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ITEM 1. REPORT TO STOCKHOLDERS.

The Semi-Annual Report to Stockholders is filed herewith.
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Letter from the Chairman

Dear Shareholder,

The U.S. economy weakened during the six-month reporting period ended June 30, 2007. U.S. gross
domestic product (�GDP�)i expanded 2.5% in the fourth quarter of 2006. In the first quarter of 2007, GDP
growth was a tepid 0.6%, according to the U.S. Commerce Department. This is the lowest growth rate since
the fourth quarter of 2002. While consumer spending remained fairly solid, ongoing troubles in the housing
market continued to negatively impact the economy. The advance estimate for second quarter 2007 GDP
growth was a solid 3.4%, its fastest rate since the first quarter of 2006. While consumer spending slowed,
this was offset by a sharp increase in business spending and exports.

R. JAY GERKEN, CFA
Chairman, President and
Chief Executive Officer

After increasing the federal funds rateii to 5.25% in June 2006�the 17th consecutive rate hike�the Federal
Reserve Board (�Fed�)iii held rates steady at its last eight meetings. In its statement accompanying the June
2007 meeting, the Fed stated: �The economy seems likely to continue to expand at a moderate pace over
coming quarters.... Readings on core inflation have improved modestly in recent months. However, a
sustained moderation in inflation pressures has yet to be convincingly demonstrated.... In these
circumstances, the Committee�s predominant policy concern remains the risk that inflation will fail to
moderate as expected.�

Despite concerns regarding the economy and increased volatility in the financial markets, stock prices
generally rose during the six-month reporting period. Stocks began the year on a positive note, as the S&P
500 Indexiv hit a six-year high in January 2007. Stock prices rose on the back of optimism for continued
solid corporate profits and hopes for a soft economic landing. The U.S. stock market�s ascent continued
during much of February 2007, before a sharp decline at the end of the month. This was, in part, triggered
by an 8.8% fall in China�s stock market on February 28th, its worst one-day

LMP Real Estate Income Fund Inc.        I
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performance in 10 years. After a modest increase in March 2007, U.S. stock prices rallied in April and May,
thanks, in part, to surprisingly strong first quarter corporate profits. Stocks then gave up some ground in June
due to continued weakness in the housing market, troubles in the subprime mortgage market and expectations
that the Fed would not lower short-term interest rates in 2007. All told, the S&P 500 Index returned 6.96%
during the six months ended June 30, 2007.

Looking at the U.S. stock market more closely, mid-cap stocks outperformed their large- and small-cap
counterparts, as the Russell Midcapv, Russell 1000vi, and Russell 2000vii Indexes returned 9.90%, 7.18% and
6.45%, respectively, for the six months ended June 30, 2007. From an investment style perspective, growth
stocks outperformed value stocks, with the Russell 3000 Growthviii and Russell 3000 Valueix Indexes
returning 8.22% and 6.01%, respectively.

Since the close of the reporting period, the U.S. fixed-income markets have experienced a period of extreme
volatility which has negatively impacted market liquidity conditions. Initially, the concern on the part of
market participants was limited to the subprime segment of the mortgage-backed market. However, these
concerns have since broadened to include a wide range of financial institutions and markets. As a result, other
fixed income instruments have experienced increased price volatility.

Performance Review
For the six months ended June 30, 2007, the LMP Real Estate Income Fund Inc. returned -7.93% based on its
net asset value (�NAV�)x and 3.93% based on its New York Stock Exchange (�NYSE�) market price per share. In
comparison, the Lipper Real Estate Closed-End Funds Category Averagexi decreased 4.80% over the
reporting period. Please note that Lipper performance returns are based on each fund�s NAV per share.

During this six-month period, the Fund made distributions to shareholders totaling $0.98 per share (which
may have included a return of capital). The performance table shows the Fund�s six-month total return based
on its NAV and market price as of June 30, 2007. Past performance is no guarantee of future results.

II        LMP Real Estate Income Fund Inc.
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Performance Snapshot as of June 30, 2007 (unaudited)

Six-Month
Price Per Share Total Return
$21.65 (NAV) -7.93%
$21.56 (Market Price) 3.93%

All figures represent past performance and are not a guarantee of future results.

Total returns are based on changes in NAV or market price, respectively. Total returns assume the reinvestment of all distributions, including
returns of capital, if any, in additional shares.

Information About Your Fund
Important information with regard to recent regulatory developments that may affect the Fund is contained in
the Notes to Financial Statements included in this report.

Prior to October 9, 2006, the Fund was known as Real Estate Income Fund Inc.

Looking for Additional Information?
The Fund is traded under the symbol �RIT� and its closing market price is available in most newspapers under
the NYSE listings. The daily NAV is available on-line under the symbol �XRITX� on most financial websites.
Barron�s and The Wall Street Journal�s Monday edition both carry closed-end fund tables that provide
additional information. In addition, the Fund issues a quarterly press release that can be found on most major
financial websites, as well as www.leggmason.com/InvestorServices.

In a continuing effort to provide information concerning the Fund, shareholders may call
1-888-777-0102 (toll free), Monday through Friday from 8:00 a.m. to 6:00 p.m. Eastern Time, for the Fund�s
current NAV, market price and other information.

As always, thank you for your confidence in our stewardship of your assets. We look forward to helping you
meet your financial goals.

Sincerely,

R. Jay Gerken, CFA
Chairman, President and Chief Executive Officer

July 27, 2007

LMP Real Estate Income Fund Inc.        III
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The information provided is not intended to be a forecast of future events, a guarantee of future results or investment advice. Views expressed
may differ from those of the firm as a whole.

RISKS: Funds that invest in securities related to the real estate industry are subject to the risks of real estate markets, including fluctuating
property values, changes in interest rates and other mortgage-related risks. In addition, investment in funds that concentrate their investments in
one sector or industry may involve greater risk than investment in more broadly diversified funds.

All index performance reflects no deduction for fees, expenses or taxes. Please note that an investor cannot invest directly in an index.

i Gross domestic product (�GDP�) is the market value of all final goods and services produced within a country in a given period of time.

ii The federal funds rate is the rate charged by one depository institution on an overnight sale of immediately available funds (balances at
the Federal Reserve) to another depository institution; the rate may vary from depository institution to depository institution and from
day to day.

iii The Federal Reserve Board (�Fed�) is responsible for the formulation of policies designed to promote economic growth, full employment,
stable prices, and a sustainable pattern of international trade and payments.

iv The S&P 500 Index is an unmanaged index of 500 stocks that is generally representative of the performance of larger companies in the
U.S.

v The Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represents
approximately 25% of the total market capitalization of the Russell 1000 Index.

vi The Russell 1000 Index measures the performance of the 1,000 largest companies in the Russell 3000 Index, which represents
approximately 92% of the total market capitalization of the Russell 3000 Index.

vii The Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000 Index, which represents
approximately 8% of the total market capitalization of the Russell 3000 Index.

viii The Russell 3000 Growth Index measures the performance of those Russell 3000 Index companies with higher price-to-book ratios and
higher forecasted growth values. (A price-to-book ratio is the price of a stock compared to the difference between a company�s assets
and liabilities.)

ix The Russell 3000 Value Index measures the performance of those Russell 3000 Index companies with lower price-to-book ratios and
lower forecasted growth values.

x NAV is calculated by subtracting total liabilities and outstanding preferred stock from the closing value of all securities held by the
Fund (plus all other assets) and dividing the result (total net assets) by the total number of the common shares outstanding. The NAV
fluctuates with changes in the market prices of securities in which the Fund has invested. However, the price at which an investor may
buy or sell shares of the Fund is at the Fund�s market price, as determined by supply of and demand for the Fund�s shares.

xi Lipper, Inc. is a major independent mutual-fund tracking organization. Returns are based on the six-month period ended June 30, 2007,
including the reinvestment of all distributions, including returns of capital, if any, calculated among the 24 funds in the Fund�s Lipper
category.

IV        LMP Real Estate Income Fund Inc.
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Fund at a Glance (unaudited)

Investment Breakdown

As a Percent of Total Investments
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Schedule of Investments (June 30, 2007) (unaudited)

LMP REAL ESTATE INCOME FUND INC.

Shares Security Value
COMMON STOCKS � 70.7%
Apartments � 8.1%

50,000 Archstone-Smith Trust $ 2,955,500
224,000 Camden Property Trust (a) 15,001,280
100,000 Mid-America Apartment Communities Inc. 5,248,000
140,000 UDR Inc. 3,682,000

Total Apartments 26,886,780
Diversified � 5.9%

300,000 iStar Financial Inc. 13,299,000
190,000 Lexington Corporate Properties Trust 3,952,000
155,000 Spirit Finance Corp. 2,256,800

Total Diversified 19,507,800
Health Care � 11.5%

174,000 Health Care Property Investors Inc. 5,033,820
305,000 Healthcare Realty Trust Inc. 8,472,900
130,000 Nationwide Health Properties Inc. 3,536,000
340,000 OMEGA Healthcare Investors Inc. 5,382,200
511,700 Senior Housing Properties Trust 10,413,095
150,000 Ventas Inc. 5,437,500

Total Health Care 38,275,515
Home Financing � 0.8%

108,500 Municipal Mortgage & Equity LLC 2,645,230
Industrial � 2.8%

118,700 EastGroup Properties Inc. 5,201,434
185,000 First Potomac Realty Trust 4,308,650

Total Industrial 9,510,084
Industrial/Office - Mixed � 3.1%

235,000 Liberty Property Trust 10,323,550
Lodging/Resorts � 3.4%

445,000 Ashford Hospitality Trust 5,233,200
146,000 Hospitality Properties Trust 6,057,540

Total Lodging/Resorts 11,290,740

See Notes to Financial Statements.
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Schedule of Investments (June 30, 2007) (unaudited) (continued)

Shares Security Value
Office � 14.7%

290,000 Brandywine Realty Trust $ 8,288,200
224,700 Highwoods Properties Inc. 8,426,250
873,700 HRPT Properties Trust 9,086,480
135,000 Kilroy Realty Corp. 9,563,400
165,400 Mack-Cali Realty Corp. 7,193,246
134,500 Parkway Properties Inc. 6,460,035

Total Office 49,017,611
Regional Malls � 5.1%

196,000 Glimcher Realty Trust 4,900,000
145,000 Macerich Co. 11,950,900

Total Regional Malls 16,850,900
Retail � Free Standing � 3.5%

225,000 National Retail Properties Inc. 4,918,500
265,000 Realty Income Corp. 6,675,350

Total Retail � Free Standing 11,593,850
Self Storage � 1.2%

250,000 Extra Space Storage Inc. 4,125,000
Shopping Centers � 7.6%

410,000 Cedar Shopping Centers Inc. 5,883,500
22,000 Developers Diversified Realty Corp. 1,159,620

198,000 Equity One Inc. 5,058,900
250,000 Primaris Retail Real Estate Investment Trust 4,581,355
135,000 Ramco-Gershenson Properties Trust 4,850,550
104,000 Tanger Factory Outlet Centers Inc. 3,894,800

Total Shopping Centers 25,428,725
Specialty � 3.0%

185,000 Entertainment Properties Trust 9,949,300
TOTAL COMMON STOCKS
(Cost � $153,019,694) 235,405,085

See Notes to Financial Statements.
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Schedule of Investments (June 30, 2007) (unaudited) (continued)

Shares Security Value
PREFERRED STOCKS � 29.1%
Apartments � 4.6%

Apartment Investment & Management Co.:
75,000 Cumulative, Series G, 9.375% $ 1,916,250

113,000 Cumulative, Series U, 7.750% 2,892,800
120,000 Cumulative, Series Y, 7.875% 3,043,200
195,000 BRE Properties Inc., Series C, 6.750% 4,709,250
105,000 UDR Inc., 6.750% 2,586,150

Total Apartments 15,147,650
Diversified � 8.3%

109,400
Crescent Real Estate Equities Co., Cumulative Redeemable, Series B,
9.500% 2,773,290

175,000 Duke Realty Corp., 6.950% 4,418,750
90,000 LBA Realty Fund LP (b) 4,185,000

PS Business Parks Inc.:
115,000 Cumulative Redeemable, Series O, 7.375% 2,921,000
108,400 Series M, 7.200% 2,734,932
150,000 Public Storage Inc., Cumulative Redeemable, Series L, 6.750% 3,669,000

Vornado Realty Trust,
150,000 Cumulative Redeemable, Series G, 6.625% 3,552,000
142,400 Series H, 6.750% 3,457,472

Total Diversified 27,711,444
Health Care � 2.1%

150,000
Health Care Property Investors Inc., Cumulative Redeemable, Series F,
7.100% 3,750,000

120,400
OMEGA Healthcare Investors Inc., Cumulative Redeemable, Series D,
8.375% 3,107,524
Total Health Care 6,857,524

Lodging/Resorts � 2.8%

71,100
Hospitality Properties Trust, Cumulative Redeemable, Series B,
8.875% 1,785,321

48,000 LaSalle Hotel Properties, Cumulative Redeemable, Series G, 7.250% 1,147,502
160,000 Strategic Hotels Capital Inc., 8.250% 4,015,008

100,100
Sunstone Hotel Investors Inc., Cumulative Redeemable, Series A,
8.000% 2,518,146
Total Lodging/Resorts 9,465,977

Office � 3.7%
196,000 BioMed Realty Trust Inc., Series A, 7.375% 4,900,000

50,000 Brandywine Realty Trust, Series D, 7.375% 1,287,500

110,000
Corporate Office Properties Trust, Cumulative Redeemable, Series J,
7.625% 2,773,100

130,600 HRPT Properties Trust, Cumulative Redeemable, Series B, 8.750% 3,313,322
Total Office 12,273,922

See Notes to Financial Statements.
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Schedule of Investments (June 30, 2007) (unaudited) (continued)

Shares Security Value
Regional Malls � 2.5%

85,000 Glimcher Realty Trust, Cumulative Redeemable, Series F, 8.750% $ 2,159,000
6,000 Pennsylvania Real Estate Investment Trust, Cumulative, 11.000% 316,320

32,700 Simon Property Group Inc., Cumulative, Series C, 7.890% 1,650,330
169,600 Taubman Centers Inc., Cumulative Redeemable, Series H, 7.625% 4,266,508

Total Regional Malls 8,392,158
Retail � Free Standing � 1.5%

96,000
National Retail Properties Inc., Cumulative Redeemable, Series C,
7.375% 2,403,005
Realty Income Corp.:

25,200 Cumulative Redeemable, Series D, 7.375% 641,340
80,000 Cumulative Redeemable, Series E, 6.750% 1,990,400

Total Retail � Free Standing 5,034,745
Shopping Centers � 3.6%

73,000
Cedar Shopping Centers Inc., Cumulative Redeemable, Series A,
8.875% 1,908,220

21,200
Developers Diversified Realty Corp., Cumulative Redeemable,
Class G, 8.000% 536,148

34,800
Ramco-Gershenson Properties Trust, Cumulative Redeemable,
Series B, 9.500% 879,048

80,000 Urstadt Biddle Properties Inc., Cumulative, Series C, 8.500% 8,800,000
Total Shopping Centers 12,123,416
TOTAL PREFERRED STOCKS
(Cost � $96,581,760) 97,006,836
TOTAL INVESTMENTS BEFORE SHORT-TERM
INVESTMENT
(Cost � $249,601,454) 332,411,921

Face
Amount

SHORT-TERM INVESTMENT � 0.2%
Repurchase Agreement � 0.2%
$ 639,000 Interest in $500,144,000 joint tri-party repurchase agreement

dated 6/29/07 with Greenwich Capital Markets Inc.,
5.340% due 7/2/07; Proceeds at maturity � $639,284;
(Fully collateralized by various U.S. government agency
obligations,
4.500% to 7.500% due 3/1/17 to 7/1/47;
Market value � $651,783) (Cost � $639,000) (a) 639,000
TOTAL INVESTMENTS � 100.0% (Cost � $250,240,454#) $ 333,050,921

(a) All or a portion of this security is segregated for swap contracts.
(b) Security is exempt from registration under Rule 144A of the Securities Act of 1933. This security may be resold in transactions that are

exempt from registration, normally to qualified institutional buyers. This security has been deemed liquid pursuant to guidelines approved
by the Board of Directors, unless otherwise noted.

# Aggregate cost for federal income tax purposes is substantially the same.

See Notes to Financial Statements.
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Statement of Assets and Liabilities (June 30, 2007) (unaudited)

ASSETS:
Investments, at value (Cost � $250,240,454) $ 333,050,921
Cash 452
Unrealized appreciation on swaps 1,860,597
Dividends and interest receivable 1,545,118
Interest receivable for open swap contracts 80,243
Prepaid expenses 10,706
Total Assets 336,548,037
LIABILITIES:
Distributions payable 411,782
Investment management fee payable 165,406
Distributions payable to auction rate preferred stockholders 66,665
Interest payable for open swap contracts 62,425
Directors� fees payable 1,510
Accrued expenses 101,988
Total Liabilities 809,776
Series M Taxable Auction Rate Cumulative Preferred Stock
(3,800 shares authorized and issued at $25,000 per share) (Note 4) 95,000,000
Total Net Assets $ 240,738,261
NET ASSETS:
Par value ($0.001 par value; 11,121,241 common stock shares issued and outstanding;
100,000,000 common stock shares authorized) $ 11,121
Paid-in capital in excess of par value 152,477,479
Overdistributed net investment income (5,564,638)
Accumulated net realized gain on investments, swap contracts and foreign currency transactions 9,143,086
Net unrealized appreciation on investments, swap contracts and foreign currencies 84,671,213
Total Net Assets $ 240,738,261
Shares Outstanding 11,121,241
Net Asset Value $21.65

See Notes to Financial Statements.
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Statement of Operations (For the six months ended June 30, 2007) (unaudited)

INVESTMENT INCOME:
Dividends $ 8,395,042
Interest 54,778
Less: Foreign taxes withheld (22,823)
Total Investment Income 8,426,997
EXPENSES:
Investment management fee (Note 2) 1,627,804
Auction participation fees (Note 4) 117,909
Audit and tax 44,018
Shareholder reports 40,473
Directors� fees 35,457
Legal fees 19,209
Stock exchange listing fees 11,243
Transfer agent fees 8,782
Rating agency fees 5,653
Custody fees 4,592
Insurance 4,083
Miscellaneous expenses 8,042
Total Expenses 1,927,265
Less: Fee waivers and/or expense reimbursements (Note 2) (578,775)
Net Expenses 1,348,490
Net Investment Income 7,078,507
REALIZED AND UNREALIZED GAIN (LOSS) ON INVESTMENTS,
SWAP CONTRACTS AND FOREIGN CURRENCY TRANSACTIONS
(NOTES 1 AND 3):
Net Realized Gain From:
Investment transactions 5,077,239
REIT Distributions 1,874,262
Swap contracts 469,935
Foreign currency transactions 679
Net Realized Gain 7,422,115
Change in Net Unrealized Appreciation/Depreciation From:
Investments (33,515,730)
Swap contracts 274,722
Foreign currencies 149
Change in Net Unrealized Appreciation/Depreciation (33,240,859)
Net Loss on Investments, Swap Contracts and Foreign Currency Transactions (25,818,744)
Distributions Paid to Auction Rate Preferred Stockholders From Net Investment Income (2,438,519)
Decrease in Net Assets From Operations $(21,178,756)

See Notes to Financial Statements.
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Statements of Changes in Net Assets

For the six months ended June 30, 2007 (unaudited)
and the year ended December 31, 2006

2007 2006
OPERATIONS:
Net investment income $ 7,078,507 $ 10,987,855
Net realized gain 7,422,115 22,421,164
Change in net unrealized appreciation/depreciation (33,240,859) 43,074,147
Distributions paid to auction rate preferred stockholders from
net investment income (2,438,519) (4,702,386)
Increase (Decrease) in Net Assets From Operations (21,178,756) 71,780,780
DISTRIBUTIONS PAID TO COMMON STOCK
SHAREHOLDERS FROM (NOTE 1):
Net investment income (10,844,863) (10,187,457)
Net realized gains ended

June
30,

2009

2008

(Dollars in thousands)

COMMON STOCK

         Balance at beginning of period
 $100,277   108,492 
         Issuance of common stock through dividend reinvestment, incentive and benefit plans
  1,043   805 
         Repurchase of common stock
  -   (5,904)
         Shares withheld to satisfy tax withholdings
  (180)  (48)
         Conversion of preferred stock into common stock
  -   332 
         Balance at end of period
  101,140   103,677          
PAID-IN CAPITAL

         Balance at beginning of period
  39,961   91,147 
         Issuance of common stock through dividend reinvestment, incentive and benefit plans
  6,252   5,242 
         Repurchase of common stock
  -   (91,408)
         Shares withheld to satisfy tax withholdings
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  (4,606)  (1,625)
         Conversion of preferred stock into common stock
  -   5,765 
         Excess tax benefits from share-based compensation
  753   74 
         Share-based compensation and other
  10,952   7,122 
         Balance at end of period
  53,312   16,317          
ACCUMULATED OTHER COMPREHENSIVE LOSS, NET OF TAX

         Balance at beginning of period
  (123,489)  (42,707)
         Change in other comprehensive loss (net of reclassification adjustment), net of tax
  9,017   (4,304)
         Balance at end of period
  (114,472)  (47,011)         
RETAINED EARNINGS

         Balance at beginning of period
  3,146,255   3,245,302 
         Net income attributable to CenturyTel, Inc.
  136,184   180,927 
         Repurchase of common stock
  -   (110,703)
         Cash dividends declared

                 Common stock - $1.40 and $.135 per share, respectively
  (141,099)  (14,172)
                 Preferred stock
  (6)  (174)
         Balance at end of period
  3,141,334   3,301,180          
PREFERRED STOCK - NON-REDEEMABLE

         Balance at beginning of period
  236   6,971 
         Conversion of preferred stock into common stock
  -   (6,097)
         Balance at end of period
  236   874          
NONCONTROLLING INTEREST

         Balance at beginning of period
  4,568   6,605 
         Net income attributable to noncontrolling interests
  524   543 
         Distributions to noncontrolling interests
  (320)  (2,307)
         Balance at end of period
  4,772   4,841          
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TOTAL STOCKHOLDERS' EQUITY
 $3,186,322   3,379,878 

See accompanying notes to consolidated financial statements.
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CenturyTel, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2009
(UNAUDITED)

(1) Basis of Financial Reporting

    Our consolidated financial statements include the accounts of CenturyTel, Inc. and its majority-owned
subsidiaries.  Certain information and footnote disclosures normally included in financial statements prepared in
accordance with generally accepted accounting principles have been condensed or omitted pursuant to rules and
regulations of the Securities and Exchange Commission; however, in the opinion of management, the disclosures
made are adequate to make the information presented not misleading. The consolidated financial statements and
footnotes included in this Form 10-Q should be read in conjunction with the consolidated financial statements and
notes thereto included in our annual report on Form 10-K for the year ended December 31, 2008.  As discussed in
Note 2, these financial statements do not reflect our acquisition of Embarq Corporation (“Embarq”) on July 1, 2009.  We
have evaluated subsequent events through August 7, 2009 for inclusion in this quarterly report on Form 10-Q.

    The financial information for the three months and six months ended June 30, 2009 and 2008 has not been audited
by independent certified public accountants; however, in the opinion of management, all adjustments necessary to
present fairly the results of operations for the three-month and six-month periods have been included therein. The
results of operations for the first six months of the year are not necessarily indicative of the results of operations which
might be expected for the entire year.

(2) Events Associated with the Acquisition of Embarq

On July 1, 2009, pursuant to the terms and conditions of the Agreement and Plan of Merger, dated as of October 26,
2008 (the “Merger Agreement”), among Embarq Corporation (“Embarq”), CenturyTel and Cajun Acquisition Company, a
wholly owned subsidiary of CenturyTel (“Merger Sub”), Merger Sub merged with and into Embarq, with Embarq
surviving as a wholly owned subsidiary of CenturyTel (the “Merger”).  The combined company has an operating
presence in 33 states with approximately 7.3 million access lines and more than 2.1 million broadband customers,
based on operating data as of June 30, 2009.

As a result of the Merger, each outstanding share of Embarq common stock was converted into the right to receive
1.37 shares of our common stock (“CTL common stock”), with cash paid in lieu of fractional shares. As a result of the
Merger, we delivered approximately $6.0 billion in CTL common stock (or approximately 196.1 million shares of
CTL common stock) to Embarq stockholders, based on the number of Embarq shares outstanding as of June 30, 2009
and the closing price of the CTL common stock on June 30, 2009.  The premium paid by us in this transaction is
attributable to the strategic benefits from enhancing financial and operational scale, market diversification, leveraging
combined networks and improved competitive positioning.  None of the goodwill associated with this transaction will
be deductible for income tax purposes.

The results of operations of Embarq will be included in our consolidated results of operations beginning July 1,
2009.  CenturyTel is the accounting acquirer in this transaction.  Pursuant to SFAS 141(R), the assets acquired and
liabilities assumed of Embarq will be recognized at their acquisition date fair values.  The allocation of the purchase
price to the assets acquired and liabilities assumed of Embarq (and the related estimated lives of depreciable tangible
and identifiable intangible assets) will require a significant amount of judgment.  Such allocation of the purchase price
will be determined based upon analysis to be performed by an independent valuation firm, which is expected to be
complete by the end of 2009.  The following is a preliminary allocation of the purchase price based on currently
available information.  Such final identification of all the intangible assets acquired and the purchase price allocation

Edgar Filing: LMP REAL ESTATE INCOME FUND INC. - Form N-CSRS/A

22



may be significantly different than that reflected below (dollars in thousands).

Current assets $ 700,000
Net property, plant and equipment 7,148,000
Identifiable intangible assets 1,400,000
Other non-current assets 38,000
Current liabilities (898,000)
Long-term debt (4,887,000)
Other long-term liabilities (2,930,000)
Goodwill 5,449,000
           Total purchase price $ 6,020,000

8

The following unaudited pro forma financial information presents the combined results of CenturyTel and Embarq as
though the acquisition had been consummated as of January 1, 2009 and 2008, respectively, for the two periods
presented below.

Six months
ended June 30,

2009 2008
(Dollars in thousands)

Operating revenues $ 3,942,000 4,202,000
Net income 476,000 527,000
Basic earnings per share 1.60 1.69
Diluted earnings per share 1.60 1.68

These results include certain adjustments, primarily due to increased depreciation and amortization associated with the
identifiable intangible assets, increased retiree benefit costs due to the elimination of unrecognized actuarial losses,
and the related income tax effects.  The pro forma information does not necessarily reflect the actual results of
operations had the acquisition been consummated at the beginning of the periods indicated nor is it necessarily
indicative of future operating results.  The pro forma information does not give effect to any potential revenue
enhancements or cost synergies or other operating efficiencies that could result from the acquisition.

In addition to expenses incurred by CenturyTel and Embarq prior to the closing, we expect to incur approximately $50
million in additional closing costs, including investment banker and legal fees, in connection with consummation of
the merger.  Such costs will be recognized as an operating expense in the third quarter of 2009.  In addition, we expect
to incur integration costs related to system and customer conversions (including hardware and software
costs), employee-related severance costs, branding costs associated with changing the company name to CenturyLink
and other integration-related costs.  The specific details of these integration activities will continue to be refined.
 Based on current plans and information, we estimate that the aggregate non-recurring post-closing costs of the
integration activities will be approximately $370 million.  Such transaction and integration costs will be expensed or
capitalized based on the nature of the specific action.

Until such time as we can integrate the pension, welfare and other benefit plans of Embarq with ours, we will continue
to operate those plans independently.

On July 1, 2009, in connection with the Merger Agreement, and as approved by our shareholders on January 27, 2009,
we filed Amended and Restated Articles of Incorporation to (i) eliminate our time-phase voting structure, which
previously entitled persons who beneficially owned shares of our common stock continuously since May 30, 1987 to
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ten votes per share, and (ii) increase the authorized number of shares of our common stock from 350 million to 800
million.  As so amended and restated, our Articles of Incorporation provide that each share of CTL common stock is
entitled to one vote per share with respect to each matter properly submitted to shareholders for their vote, consent,
waiver, release or other action, and authorize the issuance of up to 800 million shares of CTL common stock.  These
amendments reflect changes contemplated or necessitated by the Merger Agreement and are described in detail in our
joint proxy statement-prospectus filed with the Securities and Exchange Commission and first mailed to shareholders
of CenturyTel and Embarq on or about December 22, 2008.  In Robert M. Garst, Sr. et al v. CenturyTel, Inc., et
al, certain of our former ten-vote shareholders challenged the effectiveness of the vote to eliminate our ten-vote share
structure.  We believe we followed all necessary steps to properly effect the amendments described above and are
defending the case accordingly.

            On January 23, 2009, Embarq amended its Credit Agreement to effect, upon completion of the merger, a
waiver of the event of default that would have arisen under the Credit Agreement solely as a result of the merger and
enabled the Credit Agreement, as amended, to remain in place after the merger.  Previously, in connection with the
merger agreement dated October 26, 2008, we had entered into a commitment letter with various lenders which
provided for an $800 million bridge facility that would be available to, among other things, refinance borrowings
under the Credit Agreement in the event a waiver of the event of default arising from the consummation of the merger
could not have been obtained and other financing was unavailable.  On January 23, 2009, we terminated the
commitment letter.  Upon entering into and terminating the commitment letter, we paid an aggregate of $8.0 million to
the lenders.  Such amount has been reflected as an expense (in Other income (expense)) in the first six months of
2009.

9

(3) Goodwill and Other Intangible Assets

Goodwill and other intangible assets as of June 30, 2009 and December 31, 2008 were composed of the following:

June 30, Dec. 31,
2009 2008

(Dollars in thousands)

Goodwill $ 4,015,674 4,015,674

Intangible assets subject to amortization Customer base
            Gross carrying amount $ 181,309 181,309
            Accumulated amortization (43,281) (35,026)
            Net carrying amount $ 138,028 146,283

Other intangible assets not subject to amortization $ 42,750 42,750

Total amortization expense related to the intangible assets subject to amortization for the first six months of 2009 was
$8.3 million and is expected to be $16.5 million annually from 2009 through 2011, $16.1 million in 2012 and $16.0
million in 2013 (excluding the effects of the acquisition of Embarq that was consummated on July 1, 2009 and as
discussed further in Note 2).

(4) Postretirement Benefits

We sponsor health care plans that provide postretirement benefits to all qualified retired employees.
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Net periodic postretirement benefit cost for the three months and six months ended June 30, 2009 and 2008 included
the following components:

Three months Six months
ended June 30, ended June 30,

2009 2008 2009 2008
(Dollars in thousands)

Service cost $ 1,317 1,238 2,526 2,493
Interest cost 4,899 4,828 9,797 9,802
Expected return on plan assets (346) (581) (693) (1,180)
Amortization of unrecognized prior service cost (887) (651) (1,773) (1,302)
Net periodic postretirement benefit cost $ 4,983 4,834 9,857 9,813

We contributed $6.4 million to our postretirement health care plan in the first six months of 2009 and expect to
contribute approximately $13 million for the full year (excluding any additional amounts that we may contribute with
respect to postretirement health care plans of Embarq).

(5) Defined Benefit Retirement Plans

We sponsor defined benefit pension plans for substantially all employees.  We also sponsored a Supplemental
Executive Retirement Plan that provided certain officers with supplemental retirement, death and disability
benefits.  In late February 2008, our board of directors approved certain actions related to our Supplemental Executive
Retirement Plan, including (i) the freezing of benefit accruals effective February 29, 2008 and (ii) amending the plan
to permit participants to receive in 2009 a lump sum distribution of the present value of their accrued plan benefits
based on their election, which occurred in the second quarter of 2008.  We also enhanced plan termination benefits by
(i) crediting each active participant with three additional years of service and (ii) crediting each participant who was
not in pay status under the plan with three additional years of age in connection with calculating the present value of
any lump sum distribution.  We recorded an aggregate curtailment loss of approximately $8.2 million in 2008 related
to the above-described items.  In addition, upon the payment of the lump sum distributions in early 2009, we also
recognized a settlement loss (which is included in selling, general and administrative expense) of approximately $7.7
million in the first quarter of 2009.
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Net periodic pension expense for the three months and six months ended June 30, 2009 and 2008 included the
following components:

Three months Six months
ended June 30, ended June 30,

2009 2008 2009 2008
(Dollars in thousands)

Service cost $ 3,493 4,070 6,987 8,759
Interest cost 6,621 6,580 13,252 13,217
Expected return on plan assets (6,964) (7,946) (13,928) (16,695)
Curtailment loss - 7,655 - 8,235
Settlement loss - - 7,711 -
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Net amortization and deferral 4,176 759 8,352 1,588
Net periodic pension expense $ 7,326 11,118 22,374 15,104

The amount of the 2009 contribution to our incumbent pension plans will be determined based on a number of factors,
including the results of the 2009 actuarial valuation.  At this time, the amount of the 2009 contribution is not
known.  Due principally to an accumulated positive “credit balance” under our principal incumbent pension plan, we
expect our required minimum cash contributions for 2009 to be minimal.  Nonetheless, we may make discretionary
contributions in 2009 (including $115 million of contributions we currently expect to make during the last half of
2009 to Embarq's acquired pension plan).

Due to change of control provisions that were triggered upon the consummation of the Embarq acquisition on July 1,
2009, certain retirees who were receiving monthly annuity payments under a supplemental executive retirement plan
will now receive a lump sum distribution calculated in accordance with the provisions of the plan.  A settlement
expense of approximately $8.9 million is expected to be recognized in the third quarter of 2009 as a result of these
actions.

(6) Stock-based Compensation

Statement of Financial Accounting Standards No. 123 (Revised 2004), “Share-Based Payment”, requires us to recognize
as compensation expense our cost of awarding employees with equity instruments by allocating the fair value of the
award on the grant date over the period during which the employee is required to provide service in exchange for the
award.

We currently maintain programs which allow the Board of Directors, through its Compensation Committee, to grant
incentives to certain employees and our outside directors in any one or a combination of several forms, including
incentive and non-qualified stock options; stock appreciation rights; restricted stock; and performance shares.  As of
June 30, 2009, we had reserved approximately 4.7 million shares of common stock which may be issued in connection
with awards under our current incentive programs.  We also offer an Employee Stock Purchase Plan whereby
employees can purchase our common stock at a 15% discount based on the lower of the beginning or ending stock
price during recurring six-month periods stipulated in such program.

Our outstanding restricted stock awards generally vest over a three- or five-year period (for employees) or a three-year
period (for outside directors).   During the first six months of 2009, 777,601 shares of restricted stock (substantially all
of which have a three-year vesting period) were granted to employees at an average grant date fair value of $27.07 per
share.

Our outstanding stock options have been granted with an exercise price equal to the market price of CenturyTel’s
shares at the date of grant.  Our outstanding options generally have a three-year vesting period and all of them expire
ten years after the date of grant.  The fair value of each stock option award is estimated as of the date of grant using a
Black-Scholes option pricing model.  No options were granted to employees during the first half of 2009.

The total compensation cost for all share-based payment arrangements for the first six months of 2009 and 2008 was
$9.9 million and $7.6 million, respectively.

11

Upon the consummation of the acquisition of Embarq Corporation on July 1, 2009 (see Note 2), the vesting schedules
of certain of our restricted stock and stock option grants issued prior to 2009 were accelerated due to change of control
provisions in the respective share-based compensation plans (with the exception of grants to certain officers who
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waived such acceleration right).  As a result of accelerating the vesting schedules of these grants, we expect to record
additional share-based compensation expense of approximately $7.5 million in the third quarter of 2009 above
amounts that would have been recognized absent the change of control provisions being triggered.  In addition, upon
the consummation of the merger, outstanding Embarq stock options and restricted stock units were converted to
CenturyTel stock options and restricted stock units based on the exchange ratio stipulated in the merger agreement.

Subsequent to such acceleration of vesting and the conversion of Embarq restricted stock units into CenturyTel
restricted stock units, as of July 1, 2009 there were 3.8 million shares of nonvested restricted stock and units
outstanding at an average grant date fair value of $30.36 per share.

Subsequent to the acceleration of vesting upon the consummation of the Embarq acquisition and the conversion of
outstanding Embarq stock options into CenturyTel stock options, outstanding and exercisable stock options were as
follows:

Average
remaining Aggregate

Number Average contractual intrinsic

of options price
term (in
years) value*

Outstanding 10,746,000 $ 37.01 5.1 $ 10,223,000
Exercisable 9,360,000 $ 37.19 4.6 $ 10,156,000
_______________
*  Includes only those options with intrinsic value (options where the exercise price is below the market price).

Subsequent to the merger, there was $91.4 million of total unrecognized compensation cost related to the share based
payment arrangements, which we expect to recognize over a weighted average period of 2.2 years.  Compensation
expense for these awards will be recognized over a shorter period if the employees’ service period is shorter than the
vesting schedule of the respective grants.

(7) Income Taxes

Our effective income tax rate was 38.7% and 36.8% for the six months ended June 30, 2009 and 2008,
respectively.   The lump sum distributions attributable to certain executive officers that were made in connection with
discontinuing the Supplemental Executive Retirement Plan (see Note 5) are currently being reflected as
non-deductible for income tax purposes pursuant to Internal Revenue Code Section 162(m) limitations.  However, due
to the consummation of the Embarq acquisition on July 1, 2009, we believe the payments could potentially be
deductible.  We plan to obtain a Private Letter Ruling from the Internal Revenue Service in relation to the treatment of
these distributions.  If a favorable ruling is received, the distributions will be treated as deductible and the income tax
benefit will be recognized in the period such ruling is received.  The treatment of the distributions as non-deductible
resulted in the recognition of approximately $6.7 million of income tax expense in the first quarter of 2009 above
amounts that would have been recognized had such payments been deductible for income tax purposes.  Such increase
in income tax expense was partially offset by a $5.8 million reduction in income tax expense caused by a reduction to
our deferred tax asset valuation allowance associated with state net operating loss carryforwards due to a law change
in one of our operating states that we believe will allow us to utilize our net operating loss carryforwards in the
future.  Prior to the law change, such net operating loss carryforwards were fully reserved as it was more likely than
not that these carryforwards would not be utilized prior to expiration.  Our 2009 effective tax rate is also higher
because a portion of our merger related transaction costs incurred during the first six months of 2009 are
non-deductible for income tax purposes.

12
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(8) Business Segments

            Our operating revenues for our products and services included the following components for the periods
specified below:

Three months Six months
ended June 30, ended June 30,

2009 2008 2009 2008
(Dollars in thousands)

Voice $ 207,603 219,901 417,521 440,381
Network access 190,366 207,904 383,210 416,602
Data 142,923 131,060 282,860 257,832
Fiber transport and CLEC 41,764 43,166 83,262 82,799
Other 51,813 56,075 104,001 109,106
Total operating revenues $ 634,469 658,106 1,270,854 1,306,720

We derived our voice revenues by providing local exchange telephone and retail long distance services to our
customers in our local exchange service areas.

We derived our network access revenues primarily from (i) providing services to various carriers and customers in
connection with the use of our facilities to originate and terminate their interstate and intrastate voice transmissions
and (ii) receiving universal support funds which allows us to recover a portion of our costs under federal and state cost
recovery mechanisms.

We derived our data revenues primarily by providing high-speed Internet access services (“DSL”) and data transmission
services over special circuits and private lines in our local exchange service areas.

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

We derived other revenues primarily by (i) leasing, selling, installing and maintaining customer premise
telecommunications equipment and wiring, (ii) providing billing and collection services for third parties, (iii)
participating in the publication of local directories and (iv) offering our video services, as well as other new product
offerings.

We are required to contribute to several universal service fund programs and generally include a surcharge amount on
our customers’ bills which is designed to recover our contribution costs.  Such amounts are reflected on a gross basis in
our statement of income (included in both operating revenues and expenses) and aggregated approximately $20
million for both the six months ended June 30, 2009 and 2008.

(9) Recent Accounting Pronouncements

In December 2007, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
No. 141 (revised), “Business Combinations” (“SFAS 141(R)”), which requires an acquiring entity to recognize all of the
assets acquired and liabilities assumed in a transaction at the acquisition date fair value with limited
exceptions.  SFAS 141(R) also changes the accounting treatment for certain specific items, including acquisition
costs, acquired contingent liabilities, restructuring costs, deferred tax asset valuation allowances and income tax
uncertainties after the acquisition date.  SFAS 141(R) is effective for us for all business combinations for which the
acquisition date is on or after January 1, 2009.  We will account for our acquisition of Embarq using the guidance of
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SFAS 141(R).  During the first six months of 2009, we incurred approximately $29.4 million of acquisition related
expenses related to our acquisition of Embarq.  Pursuant to SFAS 141(R), such costs are required to be expensed as
incurred and are reflected in selling, general and administrative expense in our consolidated statement of income for
the six months ended June 30, 2009.

In June 2008, the Financial Accounting Standards Board issued FSP EITF 03-6-1, “Determining Whether Instruments
Granted in Share-Based Payment Transactions Are Participating Securities”.  Based on this pronouncement, we have
concluded that our outstanding non-vested restricted stock is a participating security and therefore should be included
in the earnings allocation in computing earnings per share using the two-class method.  The pronouncement is
effective for us beginning in first quarter 2009 and requires us to recast our previously reported earnings per share
using the methodology prescribed in FSP EITF 03-6-1.  Our previously reported diluted earnings per share for the first
six months 2008 ($1.71 per share) has been recast using the guidance of FSP EITF 03-6-1 ($1.70 per share).  If our
diluted earnings per share would have been calculated using the provisions of FSP EITF 03-6-1 for the full year 2008,
our diluted earnings per share would have been $3.52 per share as compared to $3.56 per share.
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In December 2007, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards
No. 160, “Noncontrolling Interests in Consolidated Financial Statements – an Amendment of ARB No. 51” (“SFAS
160”).  SFAS 160 requires noncontrolling interests to be recognized as equity in the consolidated balance sheets.  In
addition, net income attributable to such noncontrolling interests is required to be included in consolidated net
income.  SFAS 160 is effective for fiscal years beginning on or after December 15, 2008.  Our financial statements as
of and for the six months ended June 30, 2009 reflect our noncontrolling interests as prescribed by SFAS 160.  Prior
periods have been adjusted to reflect this presentation.

Statement of Financial Accounting Standards No. 157 “Fair Value Measurements” (“SFAS 157”) defines fair value,
establishes a framework for measuring fair value and expands the disclosures about fair value measurements required
or permitted under other accounting pronouncements.  SFAS 157 establishes a three-tier fair value hierarchy, which
prioritizes the inputs used to measure fair value.  These tiers include: Level 1 (defined as observable inputs such as
quoted market prices in active markets); Level 2 (defined as inputs other than quoted prices in active markets that are
either directly or indirectly observable); and Level 3 (defined as unobservable inputs in which little or no market data
exists).

As of June 30, 2009, we held life insurance contracts with cash surrender value that are required to be measured at fair
value on a recurring basis.  The following table depicts these assets held and the related tier designation pursuant to
SFAS 157.

Balance
                  Description June 30, 2009 Level 1 Level 2 Level 3

(Dollars in thousands)

Cash surrender value of
life insurance contracts $ 95,863 95,863 - -

(10) Commitments and Contingencies

For a description of an inside wiring class action suit pending against CenturyTel, Inc., see the Annual Report on
Form 10-K for the year ended December 31, 2008 filed by CenturyTel, Inc.  For a description of certain
environmental and class action retiree benefit program claims pending against Embarq or its subsidiaries, see the
Annual Report on Form 10-K for the year ended December 31, 2008 and the Quarterly Report on Form 10-Q for the
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period ended March 31, 2009 filed by Embarq.  During the second quarter of 2009, there were no material
developments in any of these proceedings.

From time to time, we are involved in other proceedings incidental to our 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.  The outcome of these
other proceedings is not predictable.  However, we do not believe that the ultimate resolution of any of these other
proceedings, after considering available insurance coverage, will have a material adverse effect on our financial
position, results of operations or cash flows.

(11) Accounting for the Effects of Regulation

Through June 30, 2009, we have accounted for our regulated telephone operations (except for the properties acquired
from Verizon in 2002) in accordance with the provisions of Statement of Financial Accounting Standards No. 71,
“Accounting for the Effects of Certain Types of Regulation” (“SFAS 71”) under which actions by regulators can provide
reasonable assurance of the recognition of an asset, reduce or eliminate the value of an asset and impose a liability on
a regulated enterprise.  Such regulatory assets and liabilities are required to be recorded and, accordingly, reflected in
the balance sheet of an entity subject to SFAS 71.
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In September 2008, we filed a petition with the FCC to convert our remaining rate-of-return study areas to price cap
regulation and, to the extent necessary, requested limited waivers of certain pricing and universal service high-cost
support rules related to our election.  Such petition to convert to price cap regulation was approved in April 2009 with
an effective date of July 1, 2009.  As a result, we discontinued the accounting requirements of SFAS 71 as of July 1,
2009.

Upon the discontinuance of SFAS 71, implementation of Statement of Financial Accounting Standards No. 101
("SFAS 101"), "Regulated Enterprises - Accounting for the Discontinuance of Application of FASB Statement No.
71," requires us to write-off previously established regulatory assets and liabilities.  Depreciation rates of certain
assets established by regulatory authorities for our telephone operations subject to SFAS 71 have historically included
a component for removal costs in excess of the related salvage value.  Notwithstanding the adoption of Statement of
Financial Accounting Standards No. 143 “Accounting for Asset Retirement Obligations” (“SFAS 143”), SFAS 71 required
us to continue to reflect this accumulated liability for removal costs in excess of salvage value even though there was
no legal obligation to remove the assets.  Therefore, we did not adopt the provisions of SFAS 143 for our telephone
operations subject to SFAS 71.  Upon the discontinuance of SFAS 71, such accumulated liability for removal costs
included in accumulated depreciation will be removed and an asset retirement obligation in accordance with SFAS
143 will be established.  SFAS 101 further provides that the carrying amounts of property, plant and equipment are to
be adjusted only to the extent the assets are impaired and that impairment shall be judged in the same manner as for
nonregulated enterprises. We do not expect to record an impairment charge related to the carrying value of the
property, plant and equipment of our regulated telephone operations as a result of the discontinuance of SFAS 71.

Upon the discontinuance of SFAS 71 in the third quarter of 2009, we expect to record a non-cash extraordinary gain in
our consolidated statements of income comprised of the following components:

Pre-tax After-tax
gain (loss) gain (loss)

(Dollars in thousands)

Elimination of removal costs embedded in accumulated depreciation $ 222,703 136,720
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Establishment of asset retirement obligation (989) (607)
Elimination of other regulatory assets and liabilities (2,585) (1,587)

Net extraordinary gain $ 219,129 134,526

The above amounts are subject to further adjustments as we finalize our analysis of the impact of discontinuing the
application of SFAS 71.

Historically, the depreciation rates we utilized for our telephone operations were based on rates established by
regulatory authorities.  Upon the discontinuance of SFAS 71, we will revise the lives of our property, plant and
equipment to reflect the economic estimated remaining useful lives of the assets.  In general, the estimated remaining
useful lives of our telephone property will be lengthened as compared to the rates used that were established by
regulatory authorities. Such lengthening of remaining useful lives reflects our expectations of future network
utilization and capital expenditure levels required to provide service to our customers.  Based on current estimates and
assumptions, we expect such revisions in remaining useful lives of our assets to reduce depreciation expense by
approximately $80-90 million annually compared to depreciation expense based on depreciation rates established by
regulators.

Upon the discontinuance of SFAS 71, we also will eliminate certain intercompany transactions with regulated
affiliates that currently are not eliminated under the application of SFAS 71.  For the first six months of 2009,
approximately $114 million of revenues (and an equal amount of corresponding costs) would have been eliminated
had we not been subject to the provisions of SFAS 71.  For regulatory purposes, the accounting and reporting of our
telephone subsidiaries will not be affected by the discontinued application of SFAS 71.

15
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Item 2.
CenturyTel, Inc.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD&A") included herein
should be read in conjunction with MD&A and the other information included in our annual report on Form 10-K for
the year ended December 31, 2008. The results of operations for the three months and six months ended June 30, 2009
are not necessarily indicative of the results of operations which might be expected for the entire year.

On July 1, 2009, we merged with Embarq Corporation in a transaction that substantially expanded the size and scope
of our business.  As a result of this merger, we are now an integrated communications company primarily engaged in
providing an array of communications services in 33 states, including local and long distance voice, data, Internet
access, broadband, and satellite video services.  In certain local and regional markets, we also sell communications
equipment and provide fiber transport, competitive local exchange carrier, security monitoring, and other
communications, professional and business information services.  We operate approximately 7.3 million access lines
and serve approximately 2.1 million broadband customers, based on operating data as of June 30, 2009.  For
additional information on our legacy revenue sources prior to the merger, see Note 8.  For additional information on
the merger, see Note 2.  For additional information on Embarq Corporation, which is now our wholly-owned
subsidiary, see the periodic reports filed by it with the Securities and Exchange Commission.

During the second quarter and first six months of 2009, we incurred approximately $22.5 million and $29.4 million of
acquisition related costs associated with our acquisition of Embarq.  Such costs are reflected in selling, general and
administrative expense in our second quarter and six months ended June 30, 2009 consolidated statements of
income.  As discussed in Note 2, during the first quarter of 2009 we incurred an $8.0 million pre-tax charge (which is
reflected in Other income (expense)) associated with our $800 million bridge facility that we obtained in connection
with entering into the Embarq merger agreement.

As discussed further in Note 5, upon the payment of lump sum distributions in early 2009 related to our Supplemental
Executive Retirement Plan, we recognized a settlement loss of approximately $7.7 million in the first quarter of 2009
(such amount is reflected in selling, general and administrative expense).  In addition, due to Internal Revenue Code
Section 162(m) limitations, a portion of the lump sum distributions made in the first quarter of 2009 are currently
being reflected as non-deductible for income tax purposes and thus increased our effective income tax rate.  See Note
7 for additional information. Certain merger related costs incurred during the first six months of 2009 are also
non-deductible for income tax purposes and thus increased our effective income tax rate.  Such increase in our
effective tax rate was partially offset by a reduction to our deferred tax asset valuation allowance associated with state
net operating loss carryforwards.  See “Income Tax Expense” below for additional information.

During the last several years (exclusive of acquisitions and certain non-recurring favorable adjustments), we have
experienced revenue declines in our voice and network access revenues primarily due to the loss of access lines and
minutes of use.  In an attempt to mitigate these declines, we hope to, among other things, (i) promote long-term
relationships with our customers through bundling of integrated services, (ii) provide new services, such as video and
wireless broadband, and other additional services that may become available in the future due to advances in
technology, wireless spectrum sales by the Federal Communications Commission (the “FCC”) or improvements in our
infrastructure, (iii) provide our broadband and premium services to a higher percentage of our customers, (iv) pursue
acquisitions of additional communications properties if available at attractive prices, (v) increase usage of our
networks and (vi) market our products to new customers.
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In addition to historical information, this management’s discussion and analysis includes certain forward-looking
statements that are based on current expectations only, and are subject to a number of risks, uncertainties and
assumptions, many of which are beyond our control.  Actual events and results may differ materially from those
anticipated, estimated or projected if one or more of these risks or uncertainties materialize, or if underlying
assumptions prove incorrect.  Factors that could affect actual results include but are not limited to:  the timing, success
and overall effects of competition from a wide variety of competitive providers; the risks inherent in rapid
technological change; the effects of ongoing changes in the regulation of the communications industry (including the
FCC’s proposed rules regarding intercarrier compensation and the Universal Service Fund described in our prior filings
with the Securities and Exchange Commission (“SEC”)); our ability to effectively adjust to changes in the
communications industry; our ability to successfully integrate Embarq into our operations, including realizing the
anticipated benefits of the transaction and retaining and hiring key personnel; our ability to effectively manage our
expansion opportunities; possible changes in the demand for, or pricing of, our products and services; our ability to
successfully introduce new product or service offerings on a timely and cost-effective basis; our continued access to
credit markets on favorable terms; our ability to collect our receivables from financially troubled communications
companies; our ability to pay a $2.80 per common share dividend annually, which may be affected by changes in our
cash requirements, capital spending plans, cash flows or financial position; unanticipated increases in our capital
expenditures; our ability to successfully negotiate collective bargaining agreements on reasonable terms without work
stoppages; the effects of adverse weather; other risks referenced from time to time in this report or other of our filings
with the SEC; and the effects of more general factors such as changes in interest rates, in tax rates, in accounting
policies or practices, in operating, medical or administrative costs, in general market, labor or economic conditions, or
in legislation, regulation or public policy.  These and other uncertainties related to our business and our acquisition of
Embarq are described in greater detail in Item 1A of Part II of this report. You should be aware that new factors may
emerge from time to time and it is not possible for us to identify all such factors nor can we predict the impact of each
such factor on the business or the extent to which any one or more factors may cause actual results to differ from those
reflected in any forward-looking statements.  You are further cautioned not to place undue reliance on these
forward-looking statements, which speak only as of the date of this report.  We undertake no obligation to update any
of our forward-looking statements for any reason.
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RESULTS OF OPERATIONS

Three Months Ended June 30, 2009 Compared
to Three Months Ended June 30, 2008

Net income attributable to CenturyTel, Inc. was $69.0 million and $92.2 million for the second quarter of 2009 and
2008, respectively.  Diluted earnings per share for the first quarter of 2009 and 2008 was $.68 and $.88,
respectively.   The decline in the number of average diluted shares outstanding is primarily attributable to share
repurchases subsequent to June 30, 2008.

Three months
ended June 30,

2009 2008
(Dollars, except per share

amounts,
and shares in thousands)
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Operating income $ 149,443 180,690
Interest expense (44,937) (49,166)
Other income (expense) 7,635 13,204
Income tax expense (42,813) (52,264)
Net income 69,328 92,464
Less: Net income attributable to noncontrolling interests (298) (297)
Net income attributable to CenturyTel, Inc. $ 69,030 92,167

Basic earnings per share $ .68 .88

Diluted earnings per share $ .68 .88

Average basic shares outstanding 99,414 103,644

Average diluted shares outstanding 99,450 103,999

    Operating income decreased $31.2 million (17.3%) due to a $23.6 million (3.6%) decrease in operating revenues
and a $7.6 million (1.6%) increase in operating expenses.
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Operating Revenues

Three months
ended June 30,

2009 2008
(Dollars in thousands)

Voice $ 207,603 219,901
Network access 190,366 207,904
Data 142,923 131,060
Fiber transport and CLEC 41,764 43,166
Other 51,813 56,075

$ 634,469 658,106

The $12.3 million (5.6%) decrease in voice revenues is primarily due to (i) an $8.0 million decrease due to a 6.8%
decline in the average number of access lines and (ii) a $3.4 million decrease in custom calling feature revenues
primarily due to the continued migration of customers to bundled service offerings at a lower effective rate.

Access lines declined 33,500 during the second quarter of 2009 compared to a decline of 30,600 during the second
quarter of 2008.  We believe the decline in the number of access lines during 2009 and 2008 is primarily due to the
displacement of traditional wireline telephone services by other competitive services and recent economic
conditions.  Based on our current retention initiatives, we estimate that our access line loss will be between 330,000
and 380,000 lines for the last half of 2009 (including anticipated access line loss from the Embarq properties acquired
on July 1, 2009).

Network access revenues decreased $17.5 million (8.4%) in the second quarter of 2009 primarily due to (i) a $7.7
million decrease as a result of lower intrastate revenues due to a reduction in intrastate minutes (principally due to the
loss of access lines and the displacement of minutes by wireless, electronic mail and other optional calling services);
(ii) a $4.1 million decrease in interstate revenues primarily due to the partial recovery of lower operating costs through
revenue sharing arrangements and return on rate base; and (iii) a $3.2 million reduction in revenues from the federal
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Universal Service Fund primarily due to an increase in the nationwide average cost per loop factor used by the Federal
Communications Commission to allocate funds among all recipients.  We believe that intrastate minutes will continue
to decline in 2009, although we cannot precisely estimate the magnitude of such decrease.

Data revenues increased $11.9 million (9.1%) substantially due to an $11.6 million increase in DSL-related revenues
primarily due to growth in the number of DSL customers.

Fiber transport and CLEC revenues decreased $1.4 million (3.2%) primarily due to (i) a $1.6 million decrease in
CLEC revenues due to the divestiture of six CLEC markets that were consummated in the second and third quarters of
2008 and (ii) a $1.2 million decrease due to CLEC customer disconnects. Such decreases were partially offset by a
$2.0 million increase in revenues of our incumbent fiber transport business.

Other revenues decreased $4.3 million (7.6%) primarily due to a decrease in certain non-regulated product sales and
service offerings.

Operating Expenses

Three months
ended June 30,

2009 2008
(Dollars in thousands)

Cost of services and products (exclusive of depreciation and amortization) $ 235,732 239,626
Selling, general and administrative 120,742 106,836
Depreciation and amortization 128,552 130,954

$ 485,026 477,416

Cost of services and products decreased $3.9 million (1.6%) primarily due to (i) a $2.8 million decrease in CLEC
expenses primarily due to a reduction in costs due to the above-described divestiture of six CLEC markets, (ii) a $2.4
million decrease in plant operations expenses primarily due to lower maintenance and repairs costs and (iii) a $2.4
million decrease in access expense.  Such decreases were partially offset by a $6.2 million increase in DSL-related
expenses due to growth in the number of DSL customers.
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            Selling, general and administrative expenses increased $13.9 million (13.0%) primarily due to $22.5 million of
acquisition related costs associated with our acquisition of Embarq.  Such increase was partially offset by (i) a $7.7
million curtailment loss recorded in the second quarter of 2008 related to our Supplemental Executive Retirement Plan
(see Note 5) and (ii) a $2.6 million decrease in marketing expenses.

            Depreciation and amortization decreased $2.4 million (1.8%) primarily due a $7.1 million reduction in
depreciation expense due to certain assets becoming fully depreciated.  Such decrease was partially offset by a $4.9
million increase due to higher levels of plant in service.

Interest Expense

            Interest expense decreased $4.2 million (8.6%) in the second quarter of 2009 compared to the second quarter
of 2008 primarily due to a $1.7 million decrease due to the favorable resolution of transaction tax audit issues, a $1.3
million decrease as a result of a decrease in average debt outstanding and a $1.2 million reduction due to lower
average interest rates.

Other Income (Expense)
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            Other income (expense) includes the effects of certain items not directly related to our core operations,
including gains and losses from nonoperating asset dispositions and impairments, our share of income from our 49%
interest in a cellular partnership, interest income and allowance for funds used during construction.  Other income
(expense) was $7.6 million for the second quarter of 2009 compared to $13.2 million for the second quarter of
2008.  The second quarter of 2008 included a $4.5 million gain realized upon the liquidation of our investments in
marketable securities in our SERP trust.

Income Tax Expense

            Our effective income tax rate was 38.3% and 36.2% for the three months ended June 30, 2009 and June 30,
2008, respectively.  Such increase in the effective tax rate was caused by certain of our Embarq merger related
integration costs which are considered non-deductible for income tax purposes.
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Six Months Ended June 30, 2009 Compared
to Six Months Ended June 30, 2008

            Net income attributable to CenturyTel, Inc. was $136.2 million and $180.9 million for the first six months of
2009 and 2008, respectively.  Diluted earnings per share for the first six months of 2009 and 2008 was $1.35 and
$1.70, respectively.   The decline in the number of average diluted shares outstanding is attributable to share
repurchases after June 30, 2008.

Six months
ended June 30,

2009 2008
(Dollars, except per share

amounts,
and shares in thousands)

Operating income $ 313,780 364,183
Interest expense (96,969) (99,288)
Other income (expense) 5,817 21,867
Income tax expense (85,920) (105,292)
Net income 136,708 181,470
Less: Net income attributable to noncontrolling interests (524) (543)
Net income attributable to CenturyTel, Inc. $ 136,184 180,927

Basic earnings per share $ 1.35 1.71

Diluted earnings per share $ 1.35 1.70

Average basic shares outstanding 99,270 104,893

Average diluted shares outstanding 99,297 105,337

            Operating income decreased $50.4 million (13.8%) due to a $35.9 million (2.7%) decrease in operating
revenues and a $14.5 million (1.5%) increase in operating expenses.

Operating Revenues

Six months
ended June 30,

2009 2008
(Dollars in thousands)

Voice $ 417,521 440,381
Network access 383,210 416,602
Data 282,860 257,832
Fiber transport and CLEC 83,262 82,799
Other 104,001 109,106

$ 1,270,854 1,306,720

            The $22.9 million (5.2%) decrease in voice revenues is primarily due to (i) a $15.3 million decrease due to a
6.7% decline in the average number of access lines and (ii) a $6.5 million decrease in custom calling feature revenues
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primarily due to the continued migration of customers to bundled service offerings at a lower effective rate.

            Access lines declined 65,000 during the first six months of 2009 compared to a decline of 58,000 during the
first six months of 2008.  We believe the decline in the number of access lines during 2009 and 2008 is primarily due
to the displacement of traditional wireline telephone services by other competitive services and recent economic
conditions.  Based on our current retention initiatives, we estimate that our access line loss will be between 330,000
and 380,000 lines (including anticipated access line loss from the Embarq properties acquired on July 1, 2009).

            Network access revenues decreased $33.4 million (8.0%) in the first six months of 2009 primarily due to (i) a
$17.1 million decrease as a result of lower intrastate revenues due to a reduction in intrastate minutes (principally due
to the loss of access lines and the displacement of minutes by wireless, electronic mail and other optional calling
services); (ii) $8.2 million decrease in interstate revenues primarily due to the partial recovery of lower operating costs
through revenue sharing arrangements and return on rate base; and (iii) a $6.7 million reduction in revenues from the
federal Universal Service Fund primarily due to an increase in the nationwide average cost per loop factor used by the
Federal Communications Commission to allocate funds among all recipients.  We believe that intrastate minutes will
continue to decline in 2009, although we cannot precisely estimate the magnitude of such decrease.
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            Data revenues increased $25.0 million (9.7%) substantially due to a $22.5 million increase in DSL-related
revenues primarily due to growth in the number of DSL customers.

            Fiber transport and CLEC revenues increased $463,000 (0.6%) primarily due to a $5.2 million increase in
revenues of our incumbent fiber transport business.  Such increase was substantially offset by a $3.2 million decrease
in CLEC revenues primarily due to the divestiture of six CLEC markets that were consummated in the second and
third quarters of 2008 and a $1.6 million decrease due to CLEC customer disconnects.

            Other revenues decreased $5.1 million (4.7%) primarily due to a decrease in certain non-regulated product
sales and service offerings.

Operating Expenses

Six months
ended June 30,

2009 2008
(Dollars in thousands)

Cost of services and products (exclusive of depreciation and amortization) $ 470,363 477,438
Selling, general and administrative 230,587 198,461
Depreciation and amortization 256,124 266,638

$ 957,074 942,537

            Cost of services and products decreased $7.1 million (1.5%) primarily due to (i) a $4.3 million decrease in
CLEC expenses due to a reduction in costs as a result of the above-described divestiture of six CLEC markets, (ii) a
$3.4 million decrease in access expense, (iii) a $3.4 million decrease in customer service related expenses; (iv) a $2.1
million reduction in expenses associated with new product offerings and (iv) a $1.9 million decrease in plant
operations expenses primarily due to lower maintenance and repairs costs.  Such decreases were partially offset by a
$10.7 million increase in DSL-related expenses due to growth in the number of DSL customers.

Selling, general and administrative expenses increased $32.1 million (16.2%) primarily due to (i) $29.4 million of
acquisition related costs associated with our acquisition of Embarq and (ii) a $5.2 million increase in bad debt
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expense. Such increases were partially offset by a $3.7 million decrease in marketing expense.

Depreciation and amortization decreased $10.5 million (3.9%) primarily due a $16.7 million reduction in depreciation
expense due to certain assets becoming fully depreciated.  Such decrease was partially offset by an $8.1 million
increase due to higher levels of plant in service.

Interest Expense

Interest expense decreased $2.3 million (2.3%) in the first six months of 2009 compared to the first six months of
2008 due to a $2.6 million reduction due to lower average interest rates, a $1.7 million decrease due to the favorable
resolution of transaction tax audit issues, partially offset by a $2.5 million increase as a result of an increase in average
debt outstanding.

Other Income (Expense)

Other income (expense) includes the effects of certain items not directly related to our core operations, including gains
and losses from nonoperating asset dispositions and impairments, our share of income from our 49% interest in a
cellular partnership, interest income and allowance for funds used during construction.  Other income (expense) was
$5.8 million for the first six months of 2009 compared to $21.9 million for the first six months of 2008. Included in
the first six months of 2009 is an $8.0 million pre-tax charge associated with our $800 million bridge credit facility
(see Note 2 for additional information).  Included in the first six months of 2008 is (i) a pre-tax gain of $4.5 million
upon the liquidation of our investments in marketable securities in our SERP trust, (ii) a pre-tax gain of approximately
$4.1 million from the sale of a nonoperating investment, and (iii) and a $3.4 million pre-tax charge related to
terminating all of our existing derivative instruments in the first quarter of 2008.  Our share of income from our 49%
interest in a cellular partnership increased $1.2 million in the first six months of 2009 compared to the first six months
of 2008.
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Income Tax Expense

            Our effective income tax rate was 38.7% and 36.8% for the six months ended June 30, 2009 and June 30,
2008, respectively.  The lump sum distributions attributable to certain executive officers that were made in connection
with discontinuing the Supplemental Executive Retirement Plan (see Note 5) are currently being reflected as
non-deductible for income tax purposes pursuant to Internal Revenue Code Section 162(m) limitations.  However, due
to the consummation of the Embarq acquisition on July 1, 2009, we believe the payments could potentially be
deductible.  We plan to obtain a Private Letter Ruling from the Internal Revenue Service in relation to the treatment of
these distributions.  If a favorable ruling is received, the distributions will be treated as deductible and the income tax
benefit will be recognized in the period such ruling is received.  The treatment of the distributions as non-deductible
resulted in the recognition of approximately $6.7 million of income tax expense in the first quarter of 2009 above
amounts that would have been recognized had such payments been deductible for income tax purposes.  Such increase
in income tax expense was partially offset by a $5.8 million reduction in income tax expense caused by a reduction to
our deferred tax asset valuation allowance associated with state net operating loss carryforwards due to a law change
in one of our operating states that we believe will allow us to utilize our net operating loss carryforwards in the
future.  Prior to the law change, such net operating loss carryforwards were fully reserved as it was more likely than
not that these carryforwards would not be utilized prior to expiration.  In addition, certain of our Embarq merger
related integration costs are non-deductible for income tax purposes.

LIQUIDITY AND CAPITAL RESOURCES
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            Excluding cash used for acquisitions, we rely on cash provided by operations to fund our operating and capital
expenditures.  During the last few months of 2008, we borrowed against our long-term revolving credit facility and
held excess cash to provide us flexibility in the challenging economic environment.  As a result, our working capital
position was positive as of December 31, 2008.  During the first six month of 2009, we repaid a portion of these
borrowings which has resulted in a negative working capital position as of June 30, 2009, which is more
representative of our typical working capital position.   Our operations have historically provided a stable source of
cash flow which has helped us continue our long-term program of capital improvements.

            Net cash provided by operating activities was $482.2 million during the first six months of 2009 compared to
$427.0 million during the first six months of 2008.  Payments for income taxes decreased to $24.2 million during the
first six months of 2009 from $136.1 million during the first six months of 2008 due to overpayments of 2008 taxes
that enabled us to lower our first quarter 2009 estimated tax payments. The lump sum distributions associated with the
discontinuance of the Supplemental Executive Retirement Plan were paid in early 2009 and aggregated approximately
$37 million.  Our accompanying consolidated statements of cash flows identify major differences between net income
and net cash provided by operating activities for each of these periods.  For additional information relating to our
operations, see Results of Operations.

            Net cash used in investing activities was $130.6 million and $226.1 million for the six months ended June 30,
2009 and 2008, respectively.  Payments for property, plant and equipment were $130.8 million in the first six months
of 2009 and $114.4 million in the first six month of 2008.  The first six months of 2009 capital expenditures included
approximately $20 million related to the integration of Embarq.  Our budgeted capital expenditures for the last half of
2009 are expected to be between $525-575 million, which includes capital expenditures related to the Embarq
properties acquired on July 1, 2009, but excludes one-time integration-related capital expenditures.

            During 2008, we paid an aggregate of approximately $149 million for 69 licenses in the Federal
Communications Commission’s (“FCC”) auction of 700 megahertz (“MHz”) wireless spectrum.  We are still in the
planning stages regarding the use of this spectrum.  However, based on our preliminary analysis, we are considering
developing wireless voice and data service capabilities based on equipment using LTE (Long-Term Evolution)
technology.  Given that data devices are not expected to be commercially available until 2010 and voice devices are
not expected to be available until 2012, we do not expect our deployment to result in any material impact to our
capital and operating budgets for 2009.  We do anticipate conducting trials in 2010, followed by selective market
deployments in late 2010 and early 2011.
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            Net cash used in financing activities was $535.8 million during the first six months of 2009 compared to
$171.4 million during the first six months of 2008.  We made $394.7 million of debt payments (substantially all of
which related to our revolving credit facility) in the first six months of 2009 primarily from cash on hand.  In the first
six months of 2008, we paid our $240 million Series F Senior Notes at maturity primarily using borrowings from our
credit facility.  In accordance with previously announced stock repurchase programs, we repurchased 6.0 million
shares (for $209.7 million) in the first six months of 2008.  We suspended our current share repurchase program
pending completion of our acquisition of Embarq.

            In June 2008, our Board of Directors  (i) increased our annual cash dividend to $2.80 from $.27 per share and
(ii) declared a one-time dividend of $.6325 per share, which was paid in July 2008, effectively adjusting the total
second quarter dividend to the new $.70 quarterly dividend rate. Following the closing of the Embarq merger, we
expect to continue our current dividend practice and resume share repurchases, subject to our intention to maintain
investment grade credit ratings on our senior debt and any other factors that our board in its discretion deems relevant.
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In the first quarter of 2008, we received a net cash settlement of approximately $20.7 million from the termination of
all of our existing derivative instruments.  See “Market Risk” below for additional information concerning the
termination of these derivatives.

During 2008, we suffered a substantial loss on our pension plan assets.  If our actual return on plan assets continues to
be lower than our assumed rate of return, we will be required to contribute additional funds to our pension plan after
2009.  For further information, see Part I, Item 3, of this report.

On July 1, 2009, we consummated the acquisition of Embarq Corporation by issuing approximately $6.0 billion of
CenturyTel common stock (valued as of June 30, 2009). We financed our merger transaction expenses with (i)
available cash of the combined company and (ii) proceeds from CenturyTel’s and Embarq’s existing revolving credit
facilities.  As previously announced, Embarq amended its credit facility to enable the facility to remain in place as an
$800 million unsecured revolving credit facility after the completion of the merger through May 2011.  See Note 2 for
additional information.

 Subsequent to the merger, we have available two revolving credit facilities, (i) a five-year, $728 million revolving
credit facility of CenturyTel which expires in December 2011 and (ii) an $800 million unsecured revolving credit
facility of Embarq which expires in May 2011.  Up to $250 million of the credit facilities can be used for letters of
credit, which reduces the amount available for other extensions of credit.  Available borrowings under these credit
facilities are also effectively reduced by any outstanding borrowings under our commercial paper program.  Our
commercial paper program borrowings are effectively limited to the total amount available under the two credit
facilities.  As of July 31, 2009, we had approximately $124.1 million outstanding under our credit facilities (all of
which relates to CenturyTel’s facility) and no amounts outstanding under our commercial paper program.
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Item 3.
CenturyTel, Inc.

QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes in interest rates on our long-term debt obligations.  We have estimated
our market risk using sensitivity analysis.  Market risk is defined as the potential change in the fair value of a
fixed-rate debt obligation due to a hypothetical adverse change in interest rates.  We determine fair value on long-term
debt obligations based on a discounted cash flow analysis, using the rates and maturities of these obligations
compared to terms and rates currently available in the long-term financing markets.  The results of the sensitivity
analysis used to estimate market risk are presented below, although the actual results may differ from these estimates.

 At June 30, 2009, we estimated the fair value of our long-term debt to be $2.7 billion based on the overall weighted
average rate of our debt of 6.3% and an overall weighted maturity of 7 years compared to terms and rates currently
available in long-term financing markets.  Market risk is estimated as the potential decrease in fair value of our
long-term debt resulting from a hypothetical increase of 63 basis points in interest rates (ten percent of our overall
weighted average borrowing rate).  Such an increase in interest rates would result in approximately an $82.2 million
decrease in fair value of our long-term debt at June 30, 2009.  As of June 30, 2009, approximately 94% of our
long-term debt obligations were fixed rate.  A 100 basis point change in variable interest rates would have had a
pre-tax impact of approximately $1.8 million on our results of operations and cash flows for the six months ended
June 30, 2009.

We seek to maintain a favorable mix of fixed and variable rate debt in an effort to limit interest costs and cash flow
volatility resulting from changes in rates.  From time to time over the past several years, we have used derivative
instruments to (i) lock-in or swap our exposure to changing or variable interest rates for fixed interest rates or (ii) to
swap obligations to pay fixed interest rates for variable interest rates.  We have established policies and procedures for
risk assessment and the approval, reporting and monitoring of derivative instrument activities.  We do not hold or
issue derivative financial instruments for trading or speculative purposes.  Management periodically reviews our
exposure to interest rate fluctuations and implements strategies to manage the exposure.

In January 2008, we terminated all of our existing “fixed to variable” interest rate swaps associated with the $500
million principal amount of our Series L senior notes, due 2012.  In connection with the termination of these
derivatives, we received aggregate cash payments of approximately $25.6 million, which has been reflected as a
premium of the associated long-term debt and is being amortized as a reduction of interest expense through 2012
using the effective interest method.  In addition, in January 2008, we also terminated certain other derivatives that
were not deemed to be effective hedges.  Upon the termination of these derivatives, we paid an aggregate of
approximately $4.9 million (and recorded a $3.4 million pre-tax charge in the first quarter of 2008 related to the
settlement of these derivatives).  As of June 30, 2009, we had no derivative instruments outstanding.

We are also exposed to market risk from changes in the fair value of our pension plan assets.  While our pension plan
asset returns have been positive for the first six months of 2009, the loss on our incumbent pension plan assets was
approximately 28% for 2008.  If our actual return on plan assets continues to be significantly lower than our 8.25%
expected return assumption, our net periodic pension expense will increase in the future and we will be required to
contribute additional funds to our pension plans after 2009.

Certain shortcomings are inherent in the method of analysis presented in the computation of fair value of financial
instruments.  Actual values may differ from those presented if market conditions vary from assumptions used in the
fair value calculations.  The analysis above incorporates only those risk exposures that existed as of June 30, 2009.
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Item 4.
CenturyTel, Inc.

CONTROLS AND PROCEDURES

We maintain disclosure controls and procedures designed to provide reasonable assurances that information required
to be disclosed by us in the reports we file under the Securities Exchange Act of 1934 is timely recorded, processed,
summarized and reported as required.  Our Chief Executive Officer, Glen F. Post, III, and our Chief Financial Officer,
R. Stewart Ewing, Jr., have evaluated our disclosure controls and procedures as of June 30, 2009.  Based on that
evaluation, Messrs. Post and Ewing concluded that our disclosure controls and procedures have been effective in
providing reasonable assurance that they have been timely alerted of material information required to be filed in this
report.  Since the date of Messrs. Post’s and Ewing’s most recent evaluation, we did not make any change to our
internal control over financial reporting that materially affected, or that we believe is reasonably likely to materially
affect, our internal control over financial reporting.  The design of any system of controls is based in part upon certain
assumptions about the likelihood of future events and contingencies, and there can be no assurance that any design
will succeed in achieving its stated goals.  Because of inherent limitations in any control system, misstatements due to
error or fraud could occur and not be detected.
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PART II. OTHER INFORMATION

CenturyTel, Inc.

Item 1. Legal Proceedings.

See Note 11 to the financial statements included in Part I, Item 1, of this report.

Item 1A. Risk Factors.

Any of the following risks could materially and adversely affect our business, financial condition, results of
operations, liquidity or prospects.  The risks described below are not the only risks facing us.  Please be aware that
additional risks and uncertainties not currently known to us or that we currently deem to be immaterial could also
materially and adversely affect our business operations.

Risks Related to Our Business

If we continue to experience access line losses similar to the past several years, our revenues, earnings and cash flows
may be adversely impacted.

Our business generates a substantial portion of its revenues by delivering voice and data services over access
lines.  We have experienced substantial access line losses over the past several years due to a number of factors,
including increased competition and wireless and broadband substitution.  We expect to continue to experience access
line losses in our markets for an unforeseen period of time.  Our inability to retain access lines could adversely impact
our revenues, earnings and cash flow from operations.

Weakness in the economy and credit markets may adversely affect our future results of operations.

To date, our operations and liquidity has not been materially impacted by recent weaknesses in the credit markets;
however, these weaknesses may negatively impact our operations in the future if overall borrowing rates increase.  In
addition, if the economy and credit markets continue to remain weak, it may impact our ability to collect receivables
from our customers and other communications companies.  This weakness may also cause our customers to reduce or
terminate their receipt of service offerings from us.  Economic weakness could also negatively affect our
vendors.  Such events would negatively impact our results of operations.  We cannot predict with certainty the impact
to us of any further deterioration or weakness in the overall economy and credit markets.

We are also exposed to market risk from changes in the fair value of our pension plan assets.  Should our actual return
on plan assets continue to be significantly lower than our 8.25% expected return assumption, our net periodic pension
expense and our required cash contribution to our pension plan will increase in future periods.  Such events would
negatively impact our results of operations and cash flow.

We face competition, which we expect to intensify and which may reduce market share and lower profits.

As a result of various technological, regulatory and other changes, the telecommunications industry has become
increasingly competitive.  We face competition from (i) wireless telephone services, which we expect to increase if
wireless providers continue to expand and improve their network coverage, offer fixed-rate calling plans, lower their
prices and offer enhanced services, and (ii) cable television operators, competitive local exchange carriers and
voice-over-Internet protocol, or VoIP, providers.  Over time, we expect to face additional local exchange competition
from electric utility and satellite communications providers, municipalities and alternative networks or non-carrier
systems designed to reduce demand for our switching or access services.  The recent proliferation of companies
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offering integrated service offerings has intensified competition in Internet, long distance and data services markets,
and we expect that competition will further intensify in these markets.

Our competitive position could be weakened in the future by strategic alliances or consolidation within the
communications industry or the development of new technologies. Our ability to compete successfully will depend on
how well we market our products and services and on our ability to anticipate and respond to various competitive and
technological factors affecting the industry, including changes in regulation (which may affect us differently from our
competitors), changes in consumer preferences or demographics, and changes in the product offerings or pricing
strategies of our competitors.
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Many of our current and potential competitors (i) have market presence, engineering, technical and marketing
capabilities and financial, personnel and other resources substantially greater than ours, (ii) own larger and more
diverse networks, (iii) conduct operations or raise capital at a lower cost than us, (iv) are subject to less regulation, (v)
offer greater online content services or (vi) have substantially stronger brand names. Consequently, these competitors
may be better equipped to charge lower prices for their products and services, to provide more attractive offerings, to
develop and expand their communications and network infrastructures more quickly, to adapt more swiftly to new or
emerging technologies and changes in customer requirements, and to devote greater resources to the marketing and
sale of their products and services.

Competition could adversely impact us in several ways, including (i) the loss of customers and market share, (ii) the
possibility of customers reducing their usage of our services or shifting to less profitable services, (iii) reduced traffic
on our networks, (iv) our need to expend substantial time or money on new capital improvement projects, (v) our need
to lower prices or increase marketing expenses to remain competitive and (vi) our inability to diversify by successfully
offering new products or services.

We could be harmed by rapid changes in technology.

The communications industry is experiencing significant technological changes, particularly in the areas of VoIP, data
transmission and wireless communications.  Several large electric utilities have announced plans to offer
communications services that will compete with local exchange companies, or LECs.  Some of our competitors may
enjoy network advantages that will enable them to provide services more efficiently or at lower cost.  Rapid changes
in technology could result in the development of additional products or services that compete with or displace those
offered by traditional LECs, or that enable current customers to reduce or bypass use of our networks.  We cannot
predict with certainty which technological changes will provide the greatest threat to our competitive position.  We
may not be able to obtain timely access to new technology on satisfactory terms or incorporate new technology into
our systems in a cost effective manner, or at all.  If we cannot develop new products to keep pace with technological
advances, or if such products are not widely embraced by our customers, we could be adversely impacted.

We cannot assure you that our diversification efforts will be successful.

The telephone industry has recently experienced a decline in access lines and intrastate minutes of use, which, coupled
with the other changes resulting from competitive, technological and regulatory developments, could materially
adversely affect our core business and future prospects.  As explained in greater detail in our Annual Report on 10-K
for the year ended December 31, 2008, our access lines (excluding the effect of acquisitions) have decreased over the
last several years, and we expect this trend to continue.  We have also earned less intrastate revenues in recent years
due to reductions in intrastate minutes of use (partially due to the displacement of minutes of use by wireless,
electronic mail and other optional calling services).  We believe that our intrastate minutes of use will continue to
decline, although the magnitude of such decrease is uncertain.
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We have traditionally sought growth largely through acquisitions of properties similar to those currently operated by
us.  However, we cannot assure you that properties will be available for purchase on terms attractive to us, particularly
if they are burdened by regulations, pricing plans or competitive pressures that are new or different from those
historically applicable to our incumbent properties.  Moreover, we cannot assure you that we will be able to arrange
additional financing on terms acceptable to us or to obtain timely federal and state governmental approvals on terms
acceptable to us, or at all.

Recently, we broadened our services and products by offering satellite television services as part of our bundled
product and service offerings.  Our reliance on other companies and their networks to provide these services could
constrain our flexibility and limit the profitability of these new offerings.  We provide facilities-based digital video
services to select markets and may initiate other new service or product offerings in the future, including new
offerings exploiting the 700 MHz spectrum that we purchased in 2008.  We anticipate that these new offerings will
generate lower profit margins than many of our traditional services.  We cannot assure you that our recent or future
diversification efforts will be successful.

Future deterioration in our financial performance could adversely impact our credit ratings, our cost of capital and our
access to the capital markets.

27

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

The above-described changes in our industry have placed a higher premium on marketing, technological, engineering
and provisioning skills.  Our future success depends, in part, on our ability to retrain our staff to acquire or strengthen
these skills, and, where necessary, to attract and retain new personnel that possess these skills.

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

Following our recent Embarq merger, we may continue to expand our operations through additional acquisitions and
new product and service offerings, some of which involve complex technical, engineering, and operational challenges.
Our future success depends, in part, upon our ability to manage our expansion opportunities, which pose substantial
challenges for us to integrate new operations into our existing business in an efficient and timely manner, to
successfully monitor our operations, costs, regulatory compliance and service quality, and to maintain other necessary
internal controls.  We cannot assure you that our expansion or acquisition opportunities will be successful, or that we
will realize our expected operating efficiencies, cost savings, revenue enhancements, synergies or other benefits.

Network disruptions or system failures could adversely affect our operating results and financial condition.

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

wpower losses or physical damage to our access lines, whether caused by fire, adverse weather conditions (including
those described immediately below), terrorism or otherwise

w capacity limitations

w software and hardware defects or malfunctions

w breaches of security, including sabotage, tampering, computer viruses and break-ins, and

w other disruptions that are beyond our control.
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Disruptions or system failures may cause interruptions in service or reduced capacity for customers.  If service is not
restored in a timely manner, agreements with our customers or service standards set by state regulatory commissions
could obligate us to provide credits or other remedies.  If network security is breached, confidential information of our
customers or others could be lost or misappropriated, and we may be required to expend additional resources
modifying network security to remediate vulnerabilities.  The occurrence of any disruption or system failure may
result in a loss of business, increase expenses, damage our reputation, subject us to additional regulatory scrutiny or
expose us to civil litigation and possible financial losses that may not be fully covered through insurance, any of
which could have a material adverse effect on our results of operations and financial condition.

We face hurricane and other natural disaster risks, which can disrupt our operations and cause us to incur substantial
additional capital costs.

A substantial number of our access lines are located in Florida, Alabama, Louisiana, Texas, North Carolina, and South
Carolina, and our operations there are subject to the risks associated with severe tropical storms, hurricanes and
tornadoes, including downed telephone lines, power-outages, damaged or destroyed property and equipment, and
work interruptions.

Although we maintain property and casualty insurance and may under certain circumstances be able to seek recovery
of some additional costs through increased rates, only a portion of our additional costs directly related to such
hurricanes and natural disasters have historically been recoverable. We cannot predict whether we will continue to be
able to obtain insurance for hazard-related damages or, if obtainable and carried, whether this insurance will be
adequate to cover our losses. In addition, we expect any insurance of this nature to be subject to substantial
deductibles and to provide for premium adjustments based on claims. Any future hazard-related costs and work
interruptions could adversely affect our operations and our financial condition.

Any failure or inadequacy of our information technology infrastructure could harm our business.
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The capacity, reliability and security of our information technology hardware and software infrastructure (including
our billing systems) is important to the operation of our current business, which would suffer in the event of system
failures.  Likewise, our ability to expand and update our information technology infrastructure in response to our
growth and changing needs is important to the continued implementation of our new service offering initiatives.  Our
inability to expand or upgrade our technology infrastructure could have adverse consequences, which could include
the delayed implementation of new service offerings, service or billing interruptions, and the diversion of
development resources.

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

We depend on a limited number of suppliers and vendors for equipment and services relating to our network
infrastructure.  Our local exchange carrier networks consist of central office and remote sites, all with advanced digital
switches.  Some of the digital switches were manufactured by Nortel, which recently declared bankruptcy.  If any of
these suppliers experience interruptions or other problems delivering or servicing these network components on a
timely basis, our operations could suffer significantly.  To the extent that proprietary technology of a supplier is an
integral component of our network, we may have limited flexibility to purchase key network components from
alternative suppliers.  We also rely on a limited number of other communications companies in connection with
reselling long distance, wireless and satellite entertainment services to our customers.  In addition, we rely on a
limited number of software vendors to support our business management systems.  In the event it becomes necessary
to seek alternative suppliers and vendors, we may be unable to obtain satisfactory replacement supplies or services on
economically attractive terms, on a timely basis, or at all, which could increase costs or cause disruptions in our
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services.

We may not own or have a license to use all technology that may be necessary to expand our product offerings, either
of which could adversely affect our business and profitability.

We may need to obtain the right to use certain patents from third parties to be able to offer new products and
services.  If we cannot license or otherwise obtain rights to use any required technology from a third party on
reasonable terms, our ability to offer new IP-based products and services, including VoIP, or other new offerings may
be restricted, made more costly or delayed.  Our inability to implement IP-based or other new offerings on a
cost-effective basis could impair our ability to successfully meet increasing competition from companies offering
voice or integrated communications services.  Our inability to deploy new technologies could also prevent us from
successfully diversifying, modifying or bundling our service offerings and result in accelerated loss of access lines and
revenues or otherwise adversely affect our business and profitability.

Portions of our property, plant and equipment are located on property owned by third parties.

Over the past few years, certain utilities, cooperatives and municipalities in certain of the states in which we operate
have requested significant rate increases for attaching our plant to their facilities.   To the extent that these entities are
successful in increasing the amount we pay for these attachments, our future operating costs will increase.

In addition, we rely on rights-of-way, co-location agreements and other authorizations granted by governmental
bodies and other third parties to locate our cable, conduit and other network equipment on their respective
properties.  If any of these authorizations terminate or lapse, our operations could be adversely affected.

Our relationships with other communications companies are material to our operations and their financial difficulties
may adversely affect us.

We originate and terminate calls for long distance carriers and other interexchange carriers over our network in
exchange for access charges that represent a significant portion of our revenues.  Should these carriers go bankrupt or
experience substantial financial difficulties, our inability to timely collect access charges from them could have a
negative effect on our business and results of operations.

In addition, certain of our operations carry a significant amount of voice and data traffic for larger communications
companies.  As these larger communications companies consolidate or expand their networks, it is possible that they
could transfer a significant portion of this traffic from our network to their networks, which could negatively impact
our business and results of operations.
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We depend on key members of our senior management team.

Our success depends largely on the skills, experience and performance of a limited number of senior
officers.  Competition for senior management in our industry is intense and we may have difficulty retaining our
current senior managers or attracting new ones in the event of terminations or resignations.  For a discussion of similar
concerns relating to the Embarq merger, see below “Risks Related to our Acquisition of Embarq on July 1, 2009 –
Following the merger, we may be unable to retain key employees.”

We could be affected by certain changes in labor matters.

As of July 1, 2009, over 30% of our employees were members of 47 separate bargaining units represented by two
different unions.  From time to time, our labor agreements with these unions lapse, and we typically negotiate the
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terms of new agreements.   We cannot predict the outcome of these negotiations.  We may be unable to reach new
agreements, and union employees may engage in strikes, work slowdowns or other labor actions, which could
materially disrupt our ability to provide services.  In addition, new labor agreements may impose significant new costs
on us, which could impair our financial condition or results of operations in the future.  Moreover, our
post-employment benefit offerings cause us to incur costs not faced by many of our competitors, which could
ultimately hinder our competitive position.

Risks Related to our Acquisition of Embarq on July 1, 2009

We expect to incur substantial expenses related to the integration of Embarq.

We expect to incur substantial expenses in connection with integrating the business, policies, procedures, operations,
technologies and systems of Embarq with ours.  There are a large number of systems that must be integrated,
including management information, purchasing, accounting and finance, sales, billing, payroll and benefits, fixed asset
and lease administration systems and regulatory compliance.  In addition, we expect to incur integration costs related
to employee severance programs and branding initiatives associated with changing the Company’s name to
CenturyLink.  As explained in our other recent reports filed with the Securities and Exchange Commission, there are a
number of factors beyond our control that could affect the total amount or timing of our expected integration
expenses.  Moreover, many of the expenses that will be incurred, by their nature, are difficult to estimate accurately at
the present time.  These expenses could, particularly in the near term, exceed the savings that we expect to achieve
from the elimination of duplicative expenses and the realization of economies of scale and cost savings and revenue
enhancements related to the integration of the businesses.  These integration expenses likely will result in us taking
significant charges against earnings following the completion of the merger, but the amount and timing of such
charges are uncertain at present.

We may be unable to successfully integrate our legacy business and Embarq’s business and realize the anticipated
benefits of the merger.

The merger combined two companies which previously operated as independent public companies.  As a result of the
merger, we will be required to devote significant management attention and resources to integrating the business
practices and operations of the two companies.  Potential difficulties that we may encounter in the integration process
include the following:

wthe inability to successfully combine our legacy business and Embarq’s business in a manner that permits us to
achieve the cost savings and operating synergies anticipated to result from the merger, which would result in the
anticipated benefits of the merger not being realized partly or wholly in the time frame currently anticipated or at
all;

wlost revenues or opportunities as a result of current or potential customers or strategic partners of either of the two
companies deciding to delay or forego business with the combined company;

w complexities associated with managing the combined businesses;
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wintegrating personnel from the two predecessor companies while maintaining focus on providing consistent, high
quality products and customer service;

w
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potential unknown liabilities and unforeseen increased expenses, delays or regulatory conditions associated with
the merger; and

wperformance shortfalls at one or both of the two companies as a result of the diversion of management’s attention
caused by integrating the companies’ operations.

It is possible that the integration process could result in the diversion of management’s attention, disruptions in our
ongoing businesses, or inconsistencies in standards, controls, procedures and policies, any of which could adversely
affect our ability to maintain relationships with customers, vendors and employees or our ability to achieve the
anticipated benefits of the merger, or could reduce the earnings or otherwise adversely affect our business and
financial results.

Following the merger, we may be unable to retain key employees.

Our success will depend in part upon our ability to retain key employees.  Key employees may depart because of
issues relating to the uncertainty and difficulty of integration or a desire not to remain with us following the
merger.  Accordingly, no assurance can be given that we will be able to retain key employees to the same extent as in
the past.

In connection with completing the merger, we have launched branding initiatives that are likely to involve substantial
costs and may not be favorably received by customers.

Upon completion of the merger, we changed our brand name to CenturyLink, although we will continue for an interim
period to use the “CenturyTel” and “Embarq” brand names and will not formally change our name until we receive
shareholder approval in 2010.  We will incur substantial capital and operating costs in rebranding our products and
services.  There is no assurance that we will be able to achieve name recognition or status under our new brand that is
comparable to the recognition and status previously enjoyed.  The failure of these initiatives could adversely affect our
ability to attract and retain customers after the merger, resulting in reduced revenues.

In connection with approving the merger, the Federal Communications Commission has imposed conditions that
could increase our future capital costs and limit our operating flexibility.

In connection with approving the merger, the Federal Communications Commission issued a publicly-available order
that imposed a comprehensive set of conditions on our operations over the next one to three years.  Among other
things, these conditions commit us (i) to make broadband service available to all of our residential and single line
business customers within three years of the closing, (ii) to meet various targets regarding the speed of our broadband
services, (iii) to enhance the wholesale service levels in our legacy markets to match the service levels in Embarq’s
markets and (iv) to forbear for one year from altering the current status of any facility providing “unbundled” access to
our network or to request any new pricing flexibility for special access services in our markets.  Although most of
these commitments largely correspond to our business strategies, they could increase our overall future capital or
operating costs or limit our flexibility to deploy capital in response to changing market conditions.  Moreover, if for
any reason we fail to meet any of these commitments, the Federal Communications Commission could assess
penalties or fines or impose additional orders regulating our operations.

           Restrictions in Embarq’s patent agreement with its former parent company could adversely affect our ability to
engage in certain transactions or operations.

           Embarq’s 2006 patent agreement with Sprint Nextel Corporation includes certain limitations on acquisitions that
could prohibit certain new companies that we acquire, or operations that are integrated with new acquisitions, from
having the benefit of the patent agreement with Sprint Nextel.  Although we believe that Embarq will retain its
benefits as a licensee under the patent agreement following its recent merger with us, it is possible that Sprint Nextel

Edgar Filing: LMP REAL ESTATE INCOME FUND INC. - Form N-CSRS/A

50



could allege that under certain circumstances the integration of Embarq and CenturyTel terminates Embarq’s rights to
use some or all of the patents governed by the patent agreement.  The benefits of the patent agreement do not extend
to CenturyTel, as the parent corporation of Embarq, or any companies under common control with Embarq.  These
limitations may make it more difficult or expensive to integrate part of our operations with Embarq, or alternatively
increase our costs to gain access to technology if the benefits of the patent agreement terminate.  Divestitures of
certain assets and operations historically owned by Embarq could also be restricted because the benefits of the
agreement would continue to apply only if divested operations or assets are isolated from the other members of the
corporate group making the acquisition and only if the business is conducted in substantially the same manner and in
substantially the same geographic area that it was conducted before the divestiture.  These limitations may make
certain assets less attractive to a potential acquirer and could reduce the value that an acquirer would be willing to pay
for the assets.
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In connection with completing the merger, we assumed various contingent liabilities and a sizable underfunded
pension plan of Embarq, which could negatively impact our future financial position or performance.

Upon consummating the merger, Embarq became our wholly-owned subsidiary and remains responsible for all of its
pre-closing contingent liabilities, including Embarq’s previously-disclosed risks arising under its tax sharing agreement
with Sprint Nextel Corporation, its retiree benefit litigation, and various environmental claims.  Embarq also remains
responsible for benefits under its existing defined benefit pension plan, which as of the acquisition date was in an
underfunded position.  If any of these matters give rise to material liabilities, our consolidated operating results or
financial position will be negatively affected.

Risks Related to Our Regulatory Environment

Our revenues could be materially reduced or our expenses materially increased by changes in regulations, including
those recently proposed by the chairman of the FCC.

The majority of our revenues are substantially dependent upon regulations which, if changed, could result in material
revenue reductions.  Laws and regulations applicable to us and our competitors have been and are likely to continue to
be subject to ongoing changes and court challenges, which could also affect our revenues.

Risk of loss or reduction of network access charge revenues or support fund payments.  A significant portion of our
revenues are derived from access charge revenues that are paid to us by long distance carriers based largely on rates
set by federal and state regulatory bodies.  In particular, the FCC regulates tariffs for interstate access and subscriber
line charges, both of which are components of our revenues.  The FCC has been considering comprehensive reform of
its intercarrier compensation rules for several years.  Any reform eventually adopted by the FCC will likely involve
significant changes in the access charge system and could potentially result in a significant decrease or elimination of
access charges altogether.  In addition, our financial results could be harmed if carriers that use our access services
become financially distressed or bypass our networks, either due to changes in regulation or other
factors.  Furthermore, access charges currently paid to us could be diverted to competitors who enter our markets or
expand their operations, either due to changes in regulation or otherwise.

We receive a substantial portion of our revenues from the federal Universal Service Fund (“USF”), and, to a lesser
extent, intrastate support funds.  These governmental programs are reviewed and amended from time to time, and we
cannot assure you that they will not be changed or impacted in a manner adverse to us.  For several years, the FCC
and a federal-state joint board established by Congress have considered comprehensive reforms of the federal USF
contribution and distribution rules.  During this period, various parties have objected to the size of the USF or
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questioned the continued need to maintain the program in its current form.  Over the past few years, our high cost
support fund revenues have decreased due to increases in the nationwide average cost per loop factor used to
determine payments to program participants, as well as declines in the overall size of the high cost support
fund.  Pending judicial appeals and congressional proposals create additional uncertainty regarding our future receipt
of support payments.  In addition, the number of eligible telecommunications carriers receiving support payments
from this program has increased substantially in recent years, which, coupled with other factors, has placed additional
financial pressure on the amount of money that is available to provide support payments to all eligible recipients,
including us.

On November 5, 2008, the FCC issued a document that, among other things, requested public comment on the reform
proposal, including a draft proposal of the FCC chairman designed to comprehensively redefine and reform the FCC’s
intercarrier compensation rules and the federal USF rules.  The draft proposes to reduce intrastate and interstate access
rates and local reciprocal compensation rates to levels substantially below those currently charged by us.  The draft
also proposes changes to USF rules that would mandate broadband deployment, freeze the level of certain USF
support payments, and expand various USF programs, the combined effect of which would adversely impact local
exchange carriers by limiting the amount of USF revenues available to them and increasing their operating costs.  It is
currently unclear what action the FCC may take with respect to the draft proposals.  Adoption of the previous FCC
chairman’s original proposal could result in a material adverse impact on the results of our operations.
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Risks posed by state regulations. We are also subject to the authority of state regulatory commissions which have the
power to regulate intrastate rates and services, including local, in-state long-distance and network access
services.  Our LECs that continue to be subject to “rate of return” regulation for intrastate purposes remain subject to the
powers of state regulatory commissions to conduct earnings reviews and reduce our service rates.  LECs governed by
alternative regulatory plans could also under certain circumstances be ordered to reduce rates or could experience rate
reductions following the lapse of plans currently in effect. Our business could also be materially adversely affected by
the adoption of new laws, policies and regulations or changes to existing state regulations. In particular, we cannot
assure you that we will succeed in obtaining or maintaining all requisite state regulatory approvals for our operations
without the imposition of conditions on our business, which could have the effect of imposing material additional
costs on us or limiting our revenues.

Risks posed by costs of regulatory compliance.  Regulations continue to create significant compliance costs for
us.  Challenges to our tariffs by regulators or third parties or delays in obtaining certifications and regulatory
approvals could cause us to incur substantial legal and administrative expenses, and, if successful, such challenges
could adversely affect the rates that we are able to charge our customers.  Our business also may be impacted by
legislation and regulation imposing new or greater obligations related to assisting law enforcement, bolstering
homeland security, minimizing environmental impacts, or addressing other issues that impact our business (including
local number portability and customer proprietary network information requirements).  For example, existing
provisions of the Communications Assistance for Law Enforcement Act require communications carriers to ensure
that their equipment, facilities, and services are able to facilitate authorized electronic surveillance.  We expect our
compliance costs to increase if future laws or regulations continue to increase our obligations to assist other
governmental agencies.

Regulatory changes in the communications industry could adversely affect our business by facilitating greater
competition against us.

The 1996 Act provides for significant changes and increased competition in the communications industry, including
the local communications and long distance industries.  This Act and the FCC’s implementing regulations remain
subject to judicial review and additional rulemakings, thus making it difficult to predict what effect the legislation will
ultimately have on us and our competitors.  Several regulatory and judicial proceedings have recently concluded, are
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underway or may soon be commenced, which address issues affecting our operations and those of our
competitors.  Moreover, certain communities nationwide have expressed an interest in establishing municipal
telephone utilities that would compete for customers.  We cannot predict the outcome of these developments, nor can
we assure that these changes will not have a material adverse effect on us or our industry.

We are subject to significant regulations that limit our flexibility.

As a diversified full service incumbent local exchange carrier, or ILEC, we have traditionally been subject to
significant regulation that does not apply to many of our competitors.  For instance, unlike many of our competitors,
we are subject to federal mandates to share facilities, file and justify tariffs, maintain certain accounts and file reports,
and state requirements that obligate us to maintain service standards and limit our ability to change tariffs in a timely
manner.  This regulation imposes substantial compliance costs on us and restricts our ability to change rates, to
compete and to respond rapidly to changing industry conditions.  Although newer alternative forms of regulation
permit us greater freedoms in several states in which we operate, they nonetheless typically impose caps on the rates
that we can charge our customers.  As our business becomes increasingly competitive, regulatory disparities between
us and our competitors could impede our ability to compete.  Litigation and different objectives among federal and
state regulators could create uncertainty and impede our ability to respond to new regulations.  Moreover, changes in
tax laws, regulations or policies could increase our tax rate, particularly if state regulators continue to search for
additional revenue sources to address budget shortfalls.  We are unable to predict the future actions of the various
regulatory bodies that govern us, but such actions could materially affect our business.

We are subject to franchising requirements that could impede our expansion opportunities.

We may be required to obtain from municipal authorities operating franchises to install or expand facilities.  Some of
these franchises may require us to pay franchise fees.  These franchising requirements generally apply to our fiber
transport and CLEC operations, and to our emerging switched digital television and wireless broadband
businesses.  These requirements could delay us in expanding our operations or increase the costs of providing these
services.
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We will be exposed to risks relating to evaluations of controls required by Section 404 of the Sarbanes-Oxley Act.

Changing laws, regulations and standards relating to corporate governance and public disclosure, including the
Sarbanes-Oxley Act and related regulations implemented by the SEC, the New York Stock Exchange and the Public
Company Accounting Oversight Board, are increasing legal and financial compliance costs and making some
activities more time consuming.  The annual evaluation of our internal controls required by Section 404 of the
Sarbanes-Oxley Act may result in identifying material weaknesses in our internal controls.   Any future failure to
successfully or timely complete these annual assessments could subject us to sanctions or investigation by regulatory
authorities.  Any such action could adversely affect our financial results or investors’ confidence in us, and could cause
our stock price to fall.  If we fail to maintain effective controls and procedures, we may be unable to provide financial
information in a timely and reliable manner, which could in certain instances limit our ability to borrow or raise
capital.

For a more thorough discussion of the regulatory issues that may affect our business, see Item 1 of the Annual Reports
on Form 10-K for the year ended December 31, 2008 that we and Embarq filed with the Securities and Exchange
Commission.

Other Risks

We have a substantial amount of indebtedness and may need to incur more in the future.
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We have a substantial amount of indebtedness, which could have material adverse consequences for us, including (i)
hindering our ability to adjust to changing market, industry or economic conditions, (ii) limiting our ability to access
the capital markets to refinance maturing debt or to fund acquisitions or emerging businesses, (iii) limiting the amount
of free cash flow available for future operations, acquisitions, dividends, stock repurchases or other uses, (iv) making
us more vulnerable to economic or industry downturns, including interest rate increases, and (v) placing us at a
competitive disadvantage to those of our competitors that have less indebtedness.

In connection with executing our business strategies, we expect to continue to evaluate the possibility of acquiring
additional communications assets, and we may elect to finance future acquisitions by incurring additional
indebtedness.  Moreover, to respond to competitive challenges, we may be required to raise substantial additional
capital to finance new product or service offerings, including capital necessary to finance any new offerings exploiting
the 700MHz spectrum that we purchased in 2008.  Our ability to arrange additional financing will depend on, among
other factors, our financial position and performance, as well as prevailing market conditions and other factors beyond
our control.  We cannot assure you that we will be able to obtain additional financing on terms acceptable to us or at
all.  If we are able to obtain additional financing, our credit ratings could be adversely affected.  As a result, our
borrowing costs would likely increase, our access to capital may be adversely affected and our ability to satisfy our
obligations under our indebtedness could be adversely affected.

We cannot assure you that we will be able to continue paying dividends at the current rate.

We plan to continue our current dividend practices.  However, you should be aware that our shareholders may not
receive the same dividends for reasons that may include any of the following factors:

wwe may not have enough cash to pay such dividends due to changes in our cash requirements, capital spending
plans, cash flow or financial position;

wwhile our dividend practices involve the distribution of a substantial portion of our cash available to pay dividends,
our board of directors could change its practices at any time;

wthe actual amounts of dividends distributed and the decision to make any distribution will remain at all times
entirely at the discretion of our board of directors;

wthe effects of regulatory reform, including any changes to intercarrier compensation and the Universal Service Fund
rules;

w our ability to maintain investment grade credit ratings on our senior debt;
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wthe amount of dividends that we may distribute is limited by restricted payment and leverage covenants in our
credit facilities and, potentially, the terms of any future indebtedness that we may incur; and

w the amount of dividends that we may distribute is subject to restrictions under Louisiana law.

Our board is free to change or suspend our dividend practices at any time.  Our common shareholders should be aware
that they have no contractual or other legal right to dividends.

Our current dividend practices could limit our ability to pursue growth opportunities.
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The current practice of our board of directors to pay an annual $2.80 per common share dividend reflects an intention
to distribute to our shareholders a substantial portion of our free cash flow.  As a result, we may not retain a sufficient
amount of cash to finance a material expansion of our business in the future.  In addition, our ability to pursue any
material expansion of our business, through acquisitions or increased capital spending, will depend more than it
otherwise would on our ability to obtain third party financing.  We cannot assure you that such financing will be
available to us at all, or at an acceptable cost.

As a holding company, we rely on payments from our operating companies to meet our obligations.

As a holding company, substantially all of our income and operating cash flow is dependent upon the earnings of our
subsidiaries and the distribution of those earnings to, or upon loans or other payments of funds by those subsidiaries
to, us.  As a result, we rely upon our subsidiaries to generate the funds necessary to meet our obligations, including the
payment of amounts owed under our long-term debt.  Our subsidiaries are separate and distinct legal entities and have
no obligation to pay any amounts owed by us or, subject to limited exceptions for tax-sharing purposes, to make any
funds available to us to repay our obligations, whether by dividends, loans or other payments.  Certain of our
subsidiaries may be restricted under loan agreements or regulatory orders from transferring funds to us, including
certain loan provisions that restrict the amount of dividends that may be paid to us.  Moreover, our rights to receive
assets of any subsidiary upon its liquidation or reorganization will be effectively subordinated to the claims of
creditors of that subsidiary, including trade creditors.  The footnotes to our consolidated financial statements included
in our Annual Report on Form 10-K for the year ended December 31, 2008 describe these matters in additional detail.

Our agreements and organizational documents and applicable law could limit another party’s ability to acquire us.

Our articles of incorporation provide for a classified board of directors, which limits the ability of an insurgent to
rapidly replace the board.  In addition, a number of other provisions in our agreements and organizational documents
and various provisions of applicable law may delay, defer or prevent a future takeover of CenturyTel unless the
takeover is approved by our board of directors.  This could deprive our shareholders of any related takeover premium.

We face other risks.

The list of risks above is not exhaustive, and you should be aware that we face various other risks discussed in this or
other reports filed by us or Embarq with the Securities and Exchange Commission.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

In August 2007, our board of directors authorized a $750 million share repurchase program which expires on August
31, 2009, unless extended by the board. Through June 30, 2009, we had repurchased approximately 13.2 million
shares for $503.9 million under this program.  In the Fall of 2008, we suspended repurchases pending completion of
the Embarq merger, which we completed on July 1, 2009.

During the second quarter of 2009, we withheld 27,308 shares of stock at an average price of $27.84 per share to pay
taxes due upon vesting of restricted stock for certain of our employees.
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Item 4. Submission of Matters to a Vote of Security Holders

At our annual meeting of shareholders on May 7, 2009, the shareholders elected four Class III directors to serve until
2012.

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

Class III Nominees For Withheld

Fred R. Nichols 109,473,932 5,198,905
Harvey P. Perry 111,305,252 3,367,585
Jim D. Reppond 110,935,768 3,737,069
Joseph R. Zimmel 109,443,669 5,229,168

           The Class I and Class III directors whose terms continued after the meeting were:

         Class I                 Class II            
Williams R. Boles, Jr. Virginia Boulet
W. Bruce Hanks Calvin Czeschin
C.G. Melville, Jr. James B. Gardner
Glen F. Post, III Gregory J. McCray

As discussed in further detail in our Current Report on Form 8-K filed with the Securities and Exchange Commission
on July 1, 2009, our board appointed seven new directors (each of whom served as a director of Embarq prior to
July 1, 2009) and four of our directors resigned, in each case effective July 1, 2009 in connection with our merger
with Embarq.

The following represents the votes cast by the shareholders to ratify the appointment of KPMG LLP as our
independent auditor for 2009:

For                                                           108,015,842
Against                                                       6,131,170
Abstain                                                          525,825

The following represents the votes cast by the shareholders for the proposal to require a majority vote to elect
directors:

For                                                              61,100,761
Against                                                     42,776,042
Abstain                                                          904,117
Broker non-votes                                      9,891,917

The following represents the votes cast by the shareholders for the proposal regarding executive compensation:

For                                                             43,588,566
Against                                                     58,837,692
Abstain                                                       2,354,662
Broker non-votes                                      9,891,917
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The following represents the votes cast by the shareholders for the proposal regarding network management practices:

                                            For                                                             28,366,133
                                            Against                                                     64,679,395
                                            Abstain                                                     11,735,392
                                            Broker non-votes                                      9,891,917

            For additional information on each of these matters voted upon, see our proxy statement dated March 30, 2009
filed with the Securities and Exchange Commission on April 3, 2009.

Item 6. Exhibits

2.1Agreement and Plan of Merger, dated as of October 26, 2008, among CenturyTel, Inc., Embarq Corporation and
Cajun Acquisition Company (incorporated by reference to Exhibit 99.1 of the Current Report on Form 8-K filed by
CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on October 30, 2008).

3.1Amended and Restated Articles of Incorporation of CenturyTel, Inc., dated as of July 1, 2009 (incorporated by
reference to Exhibit 3.1 of Amendment No. 3 to the Registration Statement on Form 8-A filed by CenturyTel, Inc.
(File No. 001-07784) with the Securities and Exchange Commission on July 1, 2009).

3.2Bylaws of CenturyTel, Inc., as amended and restated through July 1, 2009 (incorporated by reference to
Exhibit 3.2 of Amendment No. 3 to the Registration Statement on Form 8-A filed by CenturyTel, Inc. (File
No. 001-07784) with the Securities and Exchange Commission on July 1, 2009).

3.3* Corporate Governance Guidelines of CenturyTel, Inc., as amended through July 1, 2009.

3.4*Charter of the Nominating and Corporate Governance Committee of the Board of Directors of CenturyTel, Inc.,
as amended through July 1, 2009.

4.1**$750 Million Five-Year Revolving Credit Facility, dated December 14, 2006, between CenturyTel, Inc. and the
lenders named therein.

4.2 Indebtedness of Embarq Corporation.

a.Indenture, dated as of May 17, 2006, by and between Embarq Corporation and J.P. Morgan Trust Company,
National Association, a national banking association, as trustee (incorporated by reference to Exhibit 4.1 to the
Current Report on Form 8-K filed by Embarq Corporation (File No. 001-32732) with the Securities and Exchange
Commission on May 18, 2006).

b.6.738% Global Note due 2013 of Embarq Corporation (incorporated by reference to Exhibit 4.2 to the Annual
Report on Form 10-K for the year ended December 31, 2006 filed by Embarq Corporation (File No. 001-32372)
with the Securities and Exchange Commission on March 9, 2007).

c.7.082% Global Note due 2016 of Embarq Corporation (incorporated by reference to Exhibit 4.3 to the Annual
Report on Form 10-K for the year ended December 31, 2006 filed by Embarq Corporation (File No. 001-32372)
with the Securities and Exchange Commission on March 9, 2007).
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d.7.995% Global Note due 2036 of Embarq Corporation (incorporated by reference to Exhibit 4.4 to the Annual
Report on Form 10-K for the year ended December 31, 2006 filed by Embarq Corporation (File No. 001-32372)
with the Securities and Exchange Commission on March 9, 2007).

e.Credit Agreement, dated May 10, 2006, by and among Embarq Corporation (as borrower), Citibank, N.A. (as
administrative agent), and the other parties named therein (incorporated by reference to Exhibit 4.1 to the Current
Report on Form 8-K filed by Embarq Corporation (File No. 001-32372) with the Securities and Exchange
Commission on May 11, 2006).
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f.Amendment No. 1, dated January 23, 2009, to Credit Agreement, dated May 10, 2006, by and among Embarq
Corporation, Citibank, N.A. (as administrative agent), and the other parties named therein (incorporated by
reference to Exhibit 10.1 to the Current Report on Form 8-K filed by Embarq Corporation (File No. 001-32372)
with the Securities and Exchange Commission on January 23, 2009).

10.1***Qualified Employee Benefit Plans of CenturyTel, Inc. (excluding several narrow-based qualified plans that
cover union employees or other limited groups of employees).

a.CenturyTel Dollars & Sense 401(k) Plan and Trust, as amended and restated through December 31, 2006
(incorporated by reference to Exhibit 10.1(a) of the Annual Report on Form 10-K for the year ended December 31,
2006 filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on March 1,
2007), as amended by the First Amendment and the Second Amendment thereto, each dated December 31, 2007
(incorporated by reference to Exhibit 10.1(a) of the Annual Report on Form 10-K for the year ended December 31,
2007 filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on
February 29, 2008), as amended by the Third Amendment thereto dated November 20, 2008 (incorporated by
reference to Exhibit 10.1(a) to the Annual Report on Form 10-K for the year ended December 31, 2008 filed by
CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on February 27, 2009), as
amended by the Fourth Amendment thereto dated June 30, 2009.

b.CenturyTel Union 401(k) Plan and Trust, as amended and restated through December 31, 2006 (incorporated by
reference to Exhibit 10.1(b) of the Annual Report on Form 10-K for the year ended December 31, 2006 filed by
CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on March 1, 2007), as
amended by the First Amendment thereto dated May 29, 2007 (incorporated by reference to Exhibit 10.1(b) of the
Quarterly Report on Form 10-Q filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange
Commission on May 7, 2008), as amended by the Second Amendment thereto dated December 31, 2007
(incorporated by reference to Exhibit 10.1(b) of the Annual Report on Form 10-K for the year ended December 31,
2007 filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on
February 29, 2008), as amended by the Third Amendment thereto dated November 20, 2008 (incorporated by
reference to the Annual Report on Form 10-K for the year ended December 31, 2008 filed by CenturyTel, Inc. (File
No. 001-07784) with the Securities and Exchange Commission on February 27, 2009), as amended by the Fourth
Amendment thereto dated June 30, 2009.

c.CenturyTel Retirement Plan, as amended and restated through December 31, 2006 (incorporated by reference to
Exhibit 10.1(c) of the Annual Report on Form 10-K for the year ended December 31, 2006 filed by CenturyTel,
Inc. (File No. 001-07784) with the Securities and Exchange Commission on March 1, 2007), as amended by
Amendment No. 1 thereto dated April 2, 2007 (incorporated by reference to Exhibit 10.1(c) of the Quarterly Report

Edgar Filing: LMP REAL ESTATE INCOME FUND INC. - Form N-CSRS/A

58



on Form 10-Q filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange Commission on
May 7, 2008), as amended by Amendment No. 2 thereto dated as of December 31, 2007 (incorporated by reference
to Exhibit 10.1(c) of the Annual Report on Form 10-K for the year ended December 31, 2007 filed by CenturyTel,
Inc. (File No. 001-07784) with the Securities and Exchange Commission on February 29, 2008), as amended by
Amendment No. 3 thereto dated October 24, 2008 (incorporated by reference to the Annual Report on Form 10-K
for the year ended December 31, 2008 filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and
Exchange Commission on February 27, 2009), as amended by Amendment No. 4 dated June 30, 2009.

10.2* Stock-based Incentive Plans and Agreements of CenturyTel, Inc.

a.1983 Restricted Stock Plan, as amended and restated through May 28, 2009.

b.Form of Restricted Stock Agreement, pursuant to the 2005 Directors Stock Plan and dated as of May 8, 2009,
entered into between CenturyTel, Inc. and each of its outside directors on such date who remain on the board as of
the date hereof.

c.Form of Restricted Stock Agreement, pursuant to the 2005 Directors Stock Plan and dated as of May 8, 2009,
entered into between CenturyTel, Inc. and each of its outside directors who retired on July 1, 2009.
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d.Form of Restricted Stock Agreement, pursuant to the 2005 Directors Stock Plan and dated as of July 2, 2009,
entered into between CenturyTel, Inc. and each of its outside directors named to the board on July 1, 2009.

e.Restricted Stock Agreement, pursuant to the 2005 Directors Stock Plan and dated as of July 2, 2009, entered into
between CenturyTel, Inc. and William A. Owens in payment of Mr. Owens’ 2009 supplemental chairman’s fees.

10.3*Amended and Restated CenturyTel 2001 Employee Stock Purchase Plan, dated as of June 30, 2009.

10.4Form of Indemnification Agreement entered into by CenturyTel, Inc. and each of its directors as of July 1, 2009
(incorporated by reference to Exhibit 99.3 of the Current Report on Form 8-K filed by CenturyTel, Inc. (File
No. 001-07784) with the Securities and Exchange Commission on July 1, 2009).

10.5*Form of Indemnification Agreement entered into by CenturyTel, Inc. and each of its officers as of July 1, 2009.

10.6***  Certain Material Agreements and Plans of Embarq Corporation.

a.Employment Agreement, dated as of March 3, 2008, between Thomas A. Gerke and Embarq Corporation
(incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed by Embarq Corporation (File
No. 001-32372) with the Securities and Exchange Commission on March 4, 2008).

b.Amendment to the Employment Agreement among Thomas A. Gerke, Embarq Corporation and CenturyTel, Inc.
dated October 26, 2008 (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K filed by
Embarq Corporation (File No. 001-32372) with the Securities and Exchange Commission on October 26, 2008).

c.Amendment 2008-2 to the Employment Agreement between Embarq Corporation and Thomas A. Gerke, dated
December 20, 2008 (incorporated by reference to Exhibit 10.9 to the Annual Report on Form 10-K for the year
ended December 31, 2008 filed by Embarq Corporation (File No. 001-32372) on February 13, 2009).

d.
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Agreement Regarding Special Compensation and Post Employment Restrictive Covenants, dated December 12,
1995, by and between Sprint Corporation and Dennis G. Huber (incorporated by reference to Exhibit 10.4 to the
Quarterly Report on Form 10-Q filed by Embarq Corporation (File No. 001-32372) with the Securities and
Exchange Commission on October 30, 2008).

e.Amendment 2008-1 to the Employment Agreement between Embarq Corporation and Dennis G. Huber, dated
December 22, 2008 (incorporated by reference to Exhibit 10.7 to the Annual Report on Form 10-K for the year
ended December 31, 2008 filed by Embarq Corporation (File No. 001-32372) on February 13, 2009).

f.Embarq Corporation 2006 Equity Incentive Plan, as amended and restated (incorporated by reference to
Exhibit 99.1 to the Registration Statement on Form S-8 filed by CenturyTel, Inc. (File No. 001-07784) with the
Securities and Exchange Commission on July 1, 2009).

g.Form of 2007 Award Agreement for executive officers of Embarq Corporation (incorporated by reference to
Exhibit 10.1 to the Current Report on Form 8-K filed by Embarq Corporation (File No. 001-32372) with the
Securities and Exchange Commission on February 27, 2007).

h.Embarq Corporation 2008 Equity Incentive Plan (incorporated by reference to Exhibit 99.2 to the Registration
Statement on Form S-8 filed by CenturyTel, Inc. (File No. 001-07784) with the Securities and Exchange
Commission on July 1, 2009).

i.Form of 2008 Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.2 to the Current
Report on Form 8-K filed by Embarq Corporation (File No. 001-32372) with the Securities and Exchange
Commission on March 4, 2008).
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j.Form of 2009 Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.1 to the Current
Report on Form 8-K filed by Embarq Corporation (File No. 001-32732) with the Securities and Exchange
Commission on March 5, 2009).

k.Form of Stock Option Award Agreement (incorporated by reference to Exhibit 10.3 to the Current Report on
Form 8-K filed by Embarq Corporation (File No. 001-32372) with the Securities and Exchange Commission on
March 4, 2008).

l. Amendment to Outstanding RSUs granted in 2007 and 2008 under the Embarq Corporation 2006 Equity
Incentive Plan (incorporated by reference to Exhibit 10.16 to the Annual Report on Form 10-K for the
year ended December 31, 2008 filed by Embarq Corporation (File No. 001-32372) on February 13,
2009).

m.Form of 2006 Award Agreement between Embarq Corporation and Richard A. Gephardt (incorporated by
reference to Exhibit 10.3 to the Current Report on Form 8-K filed by Embarq Corporation (File No. 001-32372)
with the Securities and Exchange Commission on August 1, 2006), as amended by the amendment thereto dated
June 26, 2009.

n.Amended and Restated Executive Severance Plan, including Form of Participation Agreement entered into between
Embarq Corporation and William E. Cheek (incorporated by reference to Exhibit 10.4 to the Quarterly Report on
Form 10-Q filed by Embarq Corporation (File No. 001-32372) with the Securities and Exchange Commission on
October 30, 2008).
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o.Embarq Supplemental Executive Retirement Plan, as amended and restated as of January 1, 2009 (incorporated by
reference to Exhibit 10.27 to the Annual Report on Form 10-K for the year ended December 31, 2008 filed by
Embarq Corporation (File No. 001-32372) on February 13, 2009).

p.Summary of Embarq Corporation 2009 Short-Term Incentive Program (incorporated by reference to Exhibit 10.2
to the Quarterly Report on Form 10-Q filed by Embarq Corporation (File No. 001-32732) with the Securities and
Exchange Commission on May 7, 2009).

11* Computations of Earnings Per Share.

21* Subsidiaries of CenturyTel, Inc.

31.1*Certification of the Chief Executive Officer of CenturyTel, Inc. pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

31.2*Certification of the Chief Financial Officer of CenturyTel, Inc. pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

32*Certification of the Chief Executive Officer and Chief Financial Officer of CenturyTel, Inc. pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

*           Exhibit filed herewith.
**         Exhibit refiled to correct certain section references.
***       Portions of Exhibits 10.1(a), 10.1(b), 10.1(c) and 10.6(m) filed herewith.
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SIGNATURE

Pursuant to the requirements 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.

CenturyTel, Inc.

Date: August 7, 2009 /s/ Neil A. Sweasy             
Neil A. Sweasy
Vice President and Controller
(Principal Accounting Officer)
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