o A
z ::# o January 22, 1999
N4 4 E Via Overnight Delivery
% A
Teemed

Ms. Blanca Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL. 32399-0870

RE: Initial Application and Tariff of CenturyTel Long Distance, Inc. for Authority
1o Provide Interexchange Telecommunications Services within the State of
Florida.

"% Dear SirYMadam:

Enclosed for filing are the original and six (6) copies of the above-referenced application
of Twister Communications Network, Inc,

Also enclosed is a Technologies Management. Inc. check in the amount of $250.00 1o
cover the filing fee.

Please acknowledge receipt of this filing by returning. filed stamped. the extra copy of
this letter in the self-addressed stamped envelope provided for that purpose. | may be
reached at (407) 740-8575 with any questions, comments or correspondence regarding
this application. Thank you for your assistance.

Sincerely,

Thomas M. Forte
Consultant to CenturyTel Long Distance, Inc.

Enclosures

TMF/sbm

( ' LRI | 3'"’-0 ﬂfﬂ
cc:  C.Hamm - CenturyTel : Faapx i?dc
file: CTLD-FL ;

TMS: FLi9900
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FLORIDA PUBLIC SERVICE COMMISSION

1VI "'OMMUNICATIONS
BUREAU OF SERVICE FVALUATION

PPLICATION FORM

for

AUTHORITY TO PROVIDE INTEREXCHANGE TELECOMMUNICATIONS
SERVICE WITHIN THE STATE OF FLORIDA

Instructions

A. This form is used for an original application for a certificate and for approval of sale.
assignment or transfer of an existing certificate. In case of a sale, assignment or
transfer, the information provided shall be for the purchaser, assignee or transferee
(See Appendix A).

B. Respond to each item requested in the application and appendices. If an item is not
applicable, please explain why.

C. Use a separate sheet for each answer which will not fit the allotted space.
D. If you have questions about completing the form, contact:

Florida Public Service Commission
Division of Communications
Bureau of Service Evaluation

2540 Shumard Oak Boulevard
Gunter Building

Tallahassee, Florida 32399-0850
(904) 413-6600

E. Once completed, submit the original and six (6) copies of this form along with a non-
refundable application fee of $250.00 to:

Florida Public Service Commission
Division of Administration

2540 Shumard Oak Blvd.

Gunter Building

Tallahassee, Florida 32399-0850
(904) 413-6251

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
1




1. Select what type of business your company will be conducting (check all that apply):

() Facilities based carrier - company owns and operates or plans to own and
operate telecommunications switches and transmission facilities in Florida.

() Operator Service Provider - company provides or plans to provide
alternative operator services for 1XCs; or toll operator services to call
aggregator locations; or clearinghouse services 1o bill such calls.

() Reseller - company has or plans to have one or more switches but primarily
leases the transmission facilities of other carriers. Bills its own customer base
for services used.

(X)  Switchless rebiller - company has no switch or transmission facilities but
may have a billing computer. Aggregates traffic to obtain bulk discounts
from underlying carrier. Rebills end users at a rate above its discount but
generally below the rate end users would pay for unaggregated traffic.

() Multi-Location Discount Aggregator - company contracts with unaffiliated
entities to obtain bulk/volume discounts under multi-location discount plans
from certain underlying carriers. Then offers the resold service by enrolling
unaffiliated customers.

(X)  Prepaid Debit Card Provider - any person or entity that purchases 800
access from an underlying carricr or unaffiliated entity for use with prepaid
debit card service and/or encodes the cards with personal identification
numbers.

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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This is an application for:

(X) Original Authority (new company)

() Approval of transfer (to another certificated company)

( ) Approval of assignment of existing certificate (to a noncertificated company)
() Approval for transfer of control (To another certificated company.)

Name of corporation, partnership, cooperative, joint venture or sole proprictorship:

CenturyTel Long Distance, Ing.

Name under which the applicant will do business (fictitious name, etc.):

Not Applicable

National address (including street name & number, post office box. city. state and zip code).

CenturyTel Long Distance, Inc.
100 Century Park Drive

nroe, l.ouisiana 71
Telephone: 18 -9
Facsimile: (318) 388-9602
Florida address (including street name & number, post office box, city. state and zip code).

See #5 Above

Structure of organization:

() Individual (X) Corporation
() Foreign Corporation () Foreign Partnership
() General Partnership () Limited Partnership

() Other, Limited-liability company

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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8. If applicant is an individual or partnership, please give name, title and address of scle
proprietor or partners.

Not applicable.

(a)  Provide proof of compliance with the foreign partnership statute (Chapter 620.169
FS), if applicable.

(b)  Indicate if the individual or any of the partners have previously been:

(1) adjudged bankrupt, mentally incompetent, or found guilty of any felony or
of any crime, or whether such actions may result from pending proceedings.

(2)  officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. 1t no
longer associated with the company, give reason why not.

9. If incorporated, please give:

(@)  Proof from the Florida Secretary of State that the applicant has authority 1o operate
in Florida.

Corporate charter number: F98000003216
(b)  Name and address of the company's Florida registered agent.
C T Corporation System
1200 South Pine Island Road
Planation, FL 33324

(¢)  Provide proof of compliance with the fictitious name statute (Chapter 865.09 I'S). if
applicable.

Fictitious name registration number: Not Applicable

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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(d)  Indicate if any of the officers, directors, or any of the ten largest stockholders have
previously been:

(1)  adjudged bankrupt, mentally incompetent, or found guilty of any felony or
of any crime, or whether such actions may result from pending proceedings.

bankrupt, mentally incompetent, or found guilty of any felony or of any

crime. No officer, director or stockholder of the Company are involved in

proceedings which may result in such action.

(2)  officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. If no
longer associated with the company. give reason why not.

No offi any
director or stockholder in any other Florida certificated telephone company.

10.  Who will serve as liaison with the Commission in regard to (please give name. title, address
and telephone number):

(a) The application:

Thomas M. Forte

Consultant to CenturyTel Long Distance, Inc.

Technologies Management, [nc.
P.O. Drawer 200

Winter Park. FL 32790-0200
Telephone:  (407) 740-8575
Facsimile: (407) 740-0613

(b)  Official Point of Contact for the ongoing operations of the company:

Mr. Charles Hamm

Manager - Tariffs & Compliance
CenturyTel Long Distance, Inc.
100 Century Park Drive
Monroe, Louisiana 71203
Telephone:  (318) 388-9000
Facsimile: (318) 388-9602

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
5



(c)

(d)

Tariff:

Thomas M. Forte

Consultant to CenturyTe! Long Distance, Inc.
Technologies Management, Inc.

P.O. Drawer 200

Winter Park, FL 32790-0200

Telephone:  (407) 740-8575

Facsimile:  (407) 740-0613

Complaints/Inquiries from customers:

Ms. Karen Yeske
‘entu ong Di e, Inc.

206 Fifth Avenue South

La Crosse, Wisconsin 54601

Toll Free: (800) 658-9028

Facsimile: (608) 796-5873

11.  List the states in which the applicant:

(a)

(b)

(c)

(d)

(e)

Has operated as an interexchange carrier.
HD!]E

Has applications pending to be certificated as an interexchange carrier.

for certification nationwide by the end of the vear.
Is certificated to operate as an interexchange carrier,

None,

Has been denied authority to operate as an interexchange carrier and the
circumstances involved.

None

Has had regulatory penalties imposed for violations of telecommunications statutes
and the circumstances involved.

Iﬁnnc

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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() Has been involved in civil court proceedings with an interexchange carrier, local
exchange carrier or other telecommunications entity, and the circumstances involved.

Iglang

12.  What services will the applicant offer to other certified telephone companies:

( ) Facilities () Operators
( ) Billing and Collection ( ) Sales

( ) Maintenance

(X) Other: None anticipated at this time

13. Do you have a marketing program?
No

14.  Will your marketing program:
(X) Pay commissions?
() Offer sales franchises?

() Offer multi-level sales incentives?
() Offer other sales incentives?

I15.  Explain any of the offers checked in question 14 (to whom, what amount, type of franchise.
etc.).

16.  Who will receive the bills for your service (check all that apply)?

(X) Residential customers (X) Business customers

() PATS providers () PATS station end-users

( ) Hotels & motels ( ) Hotel & motel guests

( ) Universities () Univ. dormitory residents

(X) Other:(specify) __ Anyone who uses the Company's service

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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17.

Please provide the following (if applicable):

(a)

(b)

Will the name of your company appear on the bill for your services. and if not. who
will the billed party contact to ask questions about the bill (provide name and phone
number) and how is this information provided?

dependin the customer type.

Please provide all available documentation demonstrating that the applicant has the
following capabilities to provide interexchange telecommunications service in Florida.

A,

Financial capability.
Regarding the showing of financial capability, the following applies:

The application should contain the applicant's financial statements for the most recent
3 years, including.

1. the balance sheet
2. income statement
3. statement of retained earnings

See Attachment 111,

Further, a written explanation. which can include supporting documentation,
regarding the following should be provided to show financial capability.

1. Please provide documentation that the applicant has sufficient financial
capability to provide the requested service in the geographic mea proposed
to be served.

2.

Please provide documentation that the applicant has sufficient financial
capability to maintain the requested service.

3. Please provide documentation that the applicant has sufficient financial
capability to meet its lease or ownership obligations.

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).




NOTE: This documentation may include, but is not limited to, financial statements.
a projected profit and loss statement, credit references, credit burcau reports, and
descriptions of business relationships with financial institutions.

If available, the financial statements should be audited financial statements.
If the applicant does not have audited financial statements, it shall be so stated. The
unaudited financial statements should then be signed by the applicant's chief
executive officer and chief financial officer. The signatures should affirm that the
financia ents are true correct.

B. Managerial capability.
See Attachment V.

c. Technical capability.

19.  Please submit the proposed tariff under which the company plans to begin operation. Use the
format required by Commission Rule 25-24.485 (example enclosed).

See Attachment 11

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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20.  The applicant will provide the following interexchange carrier services (Check all that
apply):

X MTS with distance sensitive per minute ratcs

Method of access is FGA

_ Method of access is FGB
p.4 Method of access is FGD
. Method of access is 800

. MTS with route specific rates per minute

_ Method of access is FGA
_ Method of access is FGB
__ Method of access is FGD
. Method of access is 800

P

MTS with statewide flat rates per minute (i.c.
not distance sensitive)

__ Method of access is FGA
. Method of access is FGB
_ Method of access is FGD
X Method of access is 800

—  MTS for pay telephone service providers.

_ Block of time calling plan (Reach Out Florida,
Ring America, etc.)

X 800 Service (Toll free)

—  WATS type service (Bulk or volume discount)
Method of access is via dedicated facilities

. Method of access is via switched facilities

. Privatc line services (Channel Services)
(For ex. 1.544 mbps, DS-3, etc.)

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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21.

22.

X Travel service
__ Method of access is 950
X Method of access is 800

900 service
Operator Services
Available to presubscribed customers

Available to non presubscribed customers (for
example, patrons of hotels, students in
universities, patients in hospitals.

Available to inmates

Services included are:

__ Station assistance

Person to person assistance
Directory assistance

Operator verify and interrupt

Conference calling

What does the end user dial for each of the interexchange carrier services that were checked
in services included (above).

Customer will dial 1+ lhg area code, if applicable, plus the terminating telephone number.

For travel and debit se lls: an 800 access number, plus identification number, plus the
destination telephone number.

Other:

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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** APPLI NOWLEDGMENT STATEMENT **

REGULATORY ASSESSMENT FEE: | understand that all telephone compames must
pay a regulatory assessment fee in the amount of .15 of one percent of its gross operating
revenue derived from intrastate business. Regardless of the gross operating revenue of a
company, a minimum annual assessment fee of $50 is required.

GROSS RECEIPTS TAX: [ understand that all telephone companies must pay a gross
receipts tax of two and one-half percent on all intra and interstate business.

SALES TAX: | understand that a seven percent sales tax must be paid on intra and
interstate revenues.

APPLICATION FEE: A non-refundable application fee of $250.00 must be submitted
with the application.

RECEIPT AND UNDERSTANDING OF RULES: 1 acknowledge receipt and
understanding of the Florida Public Service Commission's Rules and Orders relating to my
provision of interexchange telephone service in Florida. I also understand that it is my
responsibility to comply with all current and future Commission requirements regarding
interexchange service.

ACCURACY OF APPLICATION: By my signature below, | the undersigned owner or
officer of the named utility in the application, attest to the accuracy of the information
contained in this application and associated attachments. 1 have read the foregoing and
declare that to the best of my knowledge and belief. the information is a true and correct
statement.

Further, I am aware that pursuant to Chapter 837.06, Florida Statutes, "Whoever

knowingly makes a false statement in writing with the intent to mislead a public servant in the
performance of his official duty shall be guilty of a misdemeanor of the second degrec,

punishable as provided in s. 775.032y5. ?yr.
UTILITY OFFICIAL: ﬁ <~ oA ( s __'_':_/A i

Signal}( Date

G. Clay Bailey
Vice President (318) 388-9000

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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APPENDICES:
A - CERTIFICATE TRANSFER STATEMENT
B - CUSTOMER DEPOSITS AND ADVANCE PAYMENTS
C - INTRASTATE NETWORK
D - FLORIDA TELEPHONE EXCHANGES AND EAS ROUTES

ATTACHMENTS:
I - AUTHORITY TO OPERATE IN FLORIDA
Il - PROPOSED TARIFF
1l - FINANCIAL STATEMENTS
IV - MANAGERIAL AND TECHNICAL CAPABILITIES

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24 480(2).
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** APPENDIX A **

CERTIFICAT NSFER STATEMENT

I. (TYPE NAME)

(TITLE) , of (NAME OF COMPANY)

. and current holder of

certificate number . have reviewed this application and join in

the petitioner's request for a transfer of the above-mention certificate.

Not Applicable.
UTILITY OFFICIAL: E
Signature Date
Title Telephone

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos, 25-24.471, 25-24.473, and 25-24.480(2).
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A statement of how the Commission can be assured of the security of the customer's deposits
and advance payments may be responded to in one of the following ways (applicant please check
one):

(X)  The applicant will not collect deposits nor will it collect payments for service
more than one month in advance.

() The applicant will file with the Commission and maintain a surety bond in an
amount equal to the current balance of deposits and advance payments in excess
of one month. (Bond must accompany application.)

UTILITY OFFICIAL: ,@ cZ ﬁ / 1 7Af7

Signature Date

G. Clay Bailey /
Vice President (318) 388-9000

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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1)

** APPENDIX C **
INTRASTATE NETWORK

POP: Addresses where located, and indicate if owned or leased.

None. 2)

-

4)

SWITCHES: Address where located, by type of switch and indicate if owned or leased.

None 2)

4)

TRANSMISSION FACILITIES: POP-to-POP facilities by type of facilities (microwave,
fiber copper, satellite, etc.) and indicate if owned or leased.

POP-10-POP TYPE OWNERSHIP

None

ORIGINATING SERVICE: Please provide the list of exchanges where you are
proposing to provide originating service within thirty (30) days after the effective date
of the certificate. (Appendix D)

Statewide.

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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5. TRAFFIC RESTRICTIONS: Please explain how the applicant will comply with the
EAEA requirements contained in Commission Rule 25-24.471 (4)(a) (copy enclosed).

Not applicable.

6. CURRENT FLORIDA INTRASTATE SERVICES: Applicant has ( ) or has not (X)
previously provided intrastate telecommunications in Florida. If the answer is has,
fully describe the following:

(a) What services have been provided and when did these service begin?

Not applicab

(b) If the services are not currently offered, when were they discontinued?

Not applicable.

UTILITY OFFICIAL: 9& @é ﬁa,z 7 -::4 /V)‘_ﬁ

i 4

Signatury’ ' Date

G. Clay Bailey
Vice President (318) 388-9000

FORM PSC/CMU 31 (11/95)
Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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** APPENDIX D **

AND

ELEPHONE EXCHANGES

EAS ROUTES

Describe the service area in which you hold yourself out to provide service by telephone
company exchange. If all services listed in your tarifl are not offered at all locations, so indicate.

In an effort to assist you, attached is a list of major exchanges in Florida showing the small
exchanges with which each has extended area service (EAS).

%

LORIDA E

Extended Service

‘OR MAJOR EXCHANGES **

Area with These Exchanges

PENSACOLA:

PANAMA CITY:

TALLAHASSEE:

GAINESVILLE:

OCALA:

DAYTONA BEACH:

FORM PSC/CMU 31 (11/95)

Cantonment, Gull’ Breeze. Pace. Milton
Holley-Navarre.

Lynn Haven. Panama City Beach,
Youngstown-Fountain and Tyndall AFB.

Crawfordville. Havana, Monticello, Panacea.
Sopchoppy and St. Marks.

Alachua, Archer, Brooker, Hawthorne, High
Springs, Melrose, Micanopy, Newberry and
Waldo.

Belleview, Citra, Dunnellon, Forest Lady
Lake (B21), Mclntosh, Iklawaha, Orange
Springs, Salt Springs and Silver Springs
Shores.

New Smyma Beach.

Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).

18




TAMPA:

CLEARWATER:

ST. PETERSBURG:

LAKELAND:

ORLANDO:

WINTER PARK:

TITUSVILLE:

COCOA:

MELBOURNE:

SARASOTA:

FT. MYERS:

NAPLES:

FORM PSC/CMU 31 (11/95)

Central None

East Plant City
North Zephyrhills

South Palmetto

West Clearwater

St. Petersburg, Tampa-West and Tarpon
Springs.

Clearwater.

Bartow, Mulberry, Plant City, Polk City and
Winter Haven.

Apopka, East Orange. Lake Buena Vista,
Oviedo, Windermere, Winter Garden, Winter
Park, Montverde, Reedy Creek, and Oviedo-
Winter Springs.

Apopka, East Orange, Lake Buena Vista,
Orlando, Oviedo, Sanford, Windermere.
Winter Garden, Oviedo-Winter Springs.
Reedy Creek. Geneva and Montverde.

Cocoa and Cocoa Beach.

Cocoa Beach, Eau Gallie, Melbourne and
Titusville.

Cocoa, Cocoa Beach, Eau Gallie ana
Sebastian,

Bradenton, Myakka and Venice.
Cape Coral, Ft. Myers Beach, North Cape
Coral, North Ft. Myers, Pine Island. Lchigh

Acres and Sanibel-Captiva Islands.

Marco Island and North Naples.

Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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WEST PALM BEACH:

POMPANO BEACH:

FT. LAUDERDALE:

HOLLYWOOD:
NORTH DADE:

MIAMI:

Boynton Beach and Jupiter.

Boca Raton, Coral Springs. Deerfield Beach
and Ft. Lauderdale.

Coral Springs, Deerfield Beach, Hollywood
and Pompano Beach.

Ft. Lauderdale and North Dade.
Hollywood. Miami and Perrine.

Homestead, North Dade and Perrine.

CenturyTel Long Distance, Inc. intends to offer service throughout the State of

Florida.

FORM PSC/CMLU 31 (11/95)

Required by Commission Rule Nos. 25-24.471, 25-24.473, and 25-24.480(2).
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Appendix to Florida

Application by Fgn. Corp. for Authorization to Transact Business in Florida

Officers of
CenturyTel Long Distance, Inc.

[

ra

L
.

i

Kenneth R. Cole, President & CEO
100 Century Park Drive
Mcnroce, Louisiana 71203

R. Stewart Ewing, Jr., Sr. Vice Pres, Controller & Treasurer
100 Century Park Drive
Monrce, Louisiana 71203

Harvey Perry, Sr., Sr. Vice Pres & Asst Secretary
100 Century Park Drive
Mcnroe, Louisiana 71203

Ress Johnsen, Vice President
100 Century Park Drive
Mcnrce, Louisiana 71202

Xay Bucharz, Secretary

120 Century Park Drive
Mcnroe, Louisiana 71203

Page |



Appendix to Florida
Qualification by Fgn. Corp. for Authorization to Transact Business in Florida

Directors of
CenturyTel Long Distance, Inc.

Kenneth R. Cole
100 Century Park Drive
Monroe, LA 71203

R. Stewart Ewing, Jr.
100 Century Park Drive
Monroe, LA 71203

Graig-0-8eken- Ross Johnson
100 Century Park Drive
Monroe, LA 71203

Glen F. Post, 11l
100 Century Park Drive
Monrce, LA 71203

W. Bruce Hanks
100 Century Park Drive
Monroe, LA 71203




ATTACHMENT |
AUTHORITY TO OPERATE IN FLORIDA




FLORIDA DEPARTMENT OF STATE
Sandra B. Mortham
Secretary of State
June 8, 1998

CT CORPORATION SYSTEM
ATTN: JOEY

Qualification documents for CENTURYTEL LONG DISTANCE. INC. were filed

on June 8, 1998 and assigned document number FO8000003216. Please refer
to this number whenever corresponding with this office.

Your corporation is now qualified and authorized to transact business in Flonda
as of the file date.

A corporation annual report will be due this office between January 1 and May 1
of the year following the calendar year of the file date. A Federal Employer
Identification (FEI) number will be required before this report can be filed. If you
do not already have an FEI number, please apply NOW with the Internal
Revenue by calling 1-800-829-3676 and requesting form SS-4.

Please be aware if the corporate address changes, it is the responsibility of the
corporation to notify this office.

Should you have any questions regarding this matter, please telephone (850)
487-6091, the Foreign Qualification/Tax Lien Section.

Lee Rivers
Docurnent Specialist

Division of Corporations Letter Number: 098A00032158

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314




APPLICATION BY FOREIGN CORPORATION FOR AUTHORIZATION
TO TRANSACT BUSINESS IN FLORIDA

IN COMPLIANCE WITH SECTION 607, 1503, FLORIDA STATUTES, THE FOLLOWING IS

SUBMITTED TO REGISTER A FOREIGN CORPORA TION TO TRANSACT BUSINESS IN THE
STATE OF FLORIDA:

1. centuryTel Long Distance, Inc.
ame of corporation: m 1 . Or wo ar

abbreviations of like import in language as will clearly indicate that it is a corporation instead of a natural person
or partnership if not so contained in the name at present.)

2. Louisiana 3 72..""!'1”_}33‘
(State or country under the law of which 11 s incorporated) (FEI number, if applicable)

4. March 23, 1998

5. Perpetual
(Date of incorporation)

(Duration: Year comp. will cease to exist or “perpetual’)

E. I -
{ﬂme s lransacted business in Flonaa. (See sections 607 1501, 607 1502 angd 317 156 F Sy

7: 190 Zania -

uigi 11203

(Cumrent mailing address)

8- NN 86

8 re: ications

Te_sphone Communica
(Purpose(s) of corporation authonzed in home state or country to be camed out in the state of _
Flonda) =

et 1))

Ge:l Ik

9. Name and street address of Florida registered agent: Cr

Name: ¢ T corporation cystem

c/o C T Corporation System, 1200 South Pine
Cffice Address: » Y

Rlantation =~ . Flonda, 33324
(Zip Code)

10. Registered agent acceptance:

Having been named as registered agent and to accept service of process for the above stated corporation at the place
designated in this application. | hereby accept the appointment as registered agent and agree (o act in this capaciry.‘ 1
further agree to comply with the provisions of all statutes relative to the proper and complete perforrmance of my duties,
and | am familiar with and accept the obligation of my position as registered agent.

(o th

(Registered agent's signature) (Officer)

Lk MEver pssD V.

(FL - 2189 - 11/16/94) (Type Name and Title of Officen)




11. Attached is a certificate of existence duly authenticated, not more than 90 days prior to
delivery of this application to the Department of State, by the Secretary of State or other official
having custody of corporate records in the Junsdiction under the law of which it is incorporated.
12. Names and addresses of officers and/or directors:

A DIRECTORS

Chaiman: See aflached |igt o£ Air_-acf'or".s

Address:

Vice Chairman:
Address:

Director:
Address:

Director:

Address:

B OFFICERS

President: see arrached 1ist of officers
Address:

Vice President:

Address:

Secretary:

Address:

(FLA 2189)




Treasurer:

Address:

NOTE:. If nece:
and/or directors

ssary, you may attach an addendum to the application listing additional officers

: —or any officer Tisted i iumber T2 of e
application)

Sr
14, R._Stewart Ewing, Jr., Vice President
(Typed or printed name and capacity of person signing application)

(FLA 2189)




FLORIDA DEPARTMENT OF STATE
Sandra B. Mortham
Secretary of State
June 9, 1998

CT CORPORATION
ATTN: JOEY
TALLAHASSEE, FL

Subject: CENTURYTEL
REGISTRATION NUMBER: G98159900014

This will acknowledge the filing of the above fictitious name registration which

was registered on June 8, 1998. This registration gives no rights to ownership of
the name.

Each fictitious name registration must be renewed every five years between
July 1 and December 31 of the expiration year to maintain registration. Three
months prior to the expiration date a statement of renewal will be mailed.

IT IS THE RESPONSIBILITY OF THE BUSINESS TO NOTIEY THIS OFFICE IN
WRITING IF THEIR MAILING ADDRESS CHANGES. Whenever corresponding
please provide assigned Registration Number

Should you have any questions regarding this matter you may contact our office
at (850) 488-9000.

Tax Liens
Division of Corporations Letter No. 898A00032397

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314
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CENTURYTEL LONG DISTANCE, INC. Florida Tarift No. 1
Original Sheet |

TITLE PAGE
FLORIDA TELECOMMUNICATIONS TARIFF
OF

CENTURYTEL LONG DISTANCE, INC,

This tanfT contains the descriptions, regulations, and rates applicable o the furnishing of resold
telecommunication services provided by CenturyTel Long Distance. Ine. ("Century I'el”) with
principal offices located at 100 Century Park Drive, Monroe, Louisiana 71203, This tari(f applics
for services furnished within the State of Florida. This tariff is on file with the Florida Public
Service Commission, and copies may be inspected. during normal business hours. at the Company's
principal place of business.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC, Florida Tariff' No. |
Original Sheet 2

CHECK SHEET

This Sheets of this tariff are effective as of the date shown on the bottom of cach sheet. Original and
revised pages as named below comprise all changes from the original taritt,

Sheet Revision Sheet Revision Sheet Revision
| Original * 26 Original * 51 Original *
2 Original * 27 Original * 52 Original *
3 Original * 28 Original * 53 Original *
4 Original * 29 Original * 54 Original *
5 Original * 30 Original * 55 Original *
6 Original * 31 Original * 56 Original *
7 Original * 32 Original * 57 Original *
8 Original * 33 Original *

9  Original * 34 Original *

10 Original * 35 Original *

11 Original * 36 Original *

12 Original * 37 Original *

13 Original * 38 Original *

14 Original * 39 Original *

15 Original * 40 Original *

16 Original * 41 Onginal *

17 Original * 42 Original *

18 Original * 43 Original *

19 Original * 44 Original *

20 Original * 45 Original *

21 Original * 46 Original *

22 Original * 47 Original *

23 Original * 48 Original *

2 Original * 49 Original *

25 Original * 50 Original *

* - Indicates new or revised sheet with this filing

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance

100 Century Park Drive
Monroe, Louisiana 71203
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SYMBOLS
The following are the only symbols used for the purposes indicated below:
(D) - Delete or Discontinue
(I) - Change Resulting in an Increase to a Customer's Bill
(M) - Moved from another Tariff Location
(N)- New
(R) - Change Resulting in a Reduction to a Customer's Bill

(T) - Change in Text or Regulation but no Change in Rate or Charge.

When changes are made in any tariff sheet, a revised sheet will be issued canceling the it sheet
affected. Changes will be identified on the revised sheet(s) through the use of the above mentioned
symbols.

Issued: January 25, 1999 Effective:
Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive

Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tarift No. |

Original Sheet 6

D.

TARIFF FORMAT

Sheet Numbering - Sheet numbers appear in the upper right corner of the page. Sheets are
numbered sequentially. However, new sheets are occasionally added to the tarifl. When a
new sheet is added between sheets already in effect, a decimal is added. For example. a new
sheet added between sheets 14 and 15 would be 14.1.

Sheet Revision Numbers - Revision numbers also appear in the upper right corner of each
page. These numbers are used to determine the most current sheet version on file with the
FPSC. For example, the 4th revised Sheet 14 cancels the 3rd revised Sheet 14, Because of
various suspension periods. deferrals, etc. the FPSC follows in their tariff approval process.
the most current sheet number on file with the Commission is not always the tarifl pages in
effect. Consult the check sheet for sheet currently in effect.

Paragraph Numbering Sequence - There are nine levels of paragraph coding. Fach level
ol coding is subservient to its next higher level:

LR e B !w-.l 2 2

Check Sheets - When a tariff filing is made with the FPSC, an updated check sheet
accompanies the tariff filing. The check sheet lists the sheets contained in the tariff, with a
cross reference to the current revision number. When new pages are added, the check sheet
is changed to reflect the revision. All revisions made in a given filing are designated by an
asterisk (*). There will be no other symbols used on the check sheet if these are the only
changes made to it (i.e., the format, etc. remains the same, just revised revision levels on
some pages). The tariff user should refer to the latest check sheet to find out if a particular
sheet is the most current on file with the FPSC.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance

100 Century Park Drive
Monroe, Louisiana 71203
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SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS

1.1 Abbreviations

The following abbreviations are used herein only for the purposes indicated below:

C.0. - Central Office

IFCC - Federal Communications Commission
FPSC - Florida Public Service Commission
IXC - Interexchange Carrier

LATA - Local Access and Transport Area
LEC - Local Exchange Carrier

MTS - Message Telecommunications Service
PBX - Private Branch Exchange

Issucd: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203
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SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT'D.)

1.2 Definitions

Certain terms used generally throughout this tariff, particularly those for specialized common carrier
communication chanriels furnished by the Company over its facilities are defined below:

Access - Access 1o CenturyTel's services are provided by one or more or a combination of the
tollowing methods: presubscription in equal access areas, direct access, 800, 950 and 10XXX dialing
sequences.

Access Code - A sequence of numbers that, when dialed, connect the caller to the provider of
services associated with that sequence.

Authorization Code - A numerical code. one or more of which may be assigned to a Customer, 1o
enable the Company to identify the origin of the Service User so the Company may rate and bill the
call. All Authorization Codes shall be the sole property of the Company and no Customer shall have
any property or other right or interest in the use of any particular Authorization Code. Automatic
Numbering Identification ("ANI") may be used as or in connection with the Authorization Code,

Authorized User - A person or entity that accesses the Company's services. An Authorized User is
responsible for compliance with this taniff.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tarift' No. |
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SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT'D.)

Automatic Numbering Identification (ANI) - A type of signaling provided by a local exchange
telephone company that automatically identifies the local exchange line from which a call originates.

Billed Party - The person or entity responsible for payment of the Company's Service(s): Fora Direct
Dialed Call. the person or entity responsible for payment is the Customer responsible for payment
for local telephone service at the telephone used to originate an intrastate call. In the case of a
Traveler Card call or Phone Home Card call the person or entity responsible for payment is the
Customer of record of the Traveler Card or Phone Home Card used.

Calling Card Call - A Direct Dialed call for which charges are billed not to the originating telephone
number, but to a LEC or interexchange carrier calling card.

Central Office - A Local Exchange Carrier switching system where Local Exchange Carrier
customer station loops are terminated for purposes of interconnection to each other and to trunks.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203
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SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT'D.)

Channel - The term "Channel” denotes a path for electrical transmission between two or more points.
the path having a band width designed to carry voice grade transmission.

Common Carrier - A company or entity providing telecommunications services to the public.

Customer - The term "Customer” denotes the person, partnership, association, joint stock company,
trust, corporation, or governmental entity or any other entity that is responsible for payment of
charges and for compliance with this tariff.

Customer - Provided ilities - The term "Customer - Provided Facilities” denotes all
communications facilities provided by the Customer and/or Authorized User other than those
provided by the Company.

Debit Card - A pre-established account number (typically associated with a card), issued by the
Company and purchased by a Customer for access to the Company’s network for the purpose of
placing long distance telephone calls.

Direet Dialed Call - An intrastate telephone call that is automatically completed and billed 1o the
telephone number from which the call originated without the automatic or live assistance ol an
operator.

l:qual Access - Has the meaning given that term in Appendix B of the Modification of Final
United States v. Western Electric, Civil Action No. 82-0192

Issued: January 25, 1999 Effective:
Issued by: Mr. Charles Hamm, Manager - Tariffs & Complhance
100 Century Park Drive

Monroe, Louisiana 71203
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SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT'D.)

Personal Identification Numbers (PINS) - Code numbers used in connection with designated
telephone numbers which allow intrastate calls to be categorized for various applications.

Poini(s) of Presence - The term "Point(s) of Presence” denotes the site(s) where the Company
provides a network interface with facilities provided by Other Common Carriers. Local :xchange
Carriers or Customers for access to the Company network configuration.

Premise - The term "Premise” denotes a building or buildings on contiguous property (excen
railroad rights-of-way, etc.) not separated by a public highway.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203
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SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT'D.)

Sent Paid Coin - Sent paid coin rates apply to calls placed from pay telephone stations and paid for
by depositing coins at the pay telephone and are rated in real time. A call of this Lvpe requires
CenturyTel to communicate and collect the charges from the originating location.

Service - Intrastate telecommunications service provided to a Customer or Authorized User by the
Company.

Special Access Service - All exchange access not utilizing telephone company end office switches.
This service includes dedicated access that connects end user to end user. end user to carrier. or
carrier to carrier and may include analog or digital channels for voice. data or video iransmissions.

Subscriber - Any person, firm, partnership, corporation, governmental agency or other entity that
orders service from the Company on behalf of itself or on behalf of others. A Subscriber may. in
the ordinary course of its operations, makes telephones available to transient users of its premises
for placing of intrastate calls. The Subscriber has a pre-existing business arrangement with the
Company and may also be a Customer.

Issued: January 25. 1999 Effective:
Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive

Monroe, Louisiana 71203
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Original Sheet 14

SECTION 1.0 - TECHNICAL TERMS AND ABBREVIATIONS, (CONT'D.)

Ielecommunications - The transmission of voice communications or, subject to the transmission

capabilities of the Service, the transmission of data, facsimile. signaling, metering, or any other form
of intelligence.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203
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SECTION 2.0 - RULES AND REGULATIONS
2.1 Undertaking of the Company

Service is offered to residential and business Customers of the Company to provide direct
dialed calls originating and terminating partially or wholly within the State of Florida, using
the Company's network configuration. The Company provides switched long distance
network services for voice grade and low speed dial-up data transmission services. The
Company does not undertake to transmit messages but furnishes the use of its facilities to its
Customers for communications. All Services are provided subject to the terms and conditions
set forth in this tariff. In the event of a conflict between a contract entered into by the
Company and this tariff, the terms of this tariff shall prevail.

The Company's services are provided on a monthly basis unless otherwise provided. and are
available twenty-four (24) hours per day, seven (7) days per week.

2.2 Applicability of Tariff

This 1ariff applies to telephone calls which originate and terminate in the State of Florida.

Issued: January 25, 1999 Effective:
Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive

Monroe, Louisiana 71203
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)
2.3  Payment and Credit Regulations
2.3.1 Billing and Credit Regulations

The charges for service are due when billed and are billed and collected by the
Company or its authorized agent, or the connecting company from whose service
point the messages were sent paid or at whose service point the messages were
received collect.

2.3.2 Payment for Service

The Customer is responsible for payment of all charges for services. including
charges for service originated or charges accepted at the Customer's service point.

(A)  Charges for direct dialed calls will be included on the originating party's bill
pursuant to billing and collection agreements established by the Company or
its intermediary with the applicable telephone company.

(B)  Any applicable federal, state and local use, excise, sales or privileges taxes
or similar liabilities chargeable to or against the Company as a result of the
provision or the Company's service hereunder to the Customer shall be
charged to and payable by the Customer in addition to the rates indicated in

this tariff.
Issued: January 25, 1999 Effective:
Issued by: Mr. Charles Hamm, Manager - Tarifls & Compliance

100 Century Park Drive
Monroe, Louisiana 71203
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)
23 Payment and Credit Regulations, (Cont'd.)

2.3.2 Payment for Service, (cont'd.)

(C)  The Customer shall remit payment of all charges to any ageney authorized by
the Company to receive such payment.

(D) Ifthe bill is not paid within thirty calendar days following the mailing of the
bill, the account will be considered delinquent.

(E) A delinquent account may subject the Customer's service to temporary
disconnection. The Company is responsible for notifying the Customer at
least five calendar days before service is disconnected. The Company does
not charge a late charge for unpaid bills.

(F)  Failure to receive a bill will not exempt a Customer from prompt payment of
any sum or sums due the Company.

(G) In the event the Company must employ the services of attorneys for
collection of charges due under this tariff or any contract for special serviee .
Customer shall be liable for all costs of collection including reasonable
attorney's fees and court costs.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroc, I ouisiana 71203
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.3  Payment and Credit Regulations, (Cont'd.)

2.3.2 Payment for Service, (cont'd.)

(H)

()

CenturyTel will not bill for unanswered calls inarcas where Equal Access is
available, nor will Century Tel knowingly bill for unanswered telephone calls
where Equal Access is not available. In the event that an unanswered call is

will cancel all such charges upon request or may credit the account of the
Billed Party. Any call for which the billed duration exceeds one minute shall
be presumed to have been answered.

In the event the Customer is overbilled, an adjustment will be made 1o the
Customer's account and the Customer will be deemed to not owe overbilled
amount. Ifthe Customer is underbilled. the Customer is allowed to either pay
in lump sum or in installments.

Issued: January 25, 1999 Effective:

Issued by:

Mr. Charles Hamm, Manager - Tarifts & Compliance
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.6  Cancellation or Interruption of Services

2.6.1

2.6.2

Without incurring liability, CenturyTel may discontinue Services. effective
immediately after receipt of written notice (Notice shall be deemed received on the
fifth business day following mailing of notice.), to a Customer or to a particular
Customer location, or may withhold the provision of ordered or contracted service
under the following conditions:

(A)  Fornonpayment of any sum due Century Tel for more than thirty days after
issuance of the bill for the amount due;

(B)  For violation of any of the provisions of this tarifl:

(C)  For violation of any law, rule, regulation, or policy of any governing
authority having jurisdiction over CenturyTel's service: or

(D) By reason of any order or decision of a court having competent jurisdiction.
public service commission or federal regulatory body or other governing
authority prohibiting CenturyTel from furnishing its service.

Without incurring liability, CenturyTel may interrupt the provision of service at any
time in order to perform test(s) and inspections to assure compliance with tariff
regulations and the proper installation and operation of Subscirber/Customer and
CenturyTel's equipment and facilities and may continue such interruption until any
items of noncompliance or improper equipment operations so identificd are rectificd.

Issued: January 25, 1999 Effective:

Issued by:
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.6 Cancellation or Interruption of Services, (Cont'd.)

2.6.3  Service may be discontinued by Century Tel by blocking traftic to certain countries.
cities or NXX exchanges. or by blocking calls using certain Customer Authorization
Codes, when Century Tel deems it necessary to take action to prevent unlawful use
of its service. CenturyTel may restore service as soon as it can be provided without
undue risk.
2.6.4 The termination notice process provides adequate time intervals for the Customer to
prevent termination or disconnect.
(A)  The first notice is our "Disconnect Notice". It is sent to customers who have
a past due balance of $10.00 or more on the 10th day after bills are sent each
month,
(B)  On the 11th day after the disconnect notice is sent, accounts that still have a
past due balance are temporarily deactivated and a notice is sent to tell the
Customer what action has been taken. This notice is printed on letterhead.
(C)  Onthe 1 1th day after deactivation of the accounts, those that still have a past
due balance are sent "Final Demand Letter”. These Customers are contacted
by phone regularly and then placed with a collection agency on the 20th of
the next month.
(D)  Accounts are tracked daily for reactivation of service as balances are paid.
2.6.5 If. for any reason, Service is interrupted, the Customer will only be charged for the
service that was actually used.
Issued: January 25, 1999 Effective:
Issued by:
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.7 Denial of Access to Service by the Company

The Company expressly retains the right to deny access to service without incurring any
liability for any of the following reasons:

2.7.1

2.7.2

2.7.3

Nonpayment of any sum due for service provided hereunder, where the Customer's
charges remain unpaid more than ten (10) days following notice of nonpayment from
the Company. Notice shall be deemed to be effective upon mailing of written notice,
postage prepaid, to the Customer's last known address:

Customer's acts or omissions that constitute a violation of, or a failure to comply
with, any regulation stated in this tariff governing the furnishing of service. but
which violation or failure to comply does not constitute a material breach or does not
pose any actual threatened interference to Century Tel operations or its furnishin gof
service. The Company agrees to give Customer ten (10) days notice of such violation
or failure to comply prior to disconnection of service: or

The implementation of any order of a court of competent jurisdiction. or federal or
state regulatory authority of competent jurisdiction, prohibiting the Company from
furnishing such service; or

2.7.4  Failure to pay a previously owed bill by the same Customer at another location.
Issued: January 25, 1999 Effective:
Issued by:
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2.8

2.9

2.10

2.11

SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)
Customer's Liability in the Event of Denial of Access to Service by the Company

In the event a Customer's service is disconnected by the Company for any of the reasons
stated in Section 2.7, the Customer shall be liable for all unpaid charges due and owing 1o
the Company associated with the service.

Reinstitution of Service

The Company will reconnect service upon Customer request as soon as the reason for the
Customer’s termination is removed. If the Customer seeks reinstitution of Service following
denial of service by the Company, the Customer shall pay to the Company prior to the time
service is reinstituted (1) all accrued and unpaid charges, but there will be no charge for the
service restoration.

Interconnection with Other Common Carriers

The Company reserves the right to interconnect its services with those of any Other Common
Carrier, Local Exchange Carrier, or alternate access provider of its election. and 1o utilize
such services for the provision of services offered herein.

Use of Service

Service may be used for any lawful purpose for which it is technically suited. Customers
reselling orrebilling CenturyTel's Florida intrastate service must have a Certificate of Public
Convenience and Necessity as an interexchange carrier from the Florida Public Service
Commission.

Issued: January 25, 1999 Effective:
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.12  Liability of the Company

2.12.1

2.12.2

Except as stated in this section, the Company shall have no liability for damages of
any kind arising out of or related to events, acts, rights or privileges contemplated in
this tariff. This tarifi” does not limit the liability of the Company for willful
misconduct,

The liability of the Company, if any, for damages resulting in whole or in part from
or arising in connection with the furnishing of service under this tariff, including but
not limited to mistakes, omissions, interruptions, delays, errors, or other defects in
transmission, or failures or defects in facilities furnished by the Company in the
course of furnishing service or arising out of any failure to furnish service shall in no
event exceed an amount of money equivalent to the proportionate charge to the
Customer for the period of service during which such mistakes, omissions.
interruptions. delays or errors or defects in transmission occur and continue
However any such mistakes, omissions, interruptions, delays, errors. or defects in
transmission or service that are caused by or contributed 10 by the negligence or
willful act of Customer, or which arise from the use of Customer-Provided Facilities
or equipment shall not result in the imposition of any liability whatsoever upon the
Company.

Issued: January 25, 1999 Effective:
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.12  Liability of the Company, (Cont'd.)

2.12.3

2.12.4

Century Tel shall not be liable for any failure of performance hereunder due to causes
beyond its control, including but not limited to Acts of God. fires. flood or other
catastrophes; atmospheric conditions or other phenomena of nature, such as
radiation; any law, order, regulation, directive, action or request of the United States
Government, or any other government, including state and local governments having
jurisdiction over CenturyTel or the services provided hercunder: national
emergencies; civil disorder, insurrections, riots, wars, strikes. lockouts, work
stoppages, or other labor problems or regulations established or actions taken by any
court or government agency having jurisdiction over the Company or the acts o any
party not directly under the control of the Company.

CenturyTel is not liable for any act, omission or negligence of any Local Exchange
Carrier or other provider whose facilities are used concurrently in furnishing any
portion of the services received by Customer, or for the unavailability of or any
delays in the fumishing of any services or facilities that are provided by any 1ocal
Exchange Carrier. Should the Company employ the service of any Other Common
Carrier in furnishing the service provided to Customer. the Company's liability shall
be limited according to the provisions of 3.13.2 above.
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)
2.12  Liability of the Company, (Cont'd.)

2.12.5 CenturyTel shall be indemnified and held harmless by the Customer and Authorized
User from and against all loss, liability, damage, and expense. including reasonable
attorney's fees, due to claims for libel, slander, or infringement of copyright or
trademark in connection with any material transmitted by any person using the
Company's services and any other claim resulting from any act or omission of the
Customer or Authorized User relating to the use of the Company's facilities.

2.12.6 The Company shall not be liable for any act or omission of any other entity
furnishing to the Customer facilities or equipment used with the service furmished
hereunder; nor shall the Company be liable for any damages or losses due in whole
or in part to the failure of Customer-provided service, equipment or facilities.

2.12.7 Under no circumstances whatever shall the Company or its officers, directors, agents,
or employees be liable for indirect, incidental. special or consequential damages

2.13  Responsibilities of the Subscriber

2.13.1 The Subscriber is responsible for placing any necessary orders, for complying with
tariff regulations, and for ensuring that Authorized Users comply with tarift
regulations. The Subscriber is also responsible for the payment of charges for calls
originated at the Subscriber's premises that are not collect, third party, calling card,
or credit card calls.

2.13.2 The Subscriber is responsible for charges incurred for special construction and/or
special facilities that the Subscriber requests and which are ordered by Century Tel
on the Subscriber's behalf.

2.13.3 If required for the provision of CenturvTel's Services, the Subscriber must provide
any equipment space, supporting structure, conduit, and clectrical power without
charge to CenturyTel.
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2.13

SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

Responsibilities of the Subscriber, (Cont'd.)

2.13.4

2.13.6

2.13.8

The Subscriber is responsible for arranging ingress to its premises at imes mutually
agreeable to it and CenturyTel when required for CenturyTel personnel to install,
repair, maintain, program, inspect, or remove equipment associated with the
provision of CenturyTel's Services.

The Subscriber shall ensure that its terminal equipment and/or system is properly
interfaced with CenturyTel's facilities or services, that the signals emitted into
CenturyTel's network configuration are of the proper mode, bandwidth, power, and
signal level for the intended use of the Subscriber and in compliance with the criteria
set forth in Part 68 of the Code of Federal Regulations. and that the signals do not
damage equipment, injure personnel, or degrade service 1o other Subscribers.

If the Subscriber fails to maintain the equipment and/or the system properly, with
resulting imminent harm to CenturyTel's equipment, personnel. or the quality of
Service to other Subscribers or Customers, Century Tel may. upon written notice.
require the use of protective equipment at the Subscriber's expense. If this fails to
produce satisfactory quality and safety, Century Tel may, upon written notification,
terminate the Subscriber's service.

The Subscriber must pay CenturyTel for replacement or repair of damage to the
equipment or facilities of CenturyTel caused by negligence or willful act of the
Subscriber, its Authorized Users, or others, or by improper use of cquipment
provided by the Subscriber, Authorized Users. or others.

The Subscriber must pay for the loss through theft or fire of any of Century Tel's
equipment installed at Subscriber's premises.
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SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)

2.14  Responsibilities of Authorized Users

2.14.1

2.14.2

2.143

The Authorized User is responsible for compliance with the applicable regulations
set forth in this tariff as well as all rules and regulations of the state utility
commission and the FCC.

The Authorized User is responsible for identifying the station, party. or person with
whom communication is desired and/or made at the called number.

The Authorized User is responsible for providing CenturyTel with a valid method of
billing for cach call. CenturyTel reserves the right to validate the credit worthiness
of users through available credit card. calling card. called number. third party
telephone number, and room number verification procedures. Where a requested
billing method cannot by validated, the user may be required to provide an acceptable
alternate billing method or CenturyTel may refuse to place the call.
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2.16

2.17

SECTION 2.0 - RULES AND REGULATIONS, (CONT'D.)
Applicable Law
This tariff shall be subject to and construed in accordance with Florida law.
Cost of Collection and Repair

Customer is responsible for any and all costs incurred in the collection of monies due ihe
Company including legal and accounting expenses. The Customer is also responsible for
recovery costs of Company-provided equipment and any expenses required for repair or
replacement of damaged equipment.

Tests, Pilots, Promotional Campaigns and Contests

The Company may conduct special tests or pilot programs and promotions at its discretion
to demonstrate the ease of use, quality of service and to promote the sale of'its services. The
Company may also waive a portion or all processing fees or installation fees tor winner of
contests and other occasional promotional events sponsored or endorsed by the Company.
From time to time the Company may waive all processing fees for a Customer.

These promotions will be approved by the FPSC with specific starting and ending dates with
promotions running under no circumstances longer than 90 days inany twelve month period.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

32 Calculation of Distance

Usage charges for all mileage sensitive products are based on the airline distance between
rate centers associated with the originating and terminating points of the call.

The airline mileage between rate centers is determined by applying the formula below to the
vertical and horizontal coordinates associated with the rate centers involved. The company
uses the rate centers and associated vertical and horizontal coordinates currently used within
the telephone industry.

Formula:

tvl—vzﬁwui-ﬁzr“
1 o _

3.3 Minimum Call Completion Rate

The customer can expect a call completion rate of 99% per 100 calls auempted during peak
use periods for all Feature Group D (1+) services. Carrier will engineer its switching systems
on the basis that ninety-nine percent (99%) of the customers accessing their svstem will be
served during the busy hour.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.4 Time of Day Rate Periods

For time of day sensitive services, the appropriate rates apply for day. evening and
night/weekend calls based on the following chart:

MON | TUES | WED | THUR | FRI SAT | SUN

8:00 AM DAYTIME RATE PERIOD

TO OR
4:59 PM PEAK RATE PERIOD
5:00 PM EVENING RATE PERIOD

TO OR EVE
10:59 PM OFF PEAK RATE PERIOD
11:00 PM NIGHT/WEEKEND RATE PERIOD

TO OR
7:59 AM OFF PEAK RATE PERIOD

3.4.1 Day, Evening, and Night/Weekend times are determine by the local time of the
location of the calling service point. Chargeable time for a rate period (e.g. 8AM-
5PM) begins with the first stated hour (8AM) and continues 1o, but does not include.
the second stated hour (SPM). The rate applicable at the start of chargeable time at
the calling station applies to the call during the duration of the call that is applicable
to that time period. If a call begins in one discount period and ends in another. the
initial period discount applied is the discount in effect at the time the call is
established. The charge for each additional minute of usage is the additional minute
billing rate of the rate period in which the beginning of cach minute occurs.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tariff No. 1
Original Sheet 34

SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

34  Time of Day Rate Periods, (Cont'd.)

3.4.2 The time when connection is established is determined in accordance with the time -
standard or daylight savings -legally or commonly in use at the location of the calling
service point and determines whether Day, Evening, Night or Weekend rates apply.
This rule applies to all intrastate direct dialed calls.

343 The Evening rate applies to the holic.ys listed below unless a lower rate period is in

effect.

New Year's Day i

Martin Luther King Day .

President's Day ’

Memorial Day .

Independence Day ’e

Labor Day .

Columbus Day *

Veterans Day i

Thanksgiving Day *

Christmas Day e

’ = Applies to Federally recognized days only.

i = If the holiday falls on a Sunday, the holiday rates are applied to the
following Monday. If the holiday falls on a Saturday. the holiday
rates are applied to the preceding Friday.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.5  Travel Card Services
Card Service(s) allows a Customer to place a long distance call to any geographical area in
the United States from an access line and receive the bill for said call(s) placed on an
assigned calling card billing number.
3.5.1 Traveler's Card
Traveler's Card is used for calling from any touchtone telephone to any valid
telephone number in the United States. Call charges are billed to the Customer. Calls
are billed in full minute increments.
3.5.2 Phone Home Card
Phone Home Card is available for calling from any touchtone telephone to a pre-
determined list of up to ten valid telephone numbers. Calls are billed in full minute
increments.
3.6 CenturyTel Simple
CenturyTel Simple is an outbound direct dial product designed for Residential Customers.
Calls for this service are billed in one (1) minute increments after an initial period. for bi'ling
purposes, of one (1) minute. This service is only offered in conjunction with interstate
service. Customers can choose one of the two options listed below depending on their
calling needs.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.7  CenturyTel Preferred

CenturyTel Preferred is a basic switched 1+ toll service for residential and small business
users billing between $ 50.00 and $ 2500.00 per month in inbound and outbound services.
Traveler Card Service is available to CenturyTel Preferred subscribers This service is only
offered in conjunction with interstate service and an interstate monthly recurring charge does
apply.

3.7.1 Volume Discounts

Volume Discounts apply back to the first dollar of billing, once the monthly volume
level has been met as specified below.

Monthly Dollar Amount Discount
$0.00 - $99.99 0%
$100.00 - $499.99 5%
$500.00 - $1.499.99 10%
$1,500.00 + 20%

3.7.2 Aggregation of Discount

The following services may be aggregated for application to the volume discount
(1) all domestic 1+ toll incurred by the Customer via the Company. (i) Traveler Card
toll including the surcharge and usage charge. (iii) 800 Service. including both
monthly service charge and applicable usage. Operator handled and international
calls will not be aggregated for discount purposes.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.7  CenturyTel Preferred, (Cont'd.)
3.7.3 Billing Reports
Customer may (i) receive the bill with standard reporting at no cost: (i1) or through
the company with customized reports.
3.7.4 Minimum Billing
Minimum billing is $ 50.00 per month. In the event a Customer bills less than $50.00
per month, the Customer will still be billed for $ 50.00 worth of usage. The minimum
billing requirement applies to usage only and does not include taxes or monthly
recurring charges.
3.7.5 Multiple Locations
The Customer may add billing from multiple locations together to apply towards the
Volume Discount as long as the other locations subscribe to and utilize Century Tel
Preferred Service.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.8  CenturyTel Metro, (Cont'd.)

3.8.4 Multiple Locations

The Customer may add billing from multiple locations together to apply towards the
Volume Discount as long as the other locations subscribe to and utilize Century Te)
Metro Service.

3.8.5 Monthly Recurring Fee
This monthly recurring charge will be waived for all Customers with combined
outbound and inbound usage of over $250.00 per month.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

39  CenturyTel Direct

CenturyTel Direct is an outbound service designed for medium to large business Customers
utilizing dedicated or special access facilities to reach a Century Tel point of presence. This
service is only offered as an addition to CenturyTel Direct interstate service. All calls are
billed in six (6) second increments after an initial period. for billing purposes. of six (6)
seconds. All calls are billed in arrears.

3.9.1 Volume Discounts

Monthly Dollar Amount Discount
$0.00 - $9,999.99 0%
$10,000.00 - $24,999.99 5%
$25.000 + 10%
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.10  CenturyTel Classic Toll Free

CenturyTel Classic Toll Free Inbound Service (8xx) is an inward calling service. It permits
termination of intrastate calls from diverse geographic locations to the Customer's local
exchange lines. With CenturyTel Classic Toll Free Service, the Customer is billed for the
call rather than the call originator. Calls are billed in six (6) second increments with an
initial period, for billing purposes, of third (30) seconds.

3.10.1 Volume Discounts

Monthly Dollar Amount Discount
$0.00 - $24.99 1{ 0%
$25.00 - $99.99 I 5%
$100.00 + I 10%

3.10.2 Aggregation of Discount

The following services may be aggregated for application to the volume discount: (i)
all domestic 1+ toll incurred by the Customer via the Company, (ii) Traveler Card
toll including the surcharge and usage charge, (iii) 800 Service. including both
monthly service charge and usage. Operator handled and international calls will not
be aggregated for discount purposes.

3.10.3 Minimum Billing
No minimum billing applies.
3.10.4 Multiple Locations

The Customer may add billing from multiple locations together to apply towards the
Volume Discount as long as the other locations subscribe to and uti.. ze Century Tel
Classic Toll Free Service.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)
3.11 CenturyTel Preferred Toll Free

CenturyTel Preferred Toll Free Inbound Service (8xx) is an inward calling service. It
permits termination of intrastate calls from diverse geographic locations to the Customer's
local exchange lines. With CenturyTel Preferred Toll Free Service, the Customer is billed
for the call rather than the call originator. Calls are billed in six (6) second increments with
an initial period, for billing purposes. of eighteen (18) seconds.

3.11.1 Volume Discounts

Monthly Dollar Amount 1['_ Discount
$0.00 - $99.99 0%
$100.00 - $499.99 5%
$500.00 - $1,499.99 10%
$1,500.00 + 20%

3.11.2 Aggregation of Discount

The following services may be aggregated for application to the volume discount: (i)
all domestic 1+ toll incurred by the Customer via the Company. (i) Traveler Card
toll including the surcharge and usage charge, (iii) 800 Service. including both
monthly service charge and usage. Operator handled and international calls will not
be aggregated for discount purposes.

3.11.3 Minimum Billing
No minimum billing applies.
3.11.4 Multiple Locations

The Customer may add billing from multiple locations together to apply tov.ards the
Volume Discount as long as the other locations subscribe to and utilize CenturyTel
Preferred Toll Free Service.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.12 CenturyTel Metro Toll Free

Century Tel Metro Toll Free Inbound Service (8xx) is an inward calling service. It permits
termination of intrastate calls from diverse geographic locations to the Customer's loc: |
exchange lines. With Century Tel Metro Toll Free Service. the Customer is billed for the call
rather than the call originator. Calls are billed in six (6) second increments with an initial
period, for billing purposes, of six (6) seconds.

3.12.1 Volume Discounts

|[ Monthly Dollar Amount Discount
$0.00 - $249.99 0%
$250.00 - $499.99 10%
$500.00 - $749.99 15%
$750.00 + 20%

3.12.2 Aggregation of Discount

The following services may be aggregated for application to the volume discount: (i)
all domestic 1+ toll incurred by the Customer via the Company. (i) Traveler Card
toll including the surcharge and usage charge, (iii) 800 Service, including both
monthly service charge and usage. Operator handled and international calls will not
be aggregated for discount purposes.

3.12.3 Minimum Billing

No minimum billing applies.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tarift No. |
Original Sheet 44

SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)
3.12  CenturyTel Metro Toll Free, (Cont'd.)
3.12.4 Multiple Locations
The Customer may add billing from multiple locations together to apply towards the
Volume Discount as long as the other locations subscribe to and utilize CenturyTel
Preferred Metro Service.

3.12.5 Monthly Recurring Charge

This monthly recurring charge will be waived for all Customers with combined
outbound and inbound usage of over $250.00 per month.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)
3.13 CenturyTel Direct Toll Free Service

CenturyTel Direct Toll Free Service (8xx) is an inward calling service. It permits
termination of intrastate calls from diverse geographic locations to the Customer's dedicated
access facilities. With CenturyTel Direct Toll Free Service, the Customer is billed for the
call rather than the call originator. Calls are billed in six (6) second increments with an
initial period, for billing purposes, of six (6) seconds.

3.13.1 Volume Discounts

Monthly Dollar Amount Discount
$0.00 - $9,999.99 0%
$10,000.00 - $24,999.99 %
EE.OOO + 10%
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.14 Debit Card Service

3.14.1 General

CenturyTel Debit Card Service is a prepaid travel card account service that provides
access for outbound voice grade telecommunications.

Exclusions. The following call types may not be completed with Century Tel's Debit

Card service:

- Calls to 700 numbers - All Operator Services Calls
- Calls to 800 numbers - Conference Calls

- Calls to 900 numbers - Directory Assistance Calls

- Busy Line Verify and Busy Line Interrupt
- Calls requiring the quotation of time and charges

Except as may be specifically referenced therein, calls made utilizing Century Tel's
Debit Card Services are not included in any specialized service offerings nor
promotions.

3.14.2 Availability of Service

Service is available twenty-four hours a day. seven days a week. The number of
available Debit Card account numbers is subject to technical limitations. Such card
accounts will be offered to Customers on a first come first serviced basis. Printed
material associated with Debit Card Service will include the name of Century el
Telecommunications, Inc. and the 800 Customer Service number.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)

3.14 Debit Card Service, (Cont'd.)

3.14.3 Regulations

In addition to the general rules and regulations set forth in this tariff. the following
regulations also apply:

(A)  Debit Card Service is accessed using the 800 number printed on the card:

(B)  Allcalls must be charged against a Debit Card that has a sufficient available
balance;

(C) A Customer's call will be interrupted with an announcement when the
balance is about to be depleted: such announcements will occur five minutes
and two minutes before the balance will be depleted, based on the termination
location of the call;

(D)  Calls in progress will be terminated by the Company if the balance on the
card is insufficient to continue the call.
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SECTION 3 - DESCRIPTION OF SERVICES, (CONT'D.)
3.15 Directory Assistance

Directory Assistance is available to Customers ol CenturyTel Service. A Directory
Assistance charge applies to each call to the Directory Assistance Bureau. Up to two
requests may be made on each call to Directory Assistance. The Directory Assistance charge
applies to each call regardless of whether the Directory Assistance Bureau is able to furnish
the requested telephone number. Customers certified as Handicapped will receive 50 free
directory assistance calls per billing cycle.
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SECTION 4.0 - RATES

4.1 General

Each Customer is charged individually for each call placed through the Company. Charges
may vary by product type, time of day. day of week and call duration.
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SECTION 4 - RATES, (CONT'D.)
4.2 Travel Card Services
4.2.1 Traveler's Card
(A)  Per Call Surcharge: $0.6000
(B)  Per Minute Rates: $0.2100
4.2.2 Phone Home Card
(A)  Per Call Surcharge: $0.7500

(B)  Per Minute Rates:

|| Day ll Evening Night/'Weckend
l $0.20 I $0.18 $0.16 ]

43  CenturyTel Simple
4.3.1 CenturyTel Simple Basic

Per Minute Rate: $0.15
Monthly Recurring Charge S0.00

4.3.2 CenturyTel Simple 10¢

Customers that choose the CenturyTel Simple 10¢ option will be charged an
interstate monthly recurring charge in exchange for the reduced per minute rate listed

below

er Minute Rate: $0.10
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SECTION 4 - RATES, (CONT'D.)
44  CenturyTel Preferred
4.4.1 Per Period Rates

(A)  CenturyTel Preferred -Switched

Day | Evening [ Nighvweekend
Mileage |[ Ist Add'l. Ist AddL Ist Add'l.
Band Minute | Minute f| Minute | Minute | Minute | Minute

All [ $0.2000 | $0.2000 || $0.2000 | $0.2000 | $0.2000 | $0.2000

The monthly interstate monthly service charge applicable to this product will be
waived if the Customers combined monthly usage for both inbound and outhound
services is over $250 for the month.

4.4.2 Account Codes

Account codes are available with the following charges:

Set-up Fee: $10.00

Monthly Service Charge: $ 5.00
(for each 50 account codes)

Moves and Changes: $ 5.00 (Business)
(per occurrence) $ 1.00 (Residential)

Account code recurring and/or nonrecurring charges may be waived for a Customer
when the combined billing on all accounts billed by the Company to the Customer
exceeds $500.00 per month.
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SECTION 4 - RATES, (CONT'D.)
4.5 CenturyTel Metro

4.5.1 Per Period Rates

$0.1700
4.5.2 Monthly Recurring Fee $50.00

This monthly recurring charge will be waived for all Customers with combined
outbound and inbound usage of over $250.00 per month.

4.0 CenturyTel Direct

4.6.1 Per Period Rates
Day Evening Night/Weekend
Each Each Each
Mileage || Initial Add'l Initial Add'l. Initial Add'l
Band | Period Period | Period Period Period | Period
[ AIl_|[50.0100 | $0.0100 || $0.0090 | $0.009 || $0.0085 | $0.0085

4.6.2 Volume Discounts

Monthly Dollar Amount Il Discount
$0.00 - $9,999.99 0%
$10,000.00 - $24,999.99 5%
$25.000 + 10%
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SECTION 4 - RATES, (CONT'D.)

4.7  CenturyTel Classic Toll Free

4.7.1 Per Period Rates $0.2500
4.7.2 Monthly Recurring Charge $ 5.00
4.7.3 Set Up Charge $10.00

4.8 CenturyTel Preferred Toll Free

4.8.1 Per Period Rates $0.2000
4.8.2 Monthly Recurring Charge $15.00
4.8.3 Non-Recurring Charge $10.00

4.9  CenturyTel Metro Toll Free
4.9.1 Per Period Rates $0.1900
4.9.2 Monthly Recurring Charge $25.00

This monthly recurring charge will be waived for all Customers with combined
outbound and inbound usage of over $250.00 per month.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tarift No. 1

Original Sheet 54

SECTION 4 - RATES, (CONT'D.)
4.10  CenturyTel Direct Toll Free Service

3.14.1 Per Period Rates

Day Evening NightWeekend

Each Each Fach

Mileage || Initial Add'l Initial Add'l. Initial Add'l
Band Period Period Period Period Period Period
All $0.0120 | $0.0120 || $0.0110 | $0.0110 || $0.0105 $0.0105

4.11  Debit Card Service

4.11.1 Rates

Calls are charged in full minute increments for the first minute and all subsequent
minutes.

Per Minute Charge: $0.45
4.12  Directory Assistance
4.12.1 Rates
Directory Assistance, per call
InterLATA Directory Assistance $1.10
IntraLATA Directory Assistance $0.48

Issued: January 25, 1999 Effective:

[ssued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tanft No. |

Original Sheet 55

SECTION 4 - RATES, (CONT'D.)

4.13  Special Rates for the Handicapped
4.13.1 Directory Assistance
There shall be no charge for up to fifty calls per billing cycle from lines or trunks
serving individuals with disabilities. The Company shall charge the prevailing tarift
rates for every call in excess of 50 within a billing cycle.
4.13.2 Hearing and Speech Impaired Persons
Intrastate toll message rates for TDD users shall be evening rates for daytime calls
and night rates for evening and night calls.
4.13.3 Telecommunications Relay Service
For intrastate toll calls received from the relay service. the Company will when
billing relay calls discount relay service calls by 50 percent off of the otherwise
applicable rate for a voice nonrelay call except that where cither the calling or called
party indicates that either party is both hearing and visually impaired. the calls shall
be discounted 60 percent off of the otherwise applicable rate for a voice nonrelay
call. The above discounts apply only to time-sensitive elements of a charge for a call
and shall not apply to per call charges such as a credit card surcharge.
Issued: January 25, 1999 Effective:
Issued by:

Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tariff No. 1

Original Sheet 56

SECTION 4 - RATES, (CONT'D.)

4.14 Emergency Call Exemptions

The following calls are exempted from all charges: Emergency calls to recognizable
authorized civil agencies including police. fire, ambulance, bomb squad and poison control.
The Company will only handle these calls if the caller dials all of the digits 1o route and bill
the call.  Credit will be given for any billed charges pursuant o this exemption on a

subsequent bill after verified notification by the billed Customer within thirty (30) days of
billing.

Issued: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203




CENTURYTEL LONG DISTANCE, INC. Florida Tanft No. 1
Orniginal Sheet 37

SECTION 4 - RATES, (CONT'D.)
4.15  Return Check Charge

A return check charge of $15.00 or 5% of the balance due (whichever is greater) will be
assessed for checks returned for insufficient funds. Any applicable return check charges will
be assessed according to the terms and conditions of the billing entity (i.c. local exchange
company and/or commercial credit card company) and pursuant to Florida law and FPSC
regulations.

4.16  Late Payment Charge

Interest at the greater of 1.5% per month or the highest rate allowed by law will acerue on
any unpaid amount commencing on the sixteenth day after rendition of the bill.

Issucd: January 25, 1999 Effective:

Issued by: Mr. Charles Hamm, Manager - Tariffs & Compliance
100 Century Park Drive
Monroe, Louisiana 71203
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ATTACHMENTIII - A
CENTURYTEL LONG DISTANCE, INC.
Financial Resources Statement

Century Tel Long Distance, Inc. ("CenturyTel") has provided the 1997 Annual Report and 1997 10K
of'its” parent corporation, Century Telephone Enterprises, Inc., with its application as proof of the
company’s anticipated Florida revenue projections. These statements show Century Tel's parent is
in a very strong financial position.

Century Tel proposes to operate as a reseller in the state. There are minimal capital requirements or
expenses that the company will experience when starting it's Florida operations. All transmission
will be provided by the underlying carrier. The company has structured its retail pricing so that its
per minute rate covers its per minute cost, thus assuring an almost instantaneous positive cash flow.

The company also points to the resumes provided with the application. These resumes show that
CenturyTel has the managerial experience and entrepreneurial skill necessary to run the company.
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As the U.S. economy continues to improve in the 1990s, an
encouraging revival in rural population has occurred. Population in
nonmetro areas has already grown three times as fast in the 1990s
as in the 1980s.

The growth in the 1990s is due to long-term economic changes
favoring nonmetro areas, primarily the strong conviction of many

Americans that small-town life is better than that of big cities.

Growing

Rural
America

Century provides local exchange, wireless, long distance,
Internet access and an expanding array of new services to rural
areas and smaller cities in the Midwest, Northwest and Southern
United States. Our services enhance the lives of our customers and
contribute to the economic development of their communities.

Century, a growth company in the communications industry,
focuses on increasing shareholder value through cash flow and earn
Ings growth over the long term. We believe in the growth opportun.-
ties provided in rural America.
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Growth Drivers
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Century's 1997 acquisition of
Pacific Telecom, Inc. repre-
sents the most defining acqui-
sition in our history. i<~
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This unique acquisition more than doubled
the size of our telephone operations while
significantly expanding our wireless own-
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Commumnicationsseryices Hke roads, jobs
and schools createanenysironment for eeo-
nonviceron L Century s scevices provide
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Cash flow and earnings growth

are the financial yardsticks we
use to measure Century's finan-
Clal progress. Ha ol bimcisures B97 was
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Increasing cash flow is a primary objec-
tive of our investment decisions at
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Growth in Century's core busi-
nesses continues at a rapid
Pace. Century's wireline and wireless
operations are among the industry leaders
in profitability. cvo e telephone
necess linewron thoswas 0 percent wlhone
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SERVICE ARBEAS

Gl ko 1911 sicgquiisition)

TeELEPHONE Access LINE OWNERSHIP
as of December 31, 1997

Subtotal 390,968 632,602 1,023,570 85.0%
Total 534,027 669,623 1,203,650 100.0%
WIRELESS OWNERSHIP
Total cellular pops 10,282,072
Total PCS pops 8,109,514
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Providing consumers one-stop
shopping for communications
services is a major focus for
Century. cousimer= i oy ks
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Century provides bundled services to
rural and smaller urban markets that do
not attract as much attention o com

Petitorsgaes oot b Brgeer tiae et



Competitorsare olten reluetnt o invest in
the netnorh infrasteaciure necessiey
olfferaw ide spriemn ofcommumications
=crvicesin=mallermarkets with lowoer
populationdensitie=. Century thrives in
these markets by providing a variety of
value-added communications services over
technologically advanced networks. \\.
il=ov it local presence in theamane-
hot=sweservesthis providesCentury an
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Century’s strategies for the
future are clear. \=century secksio

Became the indostey teswder focravad e e
prhrniay v aee focuscd on the fol low g

Growing our customer base iind driving
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tionssceyvicestocapitalizeon additional
PONCTIC O ot it ies,
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reapareater benefits from oo e narketings
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Maintaining a large wireless ownership
thaotenerbip=Contury s swiveline propwer-
L=,

Providing excellent customer service,

Utilizing high-quality networks (o dctiver
CONNEEE e s =gy s,

Pursuing acquisitions o o«

Contuirs s marhet clusters, pondd

Expanding into closely related
businesses ot conr peokduet s o
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Crsuperiorsalue toour costoners,
Enhancing long-term shareholder value,
providing superior customer service and
maintaining sincere concern for employ-
ees are our foremost priorities in making
business decisions.
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( levedly PV eetemy
Clarke M. Wilhams

Chairman of the Board

CL_ 3 /L=t 5
Glen F. Post, il

Vice Chairman of the Board, Presadent and Chiel
Executive Officer
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Century is making a
difference in rural
America.
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entury’'s focuson smaller mar-
Kets providesexcellent growth
opportunities.Ourservices
stimulate economicdevelopment.and

we take pride indelivering superior

customerservicetoour friends and

neighbors.
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Strategic acquisitions
contributed significantly
to Century’s growth
during 1997.



The timely acquisition of Pacific
Telecom, Inc. (PTI) added more than
GOGOOOO e lephone access Hines, doag-
bBling Contury’s local exchange opera-
tionsand bringing total nceess line
omwnershiptol2million.Century
ravinedl o new Northwest marhet clos
terandsignificantly expanded s
existing NMidwest market eluster,
Century.ending the yearwith operie-
tionsin2istates was ranbkoed as the
1OCh Bvegest local exchange telephone
company inthe United Stntesas con -
praarcdbwith 1Geh ac the end of TS,
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lular popsithe portion of the popula-

Lieary ol thiee
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a high-growth segment
in the telephone industry.

Thisiscleaviy demaonstrnted by
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trongdemand forcommunica-

tionsservices in rural areas.

coupled with growing markets.

Sstrategicacquisitionsand new services,

Contury hasonly recently
b tonwerressive sy manrkoet sceond
telephone line=sContary s sccond
Line pencoration ineroascd substin-
tially duringe the sear Total sceond
e penctracion escloading the 111
Properticsswa=47 percontat sear
el

Century's marketing efforts have
led to increased penetration of enhanced
calling services. Con=umaordemand
Torcalline features=ach a=<Caller 11D,

Fhivese=Man Carllinersond Nodcee Ml

has propelled Century's excellent

customer growth.

witsstrongduringe D97, Contursy s
residential penctration ol O], ASss
services inerciscd 23103 preveend o2
percentswhile Noiee Mol peneten
tion increnscd LS percent to 1001 per
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forthesceenhanced seryicesascon
parcd with Coentuey's, represcentacddi-
tioval revenueErowthopporton il ios,
Small businesses benefit from the
communications solutions Century offers

tor et thesircomnrrinm bcan fonrs prced s,



Business-related prodoacts such as
Contres experienced solid revenae
e h daringe 1997,

Connecting rural communities to
the information superhighway rcsuilted
inthehichoronth ol Contury's
Foternetcostomer haseduaring the
soear dneluading neqguisitions,
Contury’s nternet castomer s
cpuacleraploed 1o =S92 customiers,
Tnterner resenues nearly tripled o
=L2million forche year.Conturs pro-
vidoed Tocal Tnternet anccess in 3 10
cotnmunitiesthrouehout the Uneited
Statesgat yveaee el

Hesenuesrom data services
inclhuadine ISDN feamee relay and daia
netvworkingapplications inereiscd
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!llt)l'1'|||'|||]ljl'||\|-;|||<||'r|||||'|I.|}|«--lu
thoecoonomuie hwadhthral roead connnna
nibieshy provid ing aeceess gorsery jees
suchas=distance lesvenine aoned

tedermechicine

The wireless communi-
cations boom continues.

The wireless communications
boom has led to increased mobility, pro-
ductivity, convenience and safety, 1= w11



asthe increased crowthiand prof
itability ofCenturyscellularoper-
tions. Contury added o record 201,750
coellubarcustomersduring 1997,
inchoding 123,000 by acqguisitions,
The "N acoguisition added SS.2 10 cos-
tomer=in mjority-ow ned markoets
whileotheraneguisitionsaccounied
forthe remaininge 35355 acquired
crstomers. Coentuaery™s coellubar cus-
tomer hase incereased 202 percent dore-
e 1997 Fromy internal growth.
Contury ended thie yeare with D080
stb=ceibersinmajority-owned mar-
het=amnmdl achiesed oy penctration rate
ol pereent.

Cellular revenues increased 23.0
percent to $307.7 million including a
$12.0 million contribution from acquisi-
tions. « yperating cash Flosw ineroensed
27V pereent toRE2OC2 i ion, whi be
operating incone inereasoed 2907 pere-
cont to=ssSd i lion Ffoe che e,
Hemminine oncolthie highestin the
coellubar induseey s =201 per month,
Contary sinvernge monthily sceevyice
resenne poreellualarcustomer
declinedondy 3 percent during 1997,
Contury’shighaveraze monthliy roy-
e prersubscriber isa resualt of its
focuson s Foebansend roead swire-
lessmirhet= v hich posscs=scexcellent

retnrine roevenue charancteristiosand

Wireless
Growth




WIRELESS

OPERATIONS
Rivisit

TR e S TEEL 1R

Fivi vian CAGR = 37.7

e MILLIONS 208

Face less potential POScompetition,
Coentary b= been proactise innoltoer-
ill!._"'l‘\I-t|||:_"1'1.|--|Hr|u'r'—-|-\|1r.|||:|n|
et areaesarnel cornpet it e i
i prlavns,

Century’s expanded retail distribu-
tion of wireless services ivcoonmnied for
sl il cu=tonmiereross thidburines 15107,
Conmprany o e retavi b ot let=arndl
ovrdircer salesTor caceommnted fore 5t
proveent ol pess customneer et vt ions
i By v hiile indirecrdisteibation
thirouwh awentscomprised he

etk e S pueprcend,



ceographically clustered wire-

lineand wireless markets

whichoverlapallow Century
tooffer bundled communications servicoes,

This lecads to greater convenience for our

customersand additional growth for

Century.

Theaddition ol direct disteilng-

tionchannelsallow=Century 1o
lonver irsanereesalesane nurrhet-
e cost=w hile prosidinge opporria-

nitiestocross-<clhother commnmnmni-

cattionsservicesand control the guanl -

iy ol castomaoersceevice daringe the
-;lll--|H'tu-|--~---_§'~i;|li'-;-llllll||;||'l\t'lill'.:
costs.a=a percentivre ol collo b seor-
Viceresvenuesowere 170 percent da e
e D97 dectining From B0 percent
P T,

We strive to be the wireless

experts in our markets 1y prosiding

aurcastomersthe highoest losel of
customoerciare. Ourexpanded cos
toaneresere bnitiatives haaove Lo 1o
lOWET COUSIOMCE TUEFNOVeT iis 1 -
surcd by areduction in Contury s cel-
Tl chuarn rate 1o:2.03 percent for chie
yearcCentury has honed its pricing
andereditstandardsswhileexphand
ingits prepaidecllube seryice for
consumaoers whodesireto hanve the
convenicnecof "casbiand corey " eel-
lalarservice without the sworey ol

contractorhill,



Century continues to meoet the
wirclesscommumications necds of
ourcustomers by providing superior
network coverange, Conturysdigital
cellularcoverage expanded signifi-
cantiyduring 1997 and isoperationanl
in 10 markets representing 39,1 poer-
centofCenturys pops inoperated coel-
lnbarmarket=s Plhanning toawerres-
sivelyv marketdigital wireolesss=epe-
vices in 1095, Contury spent much of
1997 expanding itsdigitml collular
metsworhs.

TheTime Division Multiple
Necess DM A digital uperade pro-
videscustomers with enhanced hand-
sctlfancrionality by offering Caller 1),
Call Maitingrand otherseryvices

throuchadigitl colTular twelephone,

Consumers want one-
stop shopping for
communications services
from a company they
trust.

Aecording toasurves condauoer-
b by Price Waterhousesan indepen-
dentconsulting Firne DD percent of
consumers prefer to porelyese see
vVicesTromaasinglecomypsiny s b le ity
percent preferasingle bhillo e is pae
ticularly hmiportant toconsumniers in
st lercommunitiostoconduoct
businessswithacompiany they hinow
! voesprect, A= lowald telephwone conn
pravny el lovegre col o by preov ider st b

alocal presence in the nselets it



serves. Century ismoecting the grow- ~ .
inedenund for bundled commuunics- Se I.\'! I (.(38

tionsservicesinitsmarkets.
Centuey offers local telephone, F 'R
wWircless Internet.data and long dis-
Lincescrvices. plusa widevaricty of
cnhamnced calling features aond i com-
bination ol pricing plans ina uee RIS
percentace ofits markets. Conoury is VICE 10 ths bank which s I I
cxploring homesceurity and video istom
productolferings w hich could pro-
videadditional revenuce generating
Opportunitios, FKach year the avail-
ability of new orenhanced seryices
expinndsasCoentury seeksto tip new
tnirhet=and provide additional sore- Ny - kit |
VICOS TOCN IS NG CUstiomniers, upport; f Mmurcas
Century’s bundled long distance ina he ot
offering has been a big hit with ourcis-
tomoers. Over the past two venrers
Contury’s long distance costomer hise
Bir=ani=hiroomed Frome 1GG0S Cis-
torner=at the cnd oF 1995 0 17 15052 CGas-
tornersat thoe end ol 1997, 1tevenes
from lonadistincee incercased 265 per-
contto=3G.0 millionduaringe 1997,
Convenience and competitive pric-
ing, combined with the simplicity of one
bi".-'|n-n|||';|'_"1-rl:i'_"p(-r(-cmlnl‘('l-:|||||'_\'-
|lll"-I|I'\I'Hill‘lﬂd'l'llhllIl]ll'l'h.l'\('lll(]il]!._[
the 1T properties o choose Contor
Lonwe Distance.Contuey plhinnstooffer
lomw dlistinee sery iee (o its pews Ix
e red PP eastomers s o banve o

Ll the opportunin o receive their




OTHER OPERATIONS
Rivenues i MiLuioss

(4]
L
il
1
il
i (] bopES jirEl g

Fivi-vian CAGR = 44, 7%

lonwdistinnee=cevice ima bhond s
product offering o cheae Towald
telephoneeonypinny.,

Ie=dcloentiad b obi=tinniea =
vicewnsoffered in Contary 'scellulbor
putehet=Torthwe rir=st tiroedorineg
PO 0 ce b o i renstomier=oin i 11
perceris e antnec b b Fose e by b eee=icbesnat il
loncrclistiinee e sy e les==cesy ces,
whileroceivine dbi=sconrmi=on their
celbunliver lonrdlistanee usagre,

Century continunestodeselop

and narker new prodocestooneet the



tlernand for bhund led comumunicn-
L= =cryice=One 100 percent diei-

tally ssvitched telephone networls,

coupledswithadigitl-ready collulare

networh.allowsContuery toex el
s bhundled product offerings,
Furthermore, Contura s wireloss
v nershipinterestsoverbpa g
portionolitsswircline propertios,
providine additional bundling
apportunitics.Contory hiasa proven
trach record ol deseloping sery icoes

st e leivatinge meas Disinesses (o

related businesses. Ourdeveloping long

entury strivestocreate value
forourcustomersand share-
holders by utilizing ourtalents

and resources toexpand into closely

S

distance and call conter businesses

experienced excellentgrowth in 1997,

Iulu-.'ul\.-||||;|‘,_-:-n|"||m|-|u-|n|-|:+-r|||r||
Lies,

Century’s developing call center
business experienced solid growth dur-
ing 1997. Thetrend Torcompenios (o
out=ourcetheiroperator-assistodd
long distince collsand costoner s
viceapplicotions hosdesedoguel i
a oo billion-eycarindastes i e
United Statesaceording tothe
Outsourcing Institate, Contuaes's total
calls.bhoth live aperatorand o

tontech inereased Feom 150 oil i



in NGO I3 millionduring 1949700
H7 percent inerease, Asa resultol this
rowth, Century expanded itscall
centereapaeity 200 percont o 150
scittsduring the year.Contury ex pecis
toopenasccecond call conterin 19510
capitmlizecon the gromth opportuni-
ties in thecall center business,
Coentury'senll conter rovenues
Jumped GLT percenttos L3million
duringe D97, 0perating coash Flow
increascd o= b million.while oper-
ating incomewas=26Gmillionas
compared with an opoerating loss ol
SOS.000 ex perienced in 199G,
Vithough this business isin the
developmental stagreand weantici-

pate=samaelluactuations in resalisin

the near termne Contors espects=hie

calleenterbusinesstowrow rapicly
and produce mamrginsconsistent with
thoscoxpericneed by othier comphie-
=it thecallcenter induastery.
Century is ready to provide the
next generation of wireless communica-
tions services. Coentues havssobtivined
licensesto=cerye mmore thaon Sahmil-
lion PO=spop=inorder o pros ide
aclditionaldicital wirelesscomimu-
nications, Digital service is one of the
fastest growing segments of the wireless
communications industry. Contury is
currcntly developing its PPOS net -
sworh=amnd plivn=toinvestapprosi-
sty =20 b biom in PSS tocon-

stroetanddacrisate it=initial 1es



e e R Digital
conducted in e 1997, and Century's Wi ]"C] OSS

PPCS service will becomoe commercinl-

Iv ivailable insclect marketsduring D .
s Coentury’sdeveloping communii-
citions=-related bhusinesses offer ey R B
promising orowth potential in che OMMUMCaNon semvice) speciium and

reser=anhesd,

Century’s future
is bright.

We believe in the dynamic growth RS N "
opportunities offered in smaller markets mullipie acc na fremoae handsets 4
throughout the United States. Century teqrate AN ictvancees maotila ol
continue=to benelit from isgrowingr
wircline, wireclessand developing
busines=cs, Contury is focused on con-
tinuing itscrow th and becoming the tomers in AMichigan ar
leading providerol intewerawed come- more ! ‘ jric] 1 t
muanicationsscryvicesin rural arens
and smallerarboanmarkers in the
U nitedstatescwhiledelivering supe-
vior longe-term Financial performance
foroursharcholders, \We cembrace the
challeneesandopportunities ahead
a=wecontinuctoorow Centuey andd
contribute o the adyancenent of

o b avnd subweebaon Nmnerican,




GILOSSARY

AMPS

advanesd mobile phone sceyicesananlow col-

Forbive eiddio

Asymmetrical Digital Subscriber Line (ADSL)
atechnoloes uscd to provide high-specd sige-
il transport for Internet access=< and otlher

i idth intensive seryvices

Centrex

N esstelephone service which provides
co=torn calling featuressuach as el forsinrd-
incocalbwaitinge specd diadinge and othices
throush thewelephone company s central

ol e

Competitive Access Provider
(CAP)/Competitive Local Exchange Carrier
(C-LEC)

doonygriny whicheompetes swith the estah-
Lishusd tocal telephone company tooffop

et s v idleo sery ices

Custom Local Area Signaling Services
(CLASS)

auraupingoloptional cnbnncemoenis o
bivsico local exchange e lephone soey jcoe
whichwivessub=scribers theability toscreen
vl sclectively reject fTorwardl traee aond

redial incoming enlls

Frame Relay

alorm ol pachket ssitehing (sending divt in
pachet=through anetworkhwhich uses
stnaller pachetsand reguires less creror
cheching than teaditional forms of packet
=witchinmoelMicienoly hevnd les high-specd.

borst=oldativover widoearen networks

Integrated Services Digital Network (ISDN)
=witched nerswork providing end-to-cnad
it transpireney whoere voiconnd divta
servicesare provided over the same trnnis-
t==ioncireaitand sswitehinge fmeilitios

=l tneonsis

Key System

avsystern s e teleplaome= Taove soon b pales
hutroms perinite g the osee tos=cloctoniweo-
ingorincomines centeal office teleploone
Finesdbirecry o ithia hey =ss =t tisers=don’t

Bavvetod il O ro et aim omit=icle line

Metropolitan Statistical Area (MSA)

arci bascd on countiosasdefined by el s,
Consos=Thorea tha inchoddeseities ol SO0
oranore popabotion and the =soeronnd inee
countie=iu=ing diva feonn thie 19SS censo= the
Foderad Compmication=Comimi==ion (100
ahlocimed vsorec b b Picenisies ibveae bool e

AOSINIS A< dnthe U nitesl =<tiines

Personal Communication Service (PCS)
Wihrelesscommmications=that cnconpurss=
b be o Feseebivnei Llies =ces icesthat can
B bmtewrrantea bt sanrien s ol corvpmet inge el

winlh=

Roaming
Il'-'lla.'_!.'n'l'lllllill'I|'|-~||||n|u' Pivar il b o soeesn
athier thvrn e e o iness beichthe canl b =g

sthserilnege

Rural Service Area (RSA)

arcasasdelined by the U s Cons=o= e
thitavre not incloded ineithuere o
Moetropolitan stati=ticol Aeea EOV= Nora New
Fnghod County Metrapolition Neea fore
whibch o common carerier ooy Disve gy Lice s

to prrov bde cellulive scps jee

Telemetry

avcormnun et bonsssstern forthe trannsnnis=
sitomoldiwivg oraoa bz chivtar w e by repare
smeptil=stivtoe=anlorouitiomr r wrordbine o reav e

proeocess, Function o des joe
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OWNERSHIP DATA

TELEPHONE ACCESS LINES

Sub total 1,023,570 85.0%

Total 1,203,650 100.0%

CELLULAR OWNERSHIP

Total 10,282,072

Mipwest CLUSTER

NORTHWEST CLUSTER

SOUTHERN CLUSTER



CELLuLAR PoPs

Operated
Midwest Cluster MSAs
RSAs
Operated
Southern Cluster MSAs
RSAs
Operated
Northwest Cluster RSAs
Non-Operated
Cellular Investments MSAs
RSAs
TOTAL MSAs
TOTAL RSAs

GRAND TOTAL

Century Owned Pops

1997 Population®
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MANAGEMENT’S DiscussioN & ANALYSIS OF FINANCIAL CONDITION & REsuLTs OF OPERATIONS

RESULTS OF OPERATIONS

Contury Telephone Enterprises, Inc s a regional diversified com-
miutications company eogaged primanly i providing local
exchange telephone services and cellular telephone services. Century
Telephone Enterprises, Incand s subsidiaries ithe "Company”)
sttty expanded s operations by acquinng Paatic Telecom,
lne CPTE v on December T, 1997 mexchange for $1.50% billion
cash As s realt of the acquivinon, the Company acquired G) over
OOELOU telephone access Tines, ) over 88,000 cellular subscribers
and cnn vanous wireless, cable television and orher communications
assers The operations of PTLare mcluded in the Company's resules
ot nperations begiming December 1, 1997 See Major A quiasition
and Note F ot Ny

tional intormatam

ex to Consolidared Financial Statements tor add;-
During the three years ended December 31,
P97 the Compuny has acquired vanous other telephone and cellu-
Lie operations, the smpace of which has not been marerial to the
tinanical position and results of operations of the Company

In Moy 1997 the Company sold its majority-owned Compenitive
aveess subsidiary to Brooks Fiber Properties, Ine. ('Brooks") in
enchange torapproximately 13 nulhon shares of Brooks' comman
stk In Novemnber 1997 the Company sold approximately 3 8
mulhion shures of such stock. See Gain on Sales of Assees tor addi-
vondl intormanion

Year vtubead Duvemixer 3 I 1406 LE2h)

Dllar oxpt por e it
it sharves oty

i Ipwrat g i e

Lo o pbwwane =~ 174 0HS 199, 1K4 | §4.52°
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(BT ITE Gty 1oy LRl
JEEEN RS T 1 AR
Irteresr vxjuniv ST LGB A Bl %
T trom o vmsobndared
albvilar «nrati e T 1 BRI NI
Coatinn om salow ol asvers, e NI BlS 1,78
Mutiatiny anterost PN 0™ 5) ERIEAT
Exeher oo i expsense 3, U6 LN
Fows oo tan x Njtin PSS A4 171505 (s, 03y
N T ST  MEARTR 10T 114,770
134||H1J|.illu||l‘.'1 pt share® - .1 IR I 81
Averagce shilutesd shares
[CTLE T IR, RARTIH LGS A HE A

*Adpsted vl stk sprhit See Note 2000t Noees o Consolulared
Firtani il Stutemienes

Hhe et income of the Company tor 1997 mcreased to $256.0 mil-
hor teom S 1290 mulhon during 1996 and $110C8 milhion during
P99 Iiluted carmings per share tor 1997 increased 1o $2 80 from
oy durme 1990 and S1 31 durimg 1995, Ex ludimg gam on
viles o ssetss thie Company's net income Gand diluted earnings per

shared e 1997 1996 ] 19995 was ST 6 ol 1 81 Lk,

SE2S6 mudbion 31 120 and 3102 2 mudlion 031 280, 1 spoetively

The Compuny's 1997 aperating icome was 3267 8 anllion, an
increase of 2405 mdbon 199 oner TG OPCEAtImE e ol
$225 5 mullion

Duringe 1997 the opwratimg s omie o th

Company's telephone and wireless seements oreased $I8 1l

Lo CUE 770y amd $200 0 aallis 90 =0, tespa tnely, whale thu

operating anvoeme of the Company sothet sperations i reased 862
mulliwn. The ( CHETIPSATIY » o rabing o ||||l||[_g 1999 s
L2029 million

-rllt' [§ OIMIPAnY S Wit less AR LTTHEE oot tha Gperations of the ool
lular entitws i which the € sy s magoeno ew el
mterest For addinional INROTIAT I Conle e rnang the munoney ineer
est owniers’ share of the mcome ot such o and the Compatiy s
share of carmings trom cellular enntes i winch i fuas less than o
muaorniy anterest, see Cellular o Nratvoatis ard Lo From

Uncomsoliddared € ollular Frrites

Contributions ro operanmg revenne s and operating ineome by the
( DIy s tele |‘h”l1l.. wire less, amd otdir opwritions tor cach oot e
years an the threc-year perod coded December 31, 1997 worne s
lows
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changes in the demand for the Company's products and services; the Com-
pany's ability to suscessfully imtroduce mew product offerings on a timely
and cost-cffective basis; the risks inberent in rapid technological change; the
Company's ability to effectively manage its growth, including integrating
the newly-acquired operations of PTI into the Company's operations; and
the effects of more general factors such as changes in genoral market or eco-
nomic conditions or in legislation, regulation or public policy. These and
ather uncertainties related to the Company's business are deicvibed in detail
in ltem | of the Company's Annual Report on Form 10-K for the year
ended December 31, 1997, You are cantioned not to place undue reliance
on these forward-looking statements, which speak only as of the dare on
which they were made. The Company undertakes no obligation to update

any of 11 forward-looking statements for any reason.

TELEPHONE OPERATIONS

Prior to December 1997 the Company conducted its telephone
operations in rural, suburban and small urban communicies in 14
states. Subsequent to the PTI acquisition on December 1, 1997,
the Company provides local exchange telephone service in similar
communitics in 21 states. As of December 31, 1997, approximare-
ly 85% of the Company's telephone access lines were in Wisconsin,
Washington, Alaska, Michigan, Louisiana, Colorado, Ohio, Oregon
and Montana. The operating revenues, expenses and income of the
Company's telephone operations for 1997, 1996 and 1995 are sum-
marized below.

Year ended December 31, 1997 1996 1995
(Dellars in thousands)
Operating revenues
Local service $ 147589 121,728 111,629
Network access 319,301 276,123 258,462
Other 63,707 53,687 49,151
530,597 451,538 419,242
Operating expenscs
Plant operations 110,220 90,085 86,789
Customer operations 50,819 43414 38,768
Corpuorate and other H0,551 67,066 63,834
Depreciation and amortization 115,722 93,793 86,324
357,312 296,355 273,713
Operating income $ 173,285 155,183 143,527

Local Service Revenues Local service revenues are derived
from the provision of local exchange telephone services in the Com-
pany’s service areas. The $25.9 million (21.2%) increase in such
revenues in 1997 included $17.4 million from properties acquired,
of which $15.0 million was from the PTI properties: $5.6 million
duse to the increase in the number of customer access lines; and

$ B million due to the provision of custom calling features. An
111 rease in access lines coneributed $6.2 million to the 1996 in-
crease of $10.1 million; $3.0 million of the 1996 increase was due
to the provision of custom calling features. Internal access line
growth during 1997, 1996 and 1995 was 4.4%, 4.3% and 4.4%,

respectively.

34

Network Access Revenues Nerwork access revenues are pri-
marily derived from charges to long distance companies and other
customers for access 1o the Company's local exchange carrier
("LEC") networks in connection with the completion of long dis-
tance telephone calls. These access charges are based on tarniffed
access rates filed with the Federal Communications Commission
("FCC") for interstate services and with the respective state regula-
tory agency for intrastate services. Certain of the Company's inter-
state network access revenues are based on access charges filed
directly with the FCC; the remainder of such revenues are derives
under revenue sharing arrangements with other LECs admunistered
by the National Exchange Carrier Association. Intrastate network
access revenues are based on access charges or are derived under rev-
enue sharing arrangements with other LECs,

Network access revenues increased $43.2 million (15.6%) in 1997
and $17.7 million (6.8%) in 1996 due to the following factors:

1997 1096
increase increase
(decrease) (decrease)
(Dallars in thousands)
PTI acquisition $ 20,040
Increased recovery frum the federal
Universal Service Fund ("USF") 1,314 7,332
Increased minutes of use 5,033 A2
Acquisitions, excluding PT1 3,469 726
Pastial recovery of increased operating
costs through revenue sharing
arrangements with other telephone
companies and return on rate base 2,454 4,063
Other, net (5,128) (92)
§l $ 43,178 17,661

Included in "Other, net” in 1997 and 1996 were reductions of $3.8
million and $1,7 million, respectively, in access revenues due to the
previously-announced reductions in intrastate switched access rates
mandated by the Louisiana Public Service Commission ("LPSC")
which were phased in from July 1995 through July 1997. Asa
resule of the July 1997 rate reduction being in effect for a full
twelve monihs during 1998, such access revenues for 1998 will be
reduced approximartely $1.8 million from 1997 levels. Included in
*Ocher, net" in 1996 was approximately $2.3 million of revenue
increases associated with a change in the mechodology applied in
the network access revenue billing process.

Other Revemues Other revenues include revenues relaced to (1)
leasing, selling, installing, maintaining and repairing customer
premise telecommunications equipment and wiring ("CPE ser-
vices"), (ii) providing billing and collection services for long dis-
tance carriers, (iii) participating in the publication of local directo-
ries and (iv) providing Internet access, The PTI properties con-
tributed $4.6 million to the $10.0 million increase in other rev-
enues in 1997, Exclusive of PTI, revenues from CPE services
increased $3.5 million; $2.5 million of the 1997 increase was
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i For addinional information regarding certain matters that

Bave impacted o may i pace the € ompany's wireless OPeTAtions,
ste Regnlation and Compeninon

HEE OPERATION

Urehir DPCTAtions 1 lude the results of OPCrations ol \Llh\hil.l.l'ua '
the Company which are not induded i dhe telephone or wireless

sepments an luding, but noe imied 10, the Comgpuany's competitive

aceess subvadary twlineh was sold ro Beooks i May 1997 and the
Company s nonregulated Tong distance and call center operations
The vperatimg revenus. expenses aid income of the Company's
ather operations tor 199, 1996 and 1995 are summanized below
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T anilhion 31950 inerease s operating revenues in

Fondhon was apphicable 1o the lung distance and call

CEnter

Lor e urred by the long distance and call center GPErALIons i

Cratns AN mcrease i operating expenses of $117 mil-

P97 s parrially ottser by acdecrease of S 00 mallion in aperaning
CAPHSES el Iy the t.lll“l‘.lll\ SOOI e gy subsidiary

Tl vperaring Toss b thie Company's compentive access subsidiary
s U pror vones sadued was 8200 anllion compared o 862 pul-

IR A2

b ot s ES ccmmlhion of the $ 198 mullion idrease 1 aperanng
reventies was due o rhe long distance and call center operanons

O the 2220 mullion e rease in operating expenses m 1996, $14.8
milon was i orrad by the long distance and call center IR RISTITITS

atid 37

mulln was applieable o the € OMPany s compennive

voess stba by,

Cortnnnt thie Company's service subsidrnies provide managerial,
operatimaleechimcal and acconntme services, along wath macerials

ek sapplios toche Company's relephone subsidiaries In o

dance with regulatony accounnmge, men CHNPAL PRolit on teans
tions wath regubared attihutes bas oor been climmated i conme -
tion wath consoludatimge the resules o pperatons of the € [ETRNTA
When the regulared operations ot the Company to longer qualiny
tor the apphcation at Statement of Financal A comnting Standards
N THOSFAS 7100 "Accounting or the Etleors of Certain Types of
Regulanion, such i reomipany probe will be elimanared i sulise-
quent hoanoal statenunts, che promary resale o sohich will be a
decrease i operating exponses applicable o the Company s tele.
phione vperations and an i rease i operating expenises apphicable
to the Company s other operations seement The amoant of inive-
company protit wath regulated attiliares which was not elinmared
was approsumately $859 mullion, 37 7 mullion and 5.0 mallion in
1997 1990 and 115, FUspen tive Iy
apphicable e SFAS 71, see Reculation and € empetition - rher
Matters
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PAIORITY INTEREST
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HIOQUIDIEY AND CAPITAL RESOURCH
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prenaded By operations o provade a substantg portion of s cash
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and simall urban arcas <och as those o which the

Compan s operations are located. The Company does not believe
such comipetioon s ikely o matenally attece i the near term,
Phe Company tureher believes thar e may benetit from having the
oppertuenty to observe the etfeces of these developments in Lirge
ll‘l'.l“ I

arhens The Company will contmue to monitor ongoing
iz rezalaton, competinon and wedhnology and consider

which developments provude the mest favarable Gpportunities tor
thie Conmpaing to pursae

IN st b roaets VNptacdinmy thi As mentioned

€ owpy fraimy
abenc s Byents Attectng the Communications Industry, in My

o ehie OE adopred am order on umversal service. Dunng 1997

Hie Comipuny s rovenes from the USF mcreased approximately
b andhonctor which S 0.6 ollhon was applicable w the PTI
propertiost to 365 4 nulhon atter imcreasing 875 mulbion during
Poee Although the Company antioapates that it may expenicnce o
redi o it tederal support revenues ar some ponne an the
Tttt

Pt ment believes s premature t assess oF estimate

the sltimare smpace thereal There can be no assurance, loweyer,

thar sic b inpace wall not be marenial

Drarimg the Lot tew years, several states i which the € ompuny has
substantnl vperations ok legislative ur regularory steps o lurther
mirrndice competiton o the LEC business, Wile the Compuny
seasare ot only g tew companies which have regquested authoriza-
ton v prosde local exchange service m e Company's service
arvan, b s anticpated that simalar aooon may be taben by others i
thie tutiin

Iee Josnwe 09007 rhe LPSC ddipted a Cotsumer Price Protecoion
Plase cebie Plan o ettective July 1997, which inpacts all of the
Company s lephone subsidianes operanimg m Lomsana. The new
e ot regulation will bm s prmandy on proce aned qualiey of ser-
s Bander the Pl the Company's Loussina telephone sulby
sbiaries Dol rares wall b trogen tor s period of theee years and
ooy rates wall b troeen tor o perisd of two vears Although the
Plan B oo speatia term, the LPSC s required o review it by
i}

TR e Company's Lowstar telephone subsidiaries lave

the uption to propese  new platat any time it the LPSC deter-
mines that (0 ettec o COMPETITION XSS OF G itofeseen evenits
threaten che subsidian s abuliny t provade adeguate servie or

mpair s boandnd health

During 1995 the LPSC adopeed aoreealaton plan tor adepaon
telephane compames e Lowsaana Under dhis plan the ©omguan

deeess revenues were fosdued S 8 gl lion o 1o nul

-1TI‘! Si
Bromean PO nnd nhe €omipatin aniticipates Uit it acoess e e
will be vrther redued by appesaiately 318 sllon o oos

See Kesalos of Operatians - T lep b Chperatingis tor adidhitaonal

inlormuation

Coertam long distanoe carmees conrmi teqpuest that the Compuan
Pl e IR sy tafilled fabes 0r corLan ol ats telephions
subsidiaries Theee s assutance that these 1ot s wall oo
result e reduced inrasane wcess evenaes i et

rher Wabtonrs

e \llll||'t1 ton il ALCEUES TE TR SAs

Phe Company s roenbared ke phicas v atnmis
Fovmder whac b ehe Compann

i Iu]llll:t-| toc e ount for the comi ot ts of thie vane ko

prrocess, i b the oo o oy provetation o plane aned

cpipment encr bives approsed baoreenlatoes The oneoang appliva
hl|ll:§' of SEAS 71 eathe Comipany s rogulared el plwatie oparatians
i betng mumieored die to the e ime reealatorn
W b the e culated
atiomi ot STAS 70

adjustmenes recpred wall rosile i marerial estraondinies, ton

Il'pnl.lh\l CINVITONTIIL Ty erating '

rhi

fulll|‘.ll'-_\ o bt e agoadity tor the apph

i i gt

cash charge against carmines Wlide the amonne ot <ot e
AT J\I.' jrree sl estitmated ar thas tin mnatvagrenn ol bwdwes
that the nencash atter tax, extraondan g wonlid e Tarwe o
S50 bt i S 500 ol Seoc Nooe T ol Nores 1o

Comolularedd o sal Seatc s ton bl vetomtiat o

The Company Bas corvam sdibicabioms based on todoral, stane amd

lowad Taws rela Lie thie JrEetes Lo o e eovanemitnenn € gty on)

complunme theougeh 1997 Juive nor bees mare reab, and the
Company currently Bas ooreason o b liose thiat sich o osts wall

bevome material
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REPORT OF MANAGEMENT

Five Sharcholde s

Contury Teleplome Enrerprises, T

.“.:H.l_'

consoliadared tane al statemenes

ment has propared and s responsible tor the Compuany '
The comsolwdared timancal staee-
LANIN 1159 E‘.l\l IHI I e l“.lllli "o thf,ulu, W ||I| Ju nerally Akt |l||.i
dveniiiitine priciples and ecossanby e lode amounes determimesd
wnitiz ot bost pudements and estimates with constderation given 1o

Miate Tralitn

o Comnpany muontams intermal conerol systems and related ol

st v cdiir s signied to Preovade reasomable assuranee thaa

the worommtimg neconds accaratedy retlece business transacoons amd

tHiar the rransac tons are i accordance with management's autha.
Fisatm | Lis -In SR Mrtoring .m.i fosasaon of l]ll' systems of
wrcrnal contral imvalve, among other thangs, our judegment with
respect tothe relative cost and expecred beneties of spevitie conrrol
teasires Addiowonally, the Company mancans an nrernad aodie
iz b tene wlinc o mdependent by evaloates the ettecnveness of

wternal conrols, pohicwes and procedores and formally repores on

iy anid ehes tiveniess theroat

Lhe € ompany s consolidated tinancal starements have been audired
by RPMEG Poat Murwack LLE idependent ceratied public scooun-
tants who have expressed therr opomon with respect to the Lairness
ot the consolidated toanoal statements Theie audice was cod e ed
i ondanoe with geneeally accepred audimmge standards, which

il the comsaderanion of the Company's ieernal contrals e the
entent fecessary oo tormean independent opimion on the consolibar -

et il searcmients prepared by management

e Nudie € ommattee of the Board of Dircctors s composed ol
dhrvorors whiscare not otticers or emplovees of the Company. The
Commpttee mcets perdically with the imdependene cerntied

]

pobhe oot mreral anditors and managenient The

Commmmrree comsiders the audie scope and discusses ieesnal coneeal,
Pl e repornmge marters Hoty the andependent and teenal

snidetors b Tree aecess o el Commmtoe
} \__‘ (
K St MMq

K Stoware Bwang, Jr

Senior Ve Prosident amd Chied Fananoal COfficer

INDEPENDENT AUDITORS’ REPORT

Tl Boagd ot T hrectors

Comuny Telophone Fotorprises, T

Wi v aondiredd ehie o ety i cetsolubared Bodanoe sheers
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e a0, 197 pnd 1
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CONSOLIDATED STATEMENTS OF INCOME

OPFERATING RIEVEXNTES
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CONSOLIDATED BALANCE SHEETS

ASSETS
CURRENT ASSLETS
Cashiand cash equivalents >
Avcounts receivable
Customers, fess allowance of 35,951 and 84,327
Ocher
Marerials and supplies, at average cost
(ther
‘IHI.I: LUrrent assets
NET PROPERTY., PLANT AND | QUIPMENT
INVESTMENTS AND OTHER ASSETS
Excess cont of ner assets acquired, less accumulated
amortrzation ol 384,132 and $67,001
Other
Toral imvestments and other assers
FOTAL ASSETS .

LIABILITIES AND FQUITY
CLURRKENT LIABILITIES

Current matunines of long-term debe ~
Accounts payable
Acorued expenses and other currene labilines

Saliries and benetits

Tases

|III1 et

()iher
Advance billings and customer deposies

Teatal current Lalulities

LONG-TERAN DER
DEFERRED CREDITS AND OTHER LIABILITIES

STOCKHOLDERS EQUITY
Common stock, 3100 par valoe, authoreed 175,000,000 shares,
eued and vostandimg 91,105,067 17 and SU895,5 10 shares
|'.Ll-i 1 .||'|l.||
Inrealized holidimg gaim on investments, ner aof tases
Hoetaomed varmimes
incarned PSR sliires

Proteroed ston b noneredecmable

Festal <ron Kholders” equany
FTOTAL LIABILITIES .'\.\|)l\"‘ll'|-|\' b
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¥ ANMNUAL B

Comsounarnp Starements oF Casu Flows

... Yeat ended December 51,
e S e E R ) e X U, ]
{Dallary in thousandi)

OPERATING ACTIVITIES

Net income $ 255978 129,077 114,776
Adpustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization 159,495 132,021 113,770
Income frem unconsolidated cellular entities (27.794) (26,952) (20,084)
Minonity interest 5,498 6,675 8,084
Deferred income taxes 16,230 7.935 9,563
Gain on sales of assets (169,640) (8B1%5) (6,782)
Changes in current assets and
current liabilities:
Accounts receivable ; 7,649 (4,35%) (8,949
Accounts payable (25,440) 5,103 2,656
Ocher accrued taxes 58,205 1,285% (4,134)
Ocher current assets and other
current liabilities, net : 7,263 6,220 4,413%)
Increase in other noncurrent liabilities 2,173 4.30% 9,754
Other, net 7,702 4151 sAw
____Net cash provided by operating activities C 297,319 264,632 215,734
INVESTING ACTIVITIES
Acquisitions, net of cash acquired (1,543,814) (46,327) (22,130)
Payments tor property, plant and equipment (181,225) (222 88%) (196,592)
Investment in unconsolidated personal
cCOmMMmMuUNIcaArions services entity - 18,900 (20,000)
Investments in unconsolidated cellular entities (B10) (744) (8,013)
Distributions from unconsolidated cellular entities 16,825 15,648 4,957
Proceeds from sales of assets 202,705 - 19,95%3%
Purchase of life insurance investment (12,962) (5,944) (6, A18)
Note receivable 22,500 1,667 Hii
Other,nec ¢ (6,46 2106) _ (396)
Net cash used in investing activities (1,503,127) (241,791) (227 806)

FINANCING ACTIVITIES

Proceeds from issuance of long-term debe 1,312,546 59,649 205 987
Paymenrts of long-term debt (79,203) (37.021) (18377
Notes payable, net - HERL. {1 38.000)
Proceeds from issuance of common stock 14,156 10 089 6312
Cash dividends (22.671) (21.7™) LR
Orher, net TR o R SR i <t e (1.40%) I TRF o
Net cash provided by (used in) financing activities R 1,223,423 (221,99 15, 4%

Net 1o rease (devrease) oo cash and cash egquivalents 1760% B - -
Cank and b equivalents ot begimneng of year - ; ¥ oA LA ‘e
CASH AND CASH IQUIVALINTS AT ENDOF YEAR _ § Al .- LA

——— e et ey




CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQuUITY

|'|‘l
COMMON STOCK
Balanee ar begmmng of vear ~ 3,850
Fustrame v of cormmion stiwx L lor a LpuEsIt s ]
Comversion of convertible securnit s RO L oo stisck 2%
Pasiane e of common stock through divadend
revestment, e entive and benetie plans RITR]
Threv-tor-twi \llJlL.\l‘Ill AU TS
Boalance ar end ot Vear ooty
PALDIN CAPITAL
Wbt v oar begimming of vear o’
Fasuanoe ot common stock tor AL LIS TEINS V2l
Comversion of convernible securities o common stk LIS
Essiance of common stock through dividend
rernvestmeni, incentve and benetin plans R PR
Amortization ot uncarned compensaton and other 5,517
v-tor-twa st k \l‘!ht VAL, AN
lance at end of voar 1M AN
LNREALIZED HOLDING GAIN ON INVESTMENT >,
NET OF TAXES
Balance ar beginmmg of vear
Clange in unrealized holdimg gam onoanvestments, net of taxes L1893
alanoe ae end o year 11.859%
RETAINED EARNINGS
Balance ar begimming of year (R P
Nt i oame J55.9°N
C sk dividends de l.lrw{
Commom stk - 3207, 8 20 and 3,22 per share* (22200
Proeterred stk Canih
Balanee ar end of year RS HIER
ESNTARNTID ESOP SHARES
Bodarne ar begimming of vear R RILT
Raolease ot ESOWP slares _‘,h Al
Balanee at end of year [ERRTT
PRIJIRRED STOCK - NON-REDEEMABLI
Ialan o begimming ot year NI
Issiinee of proterred stack tor aguisitinns
oo rspom o et reed stoc koot common stok R EET
Walanioe ar end of year LN
TOTAL STOCKHOLDERS LQUITY s
COMMON SHARES OUTSTANDING
Walanoe ar beginming of year 30,854
Tasunanno e of common stk lor AL ST oS T
Comnversion of convertible securities imto commaon stock 232
Pastname v o « (NS HRTRTANEY E4T L IIJHH,I].:!I l!l\'llll;lhf
romvestment, icentve anad benelie plans A0S
Fhreo o rwo stk spli ML AGN
Balance ar end ot vear DI
Nlpostoad o rothiet snm ke sprhit S Naste 1o
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v Durning 199 the Company adopted Statemont

of Faancal Acoonntimg Standards Noo 123 05FAS 1237,
Accommning tor St k-Based Compensation ™ As allowed Iy SEAS
F2 the Compuany accounts tor emplover stock compensation plans
i acesndance with Accounomyg Ponciples Board Opinion N 25
Acconomg tor Stk Basued 1o Emplovess

t The Company consnders short term imvestimenns

with a mtaney an dare of parchase ot thrce months or Tos oo s

vasli cepuivadents

Cervam amin

LY |'lr|'\lmhi_\ I'l'|\||rtl.'l| Fol Pirsan vvars
Bave bevn rechssitied o contorme woth dhe 1997 presentation

Voarnr Nogguinvitinn

O Decomber 11997, Contary acqurad Pacetne Telecom T
PR i exchanee for 31508 Dillwnc cashe To timance the aeguis-
vion wlnch was sccoumted tor s apurcdase, Contury borrowal

S 1288 Dalhon under ts 316 billion semor uoseouned credie faeilin
dated Augast 28, 1997 wach NaowoosBank of Texas, oA and 4
svtinhicare ot ather lenders This debe matures i tve vears amd car
ros toanimne rare imeerest based apon London InrerBank €fered
Rares tor shortaeom pernds The worghited average interest rate o
this debt s of December 31, 1997 was 6070 Contary pand the
renander of the UL acquasimon prace warh available cash

Asresult ot the acgquesionn, the Company aeguared ) telephon
avcess hines located i tour madwestern SEATON, SEVCD Western) STafes

atid Abaska, to cellubar subse nibers i rwo mdwestern stares ol
‘\LI\‘ i

LTERMESVE EN

il Lok varions \'\Irrll'\\. tAlllll' televas

amd veher Ccommu

Phie purchase price wall be allocated o thie assers and Tabadisgs o

P Biseod v thierr estimiated taor va

e As of Pecembaer 21, 10097,
Suech allo
atiett wall be retined and talised. primanly as o rebates 1o mon

a predmnmany allocatsm o the pun use price was nade
current assers aned abaloes, doeimg 19098

Pho pelios g prss formia tormation represents the consolidined
tosules ot operitions of the Company as ot the PET acguisation bl
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Asroale ot the purchase of PTLL the Company reconded Approxi-

tatcle ST 2 Dllion o excess it ob e assets acgtred

Coonm b ] v tvzat o of 81606l

512N madbon and S0

tnblion tor P97 1M and 1995, respectivedy, s an luded in

Deprecitin and amnrtizaton” i the Company s Consolidated
Statcicnts of Jiconn

Pl Comipans v anvestments i marketable cguy seourities are

hassined s kbl tor il ond are reporred e tair value with
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For calculanon parposes, the ulomate health care cost rate was
asstimnued to range trom 15 w0 607 I the assumed healeh care
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i M 1997 the Compuany sold iy majonoy-owned compenitive
daecess subsidiary o Brooks Fiber Propernes, Inc, CBrooks™
exchange tor approvimacely 13 mallion shares of Brooks' commuon
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Nuo Inroamanon?

Coll 1-800-833-1188, Monday thiough Friday from 8 a.m. 1o 5
pm Centol Time lor stockrelated inquides. Cenain financial informa:
tion con abso be found on Century's corporale websile of
hitp://www.centurytel.com. Additional hinancial information is
available at no charge To oblain a copy of Century’s onnual report
on Form 10K and Corporate Summary contoct:

Jelt Glover

Director of Investor Relations

Century Telephone Enterprises, Inc.

PO. Box 4065

Monroe, lovisiana 7121 1-4065

1-800-833-1188 Telephone

3183889064 Fax

jglover@cio net E-mail

1800 7898656 Faxondemand.

DiviDEND REINVESTMENT PLAN

By porticipating in Century’s Dividend Reinvesimen! and Stock
Purchase Service [the Service), shareholders may purchase common
stock with their reinvested dividends ot market price. In order 1o por-
ticipate in this plan, individuols must own ot least one share of
Century stock. Under this service, shareholders pay no commission or
handling charge for purchases mode with reinvested dividends or
those made under the optional cash purchasing provision of the
Service. Puichases under the oplional cash purchase provision are
also made af matket price. Oplional payments must be of least $25
per payment with o maximum of $5,000 per quarter. Upon reques!,
shoreholders con obtain information on the Service from Century’s
Transker Agent

Hars Trust & Savings Bank

PO Box A3504

Chicago, llinois 606903504

1-B009696718

Century participates in the NAIC (National Association of Investors'

Corporation] low-cost investment plan and the Green Sheets progrom.

ANNUAL MEETING

Century’s annual meeting of shareholders will be held Thursday,
May 7. 1998, at 2 p.m. Cential Time ot the following location.
Haoliday Inn Prolessional Centre / Atrium

2001 louisville Avenve

Monioe, lovisiana

TRADING AND DIvIDEND INFORMATION®
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Conrorart HiapauaaTins
Ceniury Telephone Enterprises, Inc.
100 Century Park Drive

Monroe, lovisiona 71203

How 1o Contact Centunry
Headquarters 318-3889000
Invesior Relations  1-800-833-1 188
Faxondemand  1-B00-789-8656
Inlernet  www.centurytel com
Investor Relations

Email  jglover@cie nel
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PART I

Item 1. Business

General. Century Telephone Enterprises, Inc. (“*Century™) is a regional diversified communications
company engaged primarily in providing local exchange telephone services and cellular telephone services.
For the year ended December 31, 1997, telephone (local exchange) operations and wireless (cellular)
operations provided 59% and 34%, respectively, of the consolidated revenues of C entury and s
subsidiaries (the “Company"). All of the Company's telephone and cellular operations are conducted
within the continental United States and Alaska.

At December 31, 1997, the Company's local exchange telephone subsidiaries operated over 1.2
million telephone access lines, primarily in rural, suburban and small urban areas in 21 states, with the
largest customer bases located in Wisconsin, Washington, Alaska. Michigan, Louisiana, Colorado, Ohio,
Oregon and Montana. According to published sources, the Company is the tenth largest local exchange

telephone company in the United States based on the number of access lines served

At December 31. 1997, the Company's majority-owned and operated cellular systems served
approximately 570,000 customers in 21 Metropolitan Statistical Areas ( “"MSAs"), primarily concentrated in
Michigan, Louisiana, Arkansas, Mississippi, Wisconsin and Texas, and 23 Rural Service Areas (“RSAs" ).
most of which are in Michigan, Mississippi, Wisconsin, Louisiana and Arkansas. The Company’s
ownership interest in these markets represented approximately 8.1 million pops (the estimated population
of licensed cellular telephone markets multiplied by the Company's proportionate cquity interest in the
licensed operators thereof). At December 31, 1997, the Company also owned minority equity interests in
12 MSAs and 22 RSAs, representing approximately 2.2 million pops. Of the Company’s 10.3 million
aggregale pops, approximately 65% are attributable to the Company's MSA interests, with the balance
attributable 1o its RSA interests. Except for five MSAs and four RSAs, all of the cellular systems operated
by the Company are operated under wireline licenses. According to data derived from published sources,
the Company is the tenth largest cellular telephone company in the Unitcd States based on the Company's
10.3 million pops. See "Wireless Operations-Regulation and Competition-Cellular Licensing Process” for
more information on MSAs, RSAs and wireline licenses,

The Company also provides long distance, call cente., cable television and interactive services in

certain local and regional markets, as well as certain printing and related services.

Recent acquisitions and dispositions. On December 1, 1997 the Company acquired Pacific Telecom,
Inc. ("PTI") in exchange for $1.503 billion cash. As a result of the PTI acquisition, the Company acquired
(1) over 660,000 telephone access lines in four midwestern states, seven western states and Alaska, (ii) over

88,000 cellular customers in ten markets located in two midwestern states and Alaska, along with minority




equity interests in 12 other cellular markets, and (111) various wireless, cable television and other
communications assets. PT1's aggregate cellular equity interests represent 1.9 million pops. The operations

of PTI have been included in the Company's results of operations beginning December 1, 1997,

During late 1997 and early 1998, the Company acquired two security alarm businesses that provide

services to approximately 5,900 customers in north central Louisiana, southern Arkansas and northwestern
Mississippi.

In December 1997 the Company acquired an additional 76% interest in Wisconsin RSA 8 which is

adjacent to the Company’s existing cellular operations in southwestern Wisconsin.

During 1997 the Company exchanged its 89% interest in its competitive access subsidiary for
approximately 4.3 million shares of publicly traded securities. Approximately 3.8 million shares of such
stock were sold in November 1997 for $203 million and the remaining shares were converted into

approximately 1.0 million shares of WorldCom, Inc. in early 199§

In January 1997 the Company acquired Pecoco, Inc., a provider of local exchange telephone service
in four counties in Wisconsin. As a result of the acquisition, the Company acquired (1) more than 7,600
telephone access lines, (ii) a minority interest in two cellular partmerships serving Madison and Milwaukee,

Wisconsin, representing approximately 35,000 pops and (iii) certain cable television assets.

For several years prior to 1997, the Company has expanded its operations through an ongoing
program of acquisitions. Substantial acquisitions during the last five years include (1) the 1993 acquisition
of San Marcos Telephone Company (22,000 telephone access lines and 325,000 pops) and (i) the 1994
acquisition of Celutel, Inc. (over 1.1 million pops). The Company conuinually evaluates the possibility ol
acquiring additional telecommunications assets in exchange for cash, securities or both. and at any given
time may be engaged in discussions or negotiations regarding additional acquisitions. Although the
Company's primary focus will continue to be on acquiring telephone and wireless interests that are
proximate to its properties or that serve a customer base large enough for the Company to operate

efficiently, other communications interests may also be acquired.

In March 1998 the Company entered into a definitive agreement to acquire certain local exchange and
directory publishing assets from Ameritech for approximately $225 mullion. Under such agreement, the
Company would acquire, among other things, 85,000 telephone access hines in northern and central

Wisconsin. The transaction is expected to close in the fourth quarter of 1998 subject to, among other things,
regulatory approvals.




Orther. As of December 31, 1997, the Company had approximately 5,700 employees, approximately
1,100 of whom were members of eight different bargaining units represented by the International
Brotherhood of Teamsters, the Intenational Brotherhood of Electrical Workers, Communications Workers

of America, or the NTS Employee Committee. Relations with employees continue to be generally good.

Century was incorporated under Louisiana law in 1968 to serve as a holding company for several
telephone companies acquired over the previous 15 to 20 vears. Century's principal executive offices are

located at 100 Century Park Drive, Monroe, Louisiana 71203 and its telephone number is (318) 388-9000
TELEPHONE OPERATIONS

According to published sources, the Company is the tenth largest local exchange telephone company
in the United States, based on the more than 1.2 million access lines it served at December 31. 1997 All of
the Company 's access lines are digitally switched. Through its operating telephone subsidiaries, the
Company provides services to predominately rural, suburban and small urban markets in 21 states The
table below sets forth certain information with respect to the Company s access lines as of December 31,

1997 and 1996, and illustrates the substantial impact the PTI acquisition had on the Company ‘s telephone
operations:

December 31, 1997 December 31, 1996 )

Number of Percent of Number of Percent of

State access lines access lines access lines access lines

Wisconsin 245,091 20% 105,252 21%
Washington 166,611 14 - -
Alaska 124,869 10 - -
Michigan 104,440 9 88.483 18
Louisiana 94,452 8 92.677 18
Colorado 81,206 7 7,420 1
Ohio 77,987 7 75.103 15
Oregon 71,544 6 - -
Montana 57,390 5 - -
Arkansas 42,193 4 40,673 .
Texas 41,852 4 38,327 8
Minnesota 29,029 2 - -
Tennessee 24,578 2 23,507 5
Mississippi 17,839 2 16,211 3
Idaho 5,746 - 4,162 |
New Mexico 5,559 - 5.168 1
Indiana 4975 - 4,827 1
Wyoming 4,447 - - -
lowa 1.801 B 189 B
Arnizona 1,624 - 1.563 -
Nevada 437 . - N
1,203,650 mg'i 503,562 100%
k|




As indicated in the following table, the Company has experienced growth in its telephone operations
over the past several years, a substantial portion of which was attributable to the acquisition of PTI and

other telephone companies and to the expansion of services:

Year ended or as of December 31,

1997 1996 1995 1994 1993
(Dollars in thousands)

Access lines 1.203,650 503,562 480,757 454,963 434,691
% Residential 74% 77 78 79 80
%0 Business 26% 23 22 21 20

Operating revenues § 530,597 451,538 419,242 391,265 350,330

Capital expenditures S 115,854 110,147 136,006 152,336 131,180

Future growth in telephone operations is expected to be derived from (i) acquiring additional
telephone companies, (ii) providing service to new customers, (iii) increasing network usage and (iv)
providing additional services made possible by advances in technology and changes in regulation. For

information on developing competitive trends, see “-Regulation and Competition.”

In connection with its acquisition of PTI, the Company has reorganized its telephone operations into
three operating regions, including a new western region headquartered in Vancouver, Washington.
Substantially all of the new western region is comprised of local exchange companies ("LECs"), located in
seven western states and Alaska, which were acquired in the acquisition of PTI. As soon as practical. the
Company plans to offer long distance, Internet and certain other services in most of the local exchange

markets acquired in the PTI acquisition.
Services
The Company s local exchange telephone subsidiaries derive revenue from providing (i) local

telephone services, (ii) network access services and (iii) other related services. The following table reflects

the percentage of telephone operating revenues derived from these respective services:

1997 1996 1995

Local service 27.8% 269 26.6
Network access 60.2 612 61.7
Other 12.0 11.9 11.7
100.0% 100.0 100.0

Local service revenues are derived from the provision of local exchange telephone services in the
Company’s service areas. Intenal access line growth during 1997, 1996 and 1995 was 4.4%, 4.3% and
4.4%, respectively. The Company believes that access line growth in the future will benefit from

population growth in its service areas, acquisitions and the increase in the number of households




maintaining more than one access line. The Company markets local Internet access in 340 communities in

12 states, which the Company believes has led to an increase in orders for second lines.

Network access revenues primarily relate to services provided by the Company to long distance
carriers and other customers in connection with the use of the Company s facilities to originate and
terminate interstate and intrastate long distance telephone calls, Access charges to long distance carriers
and other customers are based on tariffed access rates filed with the Federal Communications Commission
("FCC") for interstate services and with the respective state regulatory agency for intrastate services.
Certain of the Company's interstate network access revenues are based on access charges filed directly with
the FCC; the remainder of such revenues are derived under revenue sharing arrangements with other LECs

administered by the National Exchange Carrier Association (“"NECA™)

Certain of the Company's intrastate network access revenues are derived throu gh access charges
billed by the Company to intrastate long distance carriers and other LEC customers. Such intrastate
network access charges are based on access tariffs, which are subject to state regulatory commission
approval. Additionally, certain of the Company's intrastate network access re venues, along with intrastate

long distance revenues, are derived through revenue sharing arrangements with other LECs

The installation of digital switches and related software has been an important component of the
Company's growth strategy because it allows the Company to offer enhanced services (such as call
forwarding, conference calling, caller identification, selective call ringing and call waiting) and to thereby
increase utilization of existing access lines. In 1997 the Company continued to expand its list of premium

services (such as voice mail and Internet access) offered in certain service areas and aggressively marketed
these services.

The Company is installing fiber optic cable in certain of its high traffic routes and provides alternative
routing of telephone service over fiber optic cable networks in several stralegic operating areas, At
December 31, 1997, the Company's telephone subsidiaries had over 5,100 miles of fiber optic cable in use,
of which approximately 2,000 miles were acquired in the PTI acquisition

Other revenues include revenues related to (i) leasing, selling, installing, maintaining and repairing
customer premise telecommunications equipment and wiring, (ii) providing billing and collection services
for long distance companies, (iii) participating in the publication of local directories and (iv) providing
Internet access. At the end of 1997, the Company offered Internet access in telephone markets representing
61% of its access lines. Centain large communications companies for which the Company currently
provides billing and collection services continue to indicate their desire to reduce their billing and

collection expenses, which may result in future reductions of the Company's billing and collection
revenues.




For further information on the regulation of the Company s revenues, sce “-Regulation and
Competition.”

Federal Financing Programs

Certain of the Company's telephone subsidiaries receive long-term financing from the Rural Utilities
Service ("RUS") and the Rural Telephone Bank (“RTB”). The RUS has made long-term loans to telephone
companies since 1949 for the purpose of improving telephone service in rural areas. The RUS continues to
make new loans at interest rates that range from 5% to 7% based on borrower qualifications and the cost of
funds to the United States govenment. The RTB, established in 1971, makes long-term loans at interest
rates based on its average cost of funds as determined by statutory formula (such rates ranged from 5.98¢,
10 6.54% for the fiscal vear ended September 30, 1997), and in some cases makes loans concurrently with
RUS loans. Most of the Company s telephone plant is pledged or mortgaged to secure obligations of the
Company s telephone subsidiaries to the RUS and RTB. The Company’s telephone subsidiaries which have

borrowed from government agencies generally may not loan or advance any funds to Century, but may pay
dividends if certain financial covenants are met.

For additional information regarding the Company's financing. sce the Company's consolidated
financial statements included in ltem 8 herein.

Regulation and Competition

Tradiionally, LECs have operated as regulated monopolies. Consequently, the majority of the
Company’'s telephone operations have traditionally been regulated extensively by various state regulatory
agencies (generally called public service commissions or public utility commissions) and by the FCC. As
discussed in greater detail below, passage of the Telecommunications Act of 1996 (the 1996 Act"),
coupled with state legislative and regulatory initiatives and technological changes, has fundamentally
altered the telephone industry by reducing the regulation of LECs and permitting competition in each
segment of the telephone industry. Although Century anticipates that these trends towards reduced

regulation and increased competition will continue, it is difficalt to determine the form or degree of future

rezulation and competition in the Company's service areas.

State regulation. The local service rates and intrastate access charges of substanually all of the
Company’s telephone subsidiaries are regulated by state regulatory commissions. Most of such
commissions have traditionally regulated pricing through “rate of return™ regulation that focuses on

authorized levels of eamings by LECs. Most of these commissions also (i) regulate the purchase and sale




of LECs, (i) prescribe depreciation rates and certain accounting procedures and (1) regulate various other

matters, including certain service standards and operating procedures.

In recent years, state legislatures and regulatory commissions having jurisdiction over the Company’s
telephone subsidiaries in several states in which the Company has substantial operations have either begun
to reduce the regulation of LECs or have announced their intention to do so, and it is expected that this
trend will continue. This reduced regulatory oversight of cerain of the Company’s telephone operations
may allow the Company to offer new and competitive services faster than under the traditional regulatory
process. Coincident with these efforts, legislative, regulatory and technological changes have introduced

competition into the local exchange industry. See “-Developments Affecting Competition ™

Substantially all of the state regulatory commissions have statutory authority, the specific limits of
which vary, to initiate and conduct eamings reviews of the LECs that they regulate. As part of the
movement towards deregulation, several states are moving away from traditional rate of return regulation
towards price cap regulation and incentive regulation (which are similar to the FCC regulations discussed
below), and are actively encouraging larger LECs 1o adopt these newer forms of price regulation. The
continuation of this trend may lead to fewer earnings reviews in the future Currently, however, most of the

Company’s LECs continue to be regulated under rate of retumn regulation

During 1995 the Louisiana Public Service Commission (“*LPSC") adopted a new regulatory plan for
independent telephone companies in Louisiana. For additional information, see “Regulation and
Competition™ in Item 7 herein. In 1997 the LPSC adopted a consumer Price Protection Plan (the "Louisiana
Plan"), effective July 1997, which impacts all of the Company’s telephone subsidiaries operating in
Louisiana. The new form of regulation will focus on price and quality of service. Under the Louisiana Plan.
the Company's Louisiana telephone subsidiaries’ local rates will be frozen for a period of three years and
access rates will be frozen for a period of two years. Although the Louisiana Plan has no specified term, the
LPSC is required to review it by mid-2000. The Company’s Louisiana telephone subsidiaries have the
option to propose a new plan at any time if the LPSC determines that (i) effective competition exists or (1)

unforeseen events threaten the subsidiary's ability to provide adequate service or impairs its financial
health.

The Company s telephone operations in Wisconsin that were acquired in the December 1997
acquisition of PTI have been regulated under an alternative regulation plan (the “Wisconsin Plan”) since
June 1996. The Wisconsin Plan has a five-year term and includes a provision that allows the Company s
subsidiary covered by such plan to adjust rates within specified parameters if certain q. “lity-of-service and

infrastructure-development commitments are met. The Wisconsin Plan also includes initiatives designed to
promote competition.




The Michigan Public Service Commission regulates the Company 's Michigan telephone subsidiaries
pursuant to the parameters established by the Michigan Telecommunications Act of 1995 ("MTA"), The

MTA focuses on price and quality of service as opposed to traditional methods of regulation.

FCC regulation. The FCC regulates the interstate services provided by the Company s telephone
subsidiaries primarily by regulating the interstate access charges that are billed to long distance companies
and other LEC customers by the Company for use of its local network in connection with the origination
and termination of interstate telephone calls. Additionally, the FCC has prescribed certain rules and
regulations for telephone companies, including regulations regarding the use of radio frequencies; a
uniform system of accounts; and rules regarding the separation of costs between Junisdictions and,
ultimately, between interstate services.

Effective January 1, 1991, the FCC adopted price-cap regulation relating to interstate access rates for
the Regional Bell Operating Companies (“RBOCs") and GTE Corporation. An annual opportunity to elect
price-cap regulation is available for other LECs. Under price-cap regulation, hmits imposed on a
company’s interstate rates will be adjusted periodically to reflect inflation. productivity improvement and
changes in certain non-controllable costs. In May 1993 the FCC adopted an optional incentive regulatory
plan for LECs not subject to price-cap regulation. A LEC electing the optional incentive regulatory plan
would, among other things, file tariffs based primarily on historical costs and not be allowed 1o participate
in the relevant NECA pooling arrangements. The Company has not elected price-cap regulation or the
optional incentive regulatory plan, but will continue to evaluate its options on a periodic basis. Either
election, if made by the Company, would have to be applicable 1o all of the C ompany s telephone
subsidiaries. The authorized interstate access rate of return for the Company's telephone subsidiaries 1s
I'1.25%, which is the authorized rate established by the FCC for LECs not govemed by price-cap regulation
or the optional incentive regulatory plan.

In February 1996 the FCC sought public comments on whether it should initiate a rate of return
represcription proceeding for LECs that are subject to rate of return regulation for interstate access

revenues. The Company is unaware of any significant developments in this proceeding

In an access charge reform order adopted in May 1997, the FCC changed its system of interstate
access charges to make them compatible with the deregulatory framework established by the 1996 Act.
Such changes are primarily applicable to price-cap companies. The C ompany's telephone subsidiaries
determine interstate revenues under rate of return regulation and are, therefore, only minimally impacted by
the access charge reform order. The FCC has indicated. however, that a separate access charge reform

proceeding would be initiated for rate of return companies.




In October 1997 the FCC issued a Notice of Proposed Rulemaking which would. among other things,
create a federal-state joint board to review jurisdictional separations procedures through which the costs of

regulated telecommunications services are allocated to the interstate and intrastate Jurisdictions.

High-cost support funds. revenue sharing arrangements and related matiers. A significant number of
the Company's telephone subsidiaries recover a portion of their costs under federal and state cost recoven
mechanisms that traditionally have allowed LECs serving small communities and rural areas to provide

communications services reasonably comparable to those available in urban areas and at reasonably
comparable prices.

The 1996 Act authorized the establishment of new federal and state universal service funds to provide
continued support to eligible telecommunications carriers. In May 1997 the FCC adopted an order on
universal service, as mandated by the 1996 Act. In the order, the FCC ruled that rural telephone companies
which are designated eligible telecommunications carriers will continue 1o receive universal service
funding. Each of the Company's LECs has been so designated by its respective state regulatory agency. As
aresult, the Company's LECs will continue to receive payments under the federal support mechanisms
currently in effect until the FCC adopts funding support mechanisms based on forw ard-leoking economic
costs, which it is required to do. but no earlier than January 2001. Although the Company anticipates that it
may experience a reduction in its federal support revenues at some point in the future. management
believes it is premature to assess or estimate the ultimate impact thereof. During 1997 and 1996 the
Company’s telephone subsidiaries received $65.4 million (of which $4.6 million was applicable 1o the PTI

properties) and $49.3 million, respectively, from the federal Universal Service Fund

As part of its universal service order, the FCC also established a new program to provide up to $2.235
billion of discounted telecommunications services annually to schools and libraries, commencing Januan
1998, In addition, the FCC established a $400 million annual fund 10 provide discounted
telecommunications services for rural health care providers. All communications carriers providing
interstate telecommunications services, including the Company's LECs and its cellular and long distance
operations, are required to contribute to these programs. In December 1997 the FCC. while reserving the
right to adjust such amounts if demand increases, modified the amounts to be collected during the first six
months of 1998 to no more than $625 million for schools and libraries and no more than $50 million for
rural health care providers. The FCC has stated that local exchange telephone companies will recover their
tunding contributions in their rates for interstate services. The Company currently estimates that the

contribution by its cellular and long distance operations for 1998 will approximate $3.5 million.

Some of the Company's telephone subsidiaries operate in states where traditional cost recovery

mechanisms, including rate structures, are under evaluation or have been modified. See “-State




Regulation.” There can be no assurance that these states will continue to provide for cost recovery at
current levels.

Substanually all of the Company’s LECs concur with the common line tariffs and certain of the
Company’s LECs concur with the traffic sensitive tariffs filed by the NECA. such LECs participate n the
access revenue sharing arrangements administered by the NECA for interstate services. All of the intrastate
network access revenues of the Company's LECs are based on access charges. cost separation studies or

special settlement arrangements. See “-Services.”

Certain long distance carriers continue to request that certain of the Company's LECs reduce

intrastate access tariffed rates. There is no assurance that these requests will not result in decreased access
revenues.

Developments affecting competition. The communications industry is currently undergoing
fundamental changes which may have a significant impact on the future operations and financial
performance of all communications companies. Primarily as a result of legislative and regulatory initiatives
and technological changes, competition has been introduced and encouraged in each sector of the telephone

industry, including, most recently, the local exchange sector. As a result. the number of companies offering
competitive services has increased.

As indicated above, in February 1996 Congress enacted the 1996 Act, which obligates LECs to
permit competitors to interconnect their facilities to the LEC's network and to take various other steps that
are designed to promote competition. The 1996 Act imposes several duties on a LEC if it receives a
specific request from another entity which seeks to connect with or provide services using the LEC’s
network. In addition, each incumbent LEC is obligated to (i) negotiate interconnection agreements in good
faith, (ii) provide “unbundled” access to all aspects of the LEC's network. (i11) offer resale of its
telecommunications services at wholesale rates and (iv) permit competitors to collocate its physical plant
on the LEC’s property, or provide virtual collocation if physical collocation is not practicable. Although the
1996 Act provides certain exemptions for rural LECs such as those operated by the Company, the FCC's
August 1996 order implementing most of the 1996 Act's interconnection provisions placed the burden of
proving the continuing availability of these «xemptions on rural LECs. In July 1997 the U.S. Coun of
Appeals for the Eighth Circuit overtumed several provisions of the FCC's August 1996 interconnection
order, including the rules placing the burden of proof on rural LECs 1o retain their rural cxemption. This
decision has been appealed to the United States Supreme Court. States are permitted to adopt laws or
regulations that provide for greater competition than is mandated under the 1996 Act. Mai..gement believes
that competition in its telephone service areas will ultimately increase as a result of the 1996 Act, although
the form and degree of competition cannot be ascertained until such time as the FCC (and, in certain

instances, state regulatory commissions) adopts final and nonappealable implementing regulations.
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Substantially all of the 21 states in which the Company provides telephone services have taken
legislative or regulatory steps to further introduce competition into the LEC business. Largely as a result
thereof, several competitive access providers originally organized to provide redundancy or access services
have begun, during the past few years, to provide competitive local exchange services, principally in larger
urban areas. Moreover, several well-capitalized long distance, cable television and electric utility
companies, along with several start-up companies, have also begun to provide competitive local exchange
services or announced their intention to do so, and wireless companies and other emerging technology
companies are expected to explore their opportunities in this market. While the Company is aware of only a
few companies that have requested authorization to provide local exchange service in the Company’s
service areas, the Company expects to face additional competition in the future from competitive providers,

especially in its operating areas located near larger urban areas.

In addition to receiving services directly from companies competing with incumbent LECs, long
distance companies and other users of toll service are expected to increasingly seek other means to bypass
LECs’ switching services and local distribution facilities. Certain interexchange carriers provide services
which allow users to divert their traffic from LECs’ usage-sensitive services to their flat-rate services. In
addition, users or long distance companies may construct, modify or lease facilities to transmit traffic
directly from a user to a long distance company. Cable television companies, in particular, may be able 1o
modify their networks to partially or completely bypass the Company s local network. Moreover. users
may choose to use wireless services to bypass LECs’ switching services. Although cenain of the

Company’s telephone subsidiaries have experienced a loss of traffic to such bypass. the Company believes

that the impact of such loss on revenues has not been significant.

Historically, cellular telephone services have complemented traditional LEC services. However, the
Company anticipates that existing and emerging wireless technologies will increasingly compete with LEC
services. Technological and regulatory developments in cellular telephone, personal communications
services, digital microwave, coaxial cable, fiber optics, local-multipoint-distribution services and other
wired and wireless technologies are expected to further permit the development of altemnatives to traditional
landline services. For further information on certain of these developments, see “Wireless Operations -
Regulation and Competition.”

To the extent that the telephone industry increasingly experiences competition, the size and resources
of each respective competitor may increasingly influence its prospects. Many companies currently
providing or planning to provide competitive communication services have substantially greater financial

and marketing resources than the Company, and several are not subject to the same regulatory constraints
as the Company.




The Company anticipates that the traditional operations of LECs will be ncreasingely impacted by
continued technological developments as well as legislative and regulatory initiatives affecting the ability
of LECs to provide new services and the capability of cable television companies, long distance companies,
competitive local exchange providers and others to provide competitive LEC services. Competition relating
to services traditionally provided solely by LECs is expected to initially affect large urban areas 1o a greater
extent than rural, suburban and small urban areas such as those in which the C ompany operates. The
Company intends to actively monitor these developments, 1o observe the effect of CMErging competitive
trends in initial competitive markets and to continue 1o evaluate new business opportunities that may arise

out of future technological, legislative and regulatory developments.

The Company anticipates that regulatory changes and competitive pressures may result in future
revenue reductions in its telephone operations. However, the Company anticipates that such reductions may
be minimized by increases in revenues attributable to the continued demand tor enhanced services and new

product offerings. While the Company expects its telephone revenues to continue to grow, its interna!

telephone revenue growth rate may slow during upcoming periods.

WIRELESS OPERATIONS

At December 31, 1997, the Company s cellular holdings represented approximately 10.3 million
pops, of which 65% were applicable to MSAs and 35% were RSA pops. According to data denived from

published sources, the Company is the tenth largest cellular telephone company in the United States based
on the Company’s 10.3 million pops.

Immediately prior to the Company's acquisition of PT1 in December 1997, the Company’s ratio of
owned cellular pops to telephone access lines was 15:1. As a result of the Company's acquisition of the PTI
properties, the Company's ratio of owned cellular pops 1o telephone access lines has decreased to 8: 1.

Certain of the Company's cellular markets overlap some of the Company's telephone service areas,

Cellular Industry

The cellular telephone industry has been in existence for approximately 15 years in the United States.
The industry has grown significantly during this period and cellular service is now available in substantially
all areas of the United States. According to the Cellular Telecommunications Industry Association, at June

1997 there were estimated to be over 48 million cellular customers across the United States.

Cellular telephone service is capable of high-quality, high-capacity communications to and from

vehicle-mounted and hand-held telephones. Cellular systems, if properly designed and equipped, are




capable of handling thousands of calls at any given time and are capable of providing service to tens of
thousands of subscribers in a market.

Until recently. substantially all radio transmissions of cellular systems were conducted on an analog
basis. Technological developments involving the application of digital radio technology offer certain
advantages over analog technologies. including exp-1ding the capac ity of mobile communications systems,
improving voice clarity, permitting the introduction of new services, and making such systems moré
private. Providers of certain services competitive with cellular have incorporated digital technology into
their operations. In recent years most major cellular carriers have installed digual cellular voice
transmission facilities in certain of their systems, principally in larger markets Digital service 15 now
operational in ten of the Company’s MSA markets and the Company plans to significantly expand the

marketing of such service during 1998. See “-Regulation and Competition-Developments Affecting
Wireless Competition.”

Construction and Maintenance

The construction and maintenance of cellular systems is capital intensive. Although all of the
Company’'s MSA and RSA systems are operational, the Company has continued to add cell sites to increase
coverage, provide additional capacity, expand arcas where hand-held cellular phones may be used and
improve the quality of these systems. In 1997 the Company completed construction of 49 cell sites in
markets operated by the Company and added 155 cell sites through acquisitions. At December 31, 1997,
the Company operated 558 cell sites in its majority-owned markets

During the last few vears thc Company upgraded certain portions of its cellular systems to be capable
of providing digital service. Such service became operational in certain markets during 1996 and 1997
using the TDMA digital standard and the Company plans 10 install digital voice transmission facilities in
other markets in 1998. See “-Regulation and Competition-Developments Affecting Wireless Competition
Capital expenditures related to majority-owned and operated cellular systems totaled approximately $39
million in 1997. Due partially to previously planned projects carried over from 1997 and the PTI

acquisition, such capital expenditures for 1998 are anticipated to be approximately $90 million

Strategy

The Company’s business development strategy for its cellular telephone operation s to secure
operating control of service areas that are geographically clustered. Clustered cellular systems aid the
Company's marketing efforts and provide various operating and service advantages. Approximately 43% of

the Company's pops in markets operated by the Company are in a single, contiguous cluster of eight MSAs




and nine RSAs in Michigan; another 17% are in a cluster of five MSAs and seven RSAs in northern and

central Louisiana, southern Arkansas and eastern Texas. See “-The Company’s Cellular Interests.”

Another component of the Company s strategy for cellular operations includes capluring revenues
from roaming service. Roaming service revenues are derived from calls made in one cellular service area
by subscribers from other service areas. Roaming service is made possible by technical standards requiring
that cellular telephones be functionally compatible with the cellular systems in all United States market
areas. The Company charges premium rates (compared to rates charged to the Company’s customers) for
roaming service provided 1o most non-Company customers. The Company 's Michigan cellular properties
include a significant portion of the interstate highway corridor between C hicago and Detroit. Its Louisiana
properties include an east-west interstate highway and a north-south interstate highway which intersect in
its Louisiana cellular service area. Its Mississippi properties include two east-west interstate highways and

two north-south interstate highways. See *-Services, Customers and System Usage ™

Marketing

‘The Company markets its cellular services through several distribution channels. including its direct
sales force, retail outlets owned by the Company and independent agents. At December 31, 1997, the
Company’s cellular sales force consisted of approximately 375 sales employees. which gencrated
approximately one-half of the Company’s new subscribers in 1997, and approximately 525 independent
agents. Each sales employee and independent agent solicits cellular customers exclusively for the
Company. Company sales employees are compensated by salary and commission and independent sales
agents are paid commissions. The Company advertises its services through various means including direct

mail, billboard, magazine, radio, television and newspaper ad crtisements

The sales and marketing costs of obtaining new subscribers include advertising and a direct expense
applicable to most new subscribers, either in the form of a commission payment to an agent or a
salary/incentive payment 10 a direct sales person. In addition, the Company discounts the cost of cellular
telephone equipment, and periodically runs promotions which provide some amount of initial activation,
access or airtime free to new subscribers. The average cost of acquiring each new customer ($280 in 1997)

remains one of the largest expenses in conducting the Company's cellular operations.

Services, Customers and System Usage

There are a number of different types of cellular telephones, all of which are currently compatible

with cellular systems nationwide. The Company sells a full range of vehicle-mounted, transportable, and
hand-held portable cellular telephones.




The Company charges its subscribers for access to its systems. for minutes of use and for enhanced
services, such as voice mail. A subscriber may purchase certain of these services separately or may
purchase rate plans which bundle these services in different ways and are designed to fit different calling
patterns. While the Company historically has typically charged its customers separately for custom-calling
features, air time in excess of the packaged aniount, and toll calls, it currently offers plans which include
features such as unlimited toll calls and unlimited weekend calling in certain calling areas. Custom-calling
features provided by the Company include call-forwarding, call-waiting. three-way calling and no-answer
transfer. The Company offers voice message service in many of its markets. In the Company's markets

where digital service is operational, customers can subscribe to caller ID and other digital enhancements.

Cellular customers come from a wide range of occupations. They typically include a large proportion
of individuals who work outside of their office, such as employees in the construction, real estate,
wholesale and retail distribution businesses, and professionals. More customers are selecting portable and
other transportable cellular telephones as these units become more compact and fully featured, as well as
more aitractively priced. The Company's average monthly cellular service revenue per customer declined
10 $61 in 1997 from $63 in 1996 and $66 in 1995. The Company’s average service revenue per customer is
expected to decline in 1998 as a result of the PTI acquisition (due to PTI's historically lower average
monthly service revenue per customer). Such average revenue per customer may further decline (i) as
market penctration increases and additional lower usage customers are activated and (i) as competitive

pressures from current and future wireless communications providers intensify. See “-Regulation and
Competition.”

Most cellular systems allow a customer 1o place or receive a call m a cellular service area away from
the customer’s home market area. The Company has entered into “roaming agreements” with operators of
other cellular systems covering virtually all markets in the United States: such agreements offer the
Company's customers the opportunity to roam in these markets. Also. a customer of a participating non-
Company system traveling in a market operated by the Company where this arrangement is in eflect is able
to automatically make calls on the Company's system. The charge 10 a non-Company customer for this
service is typically at premium rates, and is billed by the Company 1o the customer’s home system, which
then bills the customer. In most instances, based on competitive factors and financial considerations, the
Company charges an amount to its customers that is equal to or lower than the amouni actually charged by
the servicing cellular carrier for roaming. The Company anticipates that competitive factors and industry

consolidation may place further pressure on charging premium roaming rates. For additional information
oOn roaming revenue, see “-Strategy.”

Roamer fraud, a cellular industry problem, occurs when cellular telephone equipment is programmed
to conceal the true identity and location of the user. The Company and the industry have implemented

extensive fraud control processes in an attempt to minimize roamer fraud.

15




Churn rate (the average percentage of cellular customers that terminate service each month) is an
industry-wide concem. A significant portion of the chum in the Company s markets is due to the Company
disconnecting service to cellular customers for nonpayment of their bills. In addition, the Company faces
substantial competition from the other cellular provider in certain of its markets and has begun to face
competition from PCS providers in a few of its markets. The Company’s chum rate was 2 31% 0 1997 and
2.37% in 1996. The Company is attempting 1o lower its chum rate by increasing its proactive customer

service efforts and through the implementation of additional customer retention programs

During recent years. the Company’s cellular subsidiaries experienced strong subscriber growth in the

fourth quarter, primarily due to holiday season sales.

The following table summarizes, among other things. centain information about

the Company's customers and market penetration:

Year ended or at December 31,

1997 1996 1995
Majority-owned and operated MSA and RSA
systems (Note 1):
Celluiar systems operated 44 34 33
Cell sites 558 354 277
Population of systems operated (Note 2) 9,008,219 7.097.568 6.877.598
Customers (Note 3);
At beginning of period 368,233 290,075 211.710
Additions 193.623 165.377 139,836
Net acquisitions/dispositions 123,600 4,850 8,699
Disconnects, net of reconnects 115473 92.069 70.170
At end of period 569.983 368,233 290,075
Market penetration at end of period (Note 4) 6.3% 5.2 42
Churn rate (Note 5) 231% 2.37 242
Average monthly cellular service revenue
per customer 5 6l 03 60
Construction expenditures (in thousands) $ 39102 83.679 41,990
All operated MSA and RSA systems (Note 6):
Cellular systems operated 50 38 37
Cell sites 656 413 324
Population of systems operated (Note 2) v 10,124,759 7.946.442 7,721,569
Customers at end of period (Note 7) 632,446 407,400 313430
Market penetration at end of period (Note 8) 62% bl 4.1
Chumn rate (Note 5) 2.33% 2:32 239
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Notes:

I. Represents the number of systems in which the Company owned at leasta 50% interest.
The revenues and expenses of these cellular markets, all of which are operated by the Company, are
included in the Company’s consolidated operating revenues and operating expenses,

2. Based on independent third-party population estimates for each respective year.

3. Represents the approximate number of revenue-generating cellular telephones served by the

cellular systems referred to in note 1.

4. Computed by dividing the number of customers at the end of the period by the total population
of systems referred to in note 1.

5. Represents the average percentage of customers that are disconnected on a monthly basis,

6. Represents the total number of systems that the Company operated, including systems in which

it does not own a majority interest.

7. Represents the approximate number of revenue-generating cellular telephones served by the
cellular systems referred to in note 6.

8. Computed by dividing the number of customers at the end of the period by the total population
of systems referred to in note 6.

The Company’s Cellular Interests

The Company obtained the right to provide cellular service through (i) the FCC’s licensing
process described below, under which it received interests in wireline licenses. and (11) its acquisition
program, under which it has acquired interests in both wireline and non-wireline licenses. The table below

sets forth certain information with respect to the interests in cellular svstems that the Company owned as of
December 31, 1997:

The Other
1997 Company’s cellular
population Ownership pops at operator
(Note 1) percentage 123197 (Note 2)
Majority-owned and operated MSAs
Pine Bluff, AR 82,616 100.00% 82.616 SRHC
Texarkana, AR/TX 137,665 £9.00 122,522 ATET
Alexandria, LA 144,523 100.00 144,523 Centennial
Monroe, LA 147,753 87.00 128,545 AT&ET
Shreveport, LA 380,333 87.00 330,890 ATET
Battle Creek, Ml 193,965 97.00 188.146 Centennial
Benton Harbor, MI 161,421 97.00 156.578 Centennial
Grand Rapids, Ml 758,622 97.00 735.863 AirTouch
Jackson, Ml 155,167 97.00 150,512 Centenmial
Kalamazoo, M1 305,743 97.00 296,571 Centenmal
Lansing-E. Lansing, Ml 509,507 97.00 494 222 AirTo.ch
Muskegon, Ml 190,153 97.00 184,448 AirTouch
Saginaw-Bay City-
Midland, M1 403,413 91.70 369,930 AirTouch




[Ority -0w rated MSAs (continued
Biloxi-Gulfport, MS (Note 4) 230,242 96.45 222.07|
Jackson, MS (Note 4) 424,152 88.31 374,587
Pascagoula, MS  (Note 4) 129421 89.05 115.248
Brownsville-

Harlingen, TX (Note 4) 321,534 78.74 253.173
McAllen-Edinburg-

Mission, TX (Note 4) 508,926 69.50 353.69]
Appleton-Oshkosh-

Neenah, W1 498.367 98.85 492,624
Eau Claire, W1 143,834 55.50 79,828
LaCrosse, W1 102,819 95.00 97.678

5,930,176 5.374.266
Minority-owned MSAs (Note 3)
Little Rock, AR 552,830 36.00% 199.019
Lafayette, LA 261,276 49.00 128.025
Detroit, M1 4,618,871 3.20 147.711
Flint, M| 509418 3.20 16,291
Rochester, MN 113,681 293 3.331
Austin, TX 987,525 35.00 345,634
Dallas-Ft. Worth, TX 4,548,203 0.50 2741
Sherman-Denison, TX 101,516 0.50 508
Green Bay/Brown

County, WI 215,185 20.11 43,274
Madison, W1 700,610 978 68.513
Milwaukee, W1 1,979,672 17.96 355,608
Wausau, W] 122,436 1.00 1,224

14,711,223 1.331.879
Total MSAs 20,641,399 6.706.145
Q -]
Alaska 1 (Note 4) 128,044 100.00% 128.044
Alaska 3 74,427 100.00 74.427
Arkansas 2 86,426 52.00 70.869
Arkansas 3 103,692 82.00 85.027
Arkansas 11 66,783 89.00 39,437
Arkansas 12 187,065 80.00 149,652
Louisiana | 113,313 87.00 98,582
Louisiana 2 116,256 87.00 101,143
Louisiana 3 B2 95,283 87.00 82.896
Louisiana 4 72,909 100.00 72.909
Michigan | 198,058 100.00 198,058
Michigan 2 112,864 100.00 112,864
Michigan 3 161,448 42.84 69.165
Michigan 4 133,783 100.00 133,783
Michigan § 159,061 42.84 68,142
Michigan 6 139,515 98.00 136,725
Michigan 7 240,993 56.07 135,126
Michigan 8 100,094 97.00 97.091
Michigan 9 298,548 43.38 129,510
Mississippi 2 (Note 4) 247,820 100.00 247,820
Mississippi 6 (Note 4) 183,383 100.00 183,383
Mississippi 7 (Note 4) 181,267 100.00 181,267
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Operated RSAs (continued)

Texas 7 B6 57,934 89.00 51,561 AT&T
Wisconsin | 111,767 42.21 47.174 Price Cellular
Wisconsin 2 83,963 99.00 85,103 Price Cellular
Wisconsin § 95,526 - - Price Cellular
Wisconsin 6 116,043 57.14 66,310 LS. Cellular
Wisconsin 7 290,190 22.70 65.878 US Cellular
Wisconsin 8 236,128 §2.00 193 625 US Cellular
4.194 583 3.125.571
Non-operated RSAs _(Note 3)
Arizona 2 257,151 21.30% 54.891
Michigan 10 136.216 26.00 35416
Minnesota 7 171,922 293 3,037
Minnesota 8 67915 293 1,990
Minnesota 9 134,921 2.93 3.953
Minnesota 10 230,358 293 6,750
Minnesota 11 206,149 293 6.040
New Mexico 4W 139,598 35.71 49 856
Oregon 2 74,465 22.00 16,382
Oregon 3 151,017 15.97 24,121
Oregon 6 195,630 37.50 73.361
Texas 106 330,320 9.60 LT
Washington 5 59,476 847 5,039
Washington 8 136,337 7.36 10,028
Wisconsin 3 141,685 42.86 60,722
Wisconsin 4 119,513 30.05 35,887
Wisconsin 10 129,653 22 50 20172
2.682 926 4503356
Total RSAs 6.877.509 3,575.927
27,518,908 10,282,072
Notes:
I. Based on 1997 independent third-party population estimates.
2. Information provided 1o the best of the Company's Lnowledge
3. Markets not operated by the Company
4. Represents a non-wireline interest.

Operations

A substantial number of the cellular systems in MSAs operated by the Company are owned by limited
partnerships in which the Company is a general parter (“MSA Partnerships”). Most of these partnerships
are governed by partnership agreements with similar terms, including, among other things, customary
provisions concerning capital contributions, sharing of profits and losses. and dissolution and termi 2tion
of the partnership. Most of these partnership agreements vest complele operational control of the
partnership with the general partner. The general partner typically has the power 1o manage, supervise and
conduct the affairs of the partnership, make all decisions appropriate in connection with the business

purposes of the partnership, and incur obligations and execute agreements on behalf of the partnership, The




general partner also may make decisions regarding the time and amount of cash contributions and
distributions, and the nature, timing and extent of construction, without the consent of the other partners.

The Company owns more than 50% of all of the MSA Partnerships.

A substantial number of the cellular systems in RSAs operated by the Company are also owned by
limited or general partnerships in which the Company is either the general or managing partner (the "RSA
Partnerships™). These partnerships are governed by parinership agreements with varying terms and
provisions. In many of these partnerships. the noncontrolling partners have the right to vote on major issues
such as the annual budget and system design. In a few of these partnerships. the Company's management
position is for a limited term (similar to a management contract) and the other partners in the partnership

have the right to change managers, with or without cause. The Company owns less than 50% of some of the
RSA Parmerships.

The partnership agreements for both the MSA Pantnerships and RSA Partnerships generally contain
provisions granting all partners a right of first refusal in the event a panner desires 1o transfer a partnership

interest. This restriction on transfer can under certain circumstances make these partnership interests more
difficult to sell to a third party.

Revenue

The following table reflects the major revenue categories for the Company's wireless operations as a
percentage of wireless operating revenues in 1997, 1996 and 1995.

1997 1996 1995

Cellular access fees and toll revenues 78.2% 797 79.5
Cellular roaming 200 18.6 17.7
Equipment sales 1.8 1.7 28
100.0% 100.0 100.0

For further information on these revenue categories, see “-Services. Customers and System Usage.”

Regulation and Competition

As discussed below, the FCC and various state public utility commissions regulate, among other

things, the licensing, construction, operation, interconnection arrangements, sale and acquisition of cellular
telephone systems.

Competition between cellular providers in each market is conducted principally on the basis of
services and enhancements offered, the technical quality and coverage of the system, quality and
responsiveness of customer service, and price. Competition may be intense. For a listing of the other

cellular operator in cellular markets operated by the Company, see “- The Company’s Cellular Interests."
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Under applicable law, the Company is required to permit the reselling of its services. In certain larger
markets and in certain market segments. competition from resellers may be significant. There is also

substantial competition for sales agents. Certain of the Company's competitors have substantially greater
assets and resources than the Company:.

Cellular licensing process. The term "MSA” means a Metropoliton Statistical Area for which the
FCC has granted a cellular operating license. The term "RSA" means a Rural Service Area for which the
FCC has granted a cellular operating licer se. During the 1980's and early 1990°s, the FCC awarded two
10-year licenses to provide cellular service in each market. Initially, one license was reserved for
companies offering local telephone service in the market (the wireline carrier) and one license was
available for firms unaffiliated with the local telephone company (the non-wireline carrier). Since mid-
1986, the FCC has permitted telephone companies or their affiliates to acquire control of non-wireline
licenses in markets in which they do not hold interests in the wireline license. The FCC has issued a
decision that grants a renewal expectancy during the license renewal period to incumbent licensees that
substantially comply with the terms and conditions of their cellular authorizations and the FCC’s
regulations. The licenses for the MSA markets operated by the Company were initially granted between
1984 and 1987, and licenses for operated RSAs were initially granied between 1989 and 1991 Thus far, the

Company has received 10-year extensions of all of its licenses that have become subject to renewal since
their original grant dates.

The completion of an acquisition involving the transfer of control of a cellular svslem requires prior
FCC approval and, in cenain cases, receipt of other federal and state regulatory approvals. The acquisition
of a minority interest generally does not require FCC approval. Whenever FCC approval is required, any

interested party may file a petition to dismiss or deny the application for approval of the proposed transfer.

In addition to regulation by the FCC, cellular systems are subject to certain Federal Aviation

Administration tower height regulations concerning the siting and construction of cellular transmitter
towers and antennas.

Cellular operators are also subject to state and local regulation in some instances. Although the FCC
has pre-empted the states from exercising jurisdiction in the areas of licensing, technical standards and
market structure, certain states require cellular operators to be centified. In addition, some state authorities
regulate certain aspects of a cellular operator’s business, including certain aspects of pricing, the resale of
long distance service to its customers, the technical arrangements and charges for interconnection with 1 -
landline network. and the transfer of interests in cellular systems. The siting and construction of the cellular

facilities may also be subject to state or local zoning, land use and other local regulations.
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Developments affecting wireless competition. Competition in the cellular industry has increased due
to continued and rapid technological advances in the communications field. coupled with legislauve and
regulatory changes.

Several recent FCC initiatives have resulted in the allocation of additional radio spectrum or the
issuance of licenses for emerging mobile communications technologies that are competitive with the
Company s cellular and telephone operations, including personal communication services (“PCS").
Although there is no universally recognized definition of PCS, the term is generally used to refer to
wireless services to be provided by licensees operating in the 1850 MHz 10 1990 MHz radio frequency
pand using microcells and high-capacity digital technology. In 1996 and carly 1997 the FCC auctioned up
to six PCS licenses per market. Two 30MHz frequency blocks were awarded for each of the 51 Rand
McNally Major Trading Areas (“MTAs"), while one 30MHz and three 10M1Hz frequency blocks were
awarded for each of the 493 Rand McNally Basic Trading Areas (“BTAs")

PCS technology permits PCS operators 10 offer wireless data, image and mulumedia services. The
largest PCS providers commenced initial operations in late 1996 and increased their operations in 1997
These providers have initially focused on larger markets, and have generally marketed PCS as being a
competitive service 10 cellular. Thus far the Company has experienced PCS competition in only a few of its
cellular markets. The extent to which PCS will offer services in the C ompany s markets that are
complementary or competitive with cellular services is uncertain, and is expected to be influenced by

continuing developments in PCS and cellular technologies.

In addition to PCS, users and potential users of cellular systems may find their communication need:
satisfied by other current and developing technologies. Several years ago the FCC authorized the licensees
of certain specialized mobile radio service (“SMR") systems (which historically have generally been used
by taxicabs and tow truck operators) to configure their systems into digital networks that operate in a
manner similar to cellular systems. Such systems are commonly referred to as enhanced specialized mobile
radio service ("ESMR") systems. The Company believes that ESMR systems are operating in a few of its
cellular markets. One well-established ESMR provider has constructed a nationwide digital mobile
communications system to compete with cellular systems. Other similar communication services that have
the technical capability to handle wireless telephone calls may provide competition in certain markets,
although these services currently lack the subscriber capacity of cellular systems. Paging or beeper services
that feature text message and data display as well as tones may be adequate for potential subscribers who
do not need to communicate with the caller. Mobile satellite systems. in which transmissions are between

mobile units and satellites, may ultimately be successful in obtaining market share from cellular systems
that communicate directly to land-based stations.




Recently, several large cellular providers have merged with other companies or formed joint ventures
Several of these joint ventures pooled their resources to purchase PCS licenses and to develop the
associated markets. Many current or potential competitors of the Company have substantially greater
financial and marketing resources than the Company.

Although it is uncertain how PCS, SMR, ESMR, mobile satellites and other emerging technologies

will ultimately affect the Company, the Company anticipates that it will face increased competition in some

of its markets in the near term. However, management believes that providing digital services and applying
new microcellular technologies should permit its cellular systems 1o provide services comparable with the
emerging technologies described above, although no assurances can be given that this will happen or that

future technological advances or legislative or regulatory changes will not create additional sources ol
competition.

OTHER OPERATIONS

The Company provides long distance, call center, cable television and interactive services in certain
local and regional markets, as well as certain printing and related services. The results of these operations,
which accounted for 7.0% and 2 4%, respectively, of the Company’s consolidated revenues and operating

income during 1997, are reflected for financial reporting purposes in the “Other operations” section in
operating income,

Long distance. In 1996 the Company began marketing long distance service in all of its equal access
telephone operating areas. At December 31, 1997, the Company provided long distance services to
approximately 172,000 customers. Although the Company owns and operates long distance switches in
LaCrosse, Wisconsin and San Marcos, Texas, it anticipates that most of its future long distance service
revenues will be provided by reselling service purchased from other facilities-based long distance

providers. The Company intends to continue to expand its long distance business, principally through
reselling arrangements.

Call center. The Company provides centain operator services for retail and wholesale markets. The
retail market consists primarily of the hospitality and pay phone industries. The wholesale market consists

of other independent telephone companies and interexchange carriers.

PCS. In early 1997 the Company was awarded 12 PCS licenses, 11 of which are in Michigan, in
connection with the FCC’s auctions of 10MHz PCS licenses. The licenses cover areas with a population of
approximately 4.0 million. As a result of the PTI acquisition, the Company acquired PCS licenses that
cover areas \ith a population of approximately 4.1 million. Such licenses should allow the Company 10

provide PC a fixed wireless local loop alternative to the LEC's service in the areas covered by the PCS

-
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licenses. Approximately $20 million of the Company’s 1998 capital expenditure budget is tor development
of certain of the Company's PCS networks.

Other. The Company, through one or more of its subsidiaries. provides audiotext services; printing.
database management and direct mail services; cable television services: and secunty alarm services. The

Company also holds minority equity investments in certain communications companies.

Certain service subsidiaries of the company provide installation and maintenance services, materials
and supplies, and managerial, technical and accounting services 1o the telephone and wireless operating
subsidiaries. In addition, Century provides and bills management services to subsidiaries and in certain
instances makes interest-bearing advances to finance construction of plant and purchases of equipment.
These transactions are recorded by the Company’s regulated telephone subsidiaries at their cost to the
extent permitted by regulatory authorities. Intercompany profit on transactions with regulated affiliates is
limited to a reasonable return on investment and has not been eliminated in connection with consolidating

the results of operations of Century and its subsidiaries. Such intercompany profit is reflected in operating
income n the “Other operations” segment.

FORWARD-LOOKING STATEMENTS

This report on Form 10-K and other documents filed by the Company under the federal securities
laws include, and future oral or written statements of the Company and its management may include,
certam forward-looking statements, including without limitation statements with respect to the Company's
anticipated future operating and financial performance (including the impact of pending acquisitions),
financial position and liquidity, growth opportunities and growth rates, business and competitive outlook,
investment and expenditure plans, pricing plans, strategic altermatives, business strategies, and other similar
statements of expectations or objectives that are highlighted by works such as “expects.” “anticipates,”
“intends,” “plans,” “believes,” “projects,” “seeks,” “estimates,” “should,” and “may.” and variations
thereof and similar expressions. Such forward-looking statements are subject to uncertainties that could

cause the Company s actual results to differ materially from such statements. These uncertainties include
but are not limited to those set forth below:

* the effects of ongoing deregulation in the telecommunications industry as a result of the 1996 Act
and other similar federal and state legislation and federal and state regulations enacted thereunder,
including without limitation (i) greater than anticipated competition in the Company's predominately rural
local exchange telephone markets resulting therefrom, (ii) greater than anticipated reductions in revenues
received from the Universal Service Fund or other current or future federal and state support funds

designed to compensate LECs that provide services in high-cost markets, (iii) the final outcome of

24




regulatory and judicial proceedings with respect to interconnection agreements and access charge reforms

and (iv) future state regulatory actions taken in response to the 1996 Act.

* the effects of greater than anticipated competition from PCS, SMR, ESMR. satellite or other
wireless companies, including without limitation competition requiring new pricing or marketing stralegies
or new product offerings, and the attendant risk that the Company will not be able to respond on a timely or
profitable basis,

* possible changes in the demand for the Company s products and services, including without
limitation (i) lower than anticipated demand for premium telephone services or for additional access lines
per household, (ii) lower than anticipated demand for wireless telephone services, whether caused by
changes in economic conditions, technology, competition, health concems or otherwise, and (1) reduced

demand for the Company’s access or billing and collection services.

* the Company's ability to successfully introduce new offerings on a umely and cost-effective basis,
including without limitation the Companys ability to (i) expand successfully its long distance and Internet
offerings to new markets (including those acquired in December 1997 in the PTI acquisition or to be
acquired in connection with future acquisitions), (i) offer bundled service packages on terms attractiv e to

its customers and (iii) successfully initiate PCS services in its licensed markets.

* the risks inherent in rapid technological change, including without limitation (i) the lack of
assurance that the Company ‘s ongoing wireless network improvements will be sufficient to meet or exceed
the capabilities and quality of competing networks, (ii) technological developments that could make the
Company’s analog and digital wireless networks uncompetitive or obsolete. such as the risk that the Time
Division Multiple Access technology used by the Company will be uncompetitive with Code Division
Multiple Access or other digital technologies, and (iii) the risk that technologies will not be developed by
the Company on a timely or cost-effective basis or perform according to expectations

* regulatory limits on the Company s ability to change its prices for telephone services in response
10 compelitive pressures.

* the Company's ability to effectively manage its growth, including without limitation the
Company's ability to (i) integrate the operations of PTI acquired in December 1997 into the Company's
operations, (ii) achieve projected economies of scale and cost savings, (iii) meet pro forma rash flow
projections developed by management in valuing newly-acquired businesses and (iv) implement necessary

internal controls and retain and attract key personnel.




* any difficulties in the Company’s ability to expand through cdditional acquisitions, whether
caused by financing constraints, a decrease in the pool of attractive target companies, or competition for

acquisitions from other interested buyers.

* higher than anticipated wireless operating costs due to churn or to fraudulent uses of the
Company s networks.

¢ the lack of assurance that the Company can compete effectively against better-capitalized
competitors.

# the future unavailability of SFAS 71 1o the Company’s telephone subsidiaries.
* the effects of more general factors, including without limitation:

- changes in general industry and market conditions and growth rates
- changes in interest rates or other general national, regional or local economic conditions
changes in legislation, regulation or public policy, including changes in federal rural financing
programs
- unanticipated increases in capital, operating or administrative costs. or the impact of new
business opportunities requiring significant up-front investments
- the continued availability of financing in amounts, and on terms and conditions. necessary to
support the Company’s operations
- changes in the Company's relationships with vendors
- changes in the Company's senior debt ratings
unfavorable outcomes of regulatory or legal proceedings. including rate proceedings

- changes in accounting policies or practices adopted voluntarily or as required by generally

accepted accounting principles.

For additional information, see the description of the Company s business included above, as well as
Item 7 1o this report. Due to these uncertainties, you are cautioned not to place undue reliance upon the
Company’s forward-looking statements, which speak only as of the date hereof. The Company undertakes

no obligation to update or revise any of its forward-looking statements for any reason
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OTHER MATTERS

The Company has certain obligations based on federal, state and local laws relating to the protection
of the environment. Costs of compliance through 1997 have not been material and the C ompany currently

has no reason to believe that such costs will become material,

For additional information conceming the business and properties of the Company, see notes 2, 3, 6.

and 18 of Notes to Consolidated Financial Statements set forth in ltem § elsewhere herein

Item 2.  Properties.

The Company’s properties consist principally of (i) telephone lines, central office equipment,
telephone instruments and related equipment, and land and buildings related 10 telephone operations, and
(11) switching and cell site equipment related to cellular telephone operations. As of December 31, 1997 and

1996. the Company’s gross property, plant and equipment of approximately $3.8 billion and $1.7 billion.
respectively, consisted of the following:

December 31,

1997 1996
Telephone operations
Cable and wire 4799, 431
Central office equipment 279 23:1
General suppornt 67 0.1
Information origination/termination equipment 1.7 1.b
Construction in progress 14 =id
Other 2 3
858 76.5
Wireless operations
Cell site 74 121
General suppon 1.7 28
Construction in progress | 9
Other 6 2
98 16.0
Othier 44 7:5
100.0%% 100.0

“Cable and wire" facilities consist primarily of buried cable and acrial cable, poles, wire, conduit and
drops. “Central office equipment” consists primarily of switching equipment, circuit equipment and related
facilities. “General support” consists primarily of land, buildings, tools, fumnishings, fixtures, motor
vehicles and work equipment. “Information origination/termination equipment” consists primarily of
premise equipment (private branch exchanges and telephones) for official company use. “Cell site” consists

primarily of radio frequency channel equipment, switching equipment and towers, “Construction in




progress™ includes property of the foregoing categories that has not been placed in service because it is still
under construction.

Most of the properties of the Company s telephone subsidiaries are subject to mortgages securing the
debt of such companies. The Company owns substantially all of the central office buildings. local
administrative buildings, warehouses, and storage facilities used in its telephone operations. The Company
leases most of the offices used in its cellular operations; certain of its transmitter sites are leased while
others are owned by the Company. For further information on the location and type of the Company's

properties, see the descriptions of the Company's telephone and wireless operations in Item 1.

ltem 3.  Legal Proceedings.

From time to time, the Company is involved in litigation incidental to its business. including
administrative hearings of state public utility commissions relating primarily to rate making, actions
relating to employee claims, occasional grievance hearings before labor regulatory agencies and

miscellaneous third party tort actions. Currently, there are no material legal proceedings

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

Not applicable.
Executive Officers of the Registrant

Information concerning Executive Officers, set forth at ltem 10 in Part 111 hereof. is incorporated 1
Part | of this Report by reference.

PART 11
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters.
Century's common stock is listed on the New York Stock Exchange and is traded under the symbol

CTL. The following table sets forth the high and low sale prices, along with the quarterly dividends, for

each of the quarters indicated (adjusted to reflect the March 1998 three-for-two stock sphity:




Sale prices Dividend per
High Low common share
1996:
First quarter § 23-5/8 20-7'8 06
Second quarter § 22718 20-1:4 06
Third quarter § 23 20-3'8 06
Fourth quarter $ 23 19 06
1997:
First quarter § 225016 19-3'16 0617
Second quarter § 22.9/16 19 0617
Third quarter £ 29-5/16 22-1'16 0617
Fourth quarter § 33.5/8 27-5/16 0617

Commeon stock dividends during 1996 and 1997 were paid each quarter. As of February 28, 1998, there

were approximately 6,250 stockholders of record of Century’s common stock

Item 6. Selected Financial Data.

The following table presents cenain selected consolidated financial data as of and for cach of the vears
ended in the five-year period ended December 31, 1997:

Selected Income Statement Data
Year ended December 31,
1997 1996 1995 1994 1993
(Dollars, except per share amounts, and shares expressed in thousands)

Operating revenues

Telephone $ 530,597 451.538 419,242 391,265 350,330
Wireless 307,742 250,243 197,494 150,802 84.712
Other 63,182 47,896 28,104 22,534 20,633
Total operating revenues $ 901,521 749,677 644,840 564,601 455,675
Operating income
Telephone $ 173,285 155,183 143,527 137,992 114,902
Wireless 88,081 67914 57,009 31,443 9.906
Other 6,404 199 2383 3,371 3,201
Total operating income $ 267,770 223.296 202919 172 806 128,009
Selected Income Statement Year ended December 51,
Data, continued 1997 1996 1995 1994 1993
(Dollars, except per share amounts, and shares expressed in thousands)
Net income $ 255978 129.077 114.776 100,238 69.004
Diluted earnings per share * $ 2.80 143 1.31 121 88
Dividends per common share * S .247 24 22 213 207

Average diluted shares
outstanding * 91,608 90.653 88 304 86,828 83,369
* Adjusted to reflect the March 1998 three-for-two stock split
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In the fourth quarter of 1997, the Company adopted Statement of Financial Accounting Standards No.
128 ("SFAS 128"). “Eamnings per Share." Eamings per share amounts for prior periods have been restated
to conform with SFAS 128.

Selected Balance Sheet Data

December 31,
1997 1996 1993 1994 1993
(Dollars in thousands)

Net property, plant and

equipment $ 2,258,563 1,149,012 1,047,808 947,131 827.776
Excess cost of net assets

acquired, net £ 1,767,352 532,410 493,655 441,436 297,158
Total assets $ 4,709,401 2,028,505 1,862,421 1,643,253 1.319,390
Long-term debt 5 2,609,541 625,930 622904 518,603 364,433
Stockholders' equity $ 1300272 1,028,153 888424 650,236 513,768

The following table presents certain selected consolidated operating data as of the end of each ol the
vears in the five-year period ended December 31, 1997

Year ended December 31,

1997 1996 1995 1994 1993

Telephone access lines 1,203,650 503,562 480,757 454,963 434,691
Cellular units in service in majority-

owned markets 569,983 368,233 290,073 211,710 116,484

See Items 1 and 2 in Part | and notes 1. 2 and 6 of Notes to Consolidated Financial Statements set

forth in Item 8 elsewhere herein for additional information.

ltem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

RESULTS OF OPERATIONS

OVERVIEW

Century Telephone Enterprises, Inc. is a regional diversified communications company engaged
primarily in providing local exchange telephone services and cellular telephone services. Century
Telephone Enterprises, Inc. and its subsidiaries (the "C ompany”) sigmificantly expanded its operations by
acquiring Pacific Telecom, Inc. ("PT1") on December 1, 1997 in exchange for $1.503 billion cash. As a
result of the acquisition, the Company acquired (i) over 660,000 telephone access lines. (ii) over 88,000
cellular subscribers and (iii) various wireless, cable television and other communications assets. The
operations of PT] are included in the Company's results of operations beginning December 1, 1997, See
Major Acquisition and Note 2 of Notes to Consolidated Financial Statements for additional information.
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During the three years ended December 31, 1997, the Company has acquired various other telephone and

cellular operations. the impact of which has not been material to the financial position and results of
operations of the Company,

In May 1997 the Company sold its majority-owned compelitive access subsidiary to Brooks Fiber
Properties, Inc. ("Brooks") in exchange for approximately 4.3 million shares of Brooks' common stock. In

November 1997 the Company sold approximately 3.8 million shares of such stock. See Gain on Sales of
Assets for additional information.

Year ended December 31, 1997 1996 1995

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

Operating income

Telephone $ 173,285 155,183 143,527
Wireless 88,081 67914 57,009
Other 6,404 199 2383
267,770 223,296 202919
Interest expense (56,474) (44,662) (43.6135)
Income from unconsolidated cellular entities 27,794 26,952 20,084
Gain on sales of assets, net 169,640 815 6,782
Minority interest (5,498) (6,675) (8.084)
Other income and expense 5,109 3916 4,982
Income tax expense {152.363) (74.565) (68,292)
Net income § 255978 129077 114,776
Diluted earnings per share* 3 280 143 131
Average diluted shares outstanding® 91,608 90,653 88304
S—t== L oNdles oulsianding

* Adjusted to reflect stock split. See Note 20 of Notes to Consolidated Financial Statements.

The net income of the Company for 1997 increased to $256.0 million from $129 1 million during 1996
and $114.8 million during 1995. Diluted eamings per share for 1997 increased to $2 80 from $1.43 during
1996 and $1.31 during 1995. Excluding gain on sales of assets, the Company’s net income (and diluted
earnings per share) for 1997, 1996 and 1995 was $149.6 million (S1.64). S128.6 million ($142)and $112.2
million ($1.28), respectively.

The Company’s 1997 operating income was $267.8 million, an increase of $44 5 million (19.9%) over

1996 operating income of $223.3 million. During 1997 the operating income of the Company’s telephone
and wireless segments increased $18.1 million (11.7%) and $20.2 million (29.7%). respectively, while the

operating income of the Company’s other operations increased $6.2 million. The Company's operating
income during 1995 was $202.9 million.

The Company's wireless operations reflect the operations of the cellular entities in which the
Company has a majority ownership interest. For additional information conceming the minority interest

owners' share of the income of such entities and the Company's share of earnings from cellular entities in
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which it has less than a majority interest, see Cellular Operations and Income From Unconsolidated

Cellular Entities.

Contributions 10 operating revenues and operating income by the Company's telephone, wireless, and

other operations for each of the years in the three-year period ended December 31, 1997 were as follows:

Year ended December 31, 1997 1996 1995
Operating revenues
Telephone operations 58.9% 60.2 65.0
Wireless operations 34.1% i34 306
Other operations 1.0% 64 44
Operating income
Telephone operations 64.7% 69.5 T0.7
Wireless operations 32.9% 04 28.1
Other operations 2.4% A 1.2

As indicated by the chart above, the percentage of the Company's total operating revenues and
operating income contributed by its wireless operations has increased over the past few vears. Immediately
prior to the Company’s acquisition of PTI in December 1997, the Company's ratio of owned cellular pops
(the population of licensed cellular telephone markets multiplied by the Company's proportionate equity
interests in the licensed operators thereof) to telephone access lines was 15 1 As a result of the Company's

acquisition of the PTI properties, the Company's ratio of owned cellular pops to telephone access lines has
decreased to §:1.

In addition to historical information. management's discussion and analysis includes certan Jorward-
luoking statements regarding events and financial trends that may affect the Company's future operating
results and financial position. Such forward-looking statements are subjgect to uncertainties that could
cause the Company's actual results to differ materially from such statements  Such uncertamiies include
but are not limited to: the effects of ongaing deregulation in the telecommunications industry; the potential
effects of greater than anticipated competition in the Company's markets passible changes in the demand
Jor the Company's products and services; the Company's ability to successfully ttroduce new product
offerings on a timely and cost-effective basis; the risks inherent in rapid technological change. the
Company's ability to effectively manage uts growth, including integrating the newly-acquired operations of
PT1I into the Company's operations; and the effects of more general factors such as changes i general
market or economic conditions or in legislation, regulation or public policy. These and other uncertamties
related to the Company's business are described in detail in ltem | You are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date on which they were made

The Company undertakes no obligation to update any of its forward-looking statements Jor any reason



TELEPHONE OPERATIONS

Prior to December 1997 the Company conducted its telephone operations in rural, suburban and small
urban communities in 14 states. Subsequent to the PT1 acquisition on December |, 1997, the Company
provides local exchange telephone service in similar communities in 21 states As of December il 1997,
approximately 85% of the Company's telephone access lines were in Wisconsin, Washington, Alaska,
Michigan, Louisiana, Colorado, Ohio, Oregon and Montana. The operating revenues, expenses and income
of the Company's telephone operations for 1997, 1996 and 1995 are summarized below

Year ended December 31, 1997 1996 1995

(Dollars in thousands )
Operating revenues

Local service $ 147,589 121,728 111,629
Network access 319,301 276.123 258,462
Other 63.707 53,687 49,151
530,597 451,538 419242

Operating expenses
Plant operations 110,220 90,083 86,789
Customer operations 50.819 43413 38,768
Corporate and other 80,551 67,066 63.834
Depreciation and amortization 115,722 95.793 86,324
357,512 206,355 275715
Operating income S 173,285 155183 143,527

Local Service Revenues

Local service revenues are derived from the provision of local exchange telephone services in the
Company’s service areas. The $25.9 million (21.2%) increase in such revenues in 1997 included $17.4
million from properties acquired, of which $15.0 million was from the PTI properties; $5.6 million due to
the increase in the number of customer access lines; and $2.8 million due 1o the provision of custom calling
features. An increase in access lines contributed $6.2 million to the 1996 increase of $10.1 million; $3.0
milhon of the 1996 increase was due 1o the provision of custom calling features. Internal access line
growth during 1997, 1996 and 1995 was 4.4%, 4.3% and 4.4%, respectively

Network Access Revenues

Network access revenues are primarily derived from charges to long distance companies and other
customers for access to the Company's local exchange carrier ("LEC") networks in connection with the
completion of long distance telephone calls. These access charges are based on tariffed access rates filed
with the Federal Communications Commission ("FCC") for interstate services and with the respective state
regulatory agency for intrastate services. Certain of the Company's interstate network access revenues are
based on access charges filed directly with the FCC; the remainder of such revenues are derived under

revenue sharing arrangements with other LECs administered by the National Exchange Carrier Association.
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Intrastate network access revenues are based on access charges or are derived under revenue sharing

arrangements with other LECs.

Network access revenues increased $43.2 million ( 15.6%) in 1997 and $17.7 million (6.8%) in 1996
due to the following factors:

1997 1996
increase Increase
(decrease) (decrease)

(Dollars in thousands)

PT1 acquisition $ 20,040 -
Increased recovery from the federal Universal Service Fund ("USF") 11.314 7,532
Increased minutes of use 5,033 5,432
Acquisitions, excluding PTI 3.465 726
Pantial recovery of increased operating costs through revenue sharing
arrangements with other telephone companies and return on rate base 2454 4,063
Other, net (5.128) (92)
- $ 43,178 17,661

Included in "Other, net” in 1997 and 1996 were reductions of $3.8 million and $1.7 million,
respectively, in access revenues due to the previously announced reductions in intrastate switched access
rates mandated by the Louisiana Public Service Commission ("LPSC") which were phased in from July
1995 through July 1997. As a result of the July 1997 rate reduction being in effect for a full twelve months
during 1998, such access revenues for 1998 will be reduced approximately $1.8 million from 1997 levels.
Included in "Other, net” in 1996 was approximately $2.3 million of revenue increases associated with a

change in the methodology applied in the network access revenue billing process

Other Revenues

Other revenues include revenues related to (i) leasing, selling, installing, mantaining and repairing
customer premise telecommunications equipment and wiring ("CPE services™). (i) providing billing and
collection services for long distance carriers, (iii) participating in the publication of local directories and
() providing Internet access. The PTI properties contributed $4.6 million to the $10.0 million increase in
other revenues in 1997. Exclusive of PTI, revenues from CPE services increased $3.5 million; $2.5 million
of the 1997 increase was attributable to the provision of Intermet access to a larger number of customers,
Revenues from CPE services and the provision of Intemet access contributed $3.2 million and S1.4 million,
respectively, to the $4.5 million increase in other revenues in 1996. Billing and collection revenues
decreased $1.0 million and $606,000 in 1997 and 1996, respectively




Operating Expenses

Plant operations expenses during 1997 and 1996 increased $20.1 million (22.4%) and $3.3 million
(3.8%), respectively. Expenses incurred by the PT1 properties in December 1997 were $12.0 million.
Exclusive of PTI, expenses incurred in connection with providing Internet access to a larger number of
customers contributed $3.5 million to the 1997 increase and other acquisitions accounted for $1.8 million

of such increase. Expenses incurred in the provision of Internet access contributed approximately 2.2
million to the 1996 increase.

Customer operations, corporate, and other expenses increased $20.9 million (18.9%0) in 1997, of which
$11.2 million was incurred by the PTI properties and. exclusive of PTI. $1.7 million was due to an increase
in marketing expenses Exclusive of PTI and marketing expenses, expenses incurred in the provision of
CPE services were up $1.4 million; operating taxes increased $1.6 million in 1997. Marketing expenses
contributed $2.0 million to the 1996 increase of $7.9 million (7.7%) in customer operations, corporate, and
other expenses. Exclusive of marketing expenses, expenses incurred in the provision of CPE services

increased $1.9 million in 1996 and operating taxes increased $1.5 million.

Depreciation and amortization increased $19.9 million (20.8%) and $9.5 million (11.0%) in 1997 and
1996, respectively. Approximately $11.4 million of the 1997 increase « as applicable to acquining and
operating PTI, of which $1.5 million represented amortization of goodwill. $1.7 million of the 1997
increasc was applicable to other acquisitions. Exclusive of acquisitions, depreciation expense included
nonrecurring additional depreciation charges approved by regulators in cenain Jurisdictions which
aggregated 54 4 million in 1997 and $8.2 million in 1996. In addition, the Company obtained increased
depreciation rates in certain jurisdictions which increased depreciation expense by $4 4 million in 1997
The remaining increases in depreciation and amortization in 1997 and 1996 were due to higher levels of
plant in service. The composite depreciation rate for the Company's regulated telephone properties,

including the additional depreciation charges, was 7.4% for 1997 and 7.5% for 1996 and 1995.

Other

The Company anticipates that regulatory changes and competitive pressures may result in future
revenue icductions in its telephone operations. However, the Company anticipates that such reductions
may be minimized by increases in revenues attributable to the continued demand for enhanced services and
new product offerings. While the Company expects its telephone revenues to continue to grow, its internal

telephone revenue growth rate may slow during upcoming periods.

For additional information regarding certain matters that have impacted or may impact the Company's
telephone operations, see Regulation and Competition.
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CELLULAR OPERATIONS AND INCOME FROM UNCONSOLIDATED CELLULAR ENTITIES

Year ended December 31, 1997 1996 1995
(Dollars in thousands)
Operating income - wireless operations $ 88,081 67,914 57,009
Minority interest (6.916) (7.0602) (8,084)
Income from unconsolidated cellular entities 27,794 26,952 20,084
$ 108959 87,804 69,009

The Company's wireless operations reflect 100% of the results of operations of the cellular entities in
which the Company has a majority ownership interest. The minority interest owners' share of the income
of such entities is reflected in the Company’s Consolidated Statements of Income as an expense in
"Minority interest.” See Minority Interest for additional information. The ( “ompany's share of eamings
from the cellular entities in which it has less than a majority interest is accounted for using the equity
method and is reflected in the Company's Consolidated Statements of Income in "Income from

unconsolidated cellular entities.” See Income from Unconsolidated Cellular Entities tor additional
information.

WIRELESS OPERATIONS

Substantially all of the Company's cellular customers are located in Michigan, Louisiana, Wisconsin.
Mississippi, Texas and Arkansas. The operating revenues, expenses and income of the Company's wireless
operations for 1997, 1996 and 1995 are summarized below.

Year ended December 31. 1997 1996 1995
(Dollars in thousands)

Operating revenues

Service revenues $ 302,156 246,037 191,953
Equipment sales 5,586 4.206 5,541
307,742 250,243 197 494

Operating expenses
Cost of equipment sold 14,576 12,771 10,235
System operations 47,572 36.301 25,902
General, administrative and customer service 62,258 52,891 39471
Sales and marketing 54,128 46,793 39,450
Depreciation and amortization 41,127 33,573 25427
219,661 182,320 140485
Operating income $ 88081 67914 57,009
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Operating Revenues

Cellular service revenues include monthly service fees for providing access and airtime to customers,
service fees for providing airtime to other carriers' customers roaming through the Company’s service areas,
and toll revenue. Cellular service revenues during 1997 increased to $302 2 million from $246.0 million in
1996 and $192.0 million in 1993

The 1997 and 1996 increases in cellular service revenues were primarily attnibutable to the increases in
cellular customers due to increased demand for wireless services and acquisitions. Cellular units in service
in the Company’s majority-owned markets increased to 569,983 as of December 31. 1997 from 368.233 as
of December 31. 1996 and 290,075 as of December 31, 1995. Included in the 1997 and 1996 increases
were 123,600 and 4,850, respectively, of units added through acquisitions, including 88.245 acquired in the
PTI acquisition in December 1997. Exclusive of acquisitions, access and usage revenues increased $29.6
million (16 9%) in 1997 and $33.9 million (23.6%) in 1996 and roaming and toll revenues increased $16.6
million (25.1%) and $11.8 million (24.2%) in 1997 and 1996. respectively. Acquisitions contributed $11 8

million and $7.8 million to the increase in cellular service revenues in 1997 and 19906, respectively

The average monthly cellular service revenue per customer declined to $61 in 1997 from $63 in 1996
and $66 in 1995, It has been an industry-wide trend that early subscribers have normally been the heaviest
users and that a higher percentage of new subscribers tend to be lower usage customers. The average
monthly service revenue per customer is expected to decline in 1998 as a result of the PTI acquisition (due
to PTI's historically lower average monthly service revenue per customer) and may further decline (1) as
market penetration increases and additional lower usage customers are activated and (11) as competitive
pressures from current and future wireless communications providers intensify. The Company is
responding to such competitive pressures by, among other things, modifying certain of its price plans and
implementing certain other plans and promotions, all of which are likely to result in lower average revenue
per customer. The Company will continue to focus on customer service and attempt to stimulate cellular
usage by promoting the availability of certain enhanced services and by improving the quality of its service

through the construction of additional cell sites and other enhancements to its system.

Operating Expenses

The $11.3 million (31.0%) increase in system operations expenses in 1997 included a $4.7 million
increase in the amounts paid to other carriers for cellular service provided to the Company's customers who
roam in the other carriers’ service areas (net of the amounts the Company bills its customers therefor), and a
$974.,000 increase in expenses associated with cellular fraud. Expenses incurred by properties acquired

were $2.8 million. The remainder of the increase in system operations expenses in 1997 resulted primarily
from the operation of more cell sites.
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The Company operated 558 cell sites at December 3 1, 1997 in entities in which it had a majority
interest, compared to 354 at December 31, 1996 and 277 at December 31. 1995, In 1997 and 1996, 155

cell sites and eight cell sites, respectively, were added through acquisitions.

System operations expenses increased $10.4 million (40.1%) in 1996 primarily due to a $4.0 million
increase in the amounts paid to other carriers for cellular service provided to the Company’s customers who
roam in the other carriers’ service areas (net of the amounts the C ompany bills its customers therefor), and a
$1.8 million increase in expenses associated with cellular fraud. The remainder of the increase in system

operations expenses in 1996 resulted primarily from the operation of new cell sites

Approximately $3.0 million of the $9.4 miliion (17.7%) increase in general, administrative and
customer service expenses in 1997 was applicable to operations acquired. Most of the remainder of
the 1997 increase was related 1o increased expenses resulting from a larger customer base. Customer
service and retention costs increased $2.4 million and billing costs were $2.4 million higher. Of the $13 .4
million (34.0%) increase in general, administrative and customer service expenses in 1996, $5.5 million
was due to an increase in customer service and retention costs; $2.2 million was due to an increase in the

provision for doubtful accounts; $1.3 million was due to an increase in billing costs; and $3 9 million was
due 1o increased general office expenses.

Churn rate (the percentage of cellular customers that terminate service) is an industry-wide concern,
The Company faces substantial competition from the other cellular provider in certain of its markets and
has begun to face competition from PCS providers in a few of its markets A significant portion of the
churn in the Company's cellular markets is due to the Company disconnecting service to customers for

nonpayment. The Company’s average monthly chum rate was 2.31% in 1997 and 2.37% in 1996

During 1997 and 1996, sales and marketing expenses increased $7.3 million (15.7%) and $7.3 million
(18.6%), respectively. The 1997 increase included a $4.9 million increase in costs incurred in selling
products and services in retail locations, including Company-owned stores. Approximately $2.8 million of
the 1997 increase was applicable to operations acquired. Approximately $3.7 million of the 1996 increase
was due to an increase in advertising and sales promotion expenses. The 1996 increase also included a

$2.8 million increase in costs of operating retail locations.
Depreciation and amortization increased $7.6 million (22.5%) in 1997 and $8.1 million (32.0%) in

1996 due primarily to higher levels of plant in service. In 1997 and 1996, $2.1 million and $1.7 million,

respectively, of the increase was applicable to operations acquired.
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Other

For additional information regarding certain matters that have impacted or may impact the Company's

wireless operations, see Regulation and Competition.

OTHER OPERATIONS

Other operations include the results of operations of subsidiaries of the Company which are not
included in the telephone or wireless segments including, but not himited to, the Company's competilive
access subsidiary (which was sold to Brooks in May 1997) and the Company's non-regulated long distance
and call center operations. The operating revenues, expenses and income of the Company's other
operations for 1997, 1996 and 1995 are summarized below.

Year ended December 31, 1997 1996 1995

{Dollars in thousands)
Operating revenues

Long distance $ 36.550 28,894 15,980
Call center 14.285 8.832 6,129
Competitive access 2,499 2.730 634
Other 9 848 7.440 5,361
63,182 47,896 28,104

Operating expenses
Cost of sales and operating expenses 54,132 45,042 23,702
Depreciation and amontization 2,646 2,655 2,019
56,778 47,697 25,721
Operating_ income S 6404 199 2,383

Of the $15.3 million (31.9%) increase in operating revenues in 1997, $13.1 million was applicable to
the long distance and call center operations. An increase in operating expenses of S11.7 million incurred
by the long distance and call center operations in 1997 was partially offset by a decrease of $4.1 million in
Operating expenses incurred by the Company's competitive access subsidiary. The operating loss of the

Company’s competitive access subsidiary in 1997 (prior to its sale) was $2.4 million compared to $6.2
million in 1996

In 1996, $15.6 million of the $19.8 million increase in operating revenues was due to the long distance
and call center operations. Of the $22.0 million increase in operating expenses in 1996, $13.8 million was

ncurred by the long distance and call center operations and $4.7 million was applicable to the Company's
competitive access subsidiary.

Centain of the Company’s service subsidiaries provide managerial, operational, technical and
accounting services, along with materials and supplies, to the Company's telephone subsidiaries. In accor-

dance with regulatory accounting, intercompany profit on transactions with regulated affiliates has not been

39




climinated in connection with consolidating the results of operations of the Company. When the regulated
operations of the Company no longer qualify for the application of Statement of Financial Accounting
Standards No. 71 ("SFAS 71"), "Accounting for the Effects of Certain Types of Regulation,” such
intercompany profit will be eliminated in subsequent financial statements, the primary result of which will
be a decrease in operating expenses applicable to the Company's telephone operations and an increase in
operating expenses applicable to the Company's other operations segment. The amount of intercompany
profit with regulated affiliates which was not eliminated was approximately $8.9 million, $7.7 mallion and

$8.0 million in 1997, 1996 and 1995, respectively. For additional information applicable 10 SFAS 71, see
Regulation and Competition - Other Matters.

INTEREST EXPENSE

Interest expense increased $11.8 million (26.4%) in 1997, primarily due to §7.2 million of interest

expense on the borrowings used to fund the PTI acquisition and $3.5 million of interest expense applicable
to PTI's debt.

For additional information, see Liquidity and Capital Resources - Financing Activities and Note 6 of
Notes to Consolidated Financial Statements.

INCOME FROM UNCONSOLIDATED CELLULAR ENTITIES

Eamings from unconsolidated cellular entities, net of the amortization of associated goodwill,
increased $842.000 (3.1%) during 1997 and $6.9 million (34.2%) during 1996. The improvement in
profitability in 1997 of most of the cellular entities in which the Company owns less than a majority
interest was substantially offset by a $2.4 million decrease in the Company's portion of the profits of a

partnership in which the Company has a significant ownership interest

GAIN ON SALES OF ASSETS

During 1997 the Company sold its majority-owned competitive access subsidiary to Brooks in
exchange for approximately 4.3 million shares of Brooks' common stock. The Company recorded a pre-tax
gain in the second quarter of 1997 of approximately $71 million ($46 million after-tax: $.50 per diluted
share). In November 1997, the Company sold approximately 3.8 million shares of Brooks' stock and
recorded a pre-tax gain of approximately $108 million ($66 million after-tax: $.73 per diluted share).
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MINORITY INTEREST

Minority interest is the expense recorded by the C ompany 1o reflect the minority interest owners' share
of the eamings of the Company's majority-owned and operated cellular entities and majority-owned
subsidiaries. Decreases in minority interest of $1.2 million in 1997 and $1.4 million in 1996 were due to
the effect of the Company's acquisition, during the second quarter of 1996, of an additional 25% interest in
a Louisiana cellular partnership which decreased the minority interest owners' share of such partnership. In
addition, minority interest decreased $756,000 during 1997 as a result of allocating thereto a portion of the
loss of the Company's majority-owned competitive access subsidiary to the minority shareholders. In 1996,
no portion of the loss of such subsidiary was allocated 1o minority interest. Such decreases were

substantially offset by increased minority interest expense due to increased profitability of the Company's
majority-owned and operated cellular entities.

OTHER INCOME AND EXPENSE

Other income and expense during 1997 was $5.1 million compared to $3.9 million during 1996 and
$5.0 million in 1995. The first quaner of 1996 included a nonrecurming charge of $1.1 million which
related to the Company’s withdrawal of its investment in an entity formed to bid on Personal

Communications Services ("PCS") licenses after such entity withdrew from the federal auction in 1996,

INCOME TAX EXPENSE

The Company's effective income tax rate was 37.3%, 36.6% and 37.3% in 1997. 1996 and 1995,

respectively. For additional information, see Note 10 of Notes to Consolidated Financial Statements.

MAJOR ACQUISITION

On December 1, 1997, the Company acquired PT1 in exchange for $1.503 billion cash. To finance the
acquisition, the Company borrowed $1.288 billion under its $1.6 billion senior unsecured credit facility
with NationsBank of Texas, N.A. and a syndicate of other lenders. This debt matures in five vears and
carries floating-rate interest based upon London InterBank Offered Rates for short-term periods. As of
December 31, 1997, the weighted average interest rate of this debt was 6.17%. The Company paid the
remainder of the PTI acquisition price with available cash, most of which consisted of the proceeds of the
sale of Brooks' common stock in November 1997. As indicated below under Liquidity and Capital
Resources - Financing Activities, the Company repaid approximately $758 million of this acquisition
indebtedness with the net proceeds of a public offering of senior debt securities in January 1998
As a result of the acquisition, the Company acquired (i) over 660,000 telephone access lines located in four

midwestern states, seven western states and Alaska, (ii) over 88,000 cellular subscribers in two midwestern
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states and Alaska and (iii) various wireless, cable television and other communications assets. For

additional information, see Note 2 of Notes to Consolidated Financial Statements.

ACCOUNTING PRONOUNCEMENTS

In December 1997 the Company adopted Statement of Financial Accounting Standards No. 128
("SFAS 128"), "Eamnings per Share.” SFAS 128 established requirements for the computation of basic
eamnings per share and diluted eamings per share. The Company previously reported primary eamnings per
share of $1.43 and $1.31 for 1996 and 1995, respectively. and fully diluted earmings per share of $1.43 and

$1.30 for 1996 and 1995, respectively, in accordance with the provisions of Accounting Principles Board
Opinion No. 15, "Earnings per Share.”

INFLATION

The effects of increased costs historically have been mitigated by the ability to recover certain costs
applicable to the Company's regulated telephone operations through the rate-making process. As operating
expenses in the Company's nonregulated lines of business increase as a result of inflation. the Company, to
the extent permitted by competition, recovers the costs by increasing prices for its services and equipment.
While the rate-making process does not permit the Company to immediately recover the costs of replacing
1ts physical plant, the Company has historically been able to recapture these costs over time. Possible
future regulatory changes may alter the Company's ability to recover increased costs in its regulated

operations. For additional information regarding the current regulatory environment, see Regulation and
Competition.

YEAR 2000

The Company believes that it has identified each of its computer systems that will require
modifications to enable it to perform satisfactorily on and after January [, 2000. The financial impact of
making such modifications to the Company's systems is not expected to be material to the Company's
consolidated financial position or results of operations. In addition, the Company is currently
corresponding with vendors that provide products and systems to the Company in order to determine if
such products or systems will be required to be upgraded or replaced. Although management believes the
Company has an adequate program in place to address the year 2000 issue, the costs of upgrades to. or

replacements of. its purchased products or systems has not been determined and there can be no assurance
that the program will ultimately be successful.




LIQUIDITY AND CAPITAL RESOURCES

Excluding cash used for acquisitions, the Company relies on cash provided by operations to provide a
substantial portion of its cash needs. The Company's operations have storically provided a stable source

of cash flow which has helped the Company continue its long-term program of capital improvements

Operating Activities

Net cash provided by operating activities was $297.3 million, $264.7 million and $215.7 million in
1997, 1996 and 1995, respectively. The Company's accompanying consolidated statements of cash flows
identify major differences between net income and net cash provided by operating activities for each of
those years. For additional information relating to the telephone operations, wireless operations, and other
operations of the Company, see Results of Operations.

Investing Activities

Net cash used in investing activities was $1.503 billion, $241.8 million and $227.8 million in 1997,
1996 and 1995, respectively. Cash used for acquisitions was $1 544 billion during 1997, compared to
$46.3 million in 1996 and $22.1 million in 1995. See Results of Operations - Major Acquisition for
additional information. Capital expenditures for 1997 were $115.9 million for telephone operations, $39 |
million for wireless operations and $26.3 million for corporate and other operations. Capital expenditures
during 1996 and 1995 were $222.9 million and $196.6 million, respectively. Proceeds from the sale of
Brooks' common stock were $202.7 million in 1997. The $241.8 million of net cash used in investing
activities in 1996 was net of the reimbursement of $18.9 million related to the Company's withdrawal of its

equity investment in an entity formed for the purpose of participating in the FCC auction of 30MHz PCS
licenses.

Financing Activities

Net cash provided by financing activities was $1.223 billion during 1997, of which $1.288 billion was
related to the acquisition of PTI. See Results of Operations - Major Acquisition for additional information.
Net cash used in financing activities was $23.0 millio:. during 1996 and net cash provided by financing
activities was $13.5 million during 1995. Exclusive of amounts borrowed to fund the PTI acquisition, net
payments of debt were $54.7 million during 1997 compared to $11.6 million during 1996. In November
1995 the Company issued $150 million of senior notes under its $400 million shelf registration statement.

The net proceeds were used to reduce the Company's borrowings under its credit facilities.




In December 1997, after giving consideration to the PT1 acquisition, Standard & Poor's assigned
Century's senior unsecured debt a rating of BBB+ and Moody's reaffirmed its rating of Baal.

In December 1997 the Company filed a shelf registration statement with the United States Securities
and Exchange Commission registering $1.5 billion of senior unsecured debt securities. preferred stock,
common stock and warrants, under which the Company issued $665 million of senior debt securities in
January 1998 concurrent with the issuance of the remaining $100 million under its $400 million shelf
registration statement. The net proceeds of approximately $758 million (excluding payment obligations of
approximately $39 million related to interest rate hedging effected in connection with the offering) were
used to reduce the bank acquisition indebtedness incurred by the Company in connection with its December
1997 acquisition of PTI. The Company’s effective weighted average cost of funds for its $765 million debt

issuance is 7.15%, after giving consideration to the payment obligations mentioned above.

Other

Budgeted capital expenditures for 1998 total $220 million for telephone operations, $90 million for
wireless operations and $40 million for corporate and other operations. The Company anticipates that
capital expenditures in its telephone operations will continue to include the installation of fiber optic cable
and the upgrading of its plant and equipment, including its digital switches, 1o provide enhanced services.
Capital expenditures in the wireless operations are expected to continue to focus on constructing additional

cell sites (which will provide additional capacity and expanded areas where hand-held cellular phones may
be used) and providing digital service.

In early 1997 the Company was awarded 12 PCS licenses in connection with the FCC’s D and E block
auctions of 10MHz PCS licenses. The licenses cover areas with a population of approximately four
million: the Company's investment in the licenses was $4.6 million. As a result of the PTI acquisition, the
Company acquired PCS licenses that cover areas with a population of approximately 4.1 million.

Approximately $20 million of the 1998 capital expenditure budget for corporate and other operations is for
development of the Company's PCS networks,

The Company will continue its long-term strategy of pursuing the acquisition of attractive
communications properties in exchange for cash, securities or both. and may require additional financing in
connection therewith. Approximately 2.7 million shares of Century common stock and 200,000 shares of
Century preferred stock remain available for future issuance in connection with acquisitions under an
acquisitior helf registration statement.

As of December 31, 1997, the Company's telephone subsidiaries had available for use $140.9 million

of commitments for long-term financing from the Rural Utilities Service and the Company had $351.1
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million of undrawn committed bank lines of credit. The Company also has access to debt and equity

capital markets, including its shelf registration statements mentioned above.

Common stockholders' equity as a percentage of total capitalization was 32.6% and 60.8% at
December 31. 1997 and 1996. respectively. As of November 30, 1997 (immediately prior to the PTI

acquisition). common stockholders' equity as a percentage of total capitalization was 68.5%.
REGULATION AND COMPETITION

The communications industry continues to undergo various fundamental regulatory, competitive and
technological changes that make it difficult to determine the form or degree of future regulation and
competition affecting the Company's telephone and wireless operations. These changes may have a

significant impact on the future financial performance of all communications companies.

Events Affecting the Communications Industry

In February 1996 the United States Congress enacted the Telecommunications Act of 1996 (the "1996
Act”), which obligates LECs to permit competitors to interconnect their facilities to the LEC's network and
to take various other steps that are designed to promote competition. Although the 1996 Act provides
certain exemptions for rural LECs such as those operated by the Company. the FCC's August 1996 order
implementing most of the 1996 Act's interconnection provisions placed the burden of proving the
continuing availability of these exemptions on rural LECs. In July 1997 the U.S. Court of Appeals for the
Eighth Circuit overturned several provisions of the FCC's August 1996 interconnection order, including the

rules placing the burden of proof on rural LECs 1o retain their rural exemption. This decision has been
appealed to the United States Supreme Court.

Prior 10 and since the enactment of the 1996 Act, the FCC and a number of state legislative and
regulatory bodies have taken steps to foster local exchange competition. Coincident with this recent
movement toward increased competition has been the gradual reduction of regulatory oversight of LECs
These cumulative changes have led to the continued growth of various companies providing services that

compete with LECs' services. Wireless services are also exnected to increasingly compete with LECs.

The 1996 Act authorized the establishment of federal and state universal service funds to provide
support to eligible telecommunications carriers. In May 1997 the FCC adopted an order on universal
service, as mandated by the 1996 Act. In the order, the FCC ruled that rural telephone companies which
are designated eligible telecommunications carriers will continue to receive universal service funding.
Each of the Company's LECs has been so designated by its respective state regulatory agency. As a result,

the Company’s LECs will continue to receive payments under the federal support mechanisms currently in
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effect until the FCC adopts funding support mechanisms based on forward-looking economic costs, which
it is required to do, but no earlier than January 2001,

As part of its universal service order, the FCC also established a new program to provide up to $2.25
billion of discounted telecommunications services annually to schools and libraries, commencing January
1998. In addition. the FCC established a $400 million annual fund to provide discounted telecom-
munications services for rural health care providers. All communications carriers providing interstate
telecommunications services, including the Company's LECs and its cellular and long distance operations,
are required to contribute to these programs. In December 1997 the FCC. while reserving the right to
adjust such amounts if demand increases, modified the amounts to be collected during the first six months
of 1998 to no more than $625 million for schools and libraries and no more than $50 million for rural
health care providers. The FCC has stated that local exchange telephone companies will recover their
funding contributions in their rates for interstate services. The Company currently estimates that the

contribution by its cellular and long distance operations for 1998 will approximate $3.5 million,

In an access charge reform order adopted in May 1997, the FCC changed its system of interstate access
charges to make them compatible with the deregulatory framework established by the 1996 Act. Such
changes are primarily applicable to price-cap companies. The Company’s telephone subsidiaries determine
interstate revenues under rate of return regulation and are, therefore, only minimally impacted by the access

charge reform order. The FCC stated that a separate access charge reform proceeding would be initiated
for rate of retun companies.

Numerous petitions for reconsideration or clarification have been filed with the FCC regarding the

universal service and access charge reform orders discussed above.

In October 1997 the FCC issued a Notice of Proposed Rulemaking which would, among other things,
create a federal-state joint board to review jurisdictional separations procedures through which the costs of

regulated telecommunications services are allocated to the interstate and intrastate Jjurisdictions,

In recent years, the FCC has allocated additional frequency spectrum for wireless technologies that
compete or are expected to compete with cellular, including PCS and mobile satellite services. Recently,
several major PCS companies began providing services competitive with cellular in selected larger
markets, although thus far the Company has experienced competition from PCS companies in only a few of
its markets. The FCC has also authorized certain specialized mobile radio service licensees to configure

their systems so as to operate in a manner similar to cellular systems.
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In February 1996 the FCC sought public comments on whether it should initiate a rate of return

represcription proceeding for LECs that are subject to rate of retumn regulation for interstate access

revenues. The Company is unaware of any significant developments in this proceeding.

Competition to provide wraditional telephone or wireless services is expected to imually aftect large
urban areas to a greater exient than rural, suburban and small urban areas such as those in which the
Company's operations are located. The C ompany does not believe such competition is likely to mazerially
affect it in the near term. The Company further believes that it may benefit from having the opportunity to
observe the effects of these developments in large urban markets. The Company will continue to monitor
ongoing changes in regulation, competition and technology and consider which developments provide the

most favorable opportunities for the Company to pursue.

Recent Events Affecting the Company

As mentioned above in Events Affecting the Communications Industry. in May 1997 the FCC adopted
an order on universal service. During 1997 the Company's revenues from the USF increased approximately
$16.1 million (of which $4.6 million was epplicable to the PTI properties) to $65.4 million after increasing
$7.5 million during 1996. Although the Company anticipates that it mav experience a reduction in its
federal support revenues at some point in the future, management believes it is premature to assess or

estimate the ultimate impact thereof. There can be no assurance. however. that such impact will not be
material.

During the last few vears, several states in which the Company has substantial operations took
legislative or regulatory steps to further introduce competition into the LEC business. While the Company
1s aware of only a few companies which have requested authorization to provide local exchange service in

the Company's service areas, it is anticipated that similar action may be taken by others in the future.

In June 1997 the LPSC adopted a Consumer Price Protection Plan (the "Plan”), effective July 1997,
which impacts all of the Company’s telephone subsidiaries operating in Louisiana. The new form of
regulation will focus primarily on price and quality of service. Under the Plan, the Company’s Louisiana
telephone subsidiaries' local rates will be frozen for a period of three vears and access rates will be frozen
for a period of two years. Although the Plan has no specified term, the LPSC is required to review it by
mid-2000. The Company’s Louisiana telephone subsdiaries have the option to propose a new plan at any
time if the LPSC determines that (i) effective competition exists or (ii) unforeseen events threaten the

subsidiary's ability to provide adequate service or impair its financial health.

During 1995 the LPSC adopted a regulatory plan for independent telephone companies in Louisiana.
Under this plan, the Company's access revenues were reduced $3.8 million in 1997 and $1.7 million in
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1996, and the Company anticipates that its access revenues will be further reduced by approximately $1.8
million in 1998. See Results of Operations - Telephone Operations for additional information.

Certain long distance carriers continue to request that the Company reduce intrastate access tariffed

rates for certain of its telephone subsidiaries. There is no assurance that these requests will not result in
reduced intrastate access revenues in the future.

Other Matters

The Company's regulated telephone operations are subject to the provisions of SFAS 71, under which
the Company is required to account for the economic effects of the rate-making process, including the
recognition of depreciation of plant and equipment over lives approved by regulators. The ongoing
applicability of SFAS 71 to the Company's regulated telephone operations is being monitored due to the
changing regulatory, competitive and legislative environments. When the regulated operations of the
Company no longer qualify for the application of SFAS 71, the net adjustments required will result in a
material, extraordinary, noncash charge against eamings. While the amount of such charge cannot be
precisely estimated at this time, management believes that the noncash. after-tax. extraordinary charge

would be between $250 million and $300 million. See Note 11 of Notes to Consolidated Financial
Statements for additional information.

The Company has certain obligations based on federal, state and local laws relating to the protection of

the environment. Costs of compliance through 1997 have not been material, and the Company currently

has no reason to believe that such costs will become material.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Not applicable for 1997.
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Item 8. Financial Statements and Supplementary Data

Repont of Management

The Shareholders

Century Telephone Enterprises, Inc.:

Management has prepared and is responsible for the Company's consolidated financial statements. The
consolidated financial statements have been prepared in accordance with generally accepted accounting

principles and necessarily include amounts determined using our best judgments and estimates with
consideration given to materiality.

The Company maintains internal control systems and related policies and procedures designed to
provide reasonable assurance that the accounting records accurately reflect business transactions and that
the transactions are in accordance with management’s authorization. The design, monitoring and revision
of the systems of internal control involve, among other things, our judgment with respect to the relative
cost and expected benefits of specific control measures. Additionally, the Company maintains an internal
auditing function which independently evaluates the effectiveness of internal controls. policies and

procedures and formally reports on the adequacy and effectiveness thereof

The Company's consolidated financial statements have been audited by KPMG Peat Marwick LLP,
independent cenified public accountants, who have expressed their opnion with respect to the faimess ot
the consolidated financial statements. Their audit was conducted in accordance with generally accepted
auditing standards, which includes the consideration of the Company’s internal controls to the extent

necessary to form an independent opinion on the consolidated financial statements prepared by
management.

The Audit Commirtee of the Board of Directors is composed of directors who are not officers or
employees of the Company. The Committee meets periodically with the independent certified
public accountants, internal auditors and management. The Committee considers the audit scope and

discusses internal control, financial and reporting matters. Both the independent and internal auditors have
free access to the Committee.

s’ R. Stewart Ewing, Jr.,

R. Stewart Ewing, Jr.

Senior Vice President and Chief Financial Officer
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Inde ent Auditors’ Repont

The Board of Directors

Century Telephone Enterprises, Inc.:

We have audited the consolidated financial statements of Century Telephone Enterprises, Inc. and
subsidiaries as histed in ltem 14a(i). In connection with our audits of the consohdated financial statements,
we have also audited the financial statement schedules as listed in Item 14a(ii). These consolidated
financial statements and financial statement schedules are the responsibility of the Company's management,

Our responsibility is to express an opinion on these consolidated financial statements and financial
statement schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall

financial statement presentation. We believe that our audits provide a reasonable basis for our opinion

In our opinion, the consolidated financial statements refeired to above present fairly, in all matenal
respects, the financial position of Century Telephone Enterprises, Inc. and subsidiaries as of December 31,
1997 and 1996, and the results of their operations and their cash flows for each of the vears in the three-
year period ended December 31, 1997, in conformity with generally accepted accounting principles. Also
in our opinion, the related financial statement schedules. when considered in relation 1o the basic

consolidated financial statements taken as a whole, present fairly, in all material respects, the informanon
set forth therein.

/s’ KPMG Peat Marwick LLP
KPMG PEAT MARWICK LLP

Shreveport, Louisiana

January 28, 1998, except as to the third paragraph of Note 20
which is as of February 25, 1998.
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CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Income

Year ended December 31,

1997 1996 i995
(Dollars in thousands,
except per share amounts)
OPERATING REVENUES
Telephone $ 530,597 451,538 419242
Wireless 307.742 250,243 197,494
Other 63,182 47,896 28,104
Total operating revenues 901,521 749,677 644,840
OPERATING EXPENSES
Cost of sales and operating expenses 474,256 394,360 328.151
Depreciation and amortization 159,495 132,021 113,770
Total operating expenses 633,751 526,381 441.921
OPERATING INCOME 267.770 223,296 202,919
OTHER INCOME (EXPENSE)
Gain on sales of assets, net 169,640 815 6,782
Interest expense (56,474) (44,662) (43.615)
Income from unconsolidated cellular entities 27,794 26,952 20.084
Minority interest (5,498) (6,675) (8.084)
Other income and expense 5.109 3916 4,982
Total other income (expense) 140,571 (19.654) (19.851)
INCOME BEFORE INCOME TAX EXPENSE 408,341 203,642 183,068
Income tax expense 152,363 74,565 68,292
NET INCOME § 255978 129077 114,776
BASIC EARNINGS PER SHARE* S 2.84 1.45 1.33
DILUTED EARNINGS PER SHARE®* S 2.80 1.43 1.31
DIVIDENDS PER COMMON SHQE' s 247 24 .22

* Adjusted to reflect stock split. See Note 20.

See accompanying notes to consolidated financial statements.
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CENTURY TELEPHONE ENTERPRISES, INC.

Consolidated Balance Sheets

December 31,
1997 1996
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 26,017 8.402
Accounts receivable
Customers. less allowance of $5,954 and $3,327 143,613 60,181
Other 83,659 26,263
Materials and supplies. at average cost 21,994 8222
Other 8.197 6,166
Total current assets 283 480 109,234
NET PROPERTY, PLANT AND EQUIPMENT 2258 563 1149012
INVESTMENTS AND OTHER ASSETS
Excess cost of net assets acquired, less accumulated
amortization of $84,132 and $67,061 1,767,352 532410
Other 400,006 237.849
Total investments and other assets 2.167.358 770,259
TOTAL ASSETS __ S 4.709401 2,028,505
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt S 55,244 19919
Accounts payable 83.378 60,548
Accrued expenses and other current liabilities
Salaries and benefits 38,225 20,224
Taxes 74,898 13,913
Interest 20,821 5.581
Other 25229 8.837
Advance billings and customer deposits 24213 15,122
— Total current liabilities 322,008 144,144
LONG-TERM DEBT 2609541 625930
DEFERRED CREDITS AND OTHER LIABILITIES 477,580 230.278
STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
175,000,000 shares, issued and outstanding
91,103.674* and 59,858,540 shares 91,104 59,859
Paid-in capital 469.586 474,607
Unrealized holding gain on investments, net of taxes 11.893 -
Retained earnings 728,033 494,726
Unearned ESOP shares (8.450) (11,080)
Preferred stock - non-redeemsble 8. 106 10,041
Total stockholders' equity 1,300,272 1,028,153
JOTAL LIABILITIES AND EQUITY $ 4.709.40] 2,028,505

* Adjusted to reflect stock split. See Note 20.
See accompanying notes to consolidated financial statements.
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CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Cash Flows

Year ended December 31,

1997

1996

1995

OPERATING ACTIVITIES

{Dollars in thousands)

Net income 255978 129,077 114,776
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization 159,495 132,021 113,770
Income from unconsolidated cellular enuties (27.794) (26,952) (20,084)
Minority interest 5498 6,675 8,084
Deferred income taxes 16.230 7,935 9,563
Gain on sales of assets (169,640) (815) (6,782)
Changes in current assets and current liabilities:
Accounts receivable 7,649 (4.353) (8,949)
Accounts payable (25.440) 3,103 2,656
Other accrued 1axes 58,205 1,285 (4,134)
Other current assets and other current liabilities, net 7.263 6.220 (4,413)
Increase in other noncurrent liabilities 2173 4.308 5,754
Other, net 7,702 1,151 5497
Net cash provided bv operating activities 297319 264,652 215,738
INVESTING ACTIVITIES
Acquisitions, net of cash acquired (1.543.814) (46,327) (22.130)
Payments for property, plant and equipment (181.225) (222.885)  (196,592)
Investment in unconsolidated personal
communications services entity - 18,900 (20.000)
Investments in unconsolidated cellular entities (810) (744) (8.013)
Distributions from unconsolidated cellular entities 16.8258 15,648 4,957
Proceeds from sales of assets 202,705 - 19,953
Purchase of life insurance investment (12,962) (5,944) (6,418)
Note receivable 22.500 1,667 833
Other, net (6.346) (2.106) (396)
Net cash used in investing activities (1.503,127) (241,791)  (227,806)
FINANCING ACTIVITIES
Proceeds from issuance of long-term debt 1.312.546 59,649 203,987
Payments of long-term debt (79.203) (57.021) (18,377)
Notes payable, net - (14.199)  (158.000)
Proceeds from issuance of common stock 14,156 10,089 6,522
Cash dividends (22.671) (21,775) (19.351)
Other, net (1,405) 258 (1.327)
Net cash provided by (used in) financing activities 1,223.423 (22.999) 13,454
Net increase (decrease) in cash and cash equivalents 17615 (138) 1,386
Cash and cash equivalents at beginning of vear 8402 8.540 7.154
CASH AND CASH EQUIVALENTS AT END OF YEAR 26017 8,402 8,540

See accompanying notes to consolidated financial statements.
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CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Statements of Stockholders” Equity

Year ended December 31,

1697

1996

199§

(Dollars and shares in thousands)

COMMON STOCK
Balance at beginning of vear $ 59859 9,114 53574
Issuance of common stock for acquisitions 75 257 s
Conversion of convertible securities into common stock 237 i3 4,541
Issuance of common stock through dividend
reinvestment. incentive and benefit plans 565 455 422
Three-for-two stock split 30,368 - -
Balance a! end of vear 91104 59859 59114
PAID-IN CAPITAL
Balance at beginning of year 474,607 453,584 319,235
Issuance of commen stock for acquisitions 3241 8,201 15981
Conversion of conventible securities into common stock 4.998 163 108,601
Issuance of common stock through dividend
reinvestment, incentive and benefit plans 13.591 9,676 6,100
Amortization of uneamed compensation and other 3517 2983 3,067
Three-for-two stock split (30.368) - -
B Balance at end of vear 469 586 174,607 453 S84
UNREALIZED HOLDING GAIN ON INVESTMENTS,
NET OF TAXES
Balance at beginning of year - . -
Change in unrealized holding gain on investments. net of laxes 11,893 - -
Balance a1 end of vear 11.893 -
RETAINED EARNINGS
Balance at beginning of year 494,726 IBTA4H4 291,99
Net income 255978 129,077 114,776
Cash dividends declared
Common stock - $.247, $.24 and $.22 per share* (22.211) (21,355) (19.228)
Preferred stock (464) (4205 (123)
Balance at end of vear 728.033 494 726 387.424
UNEARNED ESOP SHARES
Balance at beginning of vear (11.080) (13.960) {16840
Release of ESOP shares 2,630 2 880 2 K80
Balance at end of vear (8.450) (11.080) (13.960)
PREFERRED STOCK - NON-REDEEMABLE
Balance at beginning of year 10.041 2.262 2.268
Issuance of preferred stock for acquisitions - 1.975 -
Conversion of preferred stock into common stock (1.935) (196) ()
Balance at end of vear 8,106 10,041 2,262
TOTAL STOCKHOLDERS' EQUITY $ 1300272 1028,153 8K8.424
COMMON SHARES OUTSTANDING
Balance at beginning of year 59,859 59114 $3.574
Issuance of common stock for acquisitions 75 257 577
Conversion of convertible securilies into common stock 7 33 4,541
Issuance of commen stock through dividend
reinvestment. incentive and benefit plans 565 455 422
Three-for-two stock split 30368 - .
Balance at of year 91,14 59 859 59,114
iAﬁJustﬁ 10 reflect stocf spill, See Note 20,

See accompanying notes to consolidated financial statements.
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CENTURY TELEPHONE ENTERPRISES, INC.
Notes to Consolidated Financial Statements
December 31, 1997

(0 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation - The consolidated financial statements of Century Telephone Enterprises, Inc.
and its subsidiaries (the "Company") include the accounts of Century l'elephone Enterprises, Inc.
("Century™) and its majority-owned subsidiaries and partnerships. The Company’s regulated telephone
operations are subject to the provisions of Statement of Financial Accounting Standards No. 71,
"Accounting for the Effects of Certain Types of Regulation.” Investments in cellular entities where the

Company does not own a majority interest are accounted for using the equity method of accounting,

Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements

and the reported amounts of revenues and expenses during the reporting period. Actual results may differ
from those estimates.

Revenue recognition - Revenues are recognized when eamed. Certain of the C ompany's telephone
subsidiaries participate in revenue sharing arrangements with other telephone companies for interstate
revenue and for certain intrastate revenue. Such sharing arrangements are funded by toll revenue and/or
access charges within state jurisdictions and by access charges in the interstate market Revenues eamed

through the various sharing arrangements are initially recorded based on the Company's estimates

Property, plant and equipment - Telephone plant is stated substantially at original cost of construction.
Normal retirements of telephone property are charged against accumulated depreciation, along with the
costs of removal, less salvage, with no gain or loss recognized. Renewals and betterments of plant and
equipment are capitalized while repairs, as well as renewals of minor items, are charged to operating
expense. Depreciation of telephone properties is provided on the straight line method, using class or

overall group rates acceptable to the regulatory authorities; such rates range from 1.8% to 25%

Non-telephone property is stated at cost and, when sold or retired, a gain or loss is recognized

Depreciation of such property is provided on the straight line method over estimated service lives ranging
from three to 30 years.

Impairment of long-lived assets and excess cost of net assets acquired (goodwill) - In 1996 the Company
adopted Statement of Financial Accounting Standards No. 121 ("SFAS 121"), "Accounting for the
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Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of." SFAS 121 established
accounting standards for the impairment of long-lived assets, certain identifiable intangibles, and goodwill
related to those assets to be held and used, and for long-lived assets and certain identifiable intangibles to
be disposed of. The carrying value of long-lived assets, including allocated goodwill, is reviewed for
impairment at least annually, or whenever events or changes in circumstances indicate that such carrying
value may not be recoverable. by assessing the recoverability of such carrving value through estimated
undiscounted future net cash flows expected to be generated by the assets or the acquired business. The
adoption of SFAS 121 did not affect the C ompany’s consolidated financial position or results of operations
The excess cost of net assets acquired of substantially all of the Company's acquisitions accounted for as

purchases is being amortized over forty years.

Affiliated transactions - Cenain service subsidiaries of Century provide installation and maintenance
services, materials and supplies, and managerial, technical and accounting services 1o subsidiaries. In
addition, Century provides and bills management services 1o subsidiaries and in certain nstances makes
interest bearing advances to finance construction of plant and purchases of equipment. These transactions
are recorded by the Company's telephone subsidiaries at their cost to the extent permitted by regulatory
authorities. Intercompany profit on transactions with regulated affiliates is limited 1o a reasonable retum on
investment and has not been eliminated in connection witl consolidating the results of operations of

Century and its subsidiaries. Intercompany profit on transactions with nonregulated affiliates has been
eliminated.

Income taxes - Century files a consolidated federal income tax return with its cligible subsidiaries. The
Company uses the asset and liability method of accounting for income taxes under which deferred tax
assets and liabilities are established for the future 1ax consequences attributable to differences between the
financial statement carrying amounts of assets and liabilitics and their respective tax bases. Investment tax
credits related to telephone plant have been deferred and are being amortized as a reduction of federal

income tax expense over the estimated useful lives of the assets giving rise to the credits.

Derwvarive financial instruments - Beginning in late 1997, the C ompany entered into certain interest rate
hedge contracts in anticipation of a public debt issuance, utilizing such hedge contracts to manage interest
rate exposure. The hedge contracts are treated as off-balance sheet financial instruments. Gains and losses
related to hedges of anticipated transactions are deferred and amortized as interest expense over the life of
the underlying debt issuance. The Company does not utilize derivative financial instruments tor wrading or
other speculative purposes.

Earnings per share - During 1997 the Company adopted Statement of Financial Accounung Standards No.

128 ("SFAS 128"), "Eamings per Share." SFAS 128 established requirements for the computation of basic

camnings per 5! - and diluted eamnings per share and was cffective for financial statements issued for
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periods ending after December 15, 1997. Eamings per share amounts for prior periods have been restated
to conform with SFAS 128.

Stock compensation - During 1996 the Company adopted Statement of Financial Accounting Standards No,
123 ("SFAS 123"), "Accounting for Stock-Based Compensation.™ As allowed by SFAS 123, the Company
accounts for employee stock compensation plans in accordance with Accounting Principles Board Opinion
No. 25, "Accounting for Stock Issued to Employees.”

Cash equivalents - The Company considers short-term investments with a maturity at date of purchase of
three months or less to be cash equivalents.

Reclassifications - Certain amounts previously reported for prior years have been reclassified to conform
with the 1997 presentation.

(2) MAJOR ACQUISITION

On December 1, 1997, Century acquired Pacific Telecom, Inc. ("PT1") in exchange for $1.503 billion
cash. To finance the acquisition. which was accounted for as a purchase. Century borrowed $1.288 billion
under its $1.6 billion senior unsecured credit facility dated August 28. 1997 with NationsBank of Texas.
N.A. and a syndicate of other lenders. This debt matures in five years and carries floating-rate interest
based upon London InterBank Offered Rates for short-term periods. The weighted average interest rate of

this debt as of December 31, 1997 was 6.17%. Century paid the remainder of the PT1 acquisition price
with available cash.

As a result of the acquisition, the Company acquired (i) telephone access lines located in four
midwestern states, seven western states and Alaska, (ii) cellular subscribers in two midwestern states and

Alaska and (iii) various wireless, cable television and other communications assets.

The purchase price will be allocated to the assets and liabilities of PT1 based on their estimated fair
value. As of December 31, 1997, a preliminary allocation of the purchase price was made. Such

allocation will be refined and finalized, primarily as it relates to noncurrent assets and liabilities, during
1998.

The following pro forma information represents the consolidated results of operations of the Company
as if the PTI acquisition had been consummated as of January 1, 1997 and 1996.
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Year ended December 31. 1997 1996

(Dollars in thousands, except
per share amounts)

{unaudited)
Operating revenues < 1,392.268 1.245,036
Net income 256,992 120,632
Diluted earnings per share 2.81 1.34

The pro forma information is not necessarily indicative of the operating results that would have
occurred if the PTI acquisition had been consummated as of January 1 of cach respective period, nor 1s it
necessarily indicative of future operating results. The actual results of operations of PT1 are included in the

Company's consolidated financial statements only from the date of acquisition
(3) PROPERTY, PLANT AND EQUIPMENT

Net property, plant and equipment at December 31, 1997 and 1996 was composed of the

following:

December 31,

1997

1996

Telephone, at original cost
Cable and wire

(Dollars in thousands)

S 1.843.002 726,340
Central office 1.070.477 389.259
General support 256.203 102,667
Information origination/termination 65,304 27.881
Construction in progress 53.382 38.981
Other 7.492 5161
3.295.860 1,290,289
Accumulated depreciation (1.375.835) (417,497)
1,920,025 872792
Wireless, at cost
Cell site 284.599 203,879
General support 66,400 47,138
Construction in progress 5.555 15716
Other 23.664 2,656
380.218 269,389
Accumulated depreciation (133.357) (75.666)
246.861 193,723
Corporate and other, at cost
General support 148,883 94,042
Other 20,537 31,973
169,420 126,015
Accumnulated depreciation (77.743) (43,518)
91,677 8. 497
Net property, plant and equipment § 2258563 1,149.012

58



Depreciation expense was $142.6 million, $118.9 million and $102.1 million in 1997, 1996 and 1995,

respectively. The composite depreciation rate for telephone properties was 7.4% for 1997 and 7.5% for
1996 and 1995.

4 INVESTMENTS AND OTHER ASSETS

Investments and other assets at December 31, 1997 and 1996 were composed of the following:

December 31, 1997 1996

(Dollars in thousands)
Excess cost of net assets acquired, less accumulated amortization $ 1.767.352 532410
Investments in unconsolidated cellular entities 189,363 99212
Cash surrender value of life insurance contracts, net 78.658 61,750
Marketable equity securities 40,570 8478
Other 91415 68 409
_ $ 2167358 770,259

As a result of the purchase of PTI, the Company recorded approximately $1.2 billion of excess cost of
net assels acquired.

Goodwill amortization of $16.6 million, $12.8 million and $11.4 million for 1997, 1996 and 1995,

respectively, is included in "Depreciation and amortization” in the Company's Consolidated Statements of
Income.

The Company's investments in marketable equity securities are classified as available for sale and are
reported at fair value with unrealized holding gains and losses reported, net of taxes, as a separale
component of stockholders' equity. As of December 31, 1997, gross unrealized holding gains of the

Company's marketable equity securities were $18.3 million
(5) INVESTMENTS IN UNCONSOLIDATED CELLULAR ENTITIES
The Cumﬁan_v's share of eamings from cellular entities in which it does not own a majority inlerest was

$29.4 million, $28.2 million and $21.4 million in 1997. 1996 and 1995, respectively, and is included., net of

$1.6 million, $1.3 million and $1.3 million of amortization of goodwill aunibutable 1o such investments, in
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"Income from unconsolidated cellular entities" in the Company's Consolidated Statements of Income.

Over 70% of the 1997 income from unconsolidated cellular entities was attributable to the following

Investments.
Ownership interest

Alltel Cellular Associates of Arkansas Limited Partnership 36%
Lafayette MSA Limited Partnership 49%
GTE Mobilnet of Austin Limited Partnership 35%
Detroit SMSA Limited Partnership 3%
Michigan RSA #9 Limited Parnership 43%
New Mexico 4 - Santa Fe RSA West Limited Parmership 36%

The following summarizes the unaudited combined assets, liabilities and equity, and the unaudited
combined results of operations, of the cellular entities in which the Company's investments (as of

December 31, 1997 and 1996) were accounted for by the equity method.

December 31, 1997 1996
{Dollars in thousands)
(unaudited)
Assels
Current assets s 322,863 286,197
Property and other noncurrent assets 767,123 603,204
S 1.089.986 889401
Liabilities and equity
Current labilities $ 157.492 108,525
Noncurrent liabilities 25413 24.564
Equity 907.081 756,312
_ __ S 1.089.986 889,401
Year ended December 31, 1997 1996 1995
(Dollars in thousands)
(unaudited)
Results of operations
Revenues € 1,277,524 985.788 743.779
Operating income $ 419246 338.554 266,355
Net income $ 395990 339,040 268,967

At December 31, 1997, $52.6 million of the Company’s consolidated retained camnings represented
undistributed earning: of unconsolidated cellular entities



(6) LONG-TERM DEBT

December 31, 1997 1996
(Dollars in thousands)
Century
6.17%* Senior Credit Facility, due 2002 $ 1.535.000 -
8.25% senior notes, series B, due 2024 100,000 100,000
7.2% senior notes, series D, due 2025 100,000 100,000
7.0%* notes pavable to banks, due 2000 30,000 62,500
7.75% senior notes, series A, due 2004 50,000 50.000
6.55% senior notes, series C, due 2005 50,000 50,000
9.4% senior notes, due through 2003 21.200 25,800
6.9%* Employee Stock Ownership Plan commitment,
due in installments through 2004 8.450 11,080
9.9%"* notes, due in installments through 2006 304 417
Total Century 1.894,954 399,797
Subsidiaries

First mortgage debt
6.0%* notes, payable to agencies of the United States
government and cooperative lending associations,

due in installments through 2027 348,971 208,920

7.9% notes, due through 2002 5,969 -

6.1% bonds - 1,775

Other debt

7.5%"* unsecured medium-term notes, due through 2008 360,678 -

7.4%* notes, due in installments through 2020 40,805 18,112

6.5% note, due in installments through 2001 12,040 14,605
8.2%* capital lease obligations, due in 1998 1,368 2,640

Total subsidiaries 769,831 246,052

Total long-term debt 2,664,785 645,849
Less current maturities 55244 19919
Long-term debt, excluding current maturities $ 2.609.54] 625930

* weighted average interest rate at December 31, 1997

The approximate annual debt maturities for the five years subsequent to December 31, 1997 are as
follows: 1998 - $55.2 million; 1999 - $44.8 million: 2000 - $52.9 million; 2001 - $72.4 million; and 2002 -
$£702.5 million.

Short-term borrowings of $30.0 million at December 31, 1997 were classified as long-term debt on the

accompanying balance sheet as the Company had available an aggregate of $351.0 million under long term
revolving facilities.

Certain of the Company's loan agreements con.ain various restrictions. among which are limitations

regarding issuance of additional debt, payment of cash dividends, reacquisition of the Company's capital
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stock and other matters. At December 31, 1997, all of the consolidated retained eamings reflected on the
balance sheet was available for the declaration of dividends.

The transfer of funds from certain consolidated subsidiaries to Century is restricted by vanious loan
agreements. Subsidiaries which have loans from government agencies and cooperative lending
associations, or have issued first mortgage bonds, generally may not loan or advance any funds to Century,
but may pay dividends if certain financial ratios are met. At December 31. 1997, restricted net assets of
subsidiaries were $344.2 million. Subsidiaries’ retained eamings in excess of amounts restricted by debt
covenants totaled $684.2 million.

Most of the Company's telephone property, plant and equipment is pledged 1o secure the long-term
debt of subsidiaries.

In August 1997 Century entered into a $1.6 billion senior unsecured revolving credit facility (the
"Senior Credit Facility”) with NationsBank of Texas, N.A_ and a svndicate of other lenders. Such Senior
Credit Facility was initially utilized to finance a substantial portion of the purchase price of PTI. See Note
2 for additional information. At December 31, 1997, the Senior Credit Facility had an outstanding balance

of $1.535 billion. This debt matures in five years and carries floating-rate interest based upon London
InterBank Offered Rates for short-term periods.

In December 1997 the Company filed a shelf registration statement with the United States Securities
and Exchange Commission registering $1.5 billion of senior unsecured debt securities. preferred stock,
common stock and warrants, under which the Company issued $665.0 million of senior debt securities in
January 1998. The Company concurrently issued the remaining $100.0 million of senior debt securities

under its prior shelf registration statement. See Note 20 for additional information
Century's telephone subsidiaries had approximately $140.9 million in commitments for long-term

financing from the Rural Utilities Service available at December 31, 1997, Approximately $351.1 million

of additional borrowings were available to the Company through committed lines of credit with various
banks.

(7) DEFERRED CREDITS AND OTHER LIABILITIES

Deferred credits and other liabilities at December 31. 1997 and 1996 were composed of the following:




December 31, 1997 1996
(Dollars in thousands)

Deferred federal and state income taxes S 272.290 111,110
Accrued postretirement benefit costs 99,429 48,515
Minority interest 47,695 32.460
Regulatory hability - income taxes 22,856 22.575
Deferred investment tax credits 6,355 3,882
Other 28,955 11,736

§ 477,580 230,278

(8) POSTRETIREMENT BENEFITS

The Company sponsors defined benefit health care plans that provide postretirement medical, life and
dental benefits to substantially all retired full-time employees.

Net periodic postretirement benefit cost for 1997, 1996 and 1995 included the following components:

Year ended December 31, 1997 1996 1995
(Dollars in thousands)
Service cost $ 2578 2.354 1,769
Interest cost 5.047 4212 3972
Actual return on plan assets (458) - =
Amortization of unrecognized actuarial losses (gains) 292 475 (50)
Amortization of unrecognized prior service cost 121 121 121
Net periodic postretirement benefit cost S 7.580 7.162 5,812

The following table sets forth the amounts recognized as liabilities for postretirement benefits in the
Company’s consolidated balance sheets at December 31, 1997 and 1996,

December 31, 1997 1996

(Dollars in thousands)

Accumulated postretirement benefit obligation

Retirees and retirees’ dependents $ 74,148 25,105

Fully eligible active plan panticipants 22,045 10,512

Other active plan participants 56,439 23,540
Accumulated postretirement benefit obligation 152,632 59,157
Plan assets, primarily listed stocks and bonds (34,618) -
Unrecognized prior service cost (1.182) (1.303)
Unrecognized net loss (14.622) (6,986)
Accrued postretirement benefit costs $ 102.210 50,868

For calculation purposes, the ultimate health care cost rate was assumed to range from 4.5% to 6% |
the assumed health care cost rate had been increased by one percentage point in each year, the accumulated
postretirement benefit obligation as of December 31, 1997 would have increased $9.0 million and the net
periodic postretirement benefit cost for the year ended December 3 1. 1997 would have increased $483,000.
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The postretirement benefit plan assumed in connection with the PT1 acquisition had plan assets of $34.6
million as of December 31, 1997

The discount rates used in determining the accumulated postretirement benefit obligation as of
December 31, 1997 and 1996 were 7.0% and 7.75%, respectively.

(9) STOCKHOLDERS' EQUITY

Common stock - At December 31, 1997, unissued shares of Century common stock were reserved as
follows:

December 31, 1997
{In thousands)

Incentive compensation program 4,951
Acquisitions 3414
Employee stock purchase plan 759
Conversion of convertible preferred stock 31
Other emplovee benefit plans 1,929

11,394

Under Century's Articles of Incorporation each share of common stock beneficially owned
continuously by the same person since May 30, 1987 generally entitles the holder thereof to ten votes per
share. All other shares entitle the holder to one vote per share. At December 31. 1997, the holders of 11 6
million shares of common stock were entitled to ten votes per share. See Note 20 for additional

information concerning a stock split in early 1998.

Preferred stock - As of December 31, 1997, Century had 2.0 million shares of preferred stock, $25 par
value per share, authorized. At December 31, 1997 and 1996, there were 324.238 and 401.629 shares,
respectively, of outstanding preferred stock. Holders of outstanding Century preferred stock are entitled to
receive cumulative dividends, receive preferential distributions equal to $25 per share plus unpaid

dividends upon Century’s liquidation and vote as a single class with the holders of common stock.

Shareholders* Rights Plan - In 1996 the Board of Directors declared a dividend of one preference share
purchase right for each common share outstanding. Such rights become exercisable if and when a potential
acquiror takes certain steps to acquire 15% or more of Century's common stock. Upon the occurrence of
such an acquisition, each right held by sharehclders other than the acquiror may be exercised to receive that
number of shares of common stock or other securities of Century (or, in certain situations, the acquiring

company) which at the time of such transaction will have a market value of two times the exercis price of

the right.




(10) INCOME TAXES

The tax effects of temporary differences that gave nise to significant portions of the deferred tax
assets and deferred tax liabilities at December 31, 1997 and 1996 were as follows:

December 31, 1997 1996
(Dollars in thousands)
Deferred tax assets
Postretirement benefit costs $ 35826 16,790
Regulatery support 15.681 -
Net operating loss carryforwards of an acquired subsidiary 8013 8,367
Regulatory liability 8,000 7.901
Long-term debt 1,957 .
Deferred compensation 2,994 2435
Other employee benefits 5.287 4,393
Other 5,788 3,362
Gross deferred tax assets 88,546 43,248
Less valuation allowance (8.013) (8.367)
Net deferred tax assets 80,533 34 881
Deferred tax liabilities
Property, plant and equipment. primarily
due to depreciation differences (303,500) (129,123)
Excess cost of net assets acquired (7177 (6.112)
Assets to be sold (3,382) :
Marketable equity securities (11,840) (2.167)
Intercompany profits (3.112) (3,338)
Other (23.812) (5.251)
Gross deferred tax liabilities (352,823) (145991)
Net deferred tax liability $ (272290) (111,110
Income tax expense for the years ended December 31, 1997, 1996 and 1995 was as follows:
Year ended December 31, 1997 1996 1995
(Dollars in thousands)
Federal
Current $122.861 60,530 53,554
Deferred 14.768 7.390 9,021
State
Current 13272 6,100 5,175
Deferred 1,462 545 542
S 152363 74,565 65,292
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Income tax expense was allocated as follows:

Year ended December 31, 1997 1996 1995
(Dollars in thousands)

Net tax expense in the consolidated statements of income $ 152,363 74,565 68,292
Stockholders’ equity, primarily for compensation expense
for tax purposes in excess of amounts recognized for
financial reporting purposes (2.554) (1.866) (2.354)
$ 149809 72,699 65938

The following is a reconciliation from the statutory federal income tax rate to the Company's eflective
income tax rate:

Year ended December 31, 1997 1996 1995
(Percentage of pre-tax income)
Statutory federal income tax rate 35.0% 350 350
State income taxes, net of federal income tax benefit 23 21 20
Amortization of nondeductible exces: cost of net assets acquired 1 1.8 18
Amortization of investment tax credits () (1 (13
Amortization of regulatory liability (5 (9 (1.0)
Other_ net () (3) 8
Effective income tax rate 37.3% 36.6 37.3

(11) ACCOUNTING FOR THE EFFECTS OF REGULATION

The Company's regulated telephone operations are subject to the provisions of Statement of Financial
Accounting Standards No. 71 ("SFAS 71"), "Accounting for the Effects of Certain T vpes of Regulation.”
Actions of a regulator can provide reasonable assurance of the existence of an asset, reduce or eliminate the
value of an asset and impose a liability on a regulated enterprise. Such regulatory assets and habilities are

required to be recorded and, accordingly, reflected in the baiance sheet of an entity subject to SFAS 71

The Company's consolidated balance sheet as of December 31, 1997 included regulatory assets of
approximately $7.0 million and regulatory liabilities of approximately $22 9 million exclusive of (i)
property, plant and equipment, (ii) accumulated depreciation and (iii) deferred income taxes and deferred
Investment tax credits associated with regulatory assets and liabilities. The $7.0 million of regulatory
assets included assets established in connection with postretirement benefits (1.4 million), income taxes
($2.6 million) and deferred financing costs ($2.8 million). The $22.9 million of regulatory Labilities was
established in connection with the adoption of Statement of Financial Accounting Standards No. 109,
"Accounting For Income Taxes." Net deferred income tax assets related to the regulatory assets and
liabilities quantified above were $5.5 million.




Property, plant and equipment of the Company's regulated telephone operations has been depreciated
using generally the straight line method over lives approved by regulators. Such depreciable lives have
generally exceeded the depreciable lives used by nonregulated entities. In addition, in accordance with
regulatory accounting, retirements of regulated telephone property have been charged 10 accumulated
depreciation, along with the costs of removal, less salvage, with no gain or loss recognized. These
accounting policies have resulted in accumulated depreciation being significantly less than if the

Company's telephone operations had not been regulated.

Statement of Financial Accounting Standards No. 101 ("SFAS 101), "Regulated Enterprises -
Accounting for the Discontinuance of Application of FASB Statement No. 71" specifies the accounting
required when an enterprise ceases to meet the criteria for application of SFAS 71. SFAS 101 requires the
elimination of the effects of any actions of regulators that have been recognized as assets and liabilities in
accordance with SFAS 71 but would not have been recognized as assets and liabilities by enterpnises in
general, along with an adjustment of certain accumulated depreciation accounts to reflect the difference
between recorded depreciation and the amount of depreciation that would have been recorded had the
Company's telephone operations not been subject to rate regulation. SFAS 101 further provides that the
carrying amounts of property, plant and equipment are to be adjusted only 10 the extent the assets are
impaired and that impairment shall be judged in the same manner as for enterprises in general Deferred
tax liabilities and deferred investment 1ax credits will be impacted based on the change in the temporary

differences for property, plant and equipment and accumulated depreciation

The ongoing applicability of SFAS 71 to the Company's regulated telephone operations is being
monitored due to the changing regulatory, competitive and legislative en\ ronments, and it is possible that
changes in regulation, legislation or competition or in the demand for regulated services or products could
result in the Company’s telephone operations no longer being subject to SFAS 71 in the near future. When
the regulated operations of the Company no longer qualify for the application of SFAS 71, the net
adjustments required will result in a material, noncash charge against earnings which will be reported as an
extraordinary item, While the effect of implementing SFAS 101 cannot be precisely estimated at this time,
management believes that the noncash, after-tax, extraordinary charge would be between $250 million and
$300 million. For regulatory purposes, the accounting and reporting of the Company’s telephone
subsidiaries will not be affected by the discontinued application of SFAS 71

(12) EARNINGS PER SHARE

Basic earnings per share amounts are determined on the basis of the weighted average number of
common shares outstanding during the year. Diluted earnings per share give effect to all petential dilutive

common shares that were outstanding during the period. See Note 20 for additional information
conceming a stock split in early 1998,
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The following is a reconciliation of the numerators and denominators of the basic and diluted eamings
per share computations:

Year ended December 31, 1997 1996 1995

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

Income (Numerator):

Net income § 255,978 129.077 114,776
Dividends applicable to preferred stock (460) (420) (123)
Net income applicable to common stock for
computing basic eamings per share 255,518 128.657 114,653
Dividends applicable to preferred stock 460 420 123
Interest on convertible securities. net of taxes 480 579 714
Net income as adjusted for purposes of
computing diluted earnings per sh $ 256,458 129.656 115,490
Shares (Denominator)® . T
Weighted average number
of shares outstanding during period 90,425 89,432 87.000
Employee Stock Ownership Plan shares
not committed to be released (435) (498) (559)
Weighted average number of shares outstanding during
period for computing basic earnings per share 89,990 88,934 86,441
Incremental common shares attributable to dilutive securities:
Conversion of preferred stock 441 459 309
Conversion of convertible securities 676 846 1.134
Shares issuable under stock option plan S01 414 420
Number of shares as adjusted for purposes of computing
diluted eamnings per share 91.608 90.653 88,304
Basic earninstr share* $ 2.84 145 1.33
Diluted earnings per share* $ 280 1.43 1.31

*Adjusted to reflect stock split.

The weighted average number of options to purchase shares of common stock that were excluded
from the computation of diluted earnings per share because the exercise price of the option was greater than

the average market price of the common stock was 732,000, 944,000, and 616,000 for 1997, 1996 and
1995, respectively.

(13) STOCK OPTION PROGRAM

Century has an incentive compensation program which allows the Board of Directors, through a
subcommitiee 1o the Compensation Committee, to grant incentives to employees in any one or a
combination of the following forms: incentive and non-qualified stock options, stock appreciation rights;
restricted stock; and performance shares. As of December 31, 1997, Century had reserved 5.0 million

shares of common stock which may be issued under the incentive compensation program.
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Under the program, options have been granted to employees at a price either equal to or exceeding the

then-current market price and all of the options expire ten years after the date of grant

During 1997 the Company granted 862,606 options (the "1997 Options”) at market price. The
weighted average fair value of each of the 1997 Options was estimated as of the date of grant to be $8.52
using an option-pricing model with the following assumptions: dividend yield - 8%: expected volatility -

25%: risk-free interest rate - 6.5%; and expected option life - eight vears.

During 1995 the Company granted 951,047 options (the "1995 Options”) above market price. The
weighted-average fair value of each of the 1995 Options was estimated as of the date of grant to be $6.62
using an option-pricing model with the following assumptions: dividend vield - 1.1%; expected volatility -

25%: risk-free interest rate - 6.5%; and expected option life - eight vears.

Stock option transactions during 1997, 1996 and 1995 were as follows.

Number Average
of options price
Outstanding December 31, 1994 5410200 $ 1442
Exercised (408.450) 6.75
Granted 951.047 2410
Outstanding December 31, 1995 3.952,797 16.97
Exercised (438,604) 12.48
Forfeited (18.826) 19.51
Outstanding December 31, 1996 3,495,367 18.17
Exercised (592,782) 15.27
Granted 862,606 20.26
Forfeited (25.904) 20.09
Outslanding December 31, 1997 3,739,287 19.09
Exercisable December 31, 1996 3476617 18.17
e -
Exercisable Dcccm_l_:gr 31,1997 3. 141,688 18.88

The following tables summarize certain information about Centuny's stock options at December 31,
1997

Options outstanding
Weighted average
Range of remaining contractual Weighted average
exercise prices Number of options life outstanding exercise price
s 5.90-10.67 27,681 .8 years $ 10.56
12.50-18.45 2,004,660 4.0 16.45
20.00-26.46 1,706,946 8.1 23.62
5.90-26.46 739,287 6.3 19.09
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Options exercisable

Range of Number of Weighted average
exercise prices oplions exercisable £xercise price
S 5.90-10.67 27,681 5 10.56
12.50-18.45 2,004,660 16 45
20.25-26.46 1,109,347 2425
5.90-26.46 3,141,688 18.88

The Company applies Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued 10
Employees,” in accounting for its program. Accordingly, no compensation cost has been recognized for the
program. If compensation cost for Century's program had been determined consistent with SFAS 123 for

the 1997 Options and the 1995 Options, the Company's net income and eamings per share on a pro forma
basis for 1997, 1996 and 1995 would have been as follows:

Year ended December 31, 1997 1996 1995

(Dollars in thousands,
except per share amounts)

Net income
As reported § 255978 129,077 114,776
Pro forma $252.773 129,077 110,813
Diluted eamings per share
As reported $ 280 1.43 1.31
Pro forma S 276 143 126

(14) SALES OF ASSETS

In May 1997 the Company sold its majority-ow ned compelitive access subsidiary to Brooks Fiber
Properties, Inc. ("Brooks") in exchange for approximately 4.3 million shares of Brooks' common stock.
The Company recorded a pre-tax gain of approximately $71 million ($46 million after-tax; $.50 per diluted
share). In November 1997 the Company sold approximately 3 8 million shares of Brooks' common stock

for $202.7 million cash and recorded a pre-tax gain of approximately $108 million ($66 million after-tax;
$.73 per diluted share).

In the first quarter of 1995 the Company sold, for an aggregate of $17.9 million cash, its ownership
interests in certain cellular Rural Service Areas located primarily in western states and three Metropolitan

Staustical Areas in the midwest. These transactions resulted in a pre-tax gain of £5.9 million ($2.0 million
after-tax; $.02 per diluted share).
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(15) RETIREMENT AND SAVINGS PLANS

Century sponsors an Outside Directors' Retirement Plan and a Supplemental Executive Retirement
Plan to provide directors and officers, respectively, with supplemental retirement, death and disability
benefits. In addition, the bargaining unit employees of a subsidiary are provided benefits under a defined
benefit pension plan and substantially all of the employees of PT1 are covered under a separate defined
benefit pension plan

The following table sets forth the combined plans’ funded status and amounts recognized in the
Company’'s consolidated balance sheet at December 31. 1997 and 1996,

December 31, 1997 1996

(In thousands)

Actuarial present value of benefit obligations:

Vested benefit obligation $ (165,103) (19,550)

Accumulated benefit obligation T (174.860) (19,588)
Projected benefit obligation T(00.539) (20.4773)
Plan assets at fair value, primarily listed stocks and bonds 237618 22,158
Plan assets in excess of projected benefit obligation 37.064 1.685
Unrecognized net loss (gain) (37.731}) |
Unrecognized net (asset) obligation being

recognized over 4-20 years (1350 519
(Accrued) prepaid pension cost S 2217) 3,204
Net periodic pension cost for 1997, 1996 and 1995 included the following components:
Year ended December 31, 1997 1996 1995
(In thousands)

Service cost $ 793 466 339
Interest cost 2,508 1.382 1,324
Actual return on plan assets (5.715) (2.273) (3.2000
Net amortization and deferral 2459 933 2465
Net periodic pension cost _ $ 45 508 928

Assumptions used in accounting for the pension plans as of December 1997 and 1996 were.

1967 1996
Discount rates 7.0% 7.75
Expected long-term rate of retum on assets 8.0-10.0% 80

Century sponsors an Employee Stock Bonus Plan ("ESBP") and an Employee Stock Ownership Plan
("ESOP"). These plans cover most employees with one year of service with the Company and are funded

by Company contributions determined annually by the Board of Directors
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The Company contributed $2.8 million, $1.9 million and $1 6 million to the ESBP during 1997, 1996

and 1995, respectively. At December 31, 1997, the ESBP owned $ | million shares of Century common
stock.

The Company's contributions to the ESOP approximate the ESOP's debt service less dividends
received by the ESOP applicable to unallocated shares. The ESOP shares initially were pledged as
collateral for its debt. As the debt is repaid, shares are released from collateral based on the percentage of
principal payment to outstanding debt before applying the principal pavment. As of each year end, such
released shares are allocated to active employees.

The ESOP had outstanding debt of $2.0 million at December 31. 1997 which was applicable to shares
purchased prior to 1993. Interest incurred by the ESOP on debt applicable to such shares was $274,000,
$430,000 and $580,000 in 1997, 1996, and 1995, respectively. The Company contributed and expensed
$1.8 million, $2.1 million and $2.3 million during 1997, 1996 and 1995, respectively, with respect to such
shares. Dividends on unallocated ESOP shares used for debt service by the ESOP were $126,000 in 1997,
$189,000 in 1996 and $170,000 in 1995. ESOP shares as of December 31. 1997 and 1996 which were
purchased prior 10 1993 were as follows

December 31, 1997 1996
(In thousands)

Allocated shares 2.198 2,168

Unreleased shares 213 441

2411 2,609

The Company accounts for shares purchased subsequent to December 31, 1992 in accordance with
Statement of Position 93-6 ("SOP 93-6"). Accordingly, as shares are released from collateral. the Company
reports compensation expense equal to the current market price of the shares and the shares become
outstanding for eamings per share computations. Dividends on allocated ESOP shares are recorded as a
reduction of retained eamings; dividends on unallocated ESOP shares are recorded as a reduction of debt
ESOP compensation expense applicable to shares purchased subsequent to 1992 was $1.5 million for 1997,
$1.4 million for 1996 and $1.3 million for 1995. The fair value of unreleased ESOP shares accounted for
under SOP 93-6 was $13.5 million and $9.7 million at December 31, 1997 and December 31, 1996,
respectively. ESOP shares purchased subsequent to 1992 totaled 625,275, of which 218.845 were allocated
and 406,430 were unreleased as of December 31, 1997

Century also sponsors a qualified profit sharing plan pursuant to Section 401(k) of the Internal
Revenue Code (the "401(k) Plan") which is available 1o substantially all employees of the Company. “he

Company's matching contributions 1o the 401(k) Plan were $2.8 million in 1997, £2.3 million in 1996 and
$£2.4 million in 1995,




(16) SUPPLEMENTAL CASH FLOW DISCLOSURES

The Company paid interest of $48.8 million, $45.1 million and $45 8 million during 1997, 1996 and

1995, respectively. Income taxes paid were $79.3 million in 1997, $64.1 million in 1996 and $62.4 million
in 1995

In addition to the acquisition of PTI, Century has consummated the acquisitions of various telephone
and cellular operations, along with certain other assets, during the three vears ended December 31, 1997
In connection with these acquisitions, the following assets were acquired, liabilities assumed. and common
and preferred stock issued:

Year ended December 31, 1997 1996 1995
{Dollars in thousands)

Property, plant and equipment $ 1,106,558 4,963 16,949
Excess cost of net assets acquired 1.204.284 5§3.220 70,124
Other investments 119.356 - 2,804
Notes payable (199.824) - (14,199)
Long-term debt (527.937) (3.273) (38,147)
Deferred credits and other liabilities (246.196) (171 (1.880)
Other assets and liabilities, excluding

cash and cash equivalents 90,889 8.021 3.037
Common stock issued (3.316) (8.458) (10.558)
Preferred stock issued - (7.975) -
Decrease in cash due to acquisitions S 1.545814 46,327 22,130

In May 1997 the Company sold its majority-owned competitive access subsidiary in exchange for
approximately 4.3 million shares of publicly-traded common stock. In November 1997 approximately 85%
of such stock was sold. See Note 14 for additional information. In addition. Century has consummated the
disposition of various cellular operations, along with certain other assets, durin g the three vears ended
December 31, 1997. In connection with these dispositions, the following assets were sold, liabilitics

eliminated, assets received and gain recognized:

Year ended December 31, 1997 1996 1995
(Dollars in thousands)

Property, plant and equipment $  (I8481) 900 (4,399)
Excess cost of net assets acquired (597) - (4,494)
Marketable equity securities 13.795 .
Other assets and liabilities, excluding cash and

cash equivalents (7.782) (85) (4,278)
Gain on sales of assets (169.640) 1815) (6,782)
Increase in cash due to dispositions $ (202,705) - (19.953)
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In February 1995 Century’s $115.0 million of outstanding 6% convertible debentures were crnverted

into Century common stock by the debenture holders at a conversion price of $16 89 per share.

(17) FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts and estimated fair values of certain of the

Company's financial instruments at December 31, 1997 and 1996,

Carrying Fair
amount value
(Dollars in thousands)

December 31, 1997

Financial assets

Investments
Marketable equity securities §  J40.570 40,570 ()
Other § 22455 24036 (1)
Financial liabilities
Long-term debt (including current maturities) S 2.664.785 2,677,348  (3)
Other S 24.213 24213 (n

Off-balance sheet financial instruments
Interest rate hedge contracts S - (16.061) (4)

December 31, 1996

Financial assets
Investments

Note receivable (including current portion) 5 22500 22500 (1)

Marketable equity securities $ B.A78 7959  (2)

Other S 16362 16,362 (1)
Financial liabilities

Long-term debt (including current maturities) S 6453849 649,756  (3)

Other £ 15122 15,122 (1)

(1) Fair value was estimated by the Company.

(2)  Fair value was based on quoted market prices.

(3)  Fair value was estimated by discounting the scheduled pavment streams to present value based
upon rates currently offered to the Company for similar debt.

(4)  Fair value represents the estimated amounts the Company would have to pay to settle these
contracts.

Cash and cash equivalents, accounts receivable, notes pavable. accounts pavable and accrued expenses -

The carrying amount approximates the fair value due to the short maturity of these instruments.

From October 1997 through December 1997, the C ompany entered into nine interest 1ute hedge
contracts for an aggregate notional amount of $800 million in anticipation of a public debt issuance. In

early January 1998, the Company entered into two additional hedge contracts for notional amounts of $100
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million each. On January 15, 1998, the Company issued a total of $765 million of senior notes and

debentures under its shelf registration statements. See Note 20 for additional information.

(18) BUSINESS SEGMENTS

The Company is engaged primarily in providing local exchange telephone services and cellular
telephone services.

The Company's telephone operations are conducted in rural, suburban and small urban communities in
21 states. Approximately 85% of the Company's telephone access lines are in Wisconsin, Washington,
Alaska, Michigan, Louisiana, Colorado, Ohio, Oregon and Montana

The Company's wireless operations reflect the operations of the cellular entities in which the Company
has a majority ownership interest. The Company's cellular customers are located primarily in Michigan,
Louisiana, Wisconsin, Mississippi, Texas and Arkansas.

Depreciation
Operating and Operating
revenues ___amortization income

{Dollars in thousands)
Year ended December 31, 1997

Telephone $ 530,597 115,722 173,285
Wireless 307,742 41,127 88,081
Other 75.817 2,646 6,404
Eliminations _ (12,635) - -
Total — $ 901,521 159 495 267,770

Year ended December 31, 1996

Telephone $45],538 95,793 155,183
Wireless 250,243 33,573 67914
Other 59,561 2,655 199
Eliminations (11.665) - -
Total S 749677 132,021 223,296
Year ended December 31, 1995

Telephone $419242 86,324 143,527
Wireless 197,494 25427 37.009
Other 39.580 2019 2,383
Eliminations (11,476) :
Total S 644 840 113,770 202919
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Year ended December 31, 1997 1996 1995
(Dollars in thousands)
Operating income $267.770 223.296 202,919
Gain on sales of assets, net 169.640 8is 6,782
Interest expense (56,474) (44,66.) (43,615)
Income from unconsolidated cellular entities 27.794 26,952 20,084
Minority interest (5.498) (6,675) (8,084)
Other income and expense 5,109 3916 4,982
Income before income 1ax expense ) $ 408,541 203,642 183,068
Year ended December 31, 1997 1996 1995
(Dollars in thousands)
Capital expenditures
Telephone $ 115854 110,147 136,006
Wireless 39,102 83,679 41,990
Corporate and other 26,269 29,059 18,596
Total S 181225 222 885 196,592
Identifiable assets
Telephone $ 3379376 1.174.317 1,114,827
Wireless 989,729 644 587 547.260
General corporate 181,413 95.545 109,096
Other 158,883 114,056 91.238
Total assets $ 4.709.401 2,028,508 1862421

Other accounts receivable are primarily amounts due from various long distance carriers, principally

AT&T, and several large local exchange operating companies

(19)  COMMITMENTS AND CONTINGENCIES

Construction expenditures and investments in vehicles, buildings and other work equipment during
1998 are estimated to be $220 million for telephone operations, $90 million for wireless operations and $40
million for corporate and other operations.

The Company is involved in various claims and legal actions arising in the ordinary course of
business. In the opinion of management, the ultimate disposition of these matters will not have a material

adverse effect on the Company's consolidated financial position or results of operations.

(20) SUBSEQUENT EVENTS

Debt issuance - On January 15, 1998, Century issued $100 million of T-year, 6.15% senior notes
(Series E); $240 million of 10-year, 6.3% senior notes (Series F); and $425 million of 30-year, 6.875%
debentures (Series G) under its shelf registration statements. The net proceeds of approximately $758
million (excluding payment obligations of approximately $39 million related 1o interest rate hedging

76




effected in connection with the offering) were used to reduce the Senior Credit Facility indebtedness
incurred by the Company in connection with the acquisition of PT1. In addition, the Senior Credit Facility's

committed amount was reduced from $1.6 billion to $880 million in accordance with its terms.

In mid-January 1998, the Company settled numerous hedge contracts that had been entered into in
anticipation of the debt issuances. The amounts paid by the Company upon settlement of the hedge
contracts aggregated $39 million. Such payment obligations will be amortized as interest expense over the
life of the underlying debt instruments. The effective weighted average interest rate of the above-

mentioned debt (after giving consideration to the payment obligations) 1s 7.15%

Stock split - On February 25, 1998, Century's Board of Directors declared a three-for-two common stock
split effected as a 50% stock dividend in March 1998. All per share data included in this report has been
restated to reflect this stock split. An amount equal to the par value of the additional common shares issued

pursuant to the stock split has been reflected as a transfer from paid-in-capital to common stock on the
consolidated financial statements for 1997.

CENTURY TELEPHONE ENTERPRISES, INC.
Consolidated Quarterly Income Information

First Second Third Fourth
quaner quancr quarner quarter

(Dollars in thousands, except per share amounts)

1997 (unaudited)

Operating revenues $ 198,985 210,576 218,351 273,609
Operating income $ 57698 62,405 69,815 77.852
Net income $ 33,135 83176 41,433 98.234
Diluted earnings per share® $ 37 91 45 1.06
1996

Operating revenues $ 175814 186,538 193,096 194,229
Operating income $ 55515 57.697 9,016 51,068
Net income $ 29665 32,941 36,350 30,121
Diluted earmnings per share*® s 33 36 A0 33

Adjusted to reflect stock split. See Note 20 of Notes to Consolidated Financial Statements.

Diluted eamnings per share for the second quarter and fourth quarter of 1997 included $.50 and $.66
per share, respectively, of gain on sales of assets. The fourth quarier of 1997 includes one month of results
of operations of Pacific Telecom, Inc.

In the fourth quarter of 1997, the Company adopted Statement of Financial Accounting Standards No,
128 ("SFAS 128"), "Eamnings per Share.” Earnings per share amounts for prior periods have been restated
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t conform with SEAS 128, The Company previously reported fully diluted carmings per share in

avcordanee with the provisions of Accounting Principles Board Opinion No 15, "Earnings per Shaie,"

i follows

(TR Second Third Fourth
oe———— J— {11V quatterquarter  Quariel
tunaudited)
joure $ A7 U 48 NA
1090 e —af 40 X

¢ Adjusted 1o retlect stoek split. See Note 20 of Notes o Consolidated Financial Statements

Chinges inand Disagreements With Accountants on Aceounting

Ttem ¥,
wnd Financial Disclosure,
Nuie
PART IN
Hem 10, Directors and Executive Officers of the Registrant.

P taime, age and oftice(s) held by each of the Registrant's executive oflicers are shown below. Each

of the Board of Directors, except Mr Williams

of the executive oificers listed below serves at the pleasure

who s entered ko an employment agreament with the Registrant e agreenient’ s initial term has

Il bl e agieement remaing in effect lrom year o year, subject 1o the ight of Mr Williams or the

Company (o 1@minate sueh agreement

Hatne Auge Oftice(s) held with Century

10 Chatrman of the Board

Clarke MOWillinims
of Directons

Clen I Post, 1 43 Vice Chatrman of the Board of
Directors, President and Chiel

Eaecutive Ofticer

David D Cole Al Prestdent - Wireless Giroup
henieth | Cole 80 Presidemt - Telephone Group
An Sentor Vice President and Chiel

OStewart Bwing, i
Financial Ofticer

W hiee Hanks 4] Sendor Vice President « Corporate
Development and Strategy
i) Sentor Vice President, General

Plarvey I' Peiny
Counsel and Secretary
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Each of the Registrant’s executive officers has served as an officer of the Registrant and or one or more
of its subsidiaries in varying capacities for more than the past five years. Mr, David D, Cole has served as
President - Wireless Group since October 1996 and as Vice Prezident from 1990 to 1996. Mr. Kenneth R.
Cole has served as President - Telephone Group since January 1995 and as Vice President from 1983 to
1994. Mr. Hanks has served as Senior Vice President - Corporate Development and Strategy since October
1996 and as President - Telecommunications Services or a comparable position from 1989 1o 1996,

The balance of the information required by ltem 10 is incorporated by reference to the Registrant's
definitive proxy statement relating to its 1998 annual meeting of stockholders (the "Proxy Statement”),
which Proxy Statement will be filed pursuant to Regulation 14A within 120 days after the end of the last
fiscal year.

Item 11. Executive Compensation.

The information required by ltem 11 is incorporated by reference 1o the Proxy Statement
Item 12, Security Ownership of Certain Beneficial Owners and Management.

The information required by Item 12 is incorporated by reference to the Proxy Statement

Item 13. Certain Relationships and Related Transactions.

The information required by Item 13 is incorporated by reference 1o the Proxy Statement,

PART IV

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K,

a. Financial Statements

(i) Consolidated Financial Statements:

Independent Auditors' Report on Consolidated Financial

Statements and Financial Statement Schedules
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Consolidated Statements of Income for the years ended

December 31, 1997, 1996 and 1995
Consolidated Balance Sheets - December 31, 1997 and 1996

Consolidated Statements of Cash Flows for the vears

ended December 31, 1997, 1996 and 1995

Consolidated Statements of Stockholders' Equity for the

years ended December 31, 1997, 1996 and 1995
Notes to Consolidated Financial Statements

Consolidated Quarterly Income Information (unaudited)

(ii) Schedules:*

| Condensed Financial Information of Registrant
Il Valuation and Qualifving Accounts

Those schedules not listed above are omitted as not

applicable or not required.

Reports on Form 8-K.
(i)  The following item was reported in a Form 8-K filed December 1, 1997.

ltem 5. Other Events - News release announcing completion of the acquisition of
Pacific Telecom, Inc.

(i) The following items were reported in a Form 8-K filed December 11, 1997.

Item 2. Acquisition or Disposition of Assets - Acquisition of Pacific Telecom,

Inc.
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3(1)

ltem 5. Other Evenlts

Item 7.

Exhibits:

(a) Rating assigned to Century’s $1.6 billion unsecured credit facility
by Moody’s Investors Service and confirmation of rating of Century’s

senior unsecured debt securities

(b) Filing of a shelf revistration statement on December 11, 1997 with

the Securities and Exchange Commission

Financia! Statements and Exhibits

(a) Financial statements of Pacific Telecom, Inc.

(b) Pro forma consolidated condensed financial information

(c) Exhibits
(i) Stock Purchase Agreement, dated as of June 11, 1997, by and
among PacifiCorp Holdings. Inc.. Pacific Telecom, Inc., Century
Telephone Enterprises, Inc. and Century Cellunet, Inc.
(incorporated by reference to Exhibit 2.1 to Century's Current

Report on Form 8-K dated June 11, 1997 and filed June 24, 1997)

(i)  Amendment, dated November 5, 1997 10 Stock Purchase
Agreement by and among PacifiCorp Holdings, Inc., Pacific
Telecom, inc.. Century Telephone Enterprises, Inc. and Century

Cellunet, Inc.

(1) Press release dated December 11, 1997 relating to Century's

filing of a shelf registration statement

Amended and Restated Articles of Incorporation of Registrant, dated as of

December 2, 1996, (incorporated by reference to Exhibit 3(1) to Registrant’s

Annual Report on Form 10-K for the yvear ended December _ °, 1996).



3(1i)

4.1

43

4.4

4.5

4.6

4.7

Registrant's Bylaws, as amended through November 21, 1996 (incorporated
by reference to Exhibit 3.2 of the Company ‘s Registration Statement on
Form S-4, Registration No. 333-17015).

Note Purchase Agreement, dated September 1. 1989, between Registrant,
Teachers Insurance and Annuity Association of America and the Lincoln
National Life Insurance Company (incorporated by reference to Exhibit 4.23
to Registrant's Quarterly Report on Form 10-Q for the quarter ended
September 30, 1989).

Rights Agreement, dated as of August 27, 1996, between C entury Telephone
Enterprises, Inc. and Society National Bank. as Rights Agent, including the
form of Rights Centificate (incorporated by reference to Exhibit | of

Registrant’s Current Report on Form 8-K filed August 30, 1996)

Form of common stock cenificate of the Registrant (incorporated by
reference to Exhibit 4.1 to Registrant's Quarterly Report on Form 10-Q for
the quarter ended June 30, 1993),

Indenture dated as of March 31. 1994 between the Company and Regions
Bank of Louisiana (formerly First American Bank & Trust of Louisiana), as
Trustee (incorporated by reference to Exhibit 4.1 of the Company 's

Registration Statement on Form S-3, Registration No. 33-52915)

Resolutions designating the terms and conditions of the Company's 7-3/4%
Senior Notes, Series A, due 2004 and 8-1/4% Senior Notes, Series B, due
2024 (incorporated by reference to Exhibit 4 1 to Registrant's Quarterly

Report on Form 10-Q for the quarter ended March 31. 1994).

Resolutions designating the terms and conditions of the Company’s 6.55%
Senior Notcs, Series C, due 2005 and 7.2% Senior Notes, Series D, due 2025
(“Senior Notes") (incorporated by reference to Exhibit 4.27 1o Regisirant's

Annual Report on Form 10-K for the year ended December 31, 1995).

Form of Senior Notes (incorporated by reference to Exhibit 4.3 of the

Company’s Registration Statement on Form S-3, Registration No. 33-5915)




4.8

49

4.10

10.1

Competitive Advance and Revolving Credit Facility Agreement, dated as of
August 28, 1997, among Registrant, the lenders named therein, and
NationsBank of Texas, N.A. (incorporated by reference to Exhibit 4.1 to

Registrant’s Quarterly Report on Form 10-Q for the quarter ended September
30, 1997).

Resolutions designating the terms and conditions of the Company’'s 6.15%
Senior Notes, Series E, due 2005; 6.30% Senior Notes, Series F. due 2008.

and 6.875% Debentures. Series G. due 2028, included elsewhere herein.

Form of Board Resolution 1o be used in designating and authorizing the
terms and conditions of any series of Senior Debt Securities (incorporated by
reference to Exhibit 4.3 of the Company's Registration Statement on Form

§-3, Registration No. 333-42013)

Form of Senior Debt Security (incorporated by reference 1o Exbibit 4.4 of

the Company's Registration Statement on Form S-3. Registration No. 333-
42013).

Employee Benefit Plans

(a) Registrant’s Employee Stock Ownership Plan and Trust, as amended
and restated December 30, 1994 (incorporated by reference to Exhibit
10.1 to Registrant's Quarterly Report on Form 10-Q for the quarter
ended March 31, 1995), amendment thereto dated January 26, 1996
(incorporated by reference to Exhibit 10.1(a) to Registrant's Annual
Report on Form 10-K for the year ended December 31, 1995) and
amendment thereto dated July 15, 1996 (incorporated by reference 10
Exhibit 10.2 to Registrant’s Quarterly Report on Form 10-Q for the
quarter ended June 30. 1996), and amendment thereto dated December
31, 1996 (incorporated by reference to Exhibit 10.5 10 Registrant's
Quarterily Report on Form 10-Q for the quarter ended March 31, 1997),
and amendment thereto dated March 18, 1997 (incorporated by
reference to Exhibit 10.6 to Registrant's Quarterly Report on Form 10-
Q for the quarter ended March 31, 1997), and amendn :nis thereto

dated January 1, 1997 (incorporated by reference to Exhibit 10.3 to
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(b)

(c)

(d)

Registrant’s Quarterly Report on Form 10-Q for the quarter ended June
30, 1997).

Registrant’s Stock Bonus Plan, PAYSOP and Trust, as amended and
restated December 30, 1994 (incorporated by reference to Exhibit 10.2
to Registrant’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 1995), amendment thereto dated July 11, 1995 (incorporated
by reference to Exhibit 10.4 to Registrant's Quarterly Report on Form
10-Q for the quarter ended June 30, 1995). amendment thereto dated
January 26, 1996 (incorporated by reference to Exhibit 10.1(b) to
Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1995) and amendment thereto dated July 15, 1996
(incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly
Report on Form 10-Q for the quarter ended June 30, 1996), and
amendment thereto dated December 31, 1996 (incorporated by
reference to Exhibit 10.4 to Registrant's Quarterly Report on Form 10-
Q for the quarter ended March 31, 1997), and amendments thereto
dated January 1, 1997 (incorporated by reference to Exhibit 10.2 to

Registrant’s Quarterly Report on Form 10-Q for the quarter ended June
30, 1997).

Registrant’s Dollars & Sense Plan and Trust, as amended and restated,
generally effective April 1. 1992 (incorporated by reference to Exhibit
10.7 to Registrant’s Annual Report on Form 10-K for the vear ended
December 31, 1994) and amendment thereto dated July 15, 1996
(incorporated by reference to Exhibit 10.3 to Registrant's Quarterly
Report on Form 10-Q for the quarter ended June 30, 1996), and
amendment thereto dated June 26. 1997 (incorporated by reference 1o
Exhibit 10.1 to Registrant’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 1997), and amendment thereto dated June 26,
1997 (incorporated by reference to Exhibit 10.1 1o Registrant's
Quarterly Report on Form 10-Q for the quarter ended September 30,
1997).

Registrant’s Restated Supplemental Executive Retirement Plan,
generally effective as of November 16, 1995 (incorporated by reference

to Exhibit 10.1(d) to Registrant’s Annual Report on Form 10-K for the
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(e)

(n

(z)

(h)

year ended December 31, 1995) and amendment thereto dated
November 21, 1996 (incorporated by reference to Exhibit 10.1(d) to
Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1996).

Registrant’s 1983 Restricted Stock Plan, dated February 21, 1984, as
amended and restated as of November 16, 1995 (incorporated by
reference to Exhibit 10.1(¢) to Registrant’s Annual Report on Form 10-
K for the year ended December 31, 1995) and amendment thereto dated
November 21, 1996, (incorporated by reference 1o Exhibit 10.1(e) to
Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1996). and amendment thereto dated February 25, 1997
(incorporated by reference to Exhibit 10.3 to Registrant’s Quarterly

Report on Form 10-Q for the quarter ended March 31, 1997).

Registrant’s Key Employee Incentive Compensation Plan. dated
January |, 1984, as amended and restated as of November 16, 1995
(incorporated by reference to Exhibit 10.1(f) to Registrant’s Annual
Report on Form 10-K for the year ended December 31, 1995) and
amendment thereto dated November 21, 1996 (incorporated by
reference to Exhibit 10.1 (f) to Registrant’s Annual Report on Form 10-
K for the year ended December 31. 1996), and amendment thereto
dated February 75, 1997 (incorporated by reference to Exhibit 10.2 10
Registrant’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 1997).

Registrant’s 1988 Incentive Compensation Program as amended and
restated August 22, 1989 (incorporated by reference to Exhibit 19 8 10
Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1989) and amendment thereto dated November 21, 1996
(incorporated by reference to Exhibit 10.1(g) to Registrant's Annual

Report on Form 10-K for the vear ended December 31, 1996)

Form of Stock Option Agreement entered into in 1988 by the
Registrant, pursuant to 1988 Incentive Compensation Program, with
certain of its officers (incorporated by reference to Exhibit 10.10 to
Registrant’s Annual Report on Form 10-K for the ye - ended
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(1)

0

(k)

(h

December 31, 1988) and amendment thereto (incorporated by reference

to Exhibit 4.6 to Registrant’s Registration No. 33-31314).

Registrant’s 1990 Incentive Compensation Program, dated March 15,
1990 (incorporated by reference to Exhibit 19.1 to Registrant’s
Quarterly Report on Form 10-Q) for the quarter ended June 30, 1990)
and amendment therelo dated November 21, 1996 (incorporated by
reference to Exhibit 10.1(i) to Registrant's Annual Report on Form 10-
K for the year ended December 31, 1996)

Form of Stock Option Agreement entered into in 1990 by the
Registrant, pursuant to 1990 Incentive Compensation Program, with
certain of its officers (incorporated by reference to Exhibit 19.3 1o
Registrant’s Quarterly Report on Form 10-Q for the quarter ended June
30, 1990) and amendment thereto dated as of May 22, 1995
(incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly

Report on Form 10-Q for the quarter ended September 30, 1995).

Form of Stock Option Agreement entered into in 1992 by the
Registrant, pursuant to 1990 Incentive Compensation Program, with
cenain of its officers and employees (incorporated by reference 1o
Exhibit 10.17 to Registrant’s Annual Report on Form 10-K for the year
ended December 31, 1992) and amendment thereto dated as of May 22,
1995 (incorporated by reference to Exhibit 10.2 to Registrant's

Quarterly Report on Form 10-Q for the quarter ended September 30,
1995).

Registrant’s 1995 Incentive Compensation Plan approved by
Registrant’s shareholders on May 11, 1995 (incorporated by reference
to Exhibit 4.4 to Registration No. 33-60061) and amendment thereto
dated November 21, 1996 (incorporated by Reference to Exhibit 10.1
(1) 1o Registrant's Annual Report on Form 10-K for the year ended
December 31, 1996), and amendment thereto dated February 25, 1997
(incorporated by reference to Exhibit 10.1 to Registrant's Quarterly

Report on Form 10-Q for the quarter ended March 31, 1997)
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(m) Form of Stock Option Agreement. pursuant to 1995 Incentive

(n)

(o)

(p)

(q)

Compensation Plan and dated as of May 22, 1995, entered into by
Registrant and its officers (incorporated by reference to Exhibit 10.5 1o

Registrant's Quarterly Report on Form 10-Q for the quarter ended June
30, 1995).

Form of Stock Option Agreement, pursuant to 1995 Incentive
Compensation Plan and dated as of June 23, 1995, entered into by
Registrant and certain key employees (incorporated by reference to
Exhibit 10.6 to Registrant’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 1995)

Form of Performance Share Agreement Under the 1990 Incentive
Compensation Program, entered into in 1993 with certain of its officers
and employees (incorporated by reference to Exhibit 28.1 to
Registrant’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 1993) and amendment thereto dated as of May 22, 1995
(incorporated by refzrence to Exhibit 10.3 to Registrant’s Quarterly

Report on Form 10-Q for the quarter ended September 30. 1995)

Registrant’s Restated Supplemental Defined Contribution Plan, dated
as of November 16, 1995 (incorporated by reference to Exhibit 10.1(q)
to Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1995), amendment thereto dated July 15, 1996
(incorporated by reference to Exhibit 10.4 to Registrant's Quarterly
Report on Form 10-Q for the quarter ended June 30, 1996) and
amendment thereto dated November 21, 1996 (incorporated by
reference to Exhibit 10.1 (p) to Registrant’s Annual Report on Form
10-K for the year ended December 31, 1996),

Registrant’s Amended and Restated Supplemental Dollars & Sense
Plan, effective as of January 1, 1995 (incorporated by reference to
Exhibit 10.22 to Registrant’s Annual Report on Form 10-K for the year
ended December 31, 1994), amendment thereto dated July 18, 1995
(incorporated by reference to Exhibit 10.5 1o Registrant’s Quarterly
Report on Form 10-Q for the quarter ended June 30, 1996) and
amendment thereto dated November 21, 1996 (incorporated by
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(r)

(s)

(1

(u)

(v)

(w)

reference to Exhibit 10.1(q) of Registrant's Annual Report on Form 10-
K for the year ended December 31, 1996)

Registrant's Amended and Restated Salary Continuation (Disability)
Plan for Officers. dated November 26. 1991 (incorporated by reference
to Exhibit 10.16 of Registrant's Annual Report on Form 10-K for the
year ended December 31, 199])

Registrant’s Restated Outside Directors' Retirement Plan, dated as of
November 16, 1995 (incorporated by reference to Exhibit 10.1(1) to
Registrant's Annual Report on Form 10-K for the vear ended
December 31, 1995).

Registrant’s Restated Deferred Compensation Plan for Outside
Directors, dated as of November 16. 1995 (incorporated by reference to
Exhibit 10.1(u) to Registrant's Annual Report on Form 10-K for the
year ended December 31, 1995)

Form of Stock Option Agreement, pursuant to 1995 Incentive
Compensation Plan and dated as of February 24. 1997 (incorporated by
reference to Exhibit 10.4 to Registrant’s Quarterly Report on Form 10-

Q for the quarter ended June 30, 1997)

Form of Restricted Stock and Performance Share Agreement, pursuant
to Registrant’s 1995 Incentive Compensation Program and dated as of
February 24, 1997 (incorporated by reference to Exhibit 10.5 to
Registrant's Quarterly Report on Form 10-Q for the quarter ended June
30, 1997).

Registrant’s Chairman/Chief Executive Officer Short-Term Incentive
Program (incorporated by reference to Exhibit 10.6 to Registrant's

Quarterly Report on Form 10-Q for the quarter ended June 30, 1997).

Employment, Severance and Related Agreements

(a)

Employment Agreement, dated May 24, 1993, by and between Clarke
M. Williams and Registrant (incorporated by reference to Exhibit 19.1
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(b)

to Registrant’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 1993) and amendment thereto dated as of February 27, 1996
(incorporated by reference to Exhibit 10.2(a) to Registrant’s Annual

Report on Form 10-K for the year ended December 31, 1995).

Form of Amended and Restated Severance Agreement, by and between
Registrant and each of its executive officers other than Clarke M.
Williams, dated as of November 16, 1995 (incorporated by reference to
Exhibit 10.2(b) to Registrant’s Annual Report on Form 10-K for the
year ended December 31, 1995),

(¢) Form of Amended and Restated Severance Agreement, by and between
Registrant and four of its officers who are not executive officers, dated
as of November 16, 1995 (incorporated by reference to Exhibit 10.2(c)
to Registrant’s Annual Report on Form 10-K for the vear ended
December 31, 1995).

(d) Agreement, dated December 31, 1994, by and between Jim D
Reppond and Registrant (incorporated by reference to Exhibit 10.24 10
Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1994),

(e) Consulting Agreement, dated as of July 2. 1996. by and between
Century Telephone Enterprises. Inc. and Jim D. Reppond (incorporated
by reference to Exhibit 10 to Registrant’s Quarterly Report on Form
16-Q for the quarter ended September 30, 1996).

Other Agreement

(a) Stock Purchase Agreement, dated as of June 11, 1997, by and among

PacifiCorp Holdings, Inc.. Pacific Telecom, Inc.. Century Telephone
Enterprises, Inc. and Century Cellunet. Inc. (incorporated by reference
to Exhibit 2.1 to Registrant’s Current Report on Form 8-K filed June
24, 1997) and amendment thereto, dated November 5, 1997
(incorporated by reference to Exhibit 2.2 1o Registrant's Current Report
on Form 8-K dated December 1, 1997 and filed December 11 1997).
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Subsidiaries of the Registrant, included elsewhere herein.

Independent Auditors' Consent, included elsewhere herein

Financial Data Schedule. included elsewhere herein,
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized.

Date: March 16, 1998

CENTURY TELEPHONE ENTERPRISES, INC.

By:__/s/ Clarke M_Williams

Clarke M. Williams
Chairman of the Board

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the Registrant and in the capacitics and on the date indicated

/s/ Clarke M. Williams

Clarke M. Williams

/s’ Glen F. Post, Il

Glen F. Post, 111

/s’ R. Stewart Ewing, Jr.

R. Stewart Ewing, Jr.

/s/_Harvey P. Perrv

Harvey P. Perry

‘s’ W. Bruce Hanks

W. Bruce Hanks

/s! Murray H. Greer

Murray H. Greer

s’ William R. Boles, Jr.
William R. Boles, Jr.

/s/ Virginia Boulet

Virginia Boulet

Chairman of the Board
of Directors

Vice Chairman of the
Board of Directors,
President, and Chief
Executive Officer

Senior Vice President
and Chief Financial
Officer

Senior Vice President.
General Counsel,
Secretary and Director

Senior Vice President -
Corporate Development
and Strategy and Director

Controller (Principal
Accounting Officer)

Di:ector

Director
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/s/_Emest Butler, Jr

Emest Butler, Jr.

s _Calvin Czeschin

Calvin Czeschin

s/ James B. Gardner

James B. Gardner

s’ R. L. Hargrove, Jr.

R. L. Hargrove, Ir

s’ Johnnv Hebert

Johnny Hebert

/s/_F. Earl Hogan

F. Earl Hogan

s' C.G. Melville, Jr.

C. G. Melville, Jr.

/s’ Jim D._Reppond

Jim D. Reppond

Director

Director

Director

Director

Director

Director

Director

Director
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SCHEDULE I - CONDENSED FINANCIAL INFORMATION OF REGISTRANT
CENTURY TELEPHONE ENTERPRISES, INC.

(Parent Company)
STATEMENTS OF INCOME

Year ended December 31,

1997 1996 1995
(Dollars in thousands)
REVENUES S 9.666 6,520 5.608
EXPENSES
Operating expenses 9,088 6,071 5.165
Depreciation and amortization 9401 7.286 6,860
Total expenses 18,489 13,357 12,025
OPERATING LOSS (8.823) (6,837) 6417)
OTHER INCOME (EXPENSE)
Gain on sales of assets 172,537 - -
Loss on investment - (1,100) -
Interest expense (49,738) (36,709) (37.467)
Interest income 28,697 28,884 30,930
Total other income (expense) 151,496 (8.925) (6,537)
INCOME (LOSS) BEFORE INCOME TAXES AND
EQUITY IN SUBSIDIARIES' EARNINGS 142,673 (15,762) (12,954)
Income tax benefit (expense) (35.591) 4.467 3,169
INCOME (LOSS) BEFORE EQUITY IN
SUBSIDIARIES' EARNINGS £7.082 (11,295) (9,185)
Eguity in subsidiaries’ earnings 168,896 140,372 123,961
NET INCOME § 255978 129.077 114,776

See accompanying notes to condensed financial information of registrant.
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SCHEDULE 1 - CONDENSED FINANCIAL INFORMATION OF REGISTRANT

(continued)
CENTURY TELEPHONE ENTERPRISES, INC
(Parent Company)
BALANCE SHEETS
December 31,
1997 1996
(Dollars in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents S 28.500 1,055
Receivabies from subsidiaries 76,931 99,506
Other receivables 792 12,527
Prepayments and other 28 1.711
Total current assets 106,051 114,799
PROPERTY, PLANT AND EQUIPMENT
Property and equipment 1,236 1,028
Accumulated depreciation (744) (651)
Net pri ant and equipment 492 377
INVESTMENTS AND OTHER ASSETS
Investments in subsidiaries (at equity) 2,706,066 1,348,986
Receivables from subsidiaries 655,398 183,333
Other investments 75,546 37,570
Note receivable . 20,833
Deferred charges 5,878 4916
Total investments and other assets 3442 888 1,595 638
TOTAL ASSETS $ 3.549451 1,710,814
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Current maturities of long-term debt S 11,486 5,122
Payables to subsidiaries 218.993 202,467
Accrued interest 11,088 3,784
Other accrued liabilities 41,628 7,336
Total current liabilities 283,195 218,709
LONG-TERM DEBT 1,883 467 304,675
PAYABLES TO SUBSIDIARIES 46371 47618
DEFERRED CREDITS AND OTHER LIABILITIES 36,126 21,659

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, authorized
175,000,000 shares, issued and outstanding

91,103,674* and 59,858,540 shares 91,104 59,859
Paid-in capital 469,586 474,607
Unrealized holding gain on investments,

net of taxes 11,893 -

Retained earnings 728,033 494,726
Uneamed ESOP shares (8.450) (11.080)

Preferred stock - non-redeemable B.106 10,041

Total stockholders' equity 1.300272 1,028,153

TOTAL LIABILITIES AND EQUIT Y $ 3549431 l,?ltig

* Adjusted to reflect stock split

See accompanying notes to condensed financial information of registrant.
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SCHEDULE I - CONDENSED FINANCIAL INFORMATION OF REGISTRANT

(Continued)

CENTURY TELEPHONE ENTERPRISES, INC

(Parent Company)

STATEMENTS OF CASH FLOWS

Year ended December 31,

1997 1996 1995

(Dollars in thousands)

OPERATING ACTIVITIES
Net income S 255978 129.077 114,776
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Depreciation and amortization 9.401 7.286 6,860
Deferred income taxes 8.068 2934 4,241
Earnings of subsidiaries (168.896) (140,372) (123.961)
Gain on sales of assets (172.537) - .
Changes in current assets and current liabilities:
Other receivables 11,615 (2,639) (8.947)
Other accrued liabilities 35,754 329 (3,409)
Other current assets and liabilities, net 8.412 3.998 (4.377)
Other, net 958 3,207 1.558
Net cash provided by (used in) operating activities (11.247) 1910 (13,259)
INVESTING ACTIVITIES
Acquisitions (1.283,291) (46.327) (22.130)
Capital contributions to subsidiaries (16.634) 120,179) (53.050)
Dividends received from subsidiaries 117.499 473 52423
Receivables from subsidiaries (235.772) (45,945) 71,203
Payables to subsidiaries 9.738 97,908 (10,271)
Proceeds from sales of assets 202.705 - -
Investment in unconsolidated personal
communications services entity - 18,900 (20.000)
Note receivable 22,500 1.667 833
Other, net (14.959) {4,425) (2.546)
Net cash provided by (used in) investing activities (1.198.214) 2072 16,462
FINANCING ACTIVITIES
Proceeds from issuance of long-term debt 1,297,435 47.500 171,046
Payments of long-term debt (52.214) (42,357) (4,901)
Notes payable, net - - (158,000)
Proceeds from issuance of common stock 14,156 10,089 6,522
Cash dividends paid (22.671) (21,775) (19.351)
Net cash provided by (used in) financing acuvities 1,236,706 (6,543) (4.684)
Nel increase (decrease) in cash and cash equivalents 27,245 (561) (1.481)
Cash and cash equivalents at beginning of year 1.058 1,616 3,097
CASH AND CASH EQUIVALENTS AT END OF YEAR s___z__s;_guu 1,055 1,616

See accompanying notes to condensed financial information of registrant.
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SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGISTRANT
(continued)
CENTURY TELEPHONE ENTERPRISES. INC
(Parent Company)
NOTES TO CONDENSED FINANCIAL INFORMATION OF REGISTRANT

(A) LONG-TERM DEBT

The approximate annual debt maturities for the five vears subsequent to December 31, 1997 are as
follows:

1998 $ 11.5 million
1999 - S 31.4 million
2000 - S 391 million
2001 - S 3592 million
2002 $ 691.0 million

(B) GUARANTEES

As of December 31, 1997, Century has guaranteed a promissory note for a subsidiary of $2.2
million, as well as the applicable interest and premium. Century has also guaranteed $675 000 in Industrial
Development Revenue Bonds originally issued by a subsidiary; such bonds were assumed by the purchaser

of the subsidiary’s assets,
(C) DIVIDENDS FROM SUBSIDIARIES

Dividends paid to Century by consolidated subsidiaries were $117.5 million, $472.800 and $52.4
million during 1997, 1996 and 1995, respectively.

(D) INCOME TAXES AND INTEREST PAID

Income taxes paid by Century (including amounts reimbursed from subsidiaries) were $71.8 million,
$56.0 million and $56.9 million during 1997, 1996 and 1995, respectively

Interest paid by Century was $42.4 million, $37.3 million and $40.4 million during 1997, 1996 and
1995, respectively.

(E)  AFFILIATED TRANSACTIONS
Century provides and bills management services to subsidiaries and in certain instances makes

interest bearing advances to finance construction of plant and purchases of equipment. Century recorded

intercompany interest income of $26.6 million, $26.4 million and $28.2 million in 1997, 1996 and 1995,
respectively.
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SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
CENTURY TELEPHONE ENTERPRISES, INC.

For the years ended December 31, 1997, 1996 and 1995

Description

Additions
Balance at  charged to Deductions Balance
beginning costs and from Other at end

of period expenses allowance (1) changes (2) of period

Year ended December 31, 1997
Allowance for doubtful accounts

Year ended December 31, 1996
Allowance for doubtful accounts

Year ended December 31, 1995
Allowance for doubtful accounts

(Dollars in thousands)

$ 3327 11,838 (9.975) 764 5.954
§ 2,768 10,155 (9.662) 66 3.327
$ 2360 7.200 (6.946) 154 2,768

(1) Customers’ accounts written-off, net of recoveries.

(2) Allowance for doubtful accounts at the date of acquisition of purchased subsidiaries, net of
allowance for doubtful accounts at the date of disposition of subsidiaries sold
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CENTURY TELEPHONE ENTERPRISES, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1997

Subsidiary

EXHIBIT 21

State of
incorporation

Alaska RSA #3

Brownsville Cellular Telephone Co., Inc. *
Cascade Autovon Company

Celutel of Biloxi, Inc. *

Celutel, Inc.

Century Area Long Lines (CALL), Inc.
Century Business Communications, Inc.
Century Cellunet of Alexandria, Inc.
Cenuury Cellunet of La Crosse, Inc.

Century Cellunet of Michigan RSA #4, Inc.
Century Cellunet of Michigan RSAs, Inc.
Century Cellunet of Mississippi RSA #2, Inc.
Century Cellunet of Mississippi RSA #6, Inc.
Century Cellunet of Mississippi RSA #7, Inc.
Century Cellunet of North Arkansas, Inc.
Century Cellunet of North Louisiana, Inc.
Century Cellunet of Pine Bluff, Inc.

Century Cellunet of Saginaw, Inc

Century Cellunet of Shreveport, Inc.
Century Cellunet of South Arkansas, Inc.
Century Cellunet of Southern Michigan, Inc.
Century Cellunet of Texarkana, Inc.

Century Cellunet of Wisconsin RSA #8
Century Cellunet, Inc.

Century Interactive Fax, Inc.

Century Investments, Inc,

Century Paging, Inc.

Century Service Group, Inc.

Century Supply Group, Inc.

Century Telecommunications, Inc.

Century Telelink, Inc.

Century Telephone Midwest, Inc.

Century Telephone of Adamsville, Inc.
Century Telephone of Arkansas, Inc.
Century Telephone of Central Indiana, Inc.
Century Telephone of Central Louisiana, Inc.
Century Telephone of Chatham, Inc.
Century Telephone of Chester, Inc.

Century Telephone of Claiborne, Inc.
Century Telephone of Colorado, Inc.
Century Telephone of East Louisiana, Inc.
Century Telephone of Evangeline, Inc.
Century Telephone of Forestville, Inc.
Century Telephone of Idaho, Inc.

Century Telephone of Lake Dallas, Inc.
Century Telephone of Larsen-Readfield, Inc.
Century Telephone of Michigan, Inc.
Century Telephone of Monroe County, Inc.
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Alaska
Delaware
Washington
Delaware
Delaware
Wisconsin
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Mississippi
Mississippi
Mississippi
Louisiana
Louisiana
Arkansas
Louisiana
Louisiana
Louisiana
Delaware
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Louisiana
Texas
Louisiana
Michigan
Tennessee
Arkansas
Indiana
Louisiana
Louisiana
lowa
Tennessee
Colorado
Louisiana
Louisiana
Wisconsin
Delaware
Texas
Wisconsin
Michigan
Wisconsin



CENTURY TELEPHONE ENTERPRISES, INC
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1997
(continued)

Century Telephone of Mountain Home, Inc.
Century Telephone of North Louisiana, Inc.
Century Telephone of North Mississippi, Inc.
Century Telephone of Northern Michigan, Inc.
Century Telephone of Northern Wisconsin, Inc.
Century Telephone of Northwest Louisiana, Inc.
Century Telephone of Northwest Wisconsin, Inc.
Century Telephone of Odon, Inc.

Century Telephone of Ohio, Inc.

Century Telephone of Ooltewah-Collegedale, Inc.
Century Telephone of Port Aransas, Inc.
Century Telephone of Redfield, Inc.

Century Telephone of Ringgold, Inc.

Century Telephone of San Marcos, Inc.
Century Telephone of South Arkansas, Inc.
Century Telephone of Southeast Louisiana, Inc.
Century Telephone of Southwest Louisiana, Inc.
Century Telephone of Southwest, Inc.

Century Telephone of Wisconsin, Inc.
Chequamegon RSA, Inc,

Cowiche Telephone Company

Eagle Telecommunications, Inc./Colorado

Eau Claire Cellular, Inc.

Gem State Utilities Corporation

Inter Island Telephone Company, Inc.
Interactive Communications, Inc.

Jackson Cellular Telephone Co., Inc. *

Kendall Telephone, Inc,

Northland Telephone Company

North-West Cellular of Eau Claire, Inc.
North-West Cellular of RSA #1, Inc.
North-West Cellular of RSA #2, Inc.
North-West Cellular of RSA #6, Inc.
North-West Cellular of Wisconsin, Inc.
North-West Telephone Company

Northwestern Telephone Systems, Inc.

Pacific Telecom Cable, Inc.

Pacific Telecom Cellular of Alaska RSA #1, Inc.
Pacific Telecom Cellular of Alaska, Inc.

Pacific Telecom Cellular of Michigan, Inc.

Pacific Telecom Cellular of Michigan RSA #1, Inc.
Pacific Telecom Cellular of Michigan RSA #2, Inc.

Pacific Telecom Cellular of Oregon, Inc.
Pacific Telecom Cellular of Washington, Inc.
Pacific Telecom Cellular of Wisconsin, Inc.
Pacific Telecom Cellular, Inc.

Pacific Telecom, Inc.

Pascagoula Cellular Telephone Company, Inc. *
Postville Telephone Company

Arkansas
Louisiana
Mississippi
Michigan
Wisconsin
Louisiana
Wisconsin
Indiana
Ohio
Tennessee
Texas
Arkansas
Louisiana
Texas
Arkansas
Louisiana
Louisiana
New Mexico
Wisconsin
Colorado
Washington
Colorado
Colorado
Idaho
Washington
Louisiana
Delaware
Wisconsin
Minnesota
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Oregon
Delaware
Alaska
Alaska
Michigan
Michigan
Michigan
Oregon
Washington
Wisconsin
Wisconsin
Washington
“elaware
lowa



CENTURY TELEPHONE ENTERPRISES, INC,
SUBSIDIARIES OF THE REGISTRANT1
AS OF DECEMBER 31, 1997
(continued)

PTI Communications of Alaska, Inc. Alaska
PTI Communications of Michigan, Inc.

Michigan
PT1 Entertainment, Inc. Washington
Remote Access Cellular Telecommunications, Inc. Texas
Tele-Max, Inc. Texas
Telephone Utilities of Alaska, Inc. Alaska
Telephone Utilities of Eastern Oregon, Inc. Oregon
Telephone Utilities of Oregon, Inc. Oregon
Telephone Utilities of the Northland, Inc. Alaska
Telephone Utilities of Washington, Inc. Washington
Telephone Utilities of Wyoming. Inc. Wyoming
The McAllen Cellular Telephone Co., Inc. * Nevada
Thorp Cellular, Inc. Wisconsin
Universal Telephone, Inc. Wisconsin
WORLDVOX Corporation Uregon

* Conduct business in the name of Century Cellunet

Certain of the Company’s smaller subsidiaries have been intentionally omitted from this exhibit
pursuant to rules and regulations of the Securities and Exchange Commission.




EXHIBIT 23

Independent Auditors' Consent

The Board of Directors
Century Telephone Enterprises, Inc.:

We consent to incorporation by reference in the Registration Statements (No. 333-27165 and No. 333-
42013) on Form S-3, the Registration Statements (No. 33-5836, No. 33-17113. No. 33-46562, No. 33-
48554 and No. 33-60061) on Form S-8, the Registration Statements (No. 33-31314 and No. 33-46473) on
combined Form S-8 and Form S-3, and the Registration Statements (No. 33-48956 and No. 333-17015) on
Form S-4 of Century Telephone Enterprises, Inc. of our report dated January 28, 1998, except as to the
third paragraph of Note 20 which is as of February 25, 1998, relating to the consolidated balance sheets of
Century Telephone Enterprises, Inc. and subsidiaries as of December 31, 1997 and 1996, and the related
consolidated statements of income, stockholders' equity, and cash flows and related financial statement
schedules for each of the years in the three-year period ended December 31, 1997, which report appears in
the December 31, 1997 annual report on Form 10-K of Century Telephone Enterprises. Inc

's/ KPMG Peat Marwick LLP
KPMG PEAT MARWICK LLP

Shrevepont, Louisiana
March 16, 1998
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AL AND TECHNICAL CAPABILITIES




CENTURYTEL LONG DISTANCE, INC.
Resumes of Key Employecs
Mr. G. Clay Bailey - Vice President, Regulatory Affairs

Mr. Baily has held various positions within the Regulatory arca including Regulatory Analysis
Manager, Director, Regulatory Affairs and Vice President, Regulatory Affairs, during his tenure with
CenturyTel.  He is directing the regulatory activity for all CenturyTel operations. Such
responsibility includes the overall planning, coordination and review of all tariff filings, rate cases
and related exhibits, capital recovery studies and other financial related data filings. He has testified
before several commission regarding numerous regulatory matters. Mr. Bailey has also been active
in many state telephone association and carrier association activities. Prior to his time with
CenturyTel Mr. Bailey was a CPA for KPMG Peat Marwick. He has an accounting degree from
Northeast Louisiana University.

Ms. Julie Burnett - Director of Marketing - Long Distance

Julie has over 19 years' experience in the telecommunications industry with CenturyTel. The past
ten years, Julic has held various key management positions with CenturyTel. As Director of
Marketing, she is responsible for all of the long distance marketing considerations of the company,
including pricing, product development & implementation, as well as coordination between
marketing, customer service, sales, public relations & advertising, information systems, regulatory
interface and network operations. Julie has also held positions in accounting, human resources.
telephone company operations and wireless services.

Mr. Arvil Fowler - Vice President - Network Communications

Mr. Fowler began with CenturyTel on June 15, 1998. He has the responsibility for the quality,
efficiency and procurement of all internal networks used by CenturyTel for its own voice or data
traffic. This includes, but is not limited to long distance, frame relay, SS&, internet data, and other
networks Century Telephone Enterprises and its subsidiaries.

Prior to joining CenturyTel, Arvil was Vice President of Operations for Intermedia
Communications/LDS Communications for 17 years, Chief Operation Office for LDS I-America and
worked as a consultant for Communications Consultants.

He received a Bachelor of Science degree in Engineering from Louisiana Tech University. He has

continued his education by taking various industry related classes through universities and company
specific training,



CENTURYTEL LONG DISTANCE, INC.
Resumes of Key Employees
(Continued)
Mr. Doug Stewart - Director of Corporate Customer Service
Mr. Stewart has been with CenturyTel since 1989. He was promoted into his current position during
April of 1998. Prior to this position, Doug has also held the position of Manager 0¥ Customer
Service. Doug's other positions at CenturyTel were in accounting and call center operations.

Mr. Stewart worked as a CPA for Browning Ferris Industries. Baker Hughes and Arthur Anderson
& Co. before joining CenturyTel. He graduated from the University of Texas with a BBA in
Accounting and received his CPA certificate in 1985,

Mr. Doug Hinton - Director of Telephone Group Accounting

Mr. Hinton has been with CenturyTel since 1984 and has responsibility for the overall management
and administration of the accounting functions for Century Tel's Telephone, Long Distance, Operator
Service, Cable TV and Security subsidiaries. He is also responsible for the accounting functions
relating to CenturyTel's inventory and warehousing activities as well as the accounting for various
CenturyTel service company operations.

Doug's previous work experience includes the position of Assistant Controller for Howard Brothers
Discount Stores, Inc. ans a staff auditor position for Arthur Anderson & Co. He holds a Bachelor
of Science degree in Accounting from Louisiana Tech University. Mr. Hinton also holds the
Certified Public Accountant (CPA), Certified Internal Auditor (C1A) and the Certified Management
Accountant (CMA) designations.
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