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Nicoraus Capital Markets View of Broadband Service Providers

» 4 of the top 5 highest-dividend yields in the
S&P 500 index are telecom service
providers

» Frontier, Qwest, Windstream, CenturyLink

+ AT&T and Verizon have never traded at
such yield spreads over U.S. Treasuries

» Comcast and Time Warner Cable are
trading at historically valuation multiples
(EV/EBITDA)
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NICOLAUS Valuations Under Pressure
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Source: Company tilings, press releases, Factset, and Stitel Nicolaus analysis

Notes:

1 RBOC mdex is comprised of AT&T, Owest, and Verizon Communications

2 Integrated ILEC index 15 comprised of Atlantic Tele-Network, Cincinnati Bell, and Telephone & Data Systems

3 High Yielding ILEC index is comprised of Alaska Commmmications, Consohdated Communications, Frontier
Communications, Iowa Telecom, and Windstream

4 Pure Play ILEC index is comprised of CenturyLink, D&E Communications, FanPoint Commuimcations, and Hickory Tech



S M&A Synergies Becoming Sole Rationale

Synergies as a % of Enterprise Value / EBITDA
Acquiror
Revenue EBITDA Pre-Synergy Post-Synergy
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Source; Company presentations, company press releases, company filings, and Stifel Nicolaus analysis
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» Long-term regulatory certainty
« Net Neutrality, etc.

» Comprehensive broadband support structure
needed

» Capital commitment support
» Grants; Tax Credits

- Larger Telcos/Cable MSOs have publicly complained
regarding reporting requirements and restrictions associated
with current stimulus program

- Operational Expense support
» Tax credits to offset middle-mile investment
- Potential re-regulation of special access in rural areas

 Incentives for broadband usage?

~ From a purely numbers perspective, the bigger
problem is still penetration rather than availability

» Universal Service Support for Broadband?
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Important Disclosures and Certifications

I, Christopher C. King, certify that the views expressed in this research report accurately reflect my personal views about the subject securities or
issuers; and I, Christopher C. King, certify that no part of my compensation was, is, or will be directly or indirectly related to the specific
recommendation or views contained in this research report.

Stifel, Nicolaus & Company, Inc.'s research analysts receive compensation that is based upon (among other factors) Stifel Nicolaus' overall investment
banking revenues.
Our investment rating system is three tiered, defined as follows:

BUY -We expect this stock to outperform the S&P 500 by more than 10% over the next 12 months. For higher-yielding equities such as REITs and
Utilities, we expect a total return in excess of 12% over the next 12 months.

HOLD -We expect this stock to perform within 10% (plus or minus) of the S&P 500 over the next 12 months. A Hold rating is also used for those higher-
yielding securities where we are comfortable with the safety of the dividend, but believe that upside in the share price is limited.

SELL -We expect this stock to underperform the S&P 500 by more than 10% over the next 12 months and believe the stock could decline in value.
Of the securities we rate, 36% are rated Buy, 60% are rated Hold, and 4% are rated Sell.

Within the last 12 months, Stifel, Nicolaus & Company, Inc. or an affiliate has provided investment banking services for 6%, 6% and 3% of the companies
whose shares are rated Buy, Hold and Sell, respectively.
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Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures applicable to the companies mentioned in this publication that are
within Stifel Nicolaus' coverage universe. For a discussion of risks to target price please see our stand-alone company reports and notes for all Buy-rated
stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or
statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without
notice and do not take into account the particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, Nicolaus
& Company, Inc. or its affiliates may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions
expressed within. Past performance should not and cannot be viewed as an indicator of future performance.

Stifel, Nicolaus & Company, Inc. is a multi-disciplined financial services firm that regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a
placement agent in private transactions. Moreover, Stifel Nicolaus and its affiliates and their respective shareholders, directors, officers and/or employees,
may from time to time have long or short positions in such securities or in options or other derivative instruments based thereon.

These materials have been approved by Stifel Nicolaus Limited, authorized and regulated by the Financial Services Authority (UK), in connection with its
distribution to professional clients and eligible counterparties in the European Economic Area. (Stifel Nicolaus Limited home office: London +44 20 7557
6030.) No investments or services mentioned are available in the European Economic Area to retail clients or to anyone in Canada other than a Designated
Institution. This investment research report is classified as objective for the purposes of the FSA rules. Please contact a Stifel Nicolaus entity in your
jurisdiction if you require additional information.

Additional Information Is Available Upon Request
© 2009 Stifel, Nicolaus & Company, Inc. One South Street Baltimore, MD 21202. All rights reserved.
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