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Merger Integration on Track;
Flow Back an Overhang

Investment conclusion: We recently met with Frontier
management. The meeting reassured us that the
pending Verizon (Spinco) merger, while carrying in-
herent integration risks, is not comparable to other re-
cent deals. In fact, we believe Frontier will emerge as a
stronger company. While the stock could be range
bound given potential flow back from Verizon share-
holders (who will own roughly 70% of FTR at closing),
investors can still pick up some income; Frontier has
three more regular $0.25 dividend payments before
closing. The stock boasts a 14.4% dividend yield, the
highest in the S&P 500.

What's new: Management continues to expect a 2Q
2010 closing. All regulatory applications (except
Hart-Scott-Rodino) have been submitted. Spinco op-
erational trends are weak, yet 2Q results exceeded
management’s expectations. Most of the top line pres-
sure, however, stems from regulatory-related revenue;
customer revenue decline is lower. Importantly, margins
are expected to be stable at +45%. We see upside to
synergy targets as productivity initiatives in several ar-
eas (i.e. call centers, field ops) are not baked in.
Revenue synergies have not been laid out, yet low
broadband penetration (62% v 92% at legacy FTR)
points to potential revenue upside.

Where we differ: This transaction is different from other
RLEC spin-offs as it has lower integration risk. In addi-
tion, the resulting entity should have investment
grade-like credit metrics and a reduced dividend payout
of FCF. One overhang, we believe, is the expectation
that new shareholders (Verizon holders) will dispose of
FTR stock at closing, making it difficult to pick an entry
point. We note that in the EQ/S deal, it took ~80 days for
the stock to rebound to its opening price. In the WIN/AT
deal, WIN appreciated 13% in its first 20 trading days.
What's next: A second S4, containing Spinco’s 2Q
financials, should be filed within the next couple of
months. We also expect FTR to announce regulatory
approvals as they occur (video franchise authorizations,
nine states as well as FCC and Hart-Scott-Rodino).
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Key Ratios and Statistics

Reuters: FTR.N Bloomberg: FTR US
Telecom Services / United States of America

Price target NA
Shr price, close (Aug 14, 2009) $6.94
Mkt cap, curr (mm) $2,156
52-Week Range $12.94-5.32
Fiscal Year ending 12/08 12/09e 12/10e 12/11e
ModelWare EPS ($) 0.58 0.61 0.74 0.68
Prior ModelWare EPS ($) = = = =
P/E 151 11.3 9.3 10.2
Consensus EPS ($)§ 0.60 0.53 0.60 0.66
Div yld (%) 11.4 144 14.4 14.4

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework (please see explanation later in this note).

§ = Consensus data is provided by FactSet Estimates.

e = Morgan Stanley Research estimates

Quarterly ModelWare EPS

2009e 2009e 2010e 2010e

Quarter 2008 Prior Current Prior Current
Q1 0.16 - 0.13a - -
Q2 0.15 - 0.12a - -
Q3 0.15 - 0.19 - -
Q4 0.12 - 0.18 - -

e = Morgan Stanley Research estimates, a = Actual company reported data

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the objec-
tivity of Morgan Stanley Research. Investors should
consider Morgan Stanley Research as only a single
factor in making their investment decision.

For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.
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Risk-Reward Snapshot: Frontier Communications (FTR, $7.02, Equal-weight)

Risk Reward View — A Balanced Risk/Reward
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Bull 11.2% Cruise Control — The rate of line loss and housing market declines go
Case Dividend slowly. Frontier generates more cash despite spending more capex for
$9.00 Yield the increased business. VolP competition becomes non-aggressive
on pricing.
Base 13.3% Cost Control — Line losses increase moderately despite the difficult
Case Dividend macro environment. The construction slowdown continues; capex
$7.50 Yield decreases to the RLEC average allowing the company to maintain
healthy free cash flow generation, more comfortably covering its
dividend payout.
Bear 16.6% Recession in Rural America — The economic woes felt in suburbia
Case Dividend spill over into the more rural areas of America. Line loss catches up
$6.00 Yield with other less rural peers as cable pricing becomes more aggressive.

Spinco Trends

Operating
Access lines
Line loss rate Y/Y
Absolute line loss
growth Y/Y
B'Band
growth Y/Y
Adds
FiOS Data
growth Y/Y
Adds
DSL
growth Y/Y
Adds
FIOS TV
growth Y/Y
Adds

4Q08 __1Q08 _ 2Q08 _4Q09 _1Q09 2009
5,307 5,189 5,058 4,766 4,628 4,492 Revenues 1,099 1,043
-8.0% na na -10.2% -10.8% -11.2% growth Y/Y na -51%
na (118) (131) na (139) (136) Total Cash Opex 614 564
na na na 17% 4% Cost of services 377 328
919 956 963 997 1,029 1,048 growth Y/Y na -13.0%
na na 8.5% 7.6% 8.8% SG&A 237 236
na 37 7 na 32 19 growth Y/Y na -0.4%
71 82 na 110 126 na EBITDA 485 479
97% na na 55% 54% na growth Y/Y na -1.2%
na 11 na na 16 na
848 874 na 887 903 na
14% na na 5% 3% na
na 26 na na 16 na
26 40 47 69 87 103
na na na 165% 118% 120%
na 14 7 na 18 16

Source: Frontier S4 filing on July 24 2009

Deal/Regulatory Requirements

Regulatory Approvals Needed: Shareholder Approval:

- 41 local video franchise authorizations (already received 2) - Sometime in October after a
- 9 state Public Utility Commission approvals second S4 is filed addressing
-FCC SEC comments

- DOJ (Hart-Scott-Rodino)

Source: Company, Morgan Stanley research

Investment Thesis
¢ While we believe Frontier will emerge as a

stronger company after the Verizon deal,
we also think that Frontier's stock has no
near term upside. The market is currently
discounting that Verizon shareholders
(who will own ~70% of the “new” Frontier)
will dispose of their shares when the
transaction closes. We do believe, how-
ever, that Frontier could be attractive for
investors willing to see through near term
headline risk and pick up some income:
Frontier still has three regular $0.25 divi-
dend payments prior to cutting the divi-
dend by 25% at closing (2Q 2010).

Key Value Drivers
o Post closing, we expect Frontier’s strong

surplus cash generation to continue and
see room for potential upside as certain
incremental productivity initiatives could
yield higher than expected synergies

e The rural profile of Frontier’s footprint,

before and after the deal closes, should
insulate some of the secular pressure,
particularly from wireless substitution.
Spinco’s low broadband penetration and
relatively less crowded competitive envi-
ronment could provide revenue upside.

Potential Catalysts

Regulatory approvals. Given the history at
Fairpoint, regulators are expected to
scrutinize the deal more than they nor-
mally would. Thus, approvals should pro-
vide some relief to investors worried about
merger integration risks.

Potential Risks

Aggressive promotional activity from VolP
competitors in Spinco properties prior to
the deal close

Difficulties in the conversion of West Vir-
ginia’s systems which accounts for 13% of
the acquired lines and is the only system
to be converted prior to closing.

Worse than expected operating trends at
Spinco

Regulatory conditions to the deal, par-
ticularly regarding the dividend and capex
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Key Investment Debates:

DEBATE  MARKETsviEw  [IMPACTONGURVIEWNGTES FROMIOUR MEETINGS WITHMEMT I

Mixed. (1) Secular We left the meeting feeling that the dividend, both pre and post closing, is well sup-
Is the divi- pressures should ulti- ported. Post closing, the 25% dividend cut (which would lead to a payout of FCF below
dend sus- mately hurt FTR’s 50%) along with investment grade credit-like metrics, should be supportive. Top line
tainable? strong FCF generation. ~ erosion is a concern, but strict cost control combined with the expected $500M syn-

(2) Deterioration in ergies should help FTR maintain profitability in the high 40% to low 50% range.

trends in the Spinco Notes:;

propertigs as cable  FTR has at least 3 more $0.25 divi- » Management went in to the deal ex-

companies Increase dend payments plus a prorated one pecting to see some revenue erosion in

their competitive depending on the closing date before the near term. Yet, despite the revenue

stance c.:Iuring the the 25% dividend cut decline, margin stability is expected.

_T:ég;?ilzn;?]rgtg?:éés) . Gi\{en th_e underpenetrated state of the o E’roductivity initiative_s in call f:enters and

financing could result in Splnc_o lines (62% v. to 92% at Iegacy field operations not included in synergy

higher debt service Frontler?, capex needs were a major target.

costs. focal point during due diligence. « Management has and will continue to

address 2011 debt maturities, preferably
prior to closing.

Susceptible to weak- Our view, before and after the meeting, is that the footprint is very defensive. Yet,
How defen- ness. In addition to management is realistic and is not expecting a turnaround in revenue trends in the
sive is the cyclical pressures, near term. The Spinco properties are underserved, leaving opportunity in broadband.
footprint? secular pressure could Footprint post closing will remain rural with 24 lines/sg mile (FTR at 13, Spinco at 37).

intensify in rural Amer- ~ Notes:

ica once housing activ- e Cyclical pressure is not increasing. o Consumer looking for value but cable

ity picks up and cable Some markets in California seeing an competition seems rational; no price

companies target mov- improvement in housing activity. wars

ers. Down the road « Rochester: lowest residential line « Wireless displacement has increased.

(around 2011) wireless losses in four years; satellite bundles The company expressed interest in do-

competition (via helping. ing more in wireless.

Z(())Sll\(g”;zsdeez:;)(;/i?oenn;) ¢ Video bundles reducing churn by

risk. approx 50%

Most will. VZ share- Our view is that FTR could be range bound leading up to and after the close. Spin-off
Will Verizon holders will own dynamics suggest that FTR could still outperform VZ in the 12 months post closing.
shareholders  roughly 70% of Frontier This was the case in the WIN/AT and EQ/S deals. It took Embarqg’s stock 80 days to
sell their FTR  at closing. Many in- trade back up to its opening price. Windstream was range l::r?und for a couple of weeks
shares? vestors have limits to after its first trading day but had appreciated 13% by its 20" trading session. Man-

telco exposure.

agement will work to help Verizon investors understand the new company.

How similar is
this deal to
the FRP/VZ
deal?

Some similarities.
Frontier is in a better
position than Fairpoint,
but integration risks
remain.

Our view did not change after the meeting. We continue to see significant differences
in the two deals: (1) Deal lowers leverage by more than a turn (3.8x to 2.6x) instead of
increasing it; (2) Spinco (except West Virginia with ~13% of acquired lines) will operate
with a single platform on an independent basis prior to the merger while West Virginia
will be integrated contemporaneously with the merger on existing Frontier systems
while Fairpoint built new systems from scratch.
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Exhibit 1
Frontier Income Statement
Consolidated Income Statement 2008 2009E 2010E 2011E pIvIS CAGR 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09E  4QO09E
($in millions, except per share data) '08 - '15
Total Revenue $2,237.0 | $2,115.8 $2,041.1 $1,983.9 $1,941.0 | -3.0% $569.2  $562.6 $557.9 $547.4 $538.0 $532.1 $527.5 $518.2
% growth -0.5% -5.4% -3.5% -2.8% -2.2% 10.0% -2.8% -3.1% -5.2% -5.5% -5.4% -5.4% -5.3%
Total cash expenses $222.0 $234.4 $210.2 $204.3 $199.9 | -2.3% $60.5 $54.0 $52.5 $55.0 $60.7 $59.2 $57.5 $57.0
% growth -2.7% 5.6% -10.3% -2.8% -2.2% 17.8% 0.6% -7.2% -17.4% 0.2% 9.6% 9.6% 3.7%
% of revenue 9.9% 11.1% 10.3% 10.3% 10.3% 10.6% 9.6% 9.4% 10.0% 11.3% 11.1% 10.9% 11.0%
Depreciation and amortization expense 561.8 472.8 387.0 377.9 376.9 | -6.2% 141.1 144.3 137.7 138.8 137.6 132.8 102.0 100.5
% growth 2.9% -15.8% -18.1% -2.3% -0.3% 15.5% 2.7% -0.3% -4.4% -2.5% -7.9% -25.9% -27.6%
% of revenue 25.1% 22.3% 19.0% 19.1% 19.4% 24.8% 25.6% 24.7% 25.4% 25.6% 25.0% 19.3% 19.4%
Other operating expenses 801.9 775.4 759.4 748.0 739.6 | -2.0% 200.4 201.9 203.3 196.4 197.6 192.7 193.7 191.4
% growth -0.8% -3.3% -2.1% -1.5% -1.1% 5.9% -4.7% 0.1% -3.8% -1.4% -4.5% -4.7% -2.6%
% of revenue 35.8% 36.6% 37.2% 37.7% 38.1% 35.2% 35.9% 36.4% 35.9% 36.7% 36.2% 36.7% 36.9%
Total Expenses $1,585.8 | $1,482.7 $1,356.7 $1,330.3 $1,316.5 | -3.4% $402.0  $400.1 $393.4 $390.2 $395.9 $384.8 $353.1 $348.9
% growth 0.2% -6.5% -8.5% -1.9% -1.0% 10.8% -1.4% -1.1% -6.2% -1.5% -3.8% -10.2%  -10.6%
% of revenue 70.9% 70.1% 66.5% 67.1% 67.8% 70.6% 71.1% 70.5% 71.3% 73.6% 72.3% 66.9% 67.3%
EBITDA $1,213.1 | $1,106.0 $1,071.4 $1,031.5 $1,001.5 | -3.9% $308.3  $306.7 $302.1 $296.0 $279.6 $280.2 $276.4  $269.8
% growth 0.0% -8.8% -3.1% -3.7% -2.9% 11.4% -2.1% -4.4% -3.4% -9.3% -8.6% -8.5% -8.8%
% of revenue 54.2% 52.3% 52.5% 52.0% 51.6% 54.2% 54.5% 54.2% 54.1% 52.0% 52.7% 52.4% 52.1%
Operating income/EBIT $651.3 $633.2 $684.4 $653.6 $624.5 | -2.2% $167.2 $162.4 $164.5 $157.1 $142.1 $147.4 $174.4 $169.3
% growth -2.3% -2.8% 8.1% -4.5% -4.4% 8.2% -6.0% -7.6% -2.6%| -15.0% -9.3% 6.0% 7.8%
% of revenue 29.1% 29.9% 33.5% 32.9% 32.2% 29.4% 28.9% 29.5% 28.7% 26.4% 27.7% 33.1% 32.7%
Operating income pre-acquisition expense 651.3 633.2 684.4 653.6 624.5( -2.2% 167.2 162.4 164.5 157.1 142.1 147.4 174.4 169.3
% growth -2.3% -2.8% 8.1% -4.5% -4.4% 8.2% -6.0% -7.6% -2.6%| -15.0% -9.3% 6.0% 7.8%
% of revenue 29.1% 29.9% 33.5% 32.9% 32.2% 29.4% 28.9% 29.5% 28.7% 26.4% 27.7% 33.1% 32.7%
Operating income including special items $651.3 $633.2 $684.4 $653.6 $624.5 $167.2  $162.4  $1645 $157.1| $142.1 $147.4 $1744  $169.3
% growth -2.3% -2.8% 8.1% -4.5% -4.4% 8.2% -6.0% -7.6% -2.6%| -15.0% -9.3% 6.0% 7.8%
% of revenue 29.1% 29.9% 33.5% 32.9% 32.2% 29.4% 28.9% 29.5% 28.7% 26.4% 27.7% 33.1% 32.7%
Investment and other income, net 15.7 21.9 21.2 20.6 20.1 51 6.4 1.3 2.9 8.2 4.6 4.6 4.5
% growth -54.2% 40.0% -3.5% -2.8% -2.2% -49.0% -34.7% -81.8% -60.5% 61.6% -27.8% 251.6% 56.5%
% of revenue 0.7% 1.0% 1.0% 1.0% 1.0% 0.9% 1.1% 0.2% 0.5% 1.5% 0.9% 0.9% 0.9%
Interest expense 362.6 368.5 357.4 353.9 339.3 | -1.4% 90.9 90.7 90.3 90.7 88.7 98.7 90.8 90.3
% growth -4.7% 1.6% -3.0% -1.0% -4.1% -3.3% -8.0% -5.1% -2.4% -2.3% 8.8% 0.5% -0.5%
% of revenue 16.2% 17.4% 17.5% 17.8% 17.5% 16.0% 16.1% 16.2% 16.6% 16.5% 18.5% 17.2% 17.4%
Pre-tax income (loss) $304.3 $288.5 $350.0 $322.1 $307.2 $81.4 $78.1 $75.4 $69.3 $61.6 $53.3 $88.6 $83.9
% growth -5.0% -5.2% 21.3% -8.0% -4.6% 15.3% -7.0%  -16.2% -8.4%| -24.4% -31.7% 17.4% 21.1%
% of revenue 13.6% 13.6% 17.1% 16.2% 15.8% 14.3% 13.9% 13.5% 12.7% 11.4% 10.0% 16.8% 16.2%
Income tax expense (benefit) 120.0 98.2 119.2 109.7 104.6 30.0 29.6 28.3 32.1 23.0 17.9 29.7 27.7
% growth 1.2% -18.2% 21.3% -8.0% -4.6% 14.6% -7.9%  -19.7% 28.2%| -23.4%  -39.6% 4.8% -13.8%
% of revenue 5.4% 4.6% 5.8% 5.5% 5.4% 5.3% 5.3% 5.1% 5.9% 4.3% 3.4% 5.6% 5.3%
Effective tax rate 39% 34% 34% 34% 34% 37% 38% 38% 46% 37% 33% 33% 33%
Statutory tax rate 38% 38% 38% 38% 38% 38% 38% 38% 38% 38% 38% 38% 38%
Income (loss) from continuing operations 184.3 190.2 230.8 212.4 202.6 51.404 48.6 47.1 37.2 38.6 355 58.9 56.2
% growth -8.7% 3.2% 21.3% -8.0% -4.6% 15.7% -6.5%  -13.9%  -26.5%| -25.0% -27.0% 25.0% 51.3%
% of revenue 8.2% 9.0% 11.3% 10.7% 10.4% 9.0% 8.6% 8.4% 6.8% 7.2% 6.7% 11.2% 10.9%
Income (loss) from continuing operations, e $184.3 $190.2 $230.8 $212.4 $202.6 $51.4 $48.6 $47.1 $37.2 $38.6 $35.5 $58.9 $56.2
% growth -8.7% 3.2% 21.3% -8.0% -4.6% 15.7% -6.5%  -13.9%  -26.5%| -25.0% -27.0% 25.0% 51.3%
% of revenue 8.2% 9.0% 11.3% 10.7% 10.4% 9.0% 8.6% 8.4% 6.8% 7.2% 6.7% 11.2% 10.9%
Diluted EPS from continuing operations $ 058|$ 061 $ 074 $ 068 $ 065|-14%||$ 016 $ 015 $ 015 $ 012($ 012 $ 011 $ 019 $ 0.18
% growth -4.4% 5.6% 21.1% -8.1% -4.7% 15.8% -0.7% -7.9%  -22.4%| -21.0% -24.5% 26.0% 50.8%
Net income $184.3 $190.2 $230.8 $212.4 $202.6 $51.4 $48.6 $47.1 $37.2 $38.6 $35.5 $58.9 $56.2
Minority interest 0.0 1.8 1.8 1.8 1.8 0.0 0.0 0.0 0.0 0.7 0.4 0.4 0.4
Net income available for common sharehold:  $184.3 $188.4 $229.0 $210.6 $200.8 $37.9 $35.1 $58.5 $55.8
Diluted EPS $0.58 $0.61 $0.74 $0.68 $0.65 | -1.4% $0.16 $0.15 $0.15 $0.12 $0.12 $0.11 $0.19 $0.18

Source: Company data, Morgan Stanley Research E= Morgan Stanley Estimates

Morgan Stanley is currently acting as financial advisor to Verizon Wireless with respect to the proposed acquisition of certain of its
wireless assets by AT&T, Inc. and Atlantic Tele-Network, as required by the conditions of the regulatory approvals granted for Verizon
Wireless' purchase of Alltel Corporation earlier this year.

The proposed acquisitions are subject to customary regulatory approvals, as well as other customary closing conditions.

Verizon Wireless has agreed to pay fees to Morgan Stanley for its financial services.

Please refer to the notes at the end of the report.
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Exhibit 2

Frontier Balance Sheet

Consolidated Balance Sheet 2008 2009E 2010E 2011E 2012E 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09E 4Q09E

($in millions, except per share data)

Assets
Cash at the end of period 164 418 405 371 343 227.6 179 91 164 177 454 443 418
Accounts receivable, net 222 207 200 194 190 214 224 223 222 218 217 211 207
Other current assets 82 88 88 88 88 53 45 56 82 70 88 88 88

Total current assets 468 713 693 653 621 495 449 370 468 465 759 743 713
Property, Plant and Equipment - Gross 7,581 8,021 8,707 9,426 10,179 7,413 7,483 7,543 7,581 7,623 7,673 7,845 8,021
Accumulated Depreciation 4,341)| (4922) (5759) (6,626)  (7,532) (4,125)  (4,218)  (4,292)  (4,341)| (4,421)  (4507) (4,715)  (4,922)

Net property, plant, and equipment 3,240 3,099 2,948 2,800 2,647 3,288 3,265 3,251 3,240 3,202 3,166 3,130 3,099
Goodwill 2,642 2,642 2,642 2,642 2,642 2,636 2,633 2,642 2,642 2,642 2,642 2,642 2,642
Intangibles 360 276 276 276 276 502 456 405 360 315 276 276 276
Investments 8 - - - - 21 22 23 8 3 - -
Other assets 171 189 187 190 200 187 188 190 171 172 175 181 189
Total assets 6,889 6,920 $6,746 $6,561 $6,386 $7,129 $7,013 $6,881 6,889 6,800 7,018 6,972 6,920
Liabilities and Shareholders' equity
Long term debt due within one year 4 7 7 7 7 4 4 4 4 4 7 7 7
Accounts payable and other current liabilit 142 110 101 100 101 101 105 89 142 85 114 113 110
Other taxes accrued 26 26 26 26 26 21 21 21 26 26 26 26 26
Interest accrued 102 102 102 102 102 117 117 117 102 102 102 102 102
Other current liabilities 109 109 109 109 109 126 126 126 109 109 109 109 109
Total current liabilities 383 354 345 344 345 369 373 357 383 326 359 358 354
Deferred 670 684 681 678 675 712 713 711 670 677 685 684 684
Other liabilities 595 590 585 581 575 361 351 347 595 595 592 591 590
Long-term debt 4,722 4,895 4,815 4,735 4,675 4,747 4,747 4,745 4,722 4,721 4,945 4,920 4,895
Total non-current liabilities 5,987 6,168 6,081 5,993 5,925 5,820 5,810 5,804 5,987 5,993 6,221 6,195 6,168
Common stock 87 87 89 91 93 87 87 87 87 87 87 87 87
Additional paid-in capital 1,118 1,029 1,029 1,029 1,029 1,187 1,189 1,190 1,118 1,026 1,029 1,029 1,029
Accumulated deficit 38 (16) (96) (195) (303) 60 35 4 38 74 24 6 (16)
Accumulated other comprehensive loss (237) (229) (229) (229) (229) (78) T7) (76) (237) (233) (229) (229) (229)
Treasury stock (487) (473) (473) (473) (473) (316) (404) (486) (487) (473) (473) (473) (473)

Total shareholders' equity 519 398 320 223 116 940 830 720 519 482 438 419 398

Total liabilities and Shareholders' equity 6,889 6,920 $6,746 $6,561 $6,386 $7,129 $7,013 $6,881 $6,889 6,800 $7,018 $6,972 $6,920

Source: Company data, Morgan Stanley Research E= Morgan Stanley Estimates

Exhibit 3

Frontier FCF

Free cash flow - variations 2008 2009E 2010E 2011E 2012E 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09E 4Q09E

Levered Free Cash Flow (OCF - capex) $451.0 $388.8 $376.4 $354.4 $341.6 $93.5 $121.6 $77.8 $158.1 $92.5 $127.5 $91.8 $77.0

Levered Free Cash Flow (OCF-capex-divide 132.6 77.3 65.6 43.3 30.2 11.4 41.4 (0.5) 80.3 14.4 49.4 14.2 0.7)

Levered FCF (OCF - capex) as % of Revent 20.2% 18.4% 18.4% 17.9% 17.6% 16.4% 21.6% 13.9% 28.9% 17.2% 24.0% 17.4% 14.9%

Dividend as % of FCF (OCF - capex) 70.6% 80.1% 82.6% 87.8% 91.1% 87.8% 66.0% 100.7% 49.2% 84.4% 61.3% 84.6% 100.9%

Comparative FCF (as FTR discloses it)

Operating Income 651 633 684 654 625 167.2 162 164 157 142 147 174 169
Plus: D&A 562 473 387 378 377 141 144 138 139 138 133 102 100
Plus: Stock based compensation 8 9 9 9 9 3.0 3 3 (€8] 2 2 2 2
Plus: Investment and other income (loss) 16 22 21 21 20 5.104 6 1 3 8 5 5 4
Less: Capex (288) (246) (238) (231) (226) (48) (76) (80) (84) (55) (56) (66) (70)
Less: Cash taxes (79) (90) (99) (95) (95) ) (48) (21) 9) (1) (39) (25) (25)
Less: Cash interest (363) (368) (357) (354) (339) (91) (91) (90) (91) (89) (99) (91) (90)
Less: Investment and other income (loss), net of inter 30 9 30 31 0 0 0 0 8 8 7 7

Free cash flow ($MM) 507 463 416 411 402 175.7 102.1 115.1 113.9 153.7 101.8 108.8 98.6
Dividend as % of FCF 62.8% 67.3% 74.7% 75.6% 77.5% 46.7% 78.6% 68.0% 68.3% 50.8% 76.7% 71.4% 78.7%

Reported FCF ($MM) 493 452 416 411 402 172.8 96.6 114.7 109.1 146.1 98.1 108.8 98.6

Total Adjustments 47 11 2.9 5.4 0.4 4.8 75 3.7
Dividend as % of Reported FCF 64.6% 69.0% 74.7% 75.6% 77.5% 47.5% 83.0% 68.3% 71.4% 53.4% 79.6% 71.4% 78.7%

Source: Company data, Morgan Stanley Research
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Exhibit 4
Frontier Revenues (Detailed)
CAGR
2008 2009E 2010E 2011E pLivis] '08-'15 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09E 4Q09E
Operating Revenue
Access services 404.7 347.3 314.0 287.8 267.4] -8.6% 107.8 101.0 99.6 96.3 90.1 87.4 86.4 83.4
% growth -8.2% -14.2% -9.6% -8.3% -7.1% 7.5% -11.0% -12.0% -15.4% -16.5% -13.4% -13.2% -13.4%
% revenue 18.1% 16.4% 15.4% 14.5% 13.8% 18.9% 18.0% 17.8% 17.6% 16.7% 16.4% 16.4% 16.1%
% of revenue growth 293.1% 47.3% 44.6% 45.7% 47.6% 14.5% 76.3% 75.6% 58.8% 56.8% 44.6% 43.2% 44.3%
Local services 848.4 785.8 746.9 719.7 699.0] -3.9% 217.2 214.7 210.7 205.8 200.9 198.3 195.4 191.2
% growth -3.1% -7.4% -4.9% -3.6% -2.9% 6.2% -5.2% -6.3% -6.5% -7.5% -7.6% -7.3% -7.1%
% revenue 37.9% 37.1% 36.6% 36.3% 36.0% 38.2% 38.2% 37.8% 37.6% 37.3% 37.3% 37.0% 36.9%
% of revenue growth 222.5% 51.7% 52.0% 47.7% 48.2% 24.6% 71.6% 79.3% 47.6% 52.0% 54.0% 50.6% 50.0%
Data and internet servic 605.6 636.5 653.8 668.2 682.4] 2.0% 146.0 151.7 154.0 153.9 156.4 160.6 160.8 158.8
% growth 11.4% 5.1% 2.7% 2.2% 2.1% 23.7% 9.7% 9.9% 4.5% 7.1% 5.9% 4.4% 3.2%
% revenue 27.1% 30.1% 32.0% 33.7% 35.2% 25.6% 27.0% 27.6% 28.1% 29.1% 30.2% 30.5% 30.6%
% of revenue growth -502.9% -25.5% -23.1% -25.2% -33.1% 54.0% -82.4% -77.1% -22.3% -33.3% -29.3% -22.2% -16.8%
Long distance services 182.6 160.9 150.5 140.6 131.9 46.5 46.9 46.4 42.8 414 40.6 40.3 38.7
% growth 1.1% -11.8% -6.5% -6.6% -6.2% 14.9% -0.3% -2.8% -5.5% -10.9% -13.5% -13.2% -9.5%
% revenue 8.2% 7.6% 7.4% 7.1% 6.8% 8.2% 8.3% 8.3% 7.8% 7.7% 7.6% 7.6% 7.5%
% of revenue growth -0.5% -7.5% -17.7% 15.0% 17.1% 11.6% 0.9% 7.5% 8.4% 16.1% 20.9% 20.2% 14.0%
Directory services 113.3 107.2 101.8 96.9 92.6 -4.6% 28.6 29.1 28.1 275 27.7 27.2 26.4 25.9
% growth -1.1% -5.4% -5.1% -4.7% -4.4% -0.1% 1.4% -0.8% -4.8% -3.2% -6.4% -6.0% -6.0%
% revenue 5.1% 5.1% 5.0% 4.9% 4.8% 5.0% 5.2% 5.0% 5.0% 5.2% 5.1% 5.0% 5.0%
% of revenue growth 10.1% 5.1% 7.3% 8.4% 10.0% -0.1% -2.5% 1.2% 4.6% 3.0% 6.1% 5.6% 5.7%
Other 82.4 78.0 74.1 70.6 67.5( -4.6% 23.2 19.2 19.0 21.0 215 18.1 18.2 20.2
% growth -12.3% -5.3% -5.0% -4.7% -4.4% -9.4% -23.4% -11.3% -3.8% -7.3% -5.8% -4.0% -4.0%
% revenue 3.7% 3.7% 3.6% 3.6% 3.5% 4.1% 3.4% 3.4% 3.8% 4.0% 3.4% 3.5% 3.9%
% of revenue growth 93.7% 3.6% 5.2% 6.1% 7.2% -4.6% 36.0% 13.6% 2.8% 5.4% 3.7% 2.5% 2.9%
Total revenue 2,237.0 2,115.8 2,041.1 1,983.9 1,941.0| -3.0% 569.2 562.6 557.9 547.4 538.0 532.1 527.5 518.2
% growth -0.5% -5.4% -3.5% -2.8% -2.2% 10.0% -2.8% -3.1% -5.2% -5.5% -5.4% -5.4% -5.3%

Source: Company data, Morgan Stanley Research E= Morgan Stanley Estimates
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients un-
cover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating

O e a re leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disclosure Section

The information and opinions in Morgan Stanley Research were prepared by Morgan Stanley & Co. Incorporated, and/or Morgan Stanley C.T.V.M. S.A.
and their affiliates (collectively, "Morgan Stanley").

For important disclosures, stock price charts and rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Equity Research Management), New York, NY, 10036 USA.

Anal?/st Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this
report: Simon Flannery.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

As of July 31, 2009, Mor%an Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in
Morgan Stanley Research: American Tower Corp., AT&T, Inc., CenturyTel, Equinix Inc., Leap Wireless, Level 3 Communications, Inc., Telephone &
Data Systems, Verizon Communications, Windstream Corp..

As of July 31, 2009, Morgan Stanley held a net long or short position of US$1 million or more of the debt securities of the following issuers covered in
Morgan Stanley Research (including where guarantor of the securities): American Tower Corp., AT&T, Inc., BCE Inc., CenturyTel, Cincinnati Bell Inc.,
Crown Castle Corp., FairPoint Communications, Frontier Communications Corp, Leap Wireless, Level 3 Communications, Inc., MetroPCS Commu-
nications, Rogers Communications, Inc., Sprint Nextel Corporation, Telephone & Data Systems, TELUS Corp., tw telecom inc, US Cellular Corpora-
tion, Verizon Communications, Windstream Corp..

Within the last 12 months, Morgan Stanley managed or co-managed a public offering of securities of Crown Castle Corp., Qwest Communications Int'l,
Verizon Communications.

Within the last 12 months, Morgan Stanley has received compensation for investment banking services from American Tower Corp., AT&T, Inc.,
CenturyTel, Cincinnati Bell Inc., Clearwire Corporation, Crown Castle Corp., Equinix Inc., FairPoint Communications, Frontier Communications Corp,
Leap Wireless, Level 3 Communications, Inc., Neutral Tandem, Inc., Qwest Communications Int'l, Sprint Nextel Corporation, TELUS Corp., Verizon
Communications, Windstream Corp..

In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from American Tower Corp.,
AT&T, Inc., BCE Inc., CenturyTel, Cincinnati Bell Inc., Clearwire Corporation, Crown Castle Corp., Equinix Inc., FairPoint Communications, Frontier
Communications Corp, lowa Telecom, Leap Wireless, Level 3 Communications, Inc., MetroPCS Communications, Neutral Tandem, Inc., Qwest
Communications Int'l, Rogers Communications, Inc., SAVVIS Inc., SBA Communications, Sprint Nextel Corporation, Telephone & Data Systems,
TELUS Corp., tw telecom inc, Verizon Communications, Windstream Corp..

Within the last 12 months, Morgan Stanley & Co. Incorporated has received compensation for products and services other than investment banking
services from AT&T, Inc., BCE Inc., Clearwire Corporation, Level 3 Communications, Inc., Qwest Communications Int'l, Verizon Communications.
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client rela-
tionship with, the following company: American Tower Corp., AT&T, Inc., BCE Inc., CenturyTel, Cincinnati Bell Inc., Clearwire Corporation, Crown
Castle Corp., Equinix Inc., FairPoint Communications, Frontier Communications Corp, lowa Telecom, Leap Wireless, Level 3 Communications, Inc.,
MetroPCS Communications, Neutral Tandem, Inc., Qwest Communications Int'l, Rogers Communications, Inc., SAVVIS Inc., SBA Communications,
Sprint Nextel Corporation, Telephone & Data Systems, TELUS Corp., tw telecom inc, Verizon Communications, Windstream Corp..

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past
has entered into an agreement to provide services or has a client relationship with the following company: American Tower Corp., AT&T, Inc., BCE Inc.,
Cincinnati Bell Inc., Clearwire Corporation, Crown Castle Corp., FairPoint Communications, Frontier Communications Corp, Level 3 Communications,
Inc., Qwest Communications Int'l, Rogers Communications, Inc., Sprint Nextel Corporation, Verizon Communications.

The research analysts, strategists, or research associates principally responsible for the preparation of Morgan Stanley Research have received
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and
overall investment banking revenues.

An employee or director of Morgan Stanley is a director of AT&T, Inc., Verizon Communications.

Morgan Stanley & Co. Incorporated makes a market in the securities of American Tower Corp., AT&T, Inc., CenturyTel, Cincinnati Bell Inc., Clearwire
Corporation, Crown Castle Corp., Equinix Inc., FairPoint Communications, Frontier Communications Corp, lowa Telecom, Leap Wireless, Level 3
Communications, Inc., MetroPCS Communications, Neutral Tandem, Inc., PAETEC Holding Cor[)., Qwest Communications Intl, SAVVIS Inc., SBA
Communications, Sprint Nextel Corporation, Telephone & Data Systems, tw telecom inc, US Cellular Corporation, Verizon Communications, Wind-
stream Corp..

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley Re-
search, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as in-
vehstment a_(cjjvice_. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and
other considerations.

Global Stock Ratings Distribution
(as of July 31, 2009)
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For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy rec-
ommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe  Investment Banking Clients (IBC)

% of % of % of Rating
Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 774 34% 233 36% 30%
Equal-weight/Hold 1046 45% 314 49% 30%
Not-Rated/Hold 31 1% 8 1% 26%
Underweight/Sell 448 19% 86 13% 19%
Total 2,299 641

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual circum-
stances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan Stanley or
an affiliate received investment banking compensation in the last 12 months.

Analyst Stock Ratings

Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the
analyst's industry (or industry team'’s) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage
universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.

In-Line (1): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Citi Investment Research & Analysis (CIRA) research reports may be available about the companies that are the subject of this Morgan Stanley research report. Ask your
Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports. In addition to the disclosures on this
research report and on the Morgan Stanley disclosure website (www.morganstanley.com/researchdisclosures), important disclosures regarding the relationship between
the companies that are the subject of this report and Morgan Stanley Smith Barney LLC, Citigroup Global Markets Inc. or any of its affiliates, are available at
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

This Morgan Stanley research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the
same person who reviewed this research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures

Morgan Stanley produces a research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to the recommendations or
views expressed in this or other research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all
research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.

For a discussion, if applicable, of the valuation methods used to determine the price targets included in this summary and the risks related to achieving these targets, please
refer to the latest relevant published research on these stocks.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. The securities/instruments discussed in Morgan Stanley Research may not be suitable for all investors. Morgan
Stanley recommends that investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. The
appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies
discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.
The "Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or
more of a class of common securities of the companies. For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less
than 1% in securities or derivatives of securities of companies and may trade them in ways different from those discussed in Morgan Stanley Research. Employees of
Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities or derivatives of securities of companies mentioned and
may trade them in ways different from those discussed in Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons

Morgan Stanley and its affiliate companies do business that relates to companies/instruments covered in Morgan Stanley Research, including market making and spe-
cialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking.
Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis.

With the exception of information regarding Morgan Stanley, research prepared by Morgan Stanley Research personnel are based on public information. Morgan Stanley
makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when
opinions or information in Morgan Stanley Research change apart from when we intend to discontinue research coverage of a subject company. Facts and views presented
in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including
investment banking personnel.

Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses
for such visits.
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The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in your securities transactions. Past performance
is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Unless otherwise stated, the cover
page provides the closing price on the primary exchange for the subject company's securities/instruments.

To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your
reference only. Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange
of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise
Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the government of or a company incorporated in the PRC and
traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the component company of the SEHK's China-affiliated Corp Index is dis-
tributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely responsible for their
investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of
Morgan Stanley. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a
solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments.

To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated
activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives.

Morgan Stanley Research is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Asia Limited (which accepts respon-
sibility for its contents); in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte
Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in Australia to "wholesale clients”
within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742,
which accepts responsibility for its contents; in Australia to “wholesale clients” and "retail clients" within the meaning of the Australian Corporations Act by Morgan Stanley
Smith Barney Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents; in Korea by
Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which has
approved of, and has agreed to take responsibility for, the contents of Morgan Stanley Research in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main,
regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is supervised by
the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules of conduct
applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. Incorporated, which accepts responsibility for its
contents. Morgan Stanley & Co. International plc, authorized and regulated by Financial Services Authority, disseminates in the UK research that it has prepared, and
approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Private U.K.
investors should obtain the advice of their Morgan Stanley & Co. International plc representative about the investments concerned. RMB Morgan Stanley (Proprietary)
Limited is a member of the JSE Limited and regulated by the Financial Services Board in South Africa. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned
equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services
Authority (the DFSA), and is directed at wholesale customers only, as defined by the DFSA. This research will only be made available to a wholesale customer who we are
satisfied meets the regulatory criteria to be a client.

The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the
QFCRA

As requued by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these com-
ments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying
solely to this information stated here may not bring about outcomes that fit your expectations.

The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or
representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to
such data. The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P.

Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securities/instruments is available on request.
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Industry Coverage:Telecom Services

Company (Ticker) Rating (as of) Price (08/14/2009)

Simon Flannery

AT&T, Inc. (T.N) O (03/08/2006) $25.45
American Tower Corp. (AMT.N) E (03/12/2009) $32.13
BCE Inc. (BCE.TO) O (11/21/2008) C$26.4
CenturyTel (CTL.N) E (06/30/2009) $31.53
Cincinnati Bell Inc. (CBB.N) E (11/03/2006) $3.26
Clearwire Corporation (CLWR.O) U (12/08/2008) $6.61
Crown Castle Corp. (CCI.N) E (03/12/2009) $27.6
Equinix Inc. (EQIX.O) E (05/13/2009) $80.42
FairPoint Communications (FRP.N)  NA (10/29/2007) $.51
Frontier Communications Corp E (05/07/2007) $6.94
(FTR.N)

lowa Telecom (IWA.N) U (12/17/2008) $11.8
Leap Wireless (LEAP.O) E (08/07/2009) $17.48
Level 3 Communications, Inc. U (02/14/2008) $1.19
(LVLT.O)

MetroPCS Communications E (08/07/2009) $8.76
(PCS.N)

Neutral Tandem, Inc. (TNDM.O) O (06/19/2009) $25.29
PAETEC Holding Corp. (PAET.O) E (06/26/2008) $2.61
Qwest Communications Int'l (Q.N) E (01/09/2009) $3.84
Rogers Communications, Inc. O (04/27/2005) C$30.99
(RCIb.TO)

SAVVIS Inc. (SVVS.O) O (08/04/2009) $16.06
SBA Communications (SBAC.O) E (03/12/2009) $24.83
Sprint Nextel Corporation (S.N) U (12/08/2008) $3.85
TELUS Corp. (T.TO) E (12/19/2008) C$34.27
Telephone & Data Systems U (02/19/2009) $25.16
(TDS.N)

US Cellular Corporation (USM.N) E (03/10/2009) $34.34
Verizon Communications (VZ.N) E (01/22/2009) $31.08
Windstream Corp. (WIN.N) O (04/17/2006) $8.55
tw telecom inc (TWTC.O) E (06/26/2008) $11.39

Stock Ratings are subject to change. Please see latest research for each company.

© 2009 Morgan Stanley
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