Promptly after preparation (and no later tHamlater of 15 days (a) after such filing is duélrafter timely filing, if filed with the
Securities and Exchange Commission), true copiedl oégular and periodic reports, proxy statemanig filings on Form 8-K furnished by
or on behalf of any Company to stockholders geheaalfiled with the Securities and Exchange Conwitis. However, only registration
statements covering more than 2 percent of thedB@r's outstanding shares of common stock shakdpaired to be furnished unless
specifically requested by the Administrative Agent.

(d) Promptly upon receipt thereof, copies of antiaes received from any Tribunal (including, withdimitation, state regulatory agencies)
relating to the possible violation or violationafy Law which might have a Material Adverse Effect.

(e) Notice, promptly after the Borrower knows oshliaason to know of, (i) the existence of any nialteitigation as defined in

Section 4.6, (ii) any material change in any matdect or circumstance represented or warranteshynLoan Paper, or (iii) a Default or Ev
of Default, specifying the nature thereof and wdnztton the Borrower or any other Company has talssiaking, or proposes to take with
respect thereto.

(f) Notice, promptly after the Borrower knows orshr@ason to know of, a Subsidiary Encumbranceefiset! in Section 7.14(b



(9) Within 10 days after execution thereof, comieany supplements, modifications or amendmentldd=quity Units documentation.

(h) Promptly upon the Administrative Agent's or drgnder's reasonable request, such informationdtiarwise required to be furnished
under the Loan Papers) respecting the businesssatigsets, and liabilities of any Company, andapinions, certifications, and documents,
in addition to those mentioned herein.

6.4. Inspection.

The Borrower shall allow the Administrative Agemidaeach Lender, when the Administrative Agent @hsiuender reasonably deems
necessary, at such Lender's own expense if no Défien exists, to inspect any of its properties,aview reports, files, and other records
to make and take away copies thereof, to condstg ta investigations, and to discuss any of f@itaf conditions, and finances with any
director, officer, or employee of such Company frisme to time, upon reasonable notice during reaBlmbusiness hours, or otherwise w
reasonably considered necessary.

6.5. Taxes.

Each Company shall promptly pay when due any Taxapt those which if unpaid would not cause aeialt Adverse Effect, Taxes for
which the criteria for Permitted Liens have beeisfiad and Taxes being contested in good faitlptmper proceedings and with respect to
which such Company shall have, to the extent requily GAAP, set aside on its books adequate resela@Company shall use any
proceeds of Loans to pay the wages of employeessial timely payment to or deposit with the Unf¢ates of America of all amounts of
Tax required to be deducted and withheld with resfresuch wages is also made.

6.6. Payment of Obligations.

Each Company shall promptly pay (or renew and eRtafi of its material obligations as the same Ineea@lue except those being contested in
good faith by proper proceedings and with respeethich such Company shall have, to the extentiredquoy GAAP, set aside on its books
adequate reserves, but no Company will make anyntaty prepayment of the principal of any Debt othan the Obligation, whether
subordinate to the Obligation or not, if a DefarlEvent of Default exists under any Loan Paper.

6.7. Expenses.

The Borrower shall promptly pay (a) all reasonatid necessary out-of-pocket costs, fees, and espgrasd or incurred by the
Administrative Agent incident to any Loan Papecliding, but not limited to, the reasonable feed @xpenses of counsel to the
Administrative Agent in connection with the negtita, preparation, delivery, and execution of ttomh Papers and any related amendment,
waiver, or consent); and (b) all reasonable antbouary out-of-pocket costs, fees and expensesquaitturred by the Administrative Agent
and any of the Lenders in connection with the esdorent of the obligations of any Company or the@se of any Rights (including, but not
limited to, reasonable attorneys' fees and cowstsgpall of which shall be a part of the Obligati@his covenant shall survive the termination
of this Agreement and the payment of the Loansalinather amounts payable hereunder.

6.8. Maintenance of Existence, Assets, Businesk|rasurance.

Except as permitted by Section 7.4, each Compaaly ahall times (a) maintain its corporate exisieand authority to transact business and
good standing in its jurisdiction of incorporationorganization and all other jurisdictions where failure to so maintain could reasonably be
expected to have a Material Adverse Effect, (b)aémn all licenses, permits, and franchises necgdsaits business, where the failure to so
maintain could reasonably be expected to have afidhirdverse Effect, (c) keep all of its assetsotare necessary to its business in good
working order and condition (ordinary wear and tegepted), and make all necessary repairs ando@pknts thereto, and (d) maintain
either (i) insurance with such insurers, in suclvants, and covering such risks, as shall be ordiaad customary in the industry or (ii) a
comparable self-insurance program.

6.9. Preservation and Protection of Rights.

Each Company shall perform such acts and duly aathaexecute, acknowledge, deliver, file, and rd@ny additional agreements,
documents, instruments, and certificates as theididtrative Agent may reasonably deem necessaappropriate in order to preserve and
protect the Rights of the Agents or the Lendersuiaghy Loan Paper.

6.10. Environmental Laws.

Each Company shall conduct its business so asmplyowith all applicable Environmental Laws and l§paomptly take corrective action to
remedy any non-compliance with any Environmental | except where failure to so comply or take suttioa would not reasonably be
expected to have a Material Adverse Effect. Eacim@amy shall maintain a system which, in its reabnbusiness judgment, will assure its
continued compliance with Environmental Laws innaditerial respects.

6.11. Environmental Indemnificatio



The Borrower shall indemnify, protect, and holdredwlemnified Party harmless from and against avdyal! liabilities, obligations, losses,
damages, penalties, actions, judgments, suitsns|giroceedings, costs, expenses (including, witlroitation, all reasonable attorneys' fees
and legal expenses whether or not suit is brought},disbursements of any kind or nature whatsogteh may at any time be imposed on,
incurred by, or asserted against such Indemnifeatids, with respect to or as a direct or indiresult of the violation by any Company of ¢
Environmental Law; or with respect to or as a di@dndirect result of any Company's generatioanafacture, production, storage, release,
threatened release, discharge, disposal or pregecoanection with its properties of a Hazardoubs$ance including, without limitation, (a)
all damages of any such use, generation, manugqiuvduction, storage, release, threatened reldssdarge, disposal, or presence, or (b)
the costs of any required or necessary environrhemiastigation, monitoring, repair, cleanup, otadéfication and the preparation and
implementation of any closure, remedial, or otHang. The provisions of and undertakings and indécation set forth in this paragraph
shall survive the satisfaction and payment of théigation and termination of this Agreement forexipd of time set forth in the statute of
limitations in any applicable Environmental Law.

SECTION 7

NEGATIVE COVENANTS.

So long as the Lenders are committed to make Loadsr this Agreement and thereafter until the Gitiam is paid and performed in full, t
Borrower covenants and agrees with the Agentslaadlénders as follows:

7.1. Employee Benefit Plans.

No Company will, directly or indirectly, if it wodlhave a Material Adverse Effect, (a) engage in"anghibited transaction" (as defined
section 406 of ERISA or section 4975 of the Co@&)permit the funding requirements under ERISAhwéspect to any employee benefit
plan established or maintained by any Company ¢o kg less than the minimum required by ERISA,

(c) permit any employee benefit plan establisheshaintained by any Company to ever be subjecttolimtary termination proceedings, or
(d) fully or partially withdraw from any Multiempieer Plan.

7.2. Liens.

No Company will create, incur, or suffer or pertoitoe created or incurred or to exist any Lienéothan Permitted Liens) upon any of
assets unless the Obligations then outstandinglsakcured by such Lien equally and ratably waitia and all obligations and indebtedness
secured by such Lien.

7.3. Restricted Payments.

The Borrower will not directly or indirectly make declare any Restricted Payment, unless no Defaliivent of Default has occurred and is
continuing or would result from such Restricted fant.

7.4. Mergers and Consolidations.

No Company will merge or consolidate with any Parsther than (a) any merger or consolidation whetkb Borrower (or anothe
Company, if the Borrower is not a party theretahis surviving corporation, (b) any merger of amjp§idiary into another Company, (c) any
merger of a Subsidiary into another Person (othem the Borrower) if after such merger the sungvimtity becomes a Subsidiary, (d) any
sale of assets permitted by Section 7.7 thatis®tred as a merger or consolidation and (e) amgifiary that is not a Significant Subsidiary
may liquidate or dissolve if the Borrower deternsime good faith that such liquidation or dissoluatis in the best interests of such Borrower
and is not materially disadvantageous to the Lexygeovided, that in any such case, immediatelgraftich merger or consolidation there
shall not exist any Default or Event of Default.

7.5. Loans, Advances, and Investments.

Except as permitted by Section 7.4(b), no Compaillywake any loan, advance, extension of creditapital contribution to, make any
investment in, or purchase or commit to purchagestéwck or other securities or evidences of Depbpfnterests in, any other Person, other
than (a) Acquisitions, (b) expense accounts for@ther loans and advances to directors, officerd,eanployees of such Company in the
ordinary course of business not to exceed $1,000/0the aggregate outstanding at any time; (c@stwents in (or secured by) obligations of
the United States of America and agencies thembbligations guaranteed by the United Statesmé&dca maturing within one year from
the date of acquisition; (d) time deposits, barskacceptances or certificates of deposit issueahlpyof the Lenders; (e) certificates of deposit,
time deposits and banker's acceptances which Bydrfsured by the Federal Deposit Insurance Cafion or are issued by commercial
banks organized under the Laws of the United Staftésnerica or any state thereof and having contbicegpital, surplus, and undivided
profits of not less than $100,000,000 (as showsumh Person's most recently published statemesdrafition), and which certificates of
deposit have one of the two highest ratings fronot{ds or S&P, unless Borrower has a written committrio borrow funds from such
commercial bank; (f) commercial paper rated A-deiter by Moody's or P-2 or better by S&P ; (g)astments having one of the two highest
ratings from Moody's or S&P ; (h) extensions ofdité connection with trade receivables and ovenpents of trade payables, in each case
resulting from transactions in the ordinary cowsbusiness; (i) loans from any Company to any n@@mpany, investments by any
Company in any other Company, capital contributiopsiny Company to any other Company, and Guamahtieany Company of the Debt



any other Company; (j) investments in the casheswer value of life insurance policies issued brs@®es with a financial rating from A.M.
Best Company (as reported in Best's Insurance R®parat least "A+"; provided, however, that ithuPerson's financial rating is
downgraded to less than "A+", then within 90 dayiofving such downgrading, either (i) such cashuedlfe insurance policies will be
transferred to another insurance company withanfiral rating of at least "A+", (ii) such cash valnsurance policies will be collapsed and
the cash value thereof will be collected by theesting Company, or (iii) such investment will be@en investment subject to the limitations
of subparagraph (n) of this Section 7.5; (k) thechase of equity or debt securities of any Compamyuding the Borrower (but, in the case
of equity securities of the Borrower, only to theesnt permitted by Section 7.3),

() investments in the capital stock or securitésr loans to or Guaranties of the Debt of anysBerengaged in the same or a similar line of
business as set forth on Schedule 4.17 heretaforemsonable extensions or expansions thereaf) hich a Company possesses (or will
possess, after such investment) an equity ownenstapest in such Person or (ii) secured by thedvegr's interest in such business; (m) in
ordinary course of business, investments in th@alagiock of the Rural Telephone Bank, NationahBfor Cooperatives, or the National
Rural Utilities Cooperative Finance Corporationaal other lender from whom the investing Companintending to borrow money which
requires such Company to make an equity investimesch lender in order to so borrow; (n) Guarantiethe Debt of the Borrower's
Employee Stock Ownership Plan; (o) investmentgadily marketable money market funds registerecutite Investment Company Act of
1940 with an investment policy to hold at least 98Riis assets in cash and securities of a typerites! in subsections (c), (d), (e), (f), (9)
and (r) of this Section 7.5; (p) investments reediin connection with the bankruptcy or reorgamiradf, or settlement of delinquent
accounts and disputes with, customers and suppiieeach case in the ordinary course of busin@ysnvestments consisting of non-cash
consideration with respect to sale of assets ptrdhity Section 7.7; (r) overnight repurchase agesgsrelating to securities described in
clauses (c),

(d), (e), (f) or (g) of this Section 7.5; (s) arggaisition of stock or assets to the extent thatdbnsideration is paid in capital stock of the
Borrower; and (t) other loans, advances, Guarardies investments which never exceed in the agtgegany time 25% of Adjusted
Consolidated Net Worth (valued on the basis ofinalgcost, plus subsequent cash and stock addjtiess any writedown in value); provide
that this Section 7.5 shall not restrict the inmestt by any Company of assets held or managed amgePlan.

7.6. Transactions with Affiliates.

No Company will enter into any material transactiath any of its Affiliates, other than (a) trantiaas between or among entities eacl
which is either the Borrower or a Wholly Owned Sdlsy, (b) in the case of a transaction betweenBbrrower and a Subsidiary that is
owned by the Borrower or between Subsidiaries armoth of which is not directly or indirectly whghowned by the Borrower, if the
Borrower has determined that such transaction isdrbest interests of the Borrower, and (c) incee of any other transaction between a
Company and a Person that is not a Company, traosadn the ordinary course of business and uparahd reasonable terms not materi
less favorable than such Company could obtain oiddoecome entitled to in an arm's-length transactiith a Person that was not its
Affiliate. For purposes of this Section 7.6, suadnsactions are "material" if they, individuallyiarthe aggregate, require any Company tc
more than 1 percent of Consolidated Net Worth t¢ivercourse of such transactions.

7.7. Sale of Assets.

No Company will sell, lease, or otherwise dispofalloor any substantial part of its assets (inalgda sale by merger of a Subsidiary witt
into another Person) other than (a) sales of imrgrdr investments permitted under Section 7.5¢),(e), (f), (g), (0) and (r) in the ordinary
course of business; (b) sales of equipment foirafal adequate consideration or disposal of obsaleworn out equipment, provided that if
any such equipment is sold or otherwise disposedraf a replacement is necessary for the propeatipe of the business of such Company,
such Company will replace such equipment with adegjaquipment; (c) the exchange of assets (othargfjuipment) for similar assets of
equal or greater value; (d) the sale, discountramsfer of delinquent notes or accounts receivitilee ordinary course of business for
purposes of collection; (e) sales of accounts vad®é and related assets or an interest therdlmediype specified in the definition of
"Qualified Receivables Transaction" made in conibecith a Qualified Receivables Transaction (pded, that if at any time the aggregate
principal amount of all Qualified Receivables Tractions exceeds $150,000,000, the Borrower shathgeently reduce the Total
Commitments by the amount of such excess); (fssafl@ssets from one Company to another Compahgiggositions of assets pursuant to
sale and leaseback transactions so long as, afteggffect thereto and the use of proceeds tlietke aggregate outstanding amount of
Attributable Debt of the Companies shall not exc®e8,000,000; (h) other dispositions of assetsefotian (i) accounts receivable and rel
assets or (ii) in connection with sale and leaseb@nsactions), provided that (i) the Companiedistvithin the period of 270 days following
the consummation of each such transaction, applgaiase to be applied) an amount equal to the ldsh ®roceeds of such disposition of
assets to either (x) make Eligible Reinvestmeni{y)opermanently reduce the Total Commitments @ihddtwithstanding the foregoing
provisions of this clause

(h), at any time that the Senior Unsecured Long¥iTBebt Rating shall be lower than the Senior Unsstiiong-Term Debt Rating in effect
as of the Closing Date (it being understood thatRlebt Rating by S&P as of the Closing Date is BB the Debt Rating by Moody's as of
the Closing Date is Baa?2), the net book value Icdisdets disposed of pursuant to this clause @t)afnacquisitions of similar assets) in all
such transactions during any period of 12 conseeutionths (commencing with the first date as ofchlsuch lower Senior Unsecured Long-
Term Debt Rating shall have become effective) shatllexceed an amount equal to 10% of ConsoliddetdNVorth as set forth in the most
recent Financial Statements delivered pursuanetdi@ 6.3 of this Agreement; and (i) to the exteottalready permitted by another
subsection of this Section 7.7, sales, transfedso#imer dispositions of assets (other than (i) aot®receivable and related assets or (ii) in
connection with sale and leaseback transactioas)tie not permitted by clauses (a) through (hyepprovided that the cumulative
consideration for all assets sold, transferredtioemvise disposed of in reliance upon this claijseh@ll not exceed $200,000,000 ot/2% of
the consolidated total assets of the Companiessuned as of the last day of the most recent figeafter for which the relevant financial
information is available), whichever is greaterttie aggregate, net of Eligible Reinvestments.

7.8. Compliance with Laws and Documet



No Company will violate the provisions of any Laarsany Material Agreement if such violation alonewhen aggregated with all other s
violations, could reasonably be expected to havagerial Adverse Effect. No Company will violatestprovisions of its charter or bylaws or
modify, repeal, replace, or amend any provisioitso€harter or bylaws if such action could reasdnab expected to have a Material Adve
Effect. The Borrower will provide to the Administige Agent a copy of each document that materialbdifies, repeals, replaces, or amends
the charter or bylaws of the Borrower.

7.9. New Businesses.

No Company will engage in any material businesgotiian the businesses in which it is presentlyagad or businesses related theret
described on Schedule 4.17.

7.10. Assignment.
The Borrower will not assign or transfer any offRights, duties, or obligations under any of thah®apers.
7.11. Fiscal Year.

The Borrower will not change its fiscal year withdloe prior written consent of the Administrativgent (which shall not be unreasonably
withheld).

7.12. Holding Company and Investment Company Status

The Borrower will not conduct its business in saclay that it will become (a) a "holding comparg,”subsidiary company" of a "holding
company," an "affiliate" of a "holding company" @fra "subsidiary company" of a "holding company,'ad'public utility" within the meanin
of the Public Utility Holding Company Act of 193&s amended, (b) a "public utility" within the meagiof the Federal Power Act, as
amended, (c) an "investment company" within themrgpof the Investment Company Act of 1940, as atadnor (d) an "investment
adviser" within the meaning of the Investment AdvisAct of 1940, as amended.

7.13. Amendments to Equity Units Documentation.

The Borrower will not amend, supplement or otheewisodify the terms and conditions of the documénatlating to the Equity Units
except any amendment to the Equity Units' purcleaséracts to provide for the voluntary settlementtie Borrower of the purchase contri
via cash, stock or a combination thereof or angodmendment, supplement or modification that tsmaterially adverse to the interests of
the Lenders.

7.14. Financial Covenants.

(a) As calculated at the end of each fiscal quartéine Borrower (but computed with respect to EBANfor the four fiscal quarters ending on
the last day of such fiscal quarter), the Borrosleall not permit the ratio of Consolidated TotahBed Debt to EBITDA of the Companies to
exceed 4.00 to 1.0.

(b) As calculated at the end of each fiscal quartéhe Borrower (but computed for the four fisgakrters ending on the last day of such
fiscal quarter), the Borrower shall not permit tago of EBITDA of the Companies to the sum ofd@nsolidated interest expense of the
Companies (less any non-cash amounts attributaldebrtization of financing costs paid in a pregigeriod) and (ii) dividends declared or
paid by any Company (other than to another Companyls preferred capital stock (but if such divide are declared and paid during such
four-quarter period, the amount shall not be cadibéce) to be less than 1.50 to 1.0.

For purposes of this Section 7.14(b), EBITDA arneiiest expense of any Subsidiary which is subgeahy Subsidiary Encumbrance, shal
reduced to the extent such Subsidiary is restriotethe Subsidiary Encumbrance. As used in thigi®@e@.14(b), "Subsidiary Encumbrance"
shall mean, so long as a default has occurredsaoainitinuing under the agreement creating suchmeli@nce or restriction, any encumbra
or restriction on the ability of any Subsidiary(ippay dividends or make any other distributionsits capital stock or any other interest or
participation in its profits owned by the Borrowmrany Subsidiary of the Borrower, or pay any Dalsed to the Borrower or a Subsidiary of
the Borrower, (ii) make loans or advances to, angtiens in favor of, the Borrower or any of therBwer's Subsidiaries or (jii) transfer any
of its properties or assets to the Borrower, exé@psuch encumbrances or restrictions (A) existinghe date of this Agreement, (B) arising
in connection with loans made to any Company byRbeal Electrification Administration, the Ruralilittes Service, the Rural Telephone
Bank, or similar lenders such as the Rural TelepHeinance Cooperative, or (C) now existing or hiéeearising under or by reason of either
(x) applicable Law or (y) this Agreement and thieestLoan Papers.

(c) If at any time after the date of this Agreemitrgt Borrower enters into any financing arrangemstit a third party which requires the
Borrower or the Companies as a whole to maintapeified minimum net worth, then such minimumwetth requirement or covenant
shall be incorporated herein by reference and rnaguat of this Agreement for all purposes as ofdée such financing arrangement is

entered into by the Borrowe



Further, for purposes of this Section 7.14 Constéid Total Funded Debt shall include any CompaByaranty of Funded Debt of any
Person other than another Company or the Borroenjsloyee Stock Ownership Plan. For the first fguarters following any Acquisition,
calculations under this Section 7.14 shall be ntada pro forma basis as if the properties acquirednnection with such Acquisition were
properties of the Companies during the period tfutation.

SECTION 8

DEFAULT

The term "Event of Default" means the occurrenak@mtinuance of any one or more of the followingrgs (including the passage of time,
if any, specified therefor) (provided that, if asiych event occurs and the Lenders or Majority Les)des required by the provisions of Sec
11.14, subsequently agree in writing that they nilt exercise any remedies hereunder as a resu#idh the occurrence and continuance of
such event shall no longer be deemed an Event fafulldereunder insofar as the state of facts givise to such event is concerned):

8.1. Payment of Obligation.

The failure or refusal of the Borrower to pay amytfn of the Obligation, as the same become dwedordance with the terms of the Loan
Papers and, in the case of an interest paymerit,failare or refusal continues for a period of SsBiess Days (no grace period being given
for failure or refusal to make a principal paymehtptwithstanding the foregoing, the Borrower'duia to pay, if caused solely by a wire
transfer malfunction or similar problem outside Barower's control, shall not be deemed an Evéitefault so long as such failure to pa
promptly corrected.

8.2. Covenants.

(a) The failure or refusal of the Borrower (andajifplicable, any other Company) to punctually araperly perform, observe, and comply
with any covenant, agreement, or condition containeSection 6.3(e)(iii) or Section 7.

(b) The failure or refusal of the Borrower (andaffplicable, any other Company) to punctually araperly perform, observe, and comply
with any covenant, agreement, or condition conthineany of the Loan Papers to which such Comparyparty, other than covenants to pay
the Obligation and the covenants listed in claa3e(eceding, and such failure or refusal contirffae40 days after notice from the
Administrative Agent to the Borrower.

8.3. Debtor Relief.

The Companies shall not be Solvent, or any Comfianfails to pay its Debts generally as they becdo (b) voluntarily seeks, consents
or acquiesces in the benefit of any Debtor Relafv|or (c) becomes a party to or is made the stibfeany proceeding provided for by any
Debtor Relief Law, other than as a creditor orrkat, that could suspend or otherwise adversegctffie Rights of the Agents or the
Lenders granted in the Loan Papers (unless, ievbhat such proceeding is involuntary, the petitiwtituting same is dismissed within 60
days after its filing).

8.4. Attachment.

The failure of any Company to have discharged wig0 days after commencement any attachment, seafi@s, or similar proceeding
which, individually or together with all such othgroceedings then pending, affects assets of soalip@ny having a value (individually or
collectively) of 1 percent of Consolidated Net Woor more.

8.5. Payment of Judgments.

Any Company fails to pay any judgments or orderdtie payment of money in excess of 1 percent ofsGlidated Net Worth (individually

or collectively) rendered against it or any ofétsets and either (a) any enforcement proceediadishsve been commenced by any creditor
upon any such judgment or order or (b) a stay fdreement of any such judgment or order, by reagqending appeal or otherwise, shall
not be in effect prior to the time its assets mayawfully sold to satisfy such judgment.

8.6. Default Under Other Agreements.

A default exists under any Material Agreement taoktany Company is a party, the effect of whickoigsause, or which permits the holder
thereof (or a trustee or representative of suctdmlto cause, unpaid consideration of at leasbP@onsolidated Net Worth (individually or
in the aggregate) to become due prior to the statgdrity or prior to the regularly scheduled daiépayment.

8.7. Misrepresentation.

The Administrative Agent or any Lender discovemt tiiny statement, representation, or warrantyar.thtan Papers, any Financial Statement
of the Borrower, or any writing ever delivered e tAdministrative Agent or any Lender pursuanti toan Papers is false, misleading



erroneous when made, deemed made or delivered/imaterial respect.
8.8. Change in Control.
A Change of Control shall occur. For the purposthief Section, a "Change of Control" shall be degtoehave occurred if:

(a) a third person, including a "group” as defime&ection 13(d)(3) of the Securities Exchange #&ct934, as amended (the "Exchange
Act"), but excluding any employee benefit plan tans of the Borrower and its Subsidiaries and #sffils, becomes the beneficial owner,
directly or indirectly, of thirty percent (30%) orore of the combined voting power of the Borrowetsstanding voting securities ordinarily
having the right to vote for the election of dil@st of the Borrower; or

(b) the individuals who, as of September 30, 20@4stituted the Board of Directors of the Borrowte("Board" generally and as of
September 30, 2004 the "Incumbent Board") ceasarfpreason to constitute at least two-thirds (8f3he Board, or in the case of a merger
or consolidation of the Borrower, do not constitatecease to constitute at least two-thirds (2f3he board of directors of the surviving
company (or in a case where the surviving corpona controlled, directly or indirectly, by anotherporation or entity do not constitute or
cease to constitute at least two-thirds (2/3) eflibard of such controlling corporation or do naénor cease to have at least two-thirds (2/3)
voting seats on any body comparable to a boardreétdrs of such controlling entity or, if therene body comparable to a board of direct
at least two-thirds (2/3) voting control of suchntrolling entity), provided that any person becognindirector (or, in the case of a --------
controlling non-corporate entity, obtaining a pimsitcomparable to a director or obtaining a voiimgrest in such entity) subsequent to
September 30, 2004, whose election, or nominatioelection, was approved by a vote of the personsprising at least two-thirds (2/3) of
the Incumbent Board (other than an election or maton of an individual whose initial assumptionodfice is in connection with an actual
threatened election contest, as such terms areingade 14a-11 of Regulation 14A promulgated urttierExchange Act) shall be, for
purposes of this Agreement, considered as thoug gerson were a member of the Incumbent Board.

8.9. ERISA.

Any one of the following shall have occurred: (aydReportable Event" as such term is defined ingZRunder any Plan, (b) the
appointment by an appropriate Tribunal of a truste@dminister any Plan, (c) the termination of &gn within the meaning of Title IV of
ERISA, or (d) any material accumulated funding cieficy within the meaning of ERISA exists under &gn, and any of (a), (b), (c) or (d)
results in a Material Adverse Effect.

8.10. Validity and Enforceability of Loan Papers.

Any Loan Paper shall, at any time after its exesutind delivery and for any reason, cease to bdliforce and effect in any material respect
or be declared to be null and void or the validityenforceability thereof be contested by any Camgpzarty thereto or any Company shall
deny that it has any liability or obligations un@ety Loan Paper to which it is a party.

SECTION 9

RIGHTS AND REMEDIES

9.1. Remedies Upon Event of Default.

(a) Should an Event of Default occur and be cotmigiunder
Section 8.3, the commitment of the Lenders to madans shall automatically terminate and the entimeaid balance of the Obligation shall
automatically become due and payable without atigraof any kind whatsoever.

(b) Should any other Event of Default occur anddetinuing, subject to any agreement among the &exydhe Administrative Agent may
(and shall upon the request of the Majority Lenfjeasits (or the Majority Lenders') election, doyaone or more of the following: (i) If the
maturity of the Obligation has not already beerebmmated under Section 9.1(a), declare the entipaid balance of the Obligation (including
all amounts of L/C Obligations, whether or not Hemeficiaries of the then outstanding Letters afdirshall have presented the documents
required thereunder), or any part thereof, immetlialue and payable, whereupon it shall be dugpageble (and notice of such declaration
shall promptly be given thereafter by the Admiratitre Agent to the Borrower); (ii) terminate comménts to make Loans hereunder; (iii)
reduce any claim to judgment; (iv) exercise (o} each Lender to exercise) the Rights of offsbinker's Lien against the interest of the
Borrower in and to every account and other propeftyie Borrower which are in the possession of lagryder to the extent of the full amot
of the Obligation; and (v) exercise any and allkotiegal or equitable Rights afforded by the Loapd?s, the Laws of the State of New York
or any other jurisdiction as the Administrative Agshall deem appropriate, or otherwise, includimg, not limited to, the Right to bring suit
or other proceedings before any Tribunal eitheisfoecific performance of any covenant or conditiontained in any of the Loan Papers ¢
aid of the exercise of any Right granted to thedsgs in any of the Loan Papers. With respect thettiers of Credit with respect to which
presentment for honor shall not have occurredetithe of an acceleration pursuant to this pardgréiqe Borrower shall at such time deposit
in a cash collateral account opened by the Admatise Agent an amount equal to the aggregate wheinawn and unexpired amount of such
Letters of Credit. Amounts held in such cash cetiataccount shall be applied by the Administrathggent to the payment of drafts drawn
under such Letters of Credit, and the unused pottiereof after all such Letters of Credit shalidaxpired or been fully drawn upon, if any,
shall be applied to repay other obligations ofBleerower hereunder. After all such Letters of Cratiiall have expired or been fully dra'



upon, all Reimbursement Obligations shall have tzagisfied and all other obligations of the Borrowereunder shall have been paid in full,
the balance, if any, in such cash collateral actshall be returned to the Borrower (or such ofPerson as may be lawfully entitled thereto).

9.2. Waivers.

The Borrower hereby waives presentment and dentmrmubfyment, protest, notice of intention to ace@ksrnotice of acceleration, and notice
of protest and nonpayment, and agrees that itdifyalith respect to the Obligation, or any pareteof, shall not be affected by any renewal
or extension in the time of payment of the Obligatiby any indulgence, or by any release or chamgey security for the payment of the
Obligation.

9.3. Performance by Administrative Agent.

If any covenant, duty, or agreement of any Compampt performed in accordance with the terms efltban Papers, the Administrative
Agent may, at its option (but subject to the appt@f the Majority Lenders), perform or attempiperform such covenant, duty, or agreen
on behalf of such Company. In such event, any atexjpended by the Administrative Agent in such pemiance or attempted performance
shall be reasonable, payable by the Borrower td\thrainistrative Agent on demand, shall become phthe Obligation, and shall bear
interest at the Default Rate from the date of siqbenditure by the Administrative Agent until paikbtwithstanding the foregoing, it is
expressly understood that the Administrative Agiogs not assume and shall never have, except byptess written consent, any liability
responsibility for the performance of any covendnty, or agreement of any Company.

9.4. Delegation of Duties and Rights.

The Administrative Agent and the Lenders may penfany of their duties or exercise any of their Régimder the Loan Papers by or through
the Administrative Agent and their and the Admirdtive Agent's officers, directors, employees, rays, agents, or other representatives.

9.5. Lenders Not in Control.

None of the covenants or other provisions containgtis Agreement or in any other Loan Paper sloalthall be deemed to, give the Age
or the Lenders the Right to exercise control okierassets (including, without limitation, real peay), affairs, or management of any
Company, the power of the Agents and the Lendaérgjbienited to the Right to exercise the remediesvjged in this Section 9.

9.6. Waivers by Lenders.

The acceptance by the Agents or the Lenders atimeyand from time to time of partial payment oa fbligation shall not be deemed to be
a waiver of any Event of Default then existing. Waiver by the Agents, the Majority Lenders, oradlthe Lenders of any Event of Default
shall be deemed to be a waiver of any other théstieg or subsequent Event of Default. No delagmiission by the Agents, the Majority
Lenders, or all of the Lenders in exercising angtRunder the Loan Papers shall impair such Righeaconstrued as a waiver thereof or any
acquiescence therein, nor shall any single orglagkiercise of any such Right preclude other ahfirrexercise thereof, or the exercise of any
other Right under the Loan Papers or otherwise.

9.7. Cumulative Rights.

All Rights available to the Agents and the Lenderder the Loan Papers are cumulative of and intiaddio all other Rights granted to the
Agents and the Lenders at law or in equity, whethtetot the Obligation is due and payable and wdretih not the Agents or the Lenders h
instituted any suit for collection, foreclosure,ather action in connection with the Loan Papers.

9.8. Application of Proceeds.

Any and all proceeds ever received by the Agenth@t_enders from the exercise of any Rights peirigito the Obligation shall be applied
to the Obligations in the order and manner sehforiSection 2.15.

9.9. Certain Proceedings.

The Borrower will promptly execute and deliver ause the execution and delivery of, all applicatjaertificates, instruments, registration
statements, and all other documents and pape/sgets or the Lenders may reasonably request inexdion with the obtaining of any
consent, approval, registration, qualification,rmpir license, or authorization of any other TribLoraother Person necessary or appropriat
the effective exercise of any Rights under the LBapers. Because the Borrower agrees that the #geamt the Lenders' remedies at Law for
failure of the Borrower to comply with the provis®of this paragraph would be inadequate and tiedt filure would not be adequately
compensable in damages, the Borrower agrees #habilenants of this paragraph may be specificallgreed.

9.10. Setoff.

If an Event of Default shall have occurred andastiuing, each Lender is hereby authorized attang and from time to time, without pri



notice to the Borrower (any such notice being heestpressly waived by the Borrower), to set off apgly any and all deposits (general or
special, time or demand, provisional or final) my #ime held and any other indebtedness at any ¢iwvieg by such Lender to or for the credit
or the account of the Borrower against any portibthe Obligation owing to such Lender, irrespeetdf whether or not all of the Obligation,
or any part thereof, shall be then due. Each Leaderes promptly to notify the Borrower (with a gdp the Administrative Agent) after any
such setoff and application, provided that thaeufailto give such notice shall not affect the vafidf such setoff and application. The rights
and remedies of each Lender hereunder are in adddiother rights and remedies (including, withiguttation, other rights of setoff) which
such Lender may have.

SECTION 10

THE AGENTS.
10.1. Appointment.

Each Lender hereby irrevocably designates and afgpthie Administrative Agent as the agent of suehder under this Agreement and the
other Loan Papers, and each such Lender irrevoeaithorizes the Administrative Agent, in such céiyato take such action on its behalf
under the provisions of this Agreement and therdtlean Papers and to exercise such powers andrpesiach duties as are expressly
delegated to the Administrative Agent by the teofithis Agreement and the other Loan Papers, tegetith such other powers as are
reasonably incidental thereto. Notwithstanding provision to the contrary elsewhere in this Agreetnthe Administrative Agent shall not
have any duties or responsibilities, except thogeessly set forth herein, or any fiduciary relaship with any Lender, and no implied
covenants, functions, responsibilities, dutiesigattions or liabilities shall be read into this A&gment or any other Loan Paper or otherwise
exist against the Administrative Agent.

10.2. Delegation of Duties.

The Administrative Agent may execute any of itselkiunder this Agreement and the other Loan Pdpeos through agents or attorneys-in-
fact and shall be entitled to advice of counsekeoning all matters pertaining to such duties. Aeinistrative Agent shall not be
responsible for the negligence or misconduct of aggnts or attorneys in-fact selected by it wittsmnable care.

10.3. Exculpatory Provisions.

Neither any Agent nor any of their respective @f&; directors, employees, agents, attor-in-fact or affiliates shall be (i) liable for any
action lawfully taken or omitted to be taken bpiitsuch Person under or in connection with thiseggnent or any other Loan Paper (exce
the extent that any of the foregoing are found fipa and nonappealable decision of a court of petant jurisdiction to have resulted from
its or such Person's own gross negligence or williisconduct) or (ii) responsible in any manneaiy of the Lenders for any recitals,
statements, representations or warranties madeypo€ampany or any officer thereof contained in thigeement or any other Loan Paper or
in any certificate, report, statement or other doent referred to or provided for in, or receivedthiy Agents under or in connection with, this
Agreement or any other Loan Paper or for the valakglity, effectiveness, genuineness, enforceghili sufficiency of this Agreement or a
other Loan Paper or for any failure of any Comparparty thereto to perform its obligations hereurtdehereunder. The Agents shall not be
under any obligation to any Lender to ascertaitoanquire as to the observance or performancepfod the agreements contained in, or
conditions of, this Agreement or any other Loané®apr to inspect the properties, books or recofagsmy Company.

10.4. Reliance of Administrative Agent.

The Administrative Agent shall be entitled to redyd shall be fully protected in relying, upon amstrument, writing, resolution, notice,
consent, certificate, affidavit, letter, telecogslex or teletype message, statement, order or db@ument or conversation believed by it to be
genuine and correct and to have been signed, semade by the proper Person or Persons and upacesaivd statements of legal counsel
(including counsel to the Borrower), independemantants and other experts selected by the Adiratiiee Agent. The Administrative
Agent may deem and treat the payee of any Noteeaswner thereof for all purposes unless a writigtice of assignment, negotiation or
transfer thereof shall have been filed with the Aastrative Agent. The Administrative Agent shal fully justified in failing or refusing to
take any action under this Agreement or any otlo@mnlLPaper unless it shall first receive such adwiamncurrence of the Majority Lenders
(or, if so specified by this Agreement, all Lendeas it deems appropriate or it shall first be mddied to its satisfaction by the Lenders
against any and all liability and expense that tm@yncurred by it by reason of taking or continuingake any such action. The
Administrative Agent shall in all cases be fullypp@cted in acting, or in refraining from acting den this Agreement and the other Loan
Papers in accordance with a request of the Majbstyders (or, if so specified by this AgreemernitLahders), and such request and any
action taken or failure to act pursuant theretdl &gieabinding upon all the Lenders and all futucdders of the Loans.

10.5. Notice of Default.

The Administrative Agent shall not be deemed toehlavowledge or notice of the occurrence of any Diefar Event of Default unless the
Administrative Agent has received notice from ad&mnor the Borrower referring to this Agreemensatiing such Default or Event of
Default and stating that such notice is a "notitdedault”. In the event that the Administrative &g receives such a notice, the
Administrative Agent shall promptly give notice thef to the Lenders. The Administrative Agent shelle such action with respect to such
Default or Event of Default as shall be reasonalilgcted by the Majority Lenders (or, if so speaifiby this Agreement, all Lenders);
provided that unless and until the AdministrativgeAt shall have received such directions, the Aditiative Agent may (but shall not



obligated to) take such action, or refrain fromingksuch action, with respect to such Default oerifvof Default as it shall deem advisable in
the best interests of the Lenders.

10.6. Non-Reliance on Agents and Other Lenders.

Each Lender expressly acknowledges that neitheAgieats nor any of their respective officers, diogs, employees, agents, attorneys-in-fact
or affiliates have made any representations oraméigs to it and that no act by any Agent hereadtleen, including any review of the affairs
of a Company or any affiliate of a Company, shaldeemed to constitute any representation or wigrtgnany Agent to any Lender. Each
Lender represents to the Agents that it has, inu#grgly and without reliance upon any Agent or ather Lender, and based on such
documents and information as it has deemed apjpteprnade its own appraisal of and investigatiom the business, operations, property,
financial and other condition and creditworthineéthe Companies and their affiliates and madevts decision to make its Loans hereunder
and enter into this Agreement. Each Lender alscesgmts that it will, independently and withoutaete upon any Agent or any other
Lender, and based on such documents and informasidérshall deem appropriate at the time, conttoueake its own credit analysis,
appraisals and decisions in taking or not takintgpaainder this Agreement and the other Loan Pajp@ito make such investigation as it
deems necessary to inform itself as to the busigssations, property, financial and other coonditand creditworthiness of the Companies
and their affiliates. Except for notices, repomsl ather documents expressly required to be fuecigh the Lenders by the Administrative
Agent hereunder, the Administrative Agent shall ma¢e any duty or responsibility to provide any denwith any credit or other informati
concerning the business, operations, property,itondfinancial or otherwise), prospects or creditthiness of any Company or any affiliate
of a Company that may come into the possessiomeosAtiministrative Agent or any of its officers, eitors, employees, agents, attorneys-in-
fact or affiliates.

10.7. Indemnification.

The Lenders agree to indemnify each Agent in ifmciy as such (to the extent not reimbursed byBthreower and without limiting the
obligation of the Borrower to do so), ratably acting to their respective Revolving Percentagedfeceon the date on which indemnificati

is sought under this

Section (or, if indemnification is sought after diete upon which the Commitments shall have tertathand the Loans shall have been paid
in full, ratably in accordance with such Revolviagrcentages immediately prior to such date), frothagainst any and all liabilities,
obligations, losses, damages, penalties, actiodgnjents, suits, costs, expenses or disbursemieaty &ind whatsoever that may at any ti
(whether before or after the payment of the Lodesimposed on, incurred by or asserted againstAgeht in any way relating to or arising
out of, the Commitments, this Agreement, any ofdtier Loan Papers or any documents contemplated taferred to herein or therein or
the transactions contemplated hereby or therelaypaction taken or omitted by such Agent undenaonnection with any of the foregoir
provided that no Lender shall be liable for thermant of any portion of such liabilities, obligatmriosses, damages, penalties, actions,
judgments, suits, costs, expenses or disbursertiexitare found by a final and nonappealable detisia court of competent jurisdiction
have resulted from such Agent's fraud, gross negtig or willful misconduct. The agreements in 8éstion shall survive the payment of the
Loans and all other amounts payable hereunder.

10.8. Agent in its Individual Capacity.

Each Agent and its affiliates may make loans toeptdeposits from and generally engage in any &frizlisiness with any Company as
though such Agent were not an Agent. With respedstLoans made or renewed by it, each Agent $taalé the same rights and powers
under this Agreement and the other Loan Paperayakender and may exercise the same as thoughé mat an Agent, and the terms
"Lender" and "Lenders" shall include each Agentsrindividual capacity.

10.9. Successor Administrative Agent.

The Administrative Agent may resign as AdministratAgent upon 10 days' notice to the Lenders aeadthrrower. If the Administrative
Agent shall resign as Administrative Agent undés thgreement and the other Loan Papers, then therMalLenders shall appoint from
among the Lenders a successor agent for the Lendeich successor agent shall (unless an Evenefdu under

Section 8.1 or Section 8.3 with respect to the @wer shall have occurred and be continuing) beestithhp approval by the Borrower (which
approval shall not be unreasonably withheld oryksd, whereupon such successor agent shall sutedlee rights, powers and duties of the
Administrative Agent, and the term "Administratigent" shall mean such successor agent effectiva spch appointment and approval,
and the former Administrative Agent's rights, posvand duties as Administrative Agent shall be taat@d, without any other or further act
or deed on the part of such former AdministrativgeAt or any of the parties to this Agreement orlawiders of the Loans. If no successor
agent has accepted appointment as Administrativengy the date that is 10 days following a regiridministrative Agent's notice of
resignation, the retiring Administrative Agent'signation shall nevertheless thereupon becometefeand the Lenders shall assume and
perform all of the duties of the Administrative Agénereunder until such time, if any, as the M#yoenders appoint a successor agent as
provided for above. After any retiring Administrai Agent's resignation as Administrative Agent, phevisions of this Section 10 shall inure
to its benefit as to any actions taken or omittetld taken by it while it was Administrative Agemtder this Agreement and the other Loan
Papers.

10.10. Co-Documentation Agents and Syndication Agen

Neither the C-Documentation Agents nor the Syndication Agentldtele any duties or responsibilities hereundétsigapacity as suc!



SECTION 11

MISCELLANEQUS.

11.1. Changes in GAAP.

All accounting and financial terms used in anyha Loan Papers and the compliance with each covepatained in the Loan Papers which
relates to financial matters shall be determinealcicordance with GAAP, except to the extent thd\dation therefrom is expressly stated in
such Loan Papers. Should a change in GAAP requileage in any method of accounting or should aiyntary change in the accounting
methods be permitted pursuant to Section 7.11,4beh change shall not result in an Event of Deéi§uat the time of such change, such
Event of Default had not occurred and was not ttwrtinuing, based upon the former methods of adimgiused by or on behalf of the
Borrower; provided that, after any such changectoanting methods, the Financial Statements reduarde delivered shall either be (a)
supplemented with financial information prepared¢@mparative form, in compliance with the formerthuoels of accounting used prior to
such change, as well as with the new method oradstbf accounting and, for the purpose of detemginvhether an Event of Default has
occurred, Lenders shall look solely to that portdisuch supplemental information that complieswtiite former methods of accounting, or
(b) supplemented with financial information premhie compliance with such new method or methodscabunting but accompanied by s
information, in form and detail satisfactory to lems, that will allow Lenders to readily determthe effect of such changes in accounting
methods on such Financial Statements, and, fopuhgose of determining whether an Event of Defaa# occurred, Lenders shall look so
to such supplemental information as adjusted teece€ompliance with such former method or methofdsccounting.

11.2. Money and Interest.

Unless stipulated otherwise (a) all referenceqina the Loan Papers to "dollars,” "money," "paytse" or other similar financial or
monetary terms are references to currency of thtetdiStates of America and (b) all references terast are to simple and not compound
interest.

11.3. Number and Gender of Words.

Whenever in any Loan Paper the singular numbesasl tthe same shall include the plural where apiatep and vice versa; and words of .
gender in any Loan Paper shall include each otbeder where appropriate. The words "herein," "Hetamd "hereunder," and other words
of similar import refer to the relevant Loan Papera whole and not to any particular part or subitin thereof.

11.4. Headings.

The headings, captions, and arrangements useq iofédhne Loan Papers are, unless specified othepios convenience only and shall not be
deemed to limit, amplify, or modify the terms o&thoan Papers, nor affect the meaning thereof.

11.5. Exhibits.

If any Exhibit, which is to be executed and deladrcontains blanks, the same shall be completedatly and in accordance with the terms
and provisions contained and as contemplated hpr&into, at the time of, or after the executiow aelivery thereof.

11.6. Notices.

All notices, requests and demands to or upon thgeaive parties hereto to be effective shall beriting (including by telecopy), and, unle
otherwise expressly provided herein, shall be deetméave been duly given or made when deliverethree Business Days after being
deposited in the mail, postage prepaid, or, inctee of telecopy notice, when received, addresséallaws in the case of the Borrower and
the Administrative Agent, and as set forth in amadstrative questionnaire delivered to the Adntisisve Agent in the case of the Lenders,
or to such other address as may be hereafterawtfy the respective parties hereto:

Borrower: CenturyTel, Inc.
100 CenturyTel Drive
Monroe, LA 71203
Attention: R. Stewart Ewi ng, Jr.
Telecopy: 318-362-1728
Telephone: 318-388-9512

CenturyTel, Inc.

100 CenturyTel Drive

Monroe, LA 71203

Attention: G. Clay Bailey and D. Greg Jones
Telecopy: 318-388-9093

Telephone: 318-388-9069

with a copy to: CenturyTel, Inc.
100 CenturyTel Drive
Monroe, LA 71203



Attention: Stacey W. Goff
Telecopy: 318-388-9488
Telephone: 318-388-9539

Administrative Agent:  JPMorgan Chase Bank, N.A.
270 Park Avenue
New York, NY 10017
Attention: David Mallett
Telecopy: 212-270-5127
Telephone: 212-270-0335

provided that any notice, request or demand tgponuhe Administrative Agent or the Lenders shatllme effective until received.

Notices and other communications to the Lendersurater may be delivered or furnished by electronimmunications pursuant

procedures approved by the Administrative Agentyjated that the foregoing shall not apply to natipeirsuant to Section 2 unless otherwise
agreed by the Administrative Agent and the applealender. The Administrative Agent or the Borroweaty, in its discretion, agree to
accept notices and other communications to it mefeuby electronic communications pursuant to pitapes approved by it; provided that
approval of such procedures may be limited to palidr notices or communications.

11.7. Exceptions to Covenants.

The Borrower shall not take any action or failakd any action which is permitted as an excepticaamiy of the covenants contained in any of
the Loan Papers if such action or omission wouddllten the breach of any other covenant containexhy of the Loan Papers.

11.8. Survival.

All covenants, agreements, undertakings, repregsensa and warranties made in any of the Loan Pafadrshall survive all closings under
Loan Papers, (b) except as otherwise indicatedl, mhigbe affected by any investigation made by pasty, and (c) unless otherwise provided
herein shall terminate upon the later of the teatiam of this Agreement and the payment in fulth&f Obligation.

11.9. Governing Law.

THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF TH PARTIES UNDER THIS AGREEMENT SHALL BE
GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCAaRANCE WITH, THE LAW OF THE STATE OF NEW YORK.

11.10. Submission to Jurisdiction; Waivers.
The Borrower hereby irrevocably and unconditionally

(a) submits for itself and its property in any lkgetion or proceeding relating to this Agreemend ¢he other Loan Papers to which itis a
party, or for recognition and enforcement of anggionent in respect thereof, to the non-exclusiveeganurisdiction of the courts of the State
of New York, the courts of the United States far Southern District of New York, and appellate ¢e@irom any thereof;

(b) consents that any such action or proceedingbedyought in such courts and waives any obje¢tiahit may now or hereafter have to
venue of any such action or proceeding in any socint or that such action or proceeding was broirghh inconvenient court and agrees not
to plead or claim the same;

(c) agrees that service of process in any sucbraoti proceeding may be effected by mailing a dbgyeof by registered or certified mail (or
any substantially similar form of mail), postagemaid, to the Borrower, as the case may be atlitgeas set forth in Section 11.6 or at such
other address of which the Administrative Agentlidhave been notified pursuant thereto;

(d) agrees that nothing herein shall affect thbtrig effect service of process in any other mapeemitted by law or shall limit the right to
sue in any other jurisdiction; and

(e) waives, to the maximum extent not prohibitedawy, any right it may have to claim or recoveaimy legal action or proceeding referrec
in this Section any special, exemplary, punitive@nsequential damages.

11.11. WAIVERS OF JURY TRIAL.

THE BORROWER, THE ADMINISTRATIVE AGENT AND THE LENERS HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVE TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDNG RELATING TO THIS AGREEMENT OR ANY OTHER LOAN
PAPER AND FOR ANY COUNTERCLAIM THEREIN.

11.12. Severability



Any provision of this Agreement that is prohibitedunenforceable in any jurisdiction shall, asuotsjurisdiction, be ineffective to the extent
of such prohibition or unenforceability without mlidating the remaining provisions hereof, and smgh prohibition or unenforceability in
any jurisdiction shall not invalidate or render nfwceable such provision in any other jurisdiction

11.13. Integration.

This Agreement and the other Loan Papers repréiserntire agreement of the Borrower, the Admiatste Agent and the Lenders with
respect to the subject matter hereof and theredfttzere are no promises, undertakings, represeméatr warranties by the Administrative
Agent or any Lender relative to the subject matereof not expressly set forth or referred to lreegiin the other Loan Papers.

11.14. Amendments, Etc.

Neither this Agreement, any other Loan Paper, ngrtarms hereof or thereof may be amended, suppitd®r modified except i
accordance with the provisions of this Section 41The Majority Lenders and the Borrower may, dthwhe written consent of the Majority
Lenders, the Administrative Agent and the Borromay, from time to time, (a) enter into written arderents, supplements or modifications
hereto and to the other Loan Papers for the purpbadding any provisions to this Agreement ordtteer Loan Papers or changing in any
manner the rights of the Lenders or of the Borrolareunder or thereunder or (b) waive, on suchgemnd conditions as the Majority
Lenders or the Administrative Agent, as the casg bea may specify in such instrument, any of truneements of this Agreement or the
other Loan Papers or any Default or Event of Defandl its consequences; provided, however, thauoh waiver and no such amendment,
supplement or modification shall (i) forgive or ue@ the principal amount or extend the final schetidate of maturity of any Loan, reduce
the stated rate of any interest, margin or fee lplaylaereunder (except (x) in connection with thévemof applicability of any post-default
increase in interest rates (which waiver shall fiecdve with the consent of the Majority Lendeesid (y) that any amendment or modifica
of defined terms used in the financial covenanthig Agreement shall not constitute a reductiothanrate of interest or fees for purposes of
this clause (i)) or extend the scheduled date pfpyment thereof, or increase the amount or extiem@xpiration date of any Lender's
Commitment, in each case without the written cohsérach Lender directly affected thereby; (iijréhate or reduce the voting rights of any
Lender under this Section 11.14 without the writtensent of such Lender; (iii) reduce any percemtgaecified in the definition of Majority
Lenders or consent to the assignment or transféndBorrower of any of its rights and obligatiamgler this Agreement and the other Loan
Papers, in each case without the written conseall benders; or (iv) amend, modify or waive angyision of Section 3 or 10 without the
written consent of the Issuing Lender or the Adstiaitive Agent, respectively. Any such waiver ang auch amendment, supplement or
modification shall apply equally to each of the ders and shall be binding upon the Borrower, thedees, the Administrative Agent and all
future holders of the Loans. In the case of anweraithe Companies, the Lenders and the Adminie&r@gent shall be restored to their
former position and rights hereunder and undeother Loan Papers, and any Default or Event of Glefeaived shall be deemed to be cured
and not continuing; but no such waiver shall extendny subsequent or other Default or Event ofalDkef or impair any right consequent
thereon.

Notwithstanding the foregoing, this Agreement mayaimended (or amended and restated) with the wdtiasent of the Majority Lendel

the Administrative Agent and the Borrower (a) tal athe or more additional credit facilities to thigreement and to permit the extensions of
credit from time to time outstanding thereunder tredaccrued interest and fees in respect thevesifdre ratably in the benefits of this
Agreement and the other Loan Papers with the agtggmincipal amount of the Loans then outstandimdjthe accrued interest and fees in
respect thereof and (b) to include appropriatetyltenders holding such credit facilities in anyedetination of the Majority Lenders.

11.15. Waivers.

No course of dealing nor any failure or delay by Administrative Agent, any Lender, or any of threispective officers, directors, employe
agents, representatives, or attorneys with regpestercising any Right of the Lenders hereundell siperate as a waiver thereof. A waiver
must be in writing and signed by the Lenders (erNajority Lenders to the extent permitted hereunttebe effective, and such waiver will
be effective only in the specific instance andtfa specific purpose for which it is given.

11.16. Governmental Regulation.

Anything contained in this Agreement to the contmamtwithstanding, the Lenders shall not be obkgdab extend credit to the Borrower in
violation of any Law.

11.17. Multiple Counterparts.

This Agreement may be executed by one or moreeopétties to this Agreement on any number of sépa@interparts, and all of said
counterparts taken together shall be deemed tdittdasone and the same instrument. Delivery ofx@cuted signature page of this
Agreement by facsimile transmission shall be effecas delivery of a manually executed counterparéeof. A set of the copies of this
Agreement signed by all the parties shall be lodgith the Borrower and the Administrative Agent.

11.18. Successors and Assigns; ParticipationsgAssents.

(a) The provisions of this Agreement shall be bigdipon and inure to the benefit of the partiegfoeand their respective successors and
assigns permitted hereby, except that (i) the Begranay not assign or otherwise transfer any afigists or obligations hereunder withc



the prior written consent of each Lender (and dtengpted assignment or transfer by the Borrowehavit such consent shall be null and
void) and (ii) no Lender may assign or otherwiseasfer its rights or obligations hereunder exceptdcordance with this Section.

(b) (i) Subject to the conditions set forth in paEph (b)

(i) below, any Lender may assign to one or mosggaees (each, an "Assignee") all or a portionofights and obligations under this
Agreement (including all or a portion of its Comménts and the Loans at the time owing to it) witd prior written consent (such consent
not to be unreasonably withheld) of:

(A) the Borrower, provided that no consent of theBwer shall be required for an assignment toradee, an affiliate of a Lender, an
Approved Fund (as defined below) or, if an EvenDefault has occurred and is continuing, any ofremson;

(B) the Administrative Agent; and
(C) the Issuing Lender.
(i) Assignments shall be subject to the followidditional conditions:

(A) except in the case of an assignment to a Leradeaffiliate of a Lender or an Approved Fund weasignment of the entire remaining
amount of the assigning Lender's Commitments, theust of the Commitments of the assigning Lendéjesit to each such assignment
(determined as of the date the Assignment and Agsamwith respect to such assignment is deliveéoettie Administrative Agent) shall not
be less than $5,000,000 unless each of the Borramgtthe Administrative Agent otherwise consentyjofed that

(1) no such consent of the Borrower shall be reglif an Event of Default has occurred and is ewiitig and

(2) such amounts shall be aggregated in respexaf Lender and its affiliates or Approved Funflany;

(B) the parties to each assignment shall execudtalativer to the Administrative Agent an Assignmand Assumption, together with a
processing and recordation fee of $3,500;

(C) the Assignee, if it shall not be a Lender, ktialiver to the Administrative Agent an adminisive questionnaire;

(D) unless otherwise agreed by the Borrower, theigkee shall either (1) be a "U.S. Person” as ddfin Section 7701(a)(30) of the Code or
(2) have delivered the documents described in @ &ti20(d) claiming complete exemption from U.Slefi@l withholding tax on all paymer
by the Borrower under this Agreement and the otloan Papers; and

(E) in the case of an assignment to a CLO (as défirelow), unless such assignment (or an assignimen€LO managed by the same
manager or an Affiliate of such manager) shall haeen approved by the Borrower (the Borrower agethat such approval, if requested,
will not be unreasonably withheld or delayed) thsigning Lender shall retain the sole right to agprany amendment, modification or
waiver of any provision of this Agreement and tltieeo Loan Papers, provided that the Assignmentfasdimption between such Lender and
such CLO may provide that such Lender will nothwitt the consent of such CLO, agree to any amenigmexdification or waiver that (1)
requires the consent of each Lender directly adfitthereby pursuant to the proviso to the secontsee of Section 11.14 and (2) directly
affects such CLO.

For the purposes of this Section 11.18, the tedypptoved Fund" and "CLO" have the following mearsing

"Approved Fund" means (a) a CLO and (b) with respeany Lender that is a fund which invests inkolrans and similar extensions of
credit, any other fund that invests in bank loam$ similar extensions of credit and is managedhleysame investment advisor as such Lendel
or by an affiliate of such investment advisor.

"CLO" means any entity (whether a corporation, panghip, trust or otherwise) that is engaged inintakpurchasing, holding or otherwise
investing in bank loans and similar extensionsreflit in the ordinary course of its business aratisinistered or managed by a Lender or an
affiliate of such Lender.

(iii) Subject to acceptance and recording therem$pant to paragraph (b)(iv) below, from and atfter effective date specified in each
Assignment and Assumption the Assignee thereurddr Ise a party hereto and, to the extent of ther@st assigned by such Assignment and
Assumption, have the rights and obligations of adex under this Agreement, and the assigning Leth@eeunder shall, to the extent of the
interest assigned by such Assignment and Assumpimreleased from its obligations under this Agreet (and, in the case of an
Assignment and Assumption covering all of the assig Lender's rights and obligations under thisefgnent, such Lender shall cease to
party hereto but shall continue to be entitlech® henefits of Sections 2.10, 2.12, 2.20 and 1141y assignment or transfer by a Lender of
rights or obligations under this Agreement thatsdeet comply with this Section 11.18 shall be &ddor purposes of this Agreement as a
sale by such Lender of a participation in suchtsgind obligations in accordance with paragraplof{this Section.

(iv) The Administrative Agent, acting for this parge as an agent of the Borrower, shall maintagmatof its offices a copy of each
Assignment and Assumption delivered to it and astegfor the recordation of the names and addseskthe Lenders, and the Commitments
of, and principal amount of the Loans owing to,leeender pursuant to the terms hereof from timgnte (the "Register"). The entries in t



Register -------- shall be conclusive, and the Barer, the Administrative Agent, the Issuing Lenderd the Lenders may treat each Person
whose name is recorded in the Register pursuahetterms hereof as a Lender hereunder for allgaap of this Agreement, notwithstanding
notice to the contrary.

(v) Upon its receipt of a duly completed Assignmand Assumption executed by an assigning Lendeaanksignee, the Assignee's
completed administrative questionnaire (unless®signee shall already be a Lender hereunderpribeessing and recordation fee referred
to in paragraph (b) of this Section and any writtensent to such assignment required by paragtapdf this Section, the Administrative
Agent shall accept such Assignment and Assumptiohracord the information contained therein inRegister. No assignment shall be
effective for purposes of this Agreement unlessi been recorded in the Register as providedsmp#ragraph.

(c) (i) Any Lender may, without the consent of B&rrower or the Administrative Agent, sell partiatppns to one or more banks or other
entities (a "Participant”) in all or a portion afch Lender's rights and obligations under this Agrent (including all or a portion of its
Commitments and the Loans owing to it); provideak {A) such Lender's obligations under this Agreenskall remain unchanged, (B) such
Lender shall remain solely responsible to the offzgties hereto for the performance of such ohbgatand

(C) the Borrower, the Administrative Agent and thiber Lenders shall continue to deal solely andatliy with such Lender in connection
with such Lender's rights and obligations undes fkgreement. Any agreement pursuant to which a &esells such a participation shall
provide that such Lender shall retain the soletriglenforce this Agreement and to approve any amemt, modification or waiver of any
provision of this Agreement; provided that sucheggnent may provide that such Lender will not, withthe consent of the Participant, agree
to any amendment, modification or waiver that @duires the consent of each Lender directly aftetiereby pursuant to the proviso to the
second sentence of Section 11.14 and (2) direffégta such Participant. Subject to paragraph

(c)(ii) of this Section, the Borrower agrees thathe Participant shall be entitled to the benefitSextions 2.10, 2.12 and 2.20 to the same
extent as if it were a Lender and had acquirenhitsest by assignment pursuant to paragraph (thi®fSection. To the extent permitted by
law, each Participant also shall be entitled toltbeefits of Section 9.10 as though it were a Lenutevided such Participant shall be subject
to Section 2.14 as though it were a Lender.

(i) A Participant shall not be entitled to recemmey greater payment under Section 2.10 or 2.20tth@applicable Lender would have been
entitled to receive with respect to the participatsold to such Participant, unless the sale opérécipation to such Participant is made with
the Borrower's prior written consent.

(d) Any Lender may at any time pledge or assigacusty interest in all or any portion of its righinder this Agreement to secure obligati
of such Lender, including any pledge or assignn@secure obligations to a Federal Reserve Bankilda Section shall not apply to any
such pledge or assignment of a security interestjigeed that no such pledge or assignment of arggdénterest shall release a Lender from
any of its obligations hereunder or substitute sungh pledgee or Assignee for such Lender as a pargto.

(e) The Borrower, upon receipt of written noticerfr the relevant Lender, agrees to issue Notesyth.@nder requiring Notes to facilitate
transactions of the type described in paragraphlgdye.

(f) Notwithstanding the foregoing, any Conduit Lendnay assign any or all of the Loans it may haweléd hereunder to its designating
Lender without the consent of the Borrower or tltirinistrative Agent and without regard to the latibns set forth in Section 11.18(b).
Each of the Borrower, each Lender and the Admiaiste Agent hereby confirms that it will not instié against a Conduit Lender or join any
other Person in instituting against a Conduit Leradgy bankruptcy, reorganization, arrangement,lvesey or liquidation proceeding under
any state bankruptcy or similar law, for one yaat ane day after the payment in full of the lataaturing commercial paper note issued by
such Conduit Lender; provided, however, that each— Lender designating any Conduit Lender hgra@rees to indemnify, save and hold
harmless each other party hereto for any loss, dastage or expense arising out of its inabilitinsiitute such a proceeding against such
Conduit Lender during such period of forbearance.

11.19. Confidentiality.

(a) No Lender will use confidential information abted from the Borrower by virtue of the transatsi@ontemplated hereby or its other
relationships with the Borrower in connection wiitle performance by such Lender of services forratbempanies that are not affiliates of
such Lender, and no Lender will furnish any sudhrimation to such other companies. The Borrowenaukedges that no Lender has any
obligation to use in connection with the transawicontemplated hereby, or to furnish to the Boemgwonfidential information obtained
from other companies.

(b) Each Lender agrees to keep confidential, andanpublish, disclose or otherwise divulge to amydand to cause their respective officers,
directors, employees, agents and representatie=etm confidential, and not to publish, disclosetherwise divulge to anyone) all
information with respect to the Companies, inclgdatl financial information and projections or ather information (the "Confidential
Information™) except that the Lenders shall be ptet to disclose Confidential Information: (i) tiee Administrative Agent, any other Len
or any affiliate thereof; (ii) to their respectiofficers, directors, employees, agents, advisdtsireeys, accountants and representatives on a
"need-to-know" basis in connection with the respectoles of the Lenders described herein, provitiadl the Lenders implement reasonable
precautions to prevent disclosure by any such paedp(iii) to the extent required by applicableséaand regulations or requested or required
in connection with any litigation or other legabpess, provided that the Lenders will use reasenefidrts to provide the Borrower with a
reasonable opportunity to challenge the discloaurkrequest confidentiality protection for any Gdential Information that is required to be
disclosed, (iv) subject to an agreement to comgtiz e provisions of this Section, to (A) actualppospective transferees or (B) any direct
or indirect counterparty to any Swap Agreementfoy professional advisor to such counterparty)tduihe extent requested by ¢



regulatory authority with jurisdiction over any Lagr, (vi) to the extent such Confidential Infornoati(A) becomes publicly available other
than as a result of a breach of this agreement krtowhe disclosing Lender, (B) becomes availablsuch Lender on a nawenfidential basi
from a source other than the Borrower or (C) waslable to such Lender on a non-confidential bpsisr to its disclosure by the Borrower,
(vii) to the National Association of Insurance Corssioners or any similar organization or any nalbynrecognized rating agency that
requires access to information about a Lenderssiteent portfolio in connection with ratings isswéth respect to such Lender, or (viii) to
the extent the Borrower shall have consented th disclosure. Notwithstanding anything to the cantrcontained above, the Lenders shall
be entitled to use the Confidential Informatioreiercising remedies under this Agreement or angrdtban Paper.

11.20. Conflicts and Ambiguities.

Any conflict or ambiguity between the terms andvismns herein and terms and provisions in anyrdtioan Paper shall be controlled by the
terms and provisions herein.

11.21. GENERAL INDEMNIFICATION.

THE BORROWER SHALL INDEMNIFY, PROTECT, AND HOLD THRGENTS AND THE LENDERS AND THEIR RESPECTIVE
PARENTS, SUBSIDIARIES, AFFILIATES, DIRECTORS, OFHERS, EMPLOYEES, REPRESENTATIVES, AGENTS, SUCCESSORS
ASSIGNS, AND ATTORNEYS (COLLECTIVELY, THE "INDEMNIFED PARTIES") HARMLESS FROM AND AGAINST ANY AND
ALL LIABILITIES, OBLIGATIONS, LOSSES, DAMAGES, PENATIES, ACTIONS, JUDGMENTS, SUITS, CLAIMS, COSTS,
EXPENSES (INCLUDING, WITHOUT LIMITATION, ATTORNEYSFEES AND LEGAL EXPENSES WHETHER OR NOT SUIT IS
BROUGHT AND SETTLEMENT COSTS), AND DISBURSEMENTS OfNY KIND OR NATURE WHATSOEVER WHICH MAY BE
IMPOSED ON, INCURRED BY, OR ASSERTED AGAINST THE INNEMNIFIED PARTIES, IN ANY WAY RELATING TO OR
ARISING OUT OF THE LOAN PAPERS OR ANY OF THE TRANSAIONS CONTEMPLATED THEREIN (COLLECTIVELY, THE
"INDEMNIFIED LIABILITIES"), TO THE EXTENT THAT ANY OF THE INDEMNIFIED LIABILITIES RESULTS, DIRECTLY OR
INDIRECTLY, FROM ANY CLAIM MADE OR ACTION, SUIT, ORPROCEEDING COMMENCED BY OR ON BEHALF OF ANY
PERSON OTHER THAN THE INDEMNIFIED PARTIES; PROVIDEMOWEVER, THAT ALTHOUGH EACH INDEMNIFIED PARTY
SHALL HAVE THE RIGHT TO BE INDEMNIFIED FROM ITS OWNORDINARY NEGLIGENCE, NO INDEMNIFIED PARTY SHALL
HAVE THE RIGHT TO BE INDEMNIFIED HEREUNDER FOR IT®WN FRAUD, GROSS NEGLIGENCE, OR WILLFUL
MISCONDUCT. THE PROVISIONS OF AND UNDERTAKINGS ANINDEMNIFICATION SET FORTH IN THIS PARAGRAPH
SHALL SURVIVE THE SATISFACTION AND PAYMENT OF THE BLIGATION AND TERMINATION OF THIS AGREEMENT FOR
THE PERIOD OF TIME SET FORTH IN ANY APPLICABLE STAJTE OF LIMITATIONS.

[Remainder of page left intentionally blank. Sigmatpages follow.]



EXECUTED as of the day and year first mentioned.

CENTURYTEL, INC.

By: /s/ R Stewart Ewi ng, Jr.

JPMORGAN CHASE BANK, N.A.
as the Administrative Agent and a Lender

By: /s/ David M Mallett

Title: Vice President

WACHOVIA BANK, N.A.,
as Syndication Agent and a Lender

By: /s/ Scott Suddreth

Title: Vice President

BANK OF AMERICA, N.A,,
as Co-Documentation Agent and as a Lender

By: /sl David A. Banmller

THE BANK OF TOKYO-MITSUBISHI, LTD.,
as Co-Documentation Agent and as a Lender

By: [/s/ Cynthia Rietscha

SUNTRUST BANK,
as Co-Documentation Agent and as a Lender

By: /s/ Kip Hurd

Name Kip Hurd
Title:  Director
COBANK, ACB,

as Co-Documentation Agent and as a Lender

By: /s/ Thomas Meyer



Title: Vi ce President

LEHMAN BROTHERS BANK

By: [/s/ Janine M Shugan

REGIONS BANK

By: [/s/ C. Ted G bson

BARCLAYS BANK PLC

By: /'s/ Nicholas A Bell

BAYERISCHE HYPO- UND VEREINSBANK, AG

By: /s/ Yoram Dankner

By: /s/ Luc Perrot

Title: Associate Director

MIZUHO CORPORATE BANK, LTD.

By: /s/ Mark G onich

UNION BANK OF CALIFORNIA

By: /'s/ Richard Vian

US BANK, NATIONAL ASSOCIATION

By: /sl Mark Weitekanp

Narre: Mark Wit ekanp



FIFTH THIRD BANK

By: /sl Christopher Morey

Narre: Chri st opher Morey

UFJ BANK LIMITED

By: /sl John T. Feeney

BANK HAPOALIM B.M.

By: /sl Janes P. Surless

Name: James P. surless
Title:  Vice President
By /sl Lenroy Hackett

Name:  Lenroy Hackett
Title:  First Vice President

HIBERNIA NATIONAL BANK

By: /sl Roger E. Johnston

Narre: Roger E. Johnston
Title Vi ce President
KBC BANK N.V.

By: /sl Eric Baskin

PROGRESSIVE BANK

By: [/s/ David M Knight

Title: Sr. Vice President






Exhibit 10.2(e)(v)

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

2002 MANAGEMENT INCENTIVE COMPENSATION PLAN
(February 17, 2005 Grants)

THIS AGREEMENT is entered into as of February 1002 by and between CenturyTel, Inc., a Louisiamaaation ("CenturyTel"), and
("Optionee'

WHEREAS, Optionee is a key employee of CenturyTelree of its subsidiaries (collectively, the "Compg and CenturyTel considers it
desirable and in its best interest that Optionegiben an incentive to advance the interests ot@gfiel by possessing an option to purchase
shares of the common stock, $1.00 par value peesbfCenturyTel (the "Common Stock") under theehded and Restated CenturyTel,
Inc. 2002 Management Incentive Compensation Plan"@®lan"), which was approved by the Board of Etwes of CenturyTel on February
26, 2002, approved by the shareholders at CentlisyZ@2 Annual Meeting of Shareholders on May@2and most recently amended and
restated by the Board of Directors of CenturyTeFebruary 25, 2004;

NOW, THEREFORE, in consideration of the premiseis agreed as follow:
1.
Grant of Option

1.01 In consideration of future services, Centuhfiegeby grants to Optionee, effective February20D5 (the "Date of Grant"), the right,
privilege and option to purchase shares aofif@on Stock (the "Option" at an exercise price &.48 per share.

1.02 The Option is a non-qualified stock option ahdll not be treated as an incentive stock optimer Section 422 of the Internal Revenue
Code of 1986, as amended (the "Code").

2.
Time of Exercise

2.01 Subject to the provisions of the Plan ancbther provisions of this Agreement, the Optionesidbe entitled to exercise the Option as
follows :

With respect to 1/3 of the shares
covered by the Option.............. beginning on t he Date of Grant

With respect to 2/3 of the shares
covered by the Option, less any
shares previously issued........... beginning Febr uary 17, 2006

With respect to all of the shares
covered by the Option, less any
shares previously issued........... beginning Febr uary 17, 2007.

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

2.02 Notwithstanding the foregoing, the Option Ehatome accelerated and immediately exercisaldidlifa) if Optionee dies while he is
employed by the Company, (b) if Optionee becomsaldéd within the meaning of Section 22(e)(3) ef @ode ("Disability") while he is
employed by the Company, (c) if Optionee retiresrfremployment with the Company on or after attajrihee age of 55 ("Retirement") or (d)
pursuant to the provisions of the Plan.

3.

Conditions for Exercise of Option

During Optionee's lifetime, the Option may be ei@d only by him or by his legal representativee Tption must be exercised while
Optionee is employed by the Company, or, to thergéxercisable at the time of termination of emplent, within 190 days of the date on
which he ceases to be an employee, except thdith@)ceases to be an employee because of RetitetherDption may be exercised witt



three years from the date on which he ceases am leenployee, (b) if an Optionee's employment isiteaited for cause, the unexercised
portion of the Option is immediately terminateddan

(c) in the event of Optionee's Disability or dedlie Option may be exercised by the Optionee dhercase of death, by his estate or by the
person to whom such right devolves from him by oeasf his death within two years after the dataisfDisability or death; provided,
however, that the Option and all option gain, d@ed in Section 4.01, shall at all times be subjedhe forfeiture provisions of Section 4
hereof; and provided further that no rights to pase Common Stock under this Option may be exertiger than ten years after the Date of
Grant.

4.

Forfeiture of Option and Option Gain

4.01 If, at any time during Optionee's employmentie Company o within 18 months after terminattbemployment, Optionee engages in
any activity in competition with any activity oféghiCompany, or inimical, contrary or harmful to thierests of the Company, including but
not limited to: (a) conduct relating to Optionesrsployment for which either criminal or civil petias against Optionee may be sought, (b)
conduct or activity that results in termination@jitionee's employment for cause, (c) violation ofrfpany policies, including, without
limitation, the Company's insider trading policydazorporate compliance program, (d) accepting eympémt with, acquiring a 5% or more
equity or participation interest in, serving asoasultant, advisor, director or agent of, directhindirectly soliciting or recruiting any
employee of the Company who was employed at ang tiating Optionee's tenure with the Company, oemtise assisting in any other
capacity or manner any company or enterprise shdiréctly or indirectly in competition with or &g against the interests of the Compan
any of its lines of business (a "competitor"), gtder (A) any isolated, sporadic accommodatiomassistance provided to a competitor, at its
request, by Optionee during Optionee's tenure thigthCompany, but only if provided in the good fatid reasonable belief that such action
would benefit the Company by promoting good businmetations with the competitor and would not héinenCompany's interests in any
substantial manner or (B) any other service oistaste that is provided at the request or withattigen permission of the Company, (e)
disclosing or misusing any confidential informatimnmaterial concerning the Company, (f) engagmgiomoting, assisting or otherwise
participating in a hostile takeover attempt of @@mpany or any other transaction or proxy contest ¢ould reasonably be expected to result
in a Change of Control (as defined in the Plan)apgroved by the Company's Board of Directors pnigking any statement or disclosing
any information to any customers, suppliers, lesdessees, licensors, licensees, regulators, gegsoor others with whom the Company
engages in business that is defamatory or derogafith respect to the business, operations, tedgyylmanagement, or other employees of
the Company, or taking any other action that coefsonably be expected to injure the Company inussness relationships with any of the
foregoing parties or result in any other detrimeattect on the Company, then (i) the Option shallomatically terminate without any
payment to Optionee effective the date on whichdDge engages in such activity, unless terminatedex by operation of another term or
condition of this Agreement or the Plan, and (iptionee shall pay in cash to the Company, withotgriest, any option gain realized by
Optionee from exercising all or a portion of thetiop during the period beginning one year prioteionination of employment (or one year
prior to the date Optionee first engages in sutiviacif no termination occurs) and ending on tfege on which the Option terminates. For
purposes hereof, "option gain” shall mean the difiee between the closing market price of the Com8tock on the date of exercise minus
the exercise price, multiplied by the number ofrehgurchased.

4.02 If Optionee owes any amount to the Companyeund

Section 4.01 above, Optionee acknowledges thattimepany may deduct such amount from any amount€dnepany owes Optionee from
time to time for any reason (including without ltation amounts owed to Optionee as salary, wag@sbursements or other compensation,
fringe benefits, retirement benefits or vacatiog)p®hether or not the Company elects to make ah set-off in whole or in part, if the
Company does not recover by means of set-off thafuount Optionee owes it, Optionee hereby agre@ay immediately the unpaid
balance to the Company.

4.03 Optionee may be released from Optionee's atidigs under Sections 4.01 and 4.02 above onheifompensation Committee (the
"Committee") determines in its sole discretion thiath action is in the best interests of the Compan

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@fCompany (the "Rights" and each a "Right") riensaitstanding pursuant to that certain
Rights Agreement dated as of August 27, 1996 betvzanturyTel and the Rights Agent named thereianasnded by Amendment No. 1 to
Rights Agreement dated May 25, 1999 and Amendmen®No Rights Agreement dated June 30, 2000, amdagy be further amended (the
"Rights Agreement"), or any successor rights agesgnthen Optionee shall receive Rights in conjancivith Optionee's receipt of shares of
Common Stock on the terms and conditions of théRiggreement.

6.

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 any updating ofyasuch document) of the shares of Common Stodalde pursuant to the exercise of an
Option is necessary on any securities exchangeaeriany federal or state securities or blue sky ta that the consent 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 restrigimmposed on such shares, such shares of Commok s$tall not be issued, in whole or in
part, unless such listing, registration, qualifica consent or approval shall have been effecteibtained free of any conditions not
acceptable to CenturyTel. CenturyTel agrees taccasamercially reasonable efforts to issue all shaféSommon Stock issuable hereunde
the terms provided herein.

7.

Attorneys' Fees and Expenses

Should any party hereto retain counsel for the psemf enforcing, or preventing the breach of, amoyision hereof, including, but not

limited to, the institution of any action or prodé®y in court to enforce any provision hereof, bjoin 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 declamatof such parties' rights or obligations hereundefor 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 Optieagy right to continue in the employment of thenpany or to interfere in any way wi
the right of the Company to terminate Optionee'plegment relationship with the Company at any time.

9.
Taxes

The Company may make such provisions as it may dggropriate for the withholding of any federahtstand local taxes that it determines
are required to be withheld on any exercise ofQpéon. In accordance with the terms of the Plapti@hee may satisfy the tax withholding
obligation by delivering currently owned share€Caimmon Stock or electing to have CenturyTel withdhfobm the shares Optionee otherw
would receive hereunder shares of Common Stockbavivalue equal to the minimum amount requirelgetavithheld (as determined under
the Plan).

10.
Binding Effect

This Agreement shall inure to the benefit of andleling upon the parties hereto and their respetteirs, executors, administrators, legal
representatives and successors. Without limitieggemnerality of the foregoing, whenever the termpti@ee" is used in any provision of this
Agreement under circumstances where the provigipnogriately applies to the heirs, executors, adstigtors or legal representatives to
whom this Option may be transferred by will or hg faws of descent and distribution, the term "@me" shall be deemed to include such
person or persons.

11.
Inconsistent Provisions

Optionee agrees that the Option granted herehybigst to the terms, conditions, restrictions atieeoprovisions of the Plan as fully as if all
such provisions were set forth in their entiretyhis Agreement. If any provision of this Agreemeanflicts with a provision of the Plan, the
Plan provision shall control. Optionee acknowledipes a copy of the Plan was distributed or madslalvie to Optionee and that Optionee
was advised to review such Plan prior to entenmg this Agreement. Optionee waives the right toralthat the provisions of the Plan are
binding upon Optionee and Optionee's heirs, exesudmministrators, legal representatives and ssocs.

12.

Adjustments to Option



The parties acknowledge that (i) appropriate adjests shall be made to the number and class oéslasfilCommon Stock subject to the
Option and to the exercise price in certain sitraidescribed in Section 4.5 of the Plan and
(i) adjustments to the rights of the Optionee nilgk made in the event of a Change of Controlefiged in Section 9.13 of the Plan.

13.
Termination of Option

The Committee, in its sole discretion, may ternerthe Option. However, no termination may adveraéfigct the rights of Optionee to the
extent that the Option is currently exercisabldélendate of such termination.

14.
Severability

If any term or provision of this Agreement, or @iqgplication thereof to any person or circumstashball at any time or to any extent be
invalid, illegal or unenforceable in any respectaiten, Optionee and CenturyTel intend for anurt@onstruing this Agreement to modify
or limit such provision so as to render it validlaanforceable to the fullest extent allowed by l&wy such provision that is not susceptible
such reformation shall be ignored so as to nota#iay other term or provision hereof, and the lieder of this Agreement, or the applicat
of such term or provision to persons or circumstarather than those as to which it is held invallielgal or unenforceable, shall not be
affected thereby and each term and provision sfAlgireement shall be valid and enforced to the$tléxtent permitted by law.

15.

Entire Agreement; Modification

The Plan and this Agreement contain the entirecagesmt between the parties with respect to the subyjatter contained herein and may not
be modified, except as provided in the Plan, asiy be amended from time to time in the mannerigealtherein, or in this Agreement, as it
may be amended from time to time by a written doeninsigned by each of the parties hereto. Anyaralritten agreements, representatit
warranties, written inducements, or other commuiooa with respect to the subject matter contaimein made prior to the execution of
Agreement shall be void and ineffective for all pases.

IN WITNESS WHEREOF the parties hereto have causisdigreement to be executed as of the day andfystabove written.

CENTURYTEL, INC.

By:

Name:

Title:



Exhibit 10.2(e)(vi)

FORM OF RESTRICTED STOCK AGREEMENT
UNDER THE

2002 MANAGEMENT INCENTIVE COMPENSATION PLAN
(February 17, 2005 Grants to Section 16 Officers)

This RESTRICTED STOCK AGREEMENT (this "Agreemenit)made as of February 17, 2005, by and betweetuGdrel, Inc.
("CenturyTel") and ("Award Recipien

WHEREAS, CenturyTel maintains the Amended and Redt2002 Management Incentive Compensation Plan'Rlan"), under which the
Compensation Committee of the Board of Director€enturyTel, acting directly or indirectly through Incentive Awards Subcommittee
(collectively, the "Committee"), may, among otheings, grant restricted shares of CenturyTel's comstock, $1.00 par value per share (the
"Common Stock"), to key employees of CenturyTek®subsidiaries (collectively, the "Company") ke Committee may determine, subject
to terms, conditions, or restrictions as it mayrdeppropriate; and

WHEREAS, pursuant to the Plan the Committee hasaauato the Award Recipient restricted shares ah@on Stock on the terms and
conditions specified below;

NOW, THEREFORE, the parties agree as follo
1.
AWARD OF SHARES

Upon the terms and conditions of the Plan andAbigement, the Committee as of the date of thissAgrent hereby awards to the Award
Recipient restricted shares of CommonkStogether with associated preference share psectights under CenturyTel's rights
agreement dated as of August 27, 1996, as amendkekfively, the "Restricted Stock™), that vestbgct to Sections 2, 3 and 4 hereof, in
installments as follows:

Scheduled Vesting Date Number of Shares of Restricted Stock

March 15, 2006
March 15, 2007
March 15, 2008
March 15, 2009
March 15, 2010
2.
AWARD RESTRICTIONS ON
RESTRICTED STOCK

2.1 In addition to the conditions and restrictipnavided in the Plan, neither the shares of Restti§tock nor the right to vote the Restricted
Stock, to receive dividends thereon or to enjoy @tfier rights or interests thereunder or hereunder be sold, assigned, donated, transfe
exchanged, pledged, hypothecated or otherwise dvenam prior to vesting. Subject to the restrictiongransfer provided in this Section 2.1,
the Award Recipient shall be entitled to all righfsa shareholder of CenturyTel with respect toRlestricted Stock, including the right to v
the shares and receive all dividends and othenitalisions declared thereon.

2.2 If the shares of Restricted Stock have noadlyesested in accordance with Section 1 abovesliaees of Restricted Stock shall vest and
all restrictions set forth in Section 2.1 shalldamn the earlier of:

(a) the date on which the employment of the AwaegiRient terminates as a result of (i) death oaldlgy, as further defined in
Section 3 below, or (ii) if permitted by the Comtaé in accordance with
Section 3 below, retirement or termination by tlerPany; or

(b) the occurrence of a Change of Control of Cefital, as described in Section 9.13 of the Plan.

3.

TERMINATION OF EMPLOYMENT



If the Award Recipient's employment terminateshesresult of death or disability within the meanafdsection 22(e)(3) of the Internal
Revenue Code, all unvested shares of Restrictazk §tanted hereunder shall immediately vest. UnlessCommittee determines otherwise
in the case of retirement of the Award Recipienteomination by the Company of the Award Recipeerthployment, termination of
employment for any other reason, except terminatjwon a Change of Control (as provided in Sectid ®f the Plan), shall automatically
result in the termination and forfeiture of all @sted Restricted Stock.

4,

FORFEITURE OF AWARD

4.1 If, at any time during the Award Recipient'spdoyment by the Company or within 18 months aféentination of employment, the Awe
Recipient engages in any activity in competitiothvény activity of the Company, or inimical, comyrar harmful to the interests of the
Company, including but not limited to: (a) condustating to the Award Recipient's employment foliaiheither criminal or civil penalties
against the Award Recipient may be sought,

(b) conduct or activity that results in terminatiofithe Award Recipient's employment for causeyiglation of the Company's policies,
including, without limitation, the Company's insideading policy and corporate compliance progréahaccepting employment with,
acquiring a 5% or more equity or participation et in, serving as a consultant, advisor, directagent of, directly or indirectly soliciting
or recruiting any employee of the Company who wagpleyed at any time during the Award Recipienttaute with the Company, or
otherwise assisting in any other capacity or maangrcompany or enterprise that is directly orrecily in competition with or acting agai
the interests of the Company or any of its linebusdiness (a "competitor"), except for (A) any é&ed, sporadic accommodation or assistance
provided to a competitor, at its request, by theafdWRecipient during the Award Recipient's tenuith the Company, but only if provided in
the good faith and reasonable belief that suclomaetiould benefit the Company by promoting good ihess relations with the competitor and
would not harm the Company's interests in any suibistt manner or (B) any other service or assigdhat is provided at the request or with
the written permission of the Company, (e) diselggir misusing any confidential information or nrateconcerning the Company, (f)
engaging in, promoting, assisting or otherwiseipi@dting in a hostile takeover attempt of the Campor any other transaction or proxy
contest that could reasonably be expected to riesalChange of Control (as defined in the Plart)approved by the CenturyTel Board of
Directors or (g) making any statement or discloging information to any customers, suppliers, lesdessees, licensors, licensees,
regulators, employees or others with whom the Cawgagages in business that is defamatory or dengaith respect to the business,
operations, technology, management, or other erapkopf the Company, or taking any other actionebatd reasonably be expected to
injure the Company in its business relationship any of the foregoing parties or result in arlyeotdetrimental effect on the Company, t
the award of Restricted Stock granted hereunddr ahi@mmatically terminate and be forfeited effgeton the date on which the Award
Recipient engages in such activity and (i) all ssaf Common Stock acquired by the Award Recigiemsuant to this Agreement (or other
securities into which such shares have been ca@tertexchanged) shall be returned to the Compagrifyrm longer held by the Award
Recipient, the Award Recipient shall pay to the @any, without interest, all cash, securities oeothssets received by the Award Recipient
upon the sale or transfer of such stock or seesgyiind (i) all unvested shares of RestrictediSsball be forfeited.

4.2 If the Award Recipient owes any amount to tleenany under Section 4.1 above, the Award Recigieknowledges that the Company
may, to the fullest extent permitted by applicdble, deduct such amount from any amounts the Cognpases the Award Recipient from
time to time for any reason (including without ltation amounts owed to the Award Recipient as galaages, reimbursements or other
compensation, fringe benefits, retirement benefitgacation pay). Whether or not the Company electaake any such set-off in whole or in
part, if the Company does not recover by meangwbf the full amount the Award Recipient owedlite Award Recipient hereby agrees to
pay immediately the unpaid balance to the Company.

4.3 The Award Recipient may be released from tharRecipient's obligations under Sections 4.14fdbove only if the Committee
determines in its sole discretion that such addn the best interests of the Company.

5.

STOCK CERTIFICATES

5.1 The stock certificates evidencing the Restli&eock shall be retained by CenturyTel until agske of restrictions under the terms hereof.
CenturyTel shall place a legend, in the form spediin the Plan, on the stock certificates restricthe transferability of the shares of
Restricted Stock.

5.2 Upon the lapse of restrictions on shares ofriRésd Stock, CenturyTel shall cause a stock feeste without a restrictive legend to be
issued with respect to the vested Restricted Stotthe name of the Award Recipient or his or hemireee within 30 days. Upon receipt of
such stock certificate, the Award Recipient is fi@bold or dispose of the shares represented dly ertificate, subject to applicable
securities laws.

6.

DIVIDENDS

Any dividends paid on shares of Restricted Stocil $fe paid to the Award Recipient curren



WITHHOLDING TAXES

At the time that all or any portion of the ResegittStock vests, the Award Recipient must deliveeéaturyTel the amount of income tax
withholding required by law. In accordance with taems of the Plan, the Award Recipient may satiséytax withholding obligation by
delivering currently owned shares of Common Stackyoelecting to have CenturyTel withhold from gteares the Award Recipient
otherwise would receive hereunder shares of Conmfatock having a value equal to the minimum amouired to be withheld (as
determined under the Plan).

8.

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 any updating afyasuch document) of the shares of Common Stociaide pursuant hereto is necessary on
any securities exchange or under any federal tr seurities or blue sky law, or that the conserpproval of any governmental regulatory
body is necessary or desirable as a conditionrafy connection with the issuance of shares of Com@&tock pursuant thereto, or the remu
of any restrictions imposed on such shares, suatrestof Common Stock shall not be issued, in wbpie part, or the restrictions thereon
removed, unless such listing, registration, quadiiion, consent or approval shall have been efflemtebtained free of any conditions not
acceptable to CenturyTel. CenturyTel agrees tacasamercially reasonable efforts to issue all shaf€sommon Stock issuable hereunde
the terms provided herein.

9.

NO CONTRACT OF EMPLOYMENT INTENDED

Nothing in this Agreement shall confer upon the AdvRecipient any right to continue in the employingithe Company, or to interfere
any way with the right of the Company to termintate Award Recipient's employment relationship wth Company at any time.

10.

BINDING EFFECT

This Agreement shall inure to the benefit of andleling upon the parties hereto and their respetteirs, executors, administrators, legal
representatives and successors. Without limitieggeénerality of the foregoing, whenever the ternvafd Recipient” is used in any provision
of this Agreement under circumstances where theigion appropriately applies to the heirs, exeatadministrators or legal representatives
to whom this award may be transferred by will orthg laws of descent and distribution, the term a&AadvRecipient” shall be deemed to
include such person or persons.

11.

INCONSISTENT PROVISIONS

The shares of Restricted Stock granted herebyulject to the terms, conditions, restrictions atiteoprovisions of the Plan as fully as if all
such provisions were set forth in their entiretyhis Agreement. If any provision of this Agreemeanflicts with a provision of the Plan, the
Plan provision shall control. The Award Recipieck@owledges that a copy of the Plan was distribotetiade available to the Award
Recipient and that the Award Recipient was advieagéview such Plan prior to entering into this égment. The Award Recipient waives
right to claim that the provisions of the Plan ao¢ binding upon the Award Recipient and the AwRatipient's heirs, executors,
administrators, legal representatives and succgssor

12.

ATTORNEYS' FEES AND EXPENSES

Should any party hereto retain counsel for the psemf enforcing, or preventing the breach of, amoyision hereof, including, but not
limited to, the institution of any action or prodé®y in court to enforce any provision hereof, bjoin a breach of any provision of tt



Agreement, to obtain specific performance of argvigion of this Agreement, to obtain monetary quldated damages for failure to perform
any provision of this Agreement, or for a declamatof such parties' rights or obligations hereundefor 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).

13.

GOVERNING LAW
This Agreement shall be governed by and constmeddordance with the laws of the State of Lougian

14.

SEVERABILITY

If any term or provision of this Agreement, or #ygplication thereof to any person or circumstasball at any time or to any extent be
invalid, illegal or unenforceable in any respectaitten, the Award Recipient and CenturyTel intdadany court construing this Agreement
to modify or limit such provision so as to renderalid and enforceable to the fullest extent akbdvby law. 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 whisthield invalid, illegal or unenforceable,
shall not be affected thereby and each term andgiom of this Agreement shall be valid and enfdrée the fullest extent permitted by law.

15.

ENTIRE AGREEMENT; MODIFICATION

The Plan and this Agreement contain the entireeaigemit between the parties with respect to the subjatter contained herein and may not
be modified, except as provided in the Plan, asiy be amended from time to time in the mannerigealtherein, or in this Agreement, as it
may be amended from time to time by a written doeninsigned by each of the parties hereto. Anyaralritten agreements, representatit
warranties, written inducements, or other commutigoa with respect to the subject matter contaimeein made prior to the execution of
Agreement shall be void and ineffective for all poses.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliveretherday and year first above
written.

CENTURYTEL, INC.

By:

Name:

Title:



EXHIBIT 21

CENTURYTEL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2004

State of
Subsidiary incorporation
Actel, LLC Delaware
Century Business Communications, 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 Web Solutions, LLC 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 hepen 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 thei®egion Statements (No. 333-91361 and No. 3338%2n Form S-3, the Registration
Statements (No. 33-46562, No. 33-60061, No. 33%#87Mo. 333-60806, No. 333-64992, No. 333-65004,383-89060, No. 333-105090,
and No. 333-109181) on Form S-8, and the Registré&tatements (No. 33-48956 and No. 333-17015)oomFS4 of CenturyTel, Inc. of ot
reports dated March 14, 2005, with respect to thesclidated balance sheets of CenturyTel, Inc.samgdidiaries as of December 31, 2004
2003, and the related consolidated statementxofie, comprehensive income, cash flows, and stéd&hs equity for each of the years in
the three-year period ended December 31, 2004redaied financial statement schedule, managenmesgéssment of the effectiveness of
internal control over financial reporting as of Batber 31, 2004 and the effectiveness of internatrobover financial reporting as of
December 31, 2004 which reports appear in the DbeeBil, 2004 annual report on Form 10-K of Centetylhc. Our report on the
consolidated financial statements refers to a chamgnethod of accounting for goodwill and othdengible assets in 2002.

/sl KPMG LLP

March 14, 2005



Exhibit 31.1

CERTIFICATIONS
I, Glen F. Post, lll, Chairman of the Board ande&fltixecutive Officer, certify that:
1. I have reviewed this annual report on Form 16fiCenturyTel, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15 (e))imtednal control over financial reporting (as defil in Exchange Act Rules 13&({f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigmting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c¢) evaluated the effectiveness of the registralitdosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportifiat occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daapf 2004) that has materially affected, or @s@nably likely to materially affect, the
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer andhlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors:

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Dat e: March 16, 2005 /sl Gen F. Post, Il
Aden F. Post, 111
Chai rman of the Board and
Chi ef Executive Oficer



Exhibit 31.2

CERTIFICATIONS
I, R. Stewart Ewing, Jr., Executive Vice Presidemd Chief Financial Officer, certify that:
1. I have reviewed this annual report on Form 16fiCenturyTel, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15 (e))imtednal control over financial reporting (as defil in Exchange Act Rules 13&({f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigmting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c¢) evaluated the effectiveness of the registralitdosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportifiat occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daapf 2004) that has materially affected, or @s@nably likely to materially affect, the
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer andhlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors:

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Dat e: March 16, 2005 /sl R Stewart Ew ng, Jr.

R Stewart Ewi ng, Jr.
Executive Vice President and

Chi ef Financial Oficer



Exhibit 32
CenturyTel, Inc.
March 16, 2005

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, 2004 pursuant to Section 9€edSarbanes-Oxley Act of 2002

Ladies and Gentlemen:

The undersigned, acting in their capacities asief Executive Officer and the Chief Financial iogf of CenturyTel, Inc. (the "Company"),
certify that the Form 10-K for the year ended DebenB1, 2004 of the Company fully complies with tequirements of Section 13(a) of the
Securities Exchange Act of 1934, and that the indion contained in the Form 10-K fairly preseisll material respects, the financial
condition and results of operations of the Compaspf the dates and for the periods covered by seprt.

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyl be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.

Very truly yours,

/sl den F. Post, Il /sl R Stewart Ew ng, Jr.
Aden F. Post, 111 R Stewart Ewi ng, Jr.
Chai rman of the Board and Executive Vice President and

Chi ef Executive O ficer Chi ef Financial Oficer



