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ALLTEL Corp. Ratings Lowered And
Off CreditWatch

Rationale

On Jan. 18, 2006, Standard & Poor’s Ratings Services lowered the ratings on Little Rock, Ark.-based
diversified communications carrier ALLTEL Corp., including its long-term corporate credit rating to
‘A-* from ‘A’ and its short-term corporate credit rating to ‘A-2’ from *A-1". The ratings were

simultaneously removed from CreditWatch with negative implications. The outlook is stable.

However, the corporate credit rating and senior unsecured debt rating on ALLTELs local exchange
carrier subsidiaries ALLTEL Georgia Communications Corp. andAlitel Communications Holdings of
the Midwest Inc., remain on CreditWatch with negative implications, because debt at these entities

will be assumed by a new holding company to be formed by the combination of the ALLTEL wireline .

business and that of local exchange carrier Valor Communications Group Inc. (BB-/Watch Pos/—).

Ratings had initially been placed on CreditWatch on Sept. 23, 2005, with developing indications due
to management’s pursuit of strategic alternatives for its wireline business. The implications were
subsequently revised to negative on Dec. 9, 2005 with the announced plan to spin off and merge the
wireline business with that of Valor. Pro forma for the spin-off of ALLTEL’s wireline business,
including an associated debt exchange, ALLTEL will have about $4 billion of debt before

implementation of an anticipated $1 billion post spin-off debt reduction plan.

The downgrade reflects heightened business risk ascribed to the company as a regional wireless
provider competing against larger national wireless carriers in an environment of slowing subscriber
growth, This has translated into reduced subscriber additions, especially in the third quarter of 2005

when the company exhibited a relatively low growth level of less than 5% on an annualized basis for



ALLTEL Corp. Ratings Lowered And Off CreditWatch

Outlook

The outlook is stable. The company continues to face the challenge of expanding its subscriber base and
operating cash flows in increasingly competitive wireless markets, especially for customers desiring national
wireless plans. In particular, pricing competition is expected to continue to place pressures on overall ARPU
and EBITDA margins and limit growth prospects for such metrics. Yet, the company is expected to be very
conservatively leveraged, pro forma for the spin-off of the wireline business, with a debt to EBITDA of around
the low-1x area. In addition, given the company’s on-going subscriber base of more than 10 million and
expectations that this base will continue to provide fairly significant levels of net free cash flow from operations
after capital expenditures, the company has a good ability to reduce leverage even further over the next few
years, even with anticipated stock repurchases in the area of $3 billion. However, if the company’s operating
performance does not improve in 2006, then its outlook would be revised to negative. Longer term, the outlook
could be revised to positive if the company is able to demonstrate that it can maintain profitability metrics in the
face of heightened competitive threats.

Ratings List
Ratings Lowered, Off CreditWatch

ALLTEL Corp. To From

Corporate credit rating A-/Stable/A-2 A/Watch Neg/A-1
Senior unsecured debt A- A/Watch Neg
Preferred stock BBB BB+/Watch Neg

Ratings Lowered, Remain On CreditWatch

ALLTEL Georgia Communications Corp.
Corporate credit rating A-/Watch Neg/—  A/Watch Neg/—
Senior unsecured debt A-/Watch Neg A/Watch Neg

ALLTEL Communications Holdings of the Midwest Inc.
Corporate credit rating A-/WatchNeg/—  A/Watch Neg/—
Senior unsecured debt A-/Watch Neg A/Watch Neg

Complete ratings information is available to subscribers of
RatingsDirect, Standard & Poor's Web-based credit analysis system, at
www.ratingsdirect.com. All ratings affected by this rating action can
be found on Standard & Poor's public Web site at
www.standardandpoors.com; under Credit Ratings in the left navigation
bar, select Find a Rating, then Credit Ratings Search.
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Valor Communications Group Inc.
Ratings Placed On Watch Positive After Merger
Announcement

Primary Credit Analyst: Susan Madison, New York, (1) 212-438-4516;
susan_madison@standardandpoors.com

Rationale ‘

On Dec. 9, 2005, Standard & Poor’s Ratings Services placed its
ratings on Valor Communications Group Inc., including the ‘BB-
' corporate credit rating, on CreditWatch with positive
implications after the announcement that Valor will merge with
the newly formed wireline company created by the spin-off of
ALLTEL Corp.’s wireline business. Valor, an Irving, Texas-
based rural local exchange provider, has approximately $1.2
billion of outstanding debt.

The CreditWatch placement reflects our expectation that
the business and financial profiles for the new company will
be stronger than Valor’s current profiles. The new company
will be significantly larger and more geographically diverse,
serving approximately 3.4 million access lines across 16
states. As a result, opportunities for cost savings due to
increased operating efficiencies and the elimination of
duplicate overhead may result in improved margins. The
enhanced geographic diversity and predominantly rural nature
of the new company should also provide some protection from
competitive pressure.

Valor’s debtholders will also benefit from the lower
overall leverage of the proposed company. Pro forma for the
proposed transaction, debt to EBITDA for the merged entity
will be in the low 3x area, a material improvement from
Valor’s current 4.3x leverage. The company has also identified
a number of merger synergies, which should result in
substantial cost savings. Given our expectation that the new
company’s dividend policy will be fairly aggressive, coupled
with the competitive challenges currently facing the wireline
sector, any potential upgrade is likely to remain in the
speculative-grade category.

Valor and ALLTEL expect to complete the proposed spin-off
and merger transactions over the next 12 months. The merger 1is
conditional upon numerous state and federal regulatory
approvals, approval by Valor shareholders, and receipt of an
IRS ruling approving the tax-free treatment of the
transactions.

Standard & Poor’s review will focus on the merged
company’s ability to integrate operations and realize
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synergies, the impact of wireless substitution and cable
competition on the company’s revenue base, the ability of the’
combined company to effectively market new products and
services, and leverage and dividend policies.

Ratings List

Valor Communications Group Inc.
To From

by
Corporate credit rating BB-/Watch Pos/-- BB-/Négative/--

Valor Telecommunications Enterprises LILC

To From
Senior secured bank loan BB~/Watch Pos RB~
Recovery rating 3/Watch Pos 3
$400 mil. senior unsecured
notes due 2015%* B/Watch Pos B

*Co-issued by
Valor Telecommunications Enterprises Finance Corp.

<<BOILERPLATE>>



ALLTEL CreditWatch implications
Revised To Negative From Developing Re: Valor Spin-Off

Primary Credit Analyst: Catherine Cosentino, New York, ( 1) 212-438-7828,;
catherine_cosentino@standardandpoors.com :

Rationale

On Dec. 9, 2005, Standard & Poor’s Ratings Services revised
its CreditWatch listing for Little Rock, Ark.-based
diversified telecommunications carrier ALLTEL Corp. (‘A
corporate credit rating) to negative from developing. This
followed the company’s recent announcement that it will spin
off its wireline business and merge it with

Valor Communications Group Inc. Simultaneously, the ratings
for Valor, including its ‘BB-‘ corporate credit rating, were
placed on CreditWatch with positive implications (see related
research update).

" The original placement of the ratings on CreditWatch
developing encapsulated the small potential for a higher
rating. If the company were to delever substantially with a
spin-off or sale of its wireline business, a higher rating
would be possible. The negative part of the CreditWatch
developing incorporated the potential that a divestiture of
the wireline business without accompanying debt reduction
could pressure the credit metrics sufficiently to support a
downgrade. In addition, the negative portion of the
CreditWatch included the possibility that ALLTEL’s wireless
business risk profile was no longer supportive of the current
ratings, given competition from the four national operators.

The transaction, while de-leveraging, does not improve
credit metrics sufficiently to support a corporate credit
rating higher than the current ‘A’. Pro forma for the spin-off
and the company’s indicated intent to reduce debt by about $1
billion, ALLTEL is expected to be levered at about the low 1x
area. Further improvement will be tempered by expectations
that the company will have a more aggressive financial policy,
including its plan to engage in stock buybacks of up to $3
billion for the two years following the spin-off.

While the first concern in the negative part of the
CreditWatch developing has been eliminated, we still have
concerns about the company’s wireless business risk. We will
evaluate the company’s prospects in competing in its wireless
markets to determine if ALLTEL’s business risk can still
support its current rating. Our review will include an
assessment of the company's ability to combat potential
increased competition from the national carriers that may more
aggressively pursue business in ALLTEL's markets. We will also



assess ALLTEL's ability to continue to increase its retail
wireless subscriber base, which exhibited a relatively low
growth level for the third quarter of 2005, at less than 5% on
an annualized basis for its more mature heritage markets. If
our review indicates that ALLTEL’s business risk is
significantly weaker than that of the larger national wireless
carriers such as Verizon Wireless and Cingular, the ratings
will be lowered. However, it is likely that any downgrade of
the corporate credit rating and related debt that will remain
with ALLTEL will be limited to one notch, given the company’s
conservative balance sheet. Debt spun off to the new merged
wireline business, which includes debt at the operating
subsidiary ALLTEL Georgia Communications Corp. and ALLTEL
Communications Holdings of the Midwest Inc. (formerly Aliant
Communications Inc.), is likely to be lowered to non-
investment-grade, in line with expectations for ratings of the
new wireline company.

ALLTEL’s business risk profile does improve with the
spin-off of a segment subject to declining price and volume
trends, but such improvement is not material given that
- wireline including the communications Support business only

represents about one third of the company’s overall revenues
and operating cash flows.

Short-term credit factors
The ‘A-1’ short-term rating is also on CreditWatch negative,
since even a one-notch downgrade in the long-term rating would
result in a downgrade of the short-term rating to ‘A-2’. The
company derives strength for its near-term liquidity from its
ongoing generation of significant levels of net free cash flow
from operations after capital expenditures, which will not be
materially impaired by the spin-off of the wireline business,
given the latter’s small overall contribution. However, the
company has indicated that it plans to repurchase up to $3
billion of common stock after the completion of the spin-off,
thereby utilizing some of its near-term liquidity cushion. In
addition, ALLTEL has indicated that it will pay an ongoing
dividend to shareholders, albeit at modest levels, at about
$180 million. The company, however, will continue to have
access to borrowings under its $1.5 billion in revolving
credit facilities, which mature in 2009, and its $700 million
revolving credit maturing in July 2006. The revolving credit
agreements contain various covenants and restrictions,
including a requirement that, at the end of each calendar
quarter, ALLTEL maintain a total debt-to-capitalization ratio
of less than 65%.

In addition, ALLTEL has a definitive agreement for sale
of Western Wireless LLC’s Austrian operations for about $1.2



|
billion on an after-tax basis, which is expected to close in
early 2006. This will largely offset the $1.075 billion cash
requirements associated with the company’s pending acquisition
of Midwest Wireless Holdings. ‘

Ratings List .
Ratings Remain On CreditWatch, Implications Revised To
Negative From Developing

ALLTEL Corp.

!

To | From
Corporate credit rating A/Watch Neg/A-1 A/Watch Dev/A-1
Senior unsecured debt A/Watch Neg A/Watch Dev v
Preferred stock BB§+/Watch Neg BBB+/Watch Dev
ALLTEL Georgia Communications Corp.
Corporate credit rating A/Watch Neg/-- A/Watch Dev/--
Senior unsecured debt A/Watch Neg A/Watch Dev

ALLTEL Communications Holdings of the Midwest Inc. (formerly
Aliant Communications Inc.)
Corporate credit rating A/Watch Neg/-- A/Watch Dev/--
Senior unsecured debt A/Watch Neg A/Watch Dev

<<BOILERPLATE>>



STANDARD
&POOR'S

Credit Rating:
A/Watch Dev/A-1

s

< Primary Credit Analysts.

Catherine Cosentino
New York

(1) 212-438-7828
catherine_cosentino@
standardandpoors.com

RatingsDirect
Publication Date

Nov. 21, 2005

e G 3 ; Bl ]

ALLTEL Corp atings Remain On
CreditWatch Developing

Rationale

On Nov. 21, 2005, Standard & Poor’s Ratings Services indicated that the ratings of Little Rock, Ark.-
based diversified telecommunications carrier ALLTEL Corp. (*A’ corporate credit rating) remain on
CreditWatch with developing implications. This follows the company’s announced definitive
agreement to acquire Midwest Wireless Holdings for $1.075 billion in a cash transaction. This
purchase includes wireless licenses covering approximately two million potential customers, network
assets, and approximately 400,000 customers in select markets in southern Minnesota, northern and
eastern lowa, and western Wisconsin. The ratings for ALLTEL were placed on CreditWatch with
developing implications on Sept. 23, 2005. At that time, ALLTEL announced it had begun a formal
process to assess the market environment for strategic repositioning options related to its wireline
business. On its third-quarter earnings call, ALLTEL indicated that the process will likely conclude
with either a spin off of the local telephone business to shareholders or a transaction that allows the
company to merge its wireline business with another independent telephone company and it expects to
announce its plan by the end of 2005. If the company chooses to spin off the wireline assets without a
significant amount of debt, this could adversely affect ALLTELs credit profile. Given the company’s
proclivity for acquisitions and the associated cash requirements and integration issues surrounding
transactions such as Midwest Wireless, there is not a great likelihood that the rating will be raised,
even if a significant amount of debt is spun off with the wireline assets. Our review of ALLTEL will
also include an assessment of the company’s ability to combat potential increases in competition from
the national carriers who may more aggressively pursue business in ALLTEL s markets and
ALLTEL’s ability to continue to increase its retail wireless subscriber base, which exhibited a
relatively low growth level for the third quarter of 2005, at less than 5% on an annualized basis for its
more mature heritage markets. Given our concerns about ALLTEL s competitive stance in its wireless
markets and the potential for its capital structure to be more leveraged from the spin off of the wireline

business, a potential ratings downgrade could exceed one notch.
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ALLTEL Corp. Ratings Placed On
CreditWatch Developing, On Potential
Wireline Strategic Plans

(’ ~ Credit Rating:

- AWeich Dev/A Rationale
Primary Credit Analyst
Catherine Cosenting On Sept. 23, 2005, Standard & Poor’s Ratings Services placed its ‘A’ long-term and ‘A-1” short-term
R%;%B 8 ratings on Little Rock, Ark.-based wireless and local exchange carrier ALLTEL Corp. on
catheri;le"cosenﬁm@ CreditWatch with developing implications. The action follows the company’s announcement that it
standardandpoors.com has begun a formal process to assess the market environment for strategic repositioning options related

to its wireline business. ALLTEL has not disclosed any transaction details, but indicated that it will
provide a further update when it announces third-quarter earnings results in late October.

Without specific transaction information, the effects of any strategic repositioning or capital structure
changes on the overali credit profile are unclear. If any transactions improve the company’s ability to
meet our maximum 1.5x debt to EBITDA target (including adjustments for operating lease and
unfunded pension and other post retirement benefit obligations) by year-end 2006, and lessen
exposure to the mature wireline segment, the ratings could be affirmed. Transactions intended to
enhance shareholder value, including higher dividend payouts or share repurchases, could be
detrimental to credit quality. As more detailed information on the company’s plan is announced, the

CreditWatch placement will be revised to reflect our assessment of the potential rating effects.

RatingsDirect
Publication Date

Sept. 23, 2005
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Western Wireless LL.C Ratings Raised;
Removed From CreditWatch On
Completion Of ALLTEL Merger

Rationale

On Aug. 3, 2005, Standard & Poor’s Ratings Services upgraded its ratings of Bellevue, Wash.-based
regional wireless carrier Western Wireless LLC (Western Wireless), the successor by merger to
Western Wireless Corp., including the long-term corporate credit rating, which was raised to ‘A’ from
‘B-’. The ratings simultaneously were removed from CreditWatch, where they were placed with
positive implications on Jan. 10, 2005, following the announced merger agreement between Little
Rock, Ark.-based diversified telecommunications carrier ALLTEL Corp. (ALLTEL) and Western
Wireless. We withdrew the rating on Western Wireless’ $1.5 billion of secured bank facilities,
because borrowings under this facility have been repaid by ALLTEL. At the same time, we affirmed
the existing ratings on ALLTEL, including the ‘A’ corporate credit rating. We also assigned our ‘A’
rating to ALLTEL’s $700 million unsecured revolving credit maturing in 2006. The outlook is
negative. These actions follow the recent completion of the merger between ALLTEL and Western
Wireless. Pro forma debt for the combined company as of March 31, 2005, was about $5.6 billion.

The ratings on ALLTEL benefit from a well-managed regional wireless business, which has
experienced good subscriber growth and postpaid churn in line with industry averages. The
company’s credit profile also is largely bolstered by the strength and stability of its incumbent local
exchange carrier business, albeit in an increasingly competitive environment. The wireline business
constitutes about one-third of the company’s overall revenue base. With the Western Wireless merger,
ALLTEL’s domestic wireless business is expected to be about 67% of its total revenues. Ratings on
ALLTEL also reflect the company’s significant financial strength (as demonstrated by its generation
of 'about $840 million in net free operating cash flow after capital expenditures and common and
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Western Wireless LL.C Ratings Raised; Removed From CreditWatch On Completion Of ALLTEL Merger
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the end of 2006. The $izable free operating cash flow that ALLTEL generates provides it with the flexibility to

achieve this.

Short-term credit factors

Our short-term rating on ALLTEL is ‘A-1". Strong liquidity and significant access to capital are evidenced by:

® Pro forma for the for the recently completed acquisition of Westem Wireless, which included $993.4 million
in cash payments, the pending $500 million sale of Westem’s wireless operations in Ireland, and $1.4 billion
of cash received in May for exercise of equity purchase 'commitments, cash and marketable securities totaled
$595.1 million as of March 31, 2005. However, some of this cash may be used for the pending tender of
$600 million of Western Wireless® 9.25% senior notes. '

= Net free cash flow after working capital, capital expenditu}es, and common and preferred dividends of $407
million for the first quarter of 2005, This magnitude of net free cash flow provides the company ample
resources to repay future maturities, !

= Relatively modest long-term debt maturities of $673.8 million at March 31, 2005.

® The company’s access to borrowings under its $1.5 billion in revolving credit facilities, which mature in
2009 and its $700 million revolving credit maturing in July 2006, which it obtained on August 1, 2005.

EWestem Wireless” international assets provide a significant source of added liquidity. ALLTEL already has
an agreement in place to sell the Irish wireless business and has indicated that it will continue to pursue
disposition of Western Wireless® remaining international assets.

While the company’s short-term liquidity is very strong, its ability to access borrowings under its bank facility

contains certain limitations:

® Under the company’s $1.5 billion commercial paper program, borrowings are deducted from the revolving
credit agreements in determining the amount available for borrowing under those agreements. Accorﬂingly,
the total amount outstanding under the commercial paper program and the indebtedness incurred under the
revolving credit agreements may not exceed $1.5 billion. As of March 31, 2005, the company had $50
million outstanding under its commercial paper program.

® The revolving credit agreements contain various covenants and restrictions, including a requirement that, at
the end of each calendar quarter, ALLTEL maintain a total debt-to-capitalization ratio of less than 65%. As
of March 31, 2005, ALLTEL’s debt to capitalization was well below this threshold, at 43.5%.

Recovery analysis
The company’s $2.2 billion in bank loans are rated at the same level as the corporate credit rating, Because the
facilities are unsecured, the banks would be on par with other unsecured creditors in the event of a payment

default,

Outlook

The outlook is negative. ALLTEL faces the challenge of defending its businesses in an increasingly competitive
environment in both the wireline and wireless sectors. Ratings could therefore be under pressure if the company
is not able to continue to successfully maintain its current relative competitive stance through aggressive
marketing, service quality, and diverse product offerings. ALLTEL needs to be on a trajectory to improve its
net debt to EBITDA to no more than 1.5x on a lease-adjusted basis, including unfunded pension and other post

retirement benefit obligations, by year-end 2006 in order to maintain the rating.

www.standardandpoors.com 3
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ALLTEL Ratings Affirmed And Off Watch;
Western Wireless Ratings Still Watch Positive

Primary Credit Analyst(s): Catherine Cosentino, New York (1) 212-438-7828;
catherine_cosentino@standardandpoors.com ,

Rationale

On Jan. 28, 2005, Standard & Poor’s Ratings Services affirmed
its ratings on Little Rock, Ark.-based diversified
telecommunications carrier ALLTEL Corp., including the ‘A’
long-term and ‘A-1’ short-term corporate credit ratings. All
ratings were removed from CreditWatch, where they were placed
Jan. 10, 2005 with negative implications following the
announced merger agreement between ALLTEL and Western Wireless
Corp. The outlook on ALLTEL is negative.

The ratings for Western Wireless Corp. remain on
CreditWatch with positive implications and will be raised to
the level of ratings on ALLTEL when the merger is completed.
As of Sept. 30, 2004, ALLTEL and Western Wireless had $5.6
billion and $2.2 billion of total debt outstanding,

_respectively.

Near-term pressures on the company’s credit metrics from
merger-related incremental debt are largely offset by the
improvement contributed to ALLTEL’s business profile from the
combination with Western Wireless. This, coupled with the
expectation for improvement in credit metrics within the next
year, provides the basis for the affirmation of the ALLTEL
ratings. Yet ALLTEL, like all other carriers, faces the
challenge of defending its businesses in an increasingly
competitive environment for both the wireline and wireless
sectors. Ratings could therefore be under pressure if the
company is not able to continue to successfully maintain its
current relative competitive stance through aggressive
marketing, service quality, and diverse product offerings.

Ratings on ALLTEL benefit from a well-managed regional
wireless business (contributing about 60% of total revenues)
that has experienced good subscriber growth and postpaid churn
in line with industry averages. The company’s credit profile
is also largely bolstered by the strength and stability of its
incumbent local exchange carrier business, albeit in an
increasingly competitive environment. The wireline business
constitutes about one-third of the company's overall revenue
base. With the Western Wireless merger, ALLTEL'’s domestic
wireless business will comprise about 67% of its total
revenues.

Western represents about 1.4 million domestic customers
in 19 Western and Midwestern states contiguous to ALLTEL’s



company has a substantial long-distance market share in its
local exchange franchise. )

The profitability of ALLTEL's wireline business will
continue to benefit from digital subscriber line (DSL)
deployment. However, the company’s access line base has been
adversely affected by broadband competition from cable modems,
as well as by some wireless substitution. These factors,
coupled with ALLTEL’s decision to exit competitive local
exchange carrier markets in seven states, resulted in a 3%
reduction in total wireline customers for 2004. However, such
loss is partially offset by the growth of the company’s own
DSL broadband services, with DSL subscribers growing by 59%
for 2004 to a base of about 243,000, representing 8%
penetration of total access lines.

ALLTEL’s net debt to EBITDA was about 1.6x for 2004
(including about $1.38 billion of equity unit-related debt and
operating lease adjustments). Pro forma for the Western
Wireless merger, net debt to EBITDA could be slightly higher,
in the 1.7x area for 2005, assuming a mid-year closing of the
transaction. The ratings incorporate the expectation that the
company will be able to improve this metric to no more than
1.5 on a lease-adjusted basis by the end of 2006. The sizable
free operating cash flow that ALLTEL generates provides it
 with the flexibility to achieve this. Moreover, the equity
‘purchase commitments associated with the company’s $1.38
billion of equity unit-related debt, which are triggered in
mid-2005, will result in either the elimination of about $1.38
billion of debt or the receipt of an equivalent amount of
cash. In the latter case, ALLTEL would issue equity in
exchange for an approximate like amount of cash, subject to
price collars.

Short-term credit factors.

The short-term rating on ALLTEL is ‘A-1’. Strong liquidity and
significant access to capital are evidenced by:
¢ Cash and marketable securities totaling $485 million as
of Dec. 31, 2004.
¢ Net free cash flow after working capital, capital
expenditures, and common and preferred dividends of $840
million in 2004. This magnitude of net free cash flow
provides the company ample resources to repay future
maturities.
e Relatively modest long-term debt maturities of $225
million at Dec. 31, 2004.
¢ The fact that more than half of the $2.3 billion in
maturities for 2005-2007 is attributable to the maturity
of equity unit-related debt maturing in 2007. Such debt
will either be converted to equity or defeased through



- ) Corporate credit rating

C Unsecured bank loan
Senior unsecured debt
Preferred stock
Commercial paper

Western Wireless Corp.
Corporate credit rating
Senior secured bank debt
Senior unsecured debt
Subordinated debt

A/Negative/A-1
A

A

BBB+

A-1

B-/Watch Pos
B-/Watch Pos
CCC/Watch Pos
CCC/Watch Pos



48. Provide any securities analyst reports that discuss or assess the Alltel wireline

corporate spin off.

Response:

Attached hereto are all analysts reports received by Alltel that discuss or assess the

Alltel wireline corporate spin off.
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< ‘ L “Alitel Corporatiol
STIFEL | . AT=NYS|

NICOLAUS

- Telecom Services :
From To December 9, 20(
Cha‘"ges (Previous) (Current) Alitel, Valor Reach Deal to Spin Alitel's Wireline Segment for
Rating - Buy | $9.1 billion
Target Price - $72.00
FYOSE EPS - $3.50 | christopher C. King (410) 454-5775 ceking@stifel.com
FYO6E EPS - $3.56 !
Data

gtf:ck 1 23/;/05 . s64.82| ° In a deal valued at $9.1 billion, Alitel announced that it has reached ¢
rice ( " ): ' agreement with Valor to spin off its wireline segment and merge th:
52-Week Range: ' $68 - $54 business with Valor in a tax-free transaction to Alitel shareholders. Th
Market Cap.($mm): $251502 | deal values Alltef's wireline segment at 6.9x our 2006 EBITDA foreca:
Shr.O/S-Diluted (mm): 388.0 for the operation, (6.25x 2006E EBITDA including the communication
Enterprise Val. ($mm): $28,853.4 support operations) or approximately $3,116 per access line. .
Avg Daily Vol (3 Mo): 1,693,350 | . Existing Alltel shareholders will maintain one share of Alitel and receiv
LT Debt/Total Cap.: 22.9% 1.06 shares of Valor for each share of Alitel they current own (with Valc
Net Cash/Share: $1.81 issuing approximately 400 million shares); the new company will pay
Dividend ($): $1.54 $1.00 per share dividend and will assume all of Alltel's current debt ¢
Yield (%): 2.4% approximately $4.2 billion. . ‘ »
Book Value/Share: $21.73 | * Following the close of the transaction, Alitel plans a $3 billion shar

S&P Index: 1,255.84 buyback program and a $1 billion debt reduction (which is debt th
company will assume as part of the pending $1.08 billion Midwes
Wireless acquisition), in addition to paying a $0.50 per share dividen

. EPS (Net) 2004A  200SE  2006E (down from its current $1.54/share dividend policy).

at $0.71A $0.84A  NE| . At Valor's current valuation, we estimate the new wireline business wi
Q2 0.85A  0.90A NE|  trade at approximately 6.4x 2006E EBITDA, with a dividend yield o
Q3 0.92A  0.90A NE approximately 8.2%, while generating approximately $925 million ir
Q4 0.89A  0.86 NE pre-tax free cash flow for the full-year 2006, by our estimates. As of this
FY Dec $3.37A $350 $3.55 writing, the cash tax status of the new wireline company (Valor's curren
PIE 19.2x  18.5x  18.3x NOL position) remains unclear, although the new wireline company is
Revenue (Net) $8.25B $9.52B $10.588 guiding toward a 65%-70% dividend payout ratio.
EV/Revenue 3.5x 3.0x 2.7x

Note that our current 2005 and 2006 EPS and
revenue estimates exclude the impact of the
WWCA transaction.

1-Year Price History for AT .7:'7
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Following the close of the deal, and in line with our previously stated thesis, we believe this transaction dresses Allt

up for a possible acquirer, such as Verizon or Sprint Nextel. The remaining wireless business will be essential

debt-free, while the wireless segment will generate approximately $2.8 billion in 2006 run-rate EBITDA (assuming a fi
year of Midwest Wireless), by our estimates.

The valuation of Alitel's remaining business appears very attractive to us at current levels. Assuming the wirelir
business holds $12.85 per share in value (Valor's current share price times 1.05), we estimate Alitel's wireles
business would be valued at approximately 7.1x 2006E EBITDA, assuming an approximate $20 billion enterprise valt
and $2.8 billion in 2006 EBITDA (pro forma for the Midwest Wireless transaction). As the company reduces thi
enterprise value to something approaching $19 billion (with an approximate $1 billion in free cash flow generated owvi
the next five quarters), the company's wireless operations could have a mere 6.7x 2006E EBITDA multiple once th
balance sheet is finalized. The multiple could lower to as much as 5.8x 2007E EBITDA, given our preliminai
assumptions. '

Valor will continue to pay its dividend through the close of the transaction, which is expected in mid-2006. The 'ne'
wireline company will have significantly lower leverage and payout ratios than Valor does currently. The newly forme
wireline business will create approximately $40 million in annual synergies according to both companies, with littl
integration risk in our opinion, as Valor currently uses Alltel's billing system across its footprint.

The new company's leverage will fall from Valor's current 4.4x to approximately 3.2x, while its payout ratio will fall fror
Valor's current 75%-80% to 65%-70%. Alitel's current CFO Jeff Gardner will run the newly formed wireline compan
and it will be headquartered in central Arkansas.

Both companies are conducting conference calls this morning--Alitel's will be at 9am EST at 866-831-6162 (pass cod
74875056) while Valor's will be at 11am EST at 800-218-0204.

We believe the tax-free nature of this transaction makes it a win-win for both companies involved. Valor's shareholder
benefit from the increasing scale and synergies, as well as a delevered balance sheet and more secure dividend goin;
forward, while Alltel shareholders will likely benefit from the improved growth profile of the new Alltel, which could mak:
the company a likely takeover candidate within the next 12-24 months, in our opinion.

Company Description
Alltel is a customer-focused communications company with more than 15 million customers in 36 states and nearly $1
billion in annual revenues.
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|, Christopher King, certify that the views expressed in this research report accurately reflect my persor
views about the subject securities or issuers; and |, Christopher King, certify that no part of my compensati
was, is, or will be directly or indirectly related to the specific recommendation or views contained in t

research report.
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Rating and Price Target History for: Alitel Corporation (AT) as of 12-08-2005 - -
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2003

2005

UR - Under Review
NR - No Rating

NA - Not Applicabile
RS - Rating Suspended

For a price chart with our ratings and target price changes for AT go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=AT

-z - Rating and Price Target History for: Valor Communications Group, Inc. (VCG) as of 12-08-2005
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o~
10
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Rating Key
B-Buy UR - Under Review
H - Hold NR - No Rating
$-Seli NA - Not Appiicabiie
i~ Initiaon RS - Rating Suspended
0 - Dropped
Created ty Biuehtditrix:

For a price chart with our ratings and target price changes for VCG go to
http://sf.bluematrix.com/bluematrix/Disclosure?ticker=VCG

Valor Communications Group, Inc. is a client of Stifel, Nicolaus & Company, Inc. or was a client of Stifel Nicolaus or the

prior owner of part of the Stifel Nicolaus Capital Markets business within the past 12 months.
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Valor Communications Group, Inc. is provided with investment banking services by Stifel, Nicolaus & Company, Inc.

was provided with investment banking services by Stifel Nicolaus or the prior owner of part of the Stifel Nicolz
Capital Markets business within the past 12 months.

Stifel, Nicolaus & Company, Inc., the prior owner of part of the Stifel Nicolaus Capital Markets business or one of th
respective affiliates has received compensation for investment banking services from Valor Communications Grot
inc. in the past 12 months. ‘

Stifel, Nicolaus & Company, Inc. or an affiliate expects to receive or intends to seek compensation for investme
banking services from Alltel Corporation in the next 3 months.

Stifel, Nicolaus & Company, Inc. or an affiliate expects to receive or intends to seek compensation for investme
banking services from Valor Communications Group, Inc. in the next 3 months.

Stifel, Nicolaus & Company, Inc., the prior owner of part of the Stifel Nicolaus Capital Markets business or one of the
respective affiliates managed or co-managed a public offering of securities for Valor Communications Group, Inc. in ti
past 12 months.

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-yieldin
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 Hol
rating is also used for those higher-yielding securities where we are comfortable with the safety of the dividend, bt
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, 40% are rated Buy, 59% are rated Hold, and 1% are rated Sell.

Within the last 12 months, Stifel, Nicolaus & Company, Inc. or the prior owner of part of the Stifel Nicolaus Capital
Markets business has provided investment banking services for 31%, 27% and 33% of the companies whose shares
are rated Buy, Hold and Sell, respectively.

We also use a Risk rating for each security. The Risk ratings are Low - 1, Average - 2, and High - 3 and are based
primarily on the strength of the balance sheet and the predictability of earnings.

Additional Disclosures

The rating and price target history for Alitel Corporation and its securities prior to December 1, 2005 on the above price
chart reflects the research analyst's views while employed at the prior owner of part of the Stifel Nicolaus Capital
Markets business.

The rating and price target history for Valor Communications Group, Inc. and its securities prior to December 1, 2005
on the above price chart reflects the research analyst's views while employed at the prior owner of part of the Stifel
Nicolaus Capital Markets business.

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. ‘

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, its 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.
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December 9, 20/
\

This investment research report is classified as objective for the purposes of the FSA requirements relating to Confiict
of Interest management. No investments or services mentioned are available in the European Econornic Area to

private customers or to anyone in Canada other than a Designated Institution. Additional information is available upon
request. Please contact a Stifel Nicolaus entity in your jurisdiction.

Additional Information Is Available Upon Request -
© 2005 Stifel, Nicolaus & Company, Incorporated 100 Light Street Baitimore, MD 21202
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Alltel Corp. Unchan
' ' Price target uss?
Wireline Spin/Merger with Valor Unchan
®  $9.1 Billion Transaction (6.6 times 2006E wireline EBITDA) Price Usse
Transaction will be tax-free with AT shareholders owning about 83% of the new RIC: AT.N BBG:ATUS
entity. Valor will issue about 400 million shares (1.05 VCG shares per AT share) '
and assume $4.2 billion of debt. NewCo will be levered at about 3.2x trailing | 12 December
EBITDA. NewCo will pay an annual dividend of $1.00 per share (65%-70%  Irading data i
payout ratio). Annual synergies are expected to be roughly $40M. fdz;r"k';'(gp"ge US%J';:Z’
B AT Will Become a Pure Wireless Play Shares ols
Post the spin, AT will essentially become a pure play wireless business. However, Free float
for reasons discussed in this note, we don't anticipate that it will be acquired in the ﬁzg' g:;g :::x:'fum;
near term. Post the spin, AT will begin paying an annual dividend of $0.50. -
Proceeds of $4.2 billion from the wireline transaction will be used to retire debt Balance sheet data 12/05E
and buy back shares. - Shareholdess' equity usst
P/BV (UBS)
B At current prices, we continue to prefer Sprint Nextel Net cash {debt) (Uss4!
We estimate that AT is trading at 7.3 times 2006E EBITDA, vs. Sprint Nextel Forecast retums
which is trading at 5.6 times 2006E EBITDA. Excluding the wireline businesses, Forecast price appreciation p
AT's wireless is trading at 7.7 times our 2006E wireless EBITDA (vs. 5.6x 2006E Forecast dividend yield
for S). Forecast stock retum +1
Market return assumption
B Valuation: Discounted Cash Flow Analysis Forecast excess return +
We use a WACC of 8.6%, based on a 5% cost of debt, a 10% cost of equity, and a
target debt ratio of 20%. We assume a 3% growth in perpetuity of free cash ~ EPS(UBS, US$)
flowfor a terminal multiple of 7.8 times our 2010 EBITDA estimate. 12/05€ 1
From To Cons. At
(6] - 0.84 0.64
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Net dividend yield % 2.8 24 24 E::::grf- v-gw ugm Etsn i E—-—gmg . ogm (Enslg
Source: Company accounts, Thomson Financial, UBS estimates. UBS adusted EPS is stated belore gooowill-related charges and other adf for Tk P s ans)
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Valuations: based on an average share price that year, (E); based on a share price of US$64.54 on 12 Dec 2005 10:56 EST www.ubs.comfinvestmentresearch
Colette M. Fleming, CFA  Timothy Lee, CFA
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Securities LLC
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Summary

ALLTEL announced last Friday, November 9 its plan to spin off its wireline
business and simultaneously merge it with Valor Communications Group. The
spinoff will be done on a tax-free basis where AT sharcholders will own
approximately 85% of new wireline entity (“NewCo”). Valor. will issue
approximately 400 million shares to ALLTEL shareholders (approximately 1.05
Valor shares per AT share) and assume $4.2 billion in debt for a total transactlon
value of about $9.1 billion. This equates to a multiple of 6.4 times trallmg 12-
month EBITDA and approximately 6.6 times our projected 2006 EBITDA. The
purchased price equates to approximately $3,100 per a(l:cess line (as of 9/30/05).

The wireline assets to be spun-off and merged with Valor include ALLTEL’s
wireline segment along with the majority (roughly 60% of the EBITDA) of the
communications segment. For the communications business, it is our
understanding that 100% of the publishing and telecom services will go with the
wireline entity, along with a portion of the long distance segment (the retail
business) and the wireline portion of the communications products (the majority
of product distribution will stay with the wireless company).

What do we think of the transaction? We think that the separation of the
wireline and wireless business makes sense as we believe that wireless will be
continue to be a major threat to the wireline revenue streams. We believe that
investors, as well as ourselves, were slightly disappointed in the ultimate
transaction value of $9.1 billion, given the $10 billion price tag that was being
cited in the press prior to the announcement. However, we think that $9.1
billion, or 6.6 times our projected 2006 EBITDA is attractive for an asset that
we project will have declining cash flow in perpetuity.

The transaction is expected to close in the late spring to early summer of 2006.
Required approvals include Valor shareholders, FCC, DOJ and applicable state
PUCs. Before updating our model, we need additional information, which we
expect the company to provide in the coming months. The company is hosting
an analyst day in New York on February 1, 2006.

We continue to rate ALLTEL a Neutral 1. Although we believe that there could
be upside to our current price target from the wireline transaction, we do not
believe that it would be great enough to warrant a buy recommendation given
the current trading level.

We continue to favor Sprint Nextel (Buy 2 rating, $33 price target) over
ALLTEL. At current prices, we estimate that ALLTEL is trading at 7.3 times
our projected 2006 consolidated EBITDA. If we adjust for the wireline
transaction, valued at 6.6 times our projected 2006 wireline EBITDA (which
incorporates 100% of the wireline EBITDA forecast and 57% of the
communications support EBITDA projections), we calculate that the wireless

ugs 2
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business is trading at about 7.7 times our 2006 wireless EBITDA estimate
(including the remaining portion of the communicafions support EBITDA). This
compares with Sprint Nextel, which is currently trading at approximately 5.6
times our projected 2006 consolidated EBITDA. If we adjust for Sprint Nextel’s
local (wireline) business at a value of 6.0 times estimated 2006 EBITDA, we
arrive at a multiple of only 5.6 times our 2006 estimated EBITDA for the
wireless business (which includes the long distance segment).

NewCo (the pro forma Wireline Business). NewCo will serve a total of 3.4
million access lines in 16 states (AT’s 2.9M lines and Valor’s 0.5M), making it
one of the premier RLECs. NewCo’s top management will be mostly comprised
of ALLTEL management, including its Chairman, CEQO, CFO, and COO
positions. Skip Franz, ALLTEL’s General Counsel and the Executive Secretary
of the Board, will become the Chairman of NewCo. Jeff Gardner, currenily
ALLTEL’s CFO, will become President and CEO of NewCo. John Koch is
named the COO and Brent Whittington will become the CFO.

The pro forma wireline entity will be levered at 3.2 times EBITDA for the
trailing four quarters. Management noted that this capital structure gives NewCo
room to seek strategic opportunities, including further consolidation. NewCo’s
core focus will on further increasing broadband and feature product penetrations
and expanding service offerings (i.e. Video).

On a pro forma basis (using the trailing four quarters), NewCo will have about
$3.4 billion in revenues and approximately $1.7 billion in EBITDA (roughly
50% EBITDA margin including the communications support business and
roughly 57% margin excluding communications support). NewCo is expected to
generate net annual synergies of $40M as a result of combining AT’s wireline
and Valor. Management expects the integration of Valor and AT wireline to go
smoothly as Valor currently utilizes AT’s billing system.

NewCo will pay an annual dividend of $1.00 after the deal close, which is
expected by mid-2006. This implies a payout ratio of 65%-70% versus Valor’s
current payout ratio of 75%-78%. Although management indicated a dividend
increase in the near term is unlikely (Valor currently pays $1.44), they seemed
confident that 65%-70% payout would be sustainable for the foreseeable future.
Management noted that the net present value of the NOLs at Valor is about
$250M, which should further solidify NewCo’s liquidity position.

ALLTEL’s Wireless Business. Post the spin, AT’s wireless business will
essentially become a pure play wireless company. It is expected to pay an
annual dividend of $0.50 after the deal closes. NewCo is contemplating an
MVNO relationship with AT wireless. Currently AT’s wireline business
overlaps in about 50% of AT’s wireless markets. ALL.TEL wireless is expected
to receive proceeds of about $4.2 billion from the wireline spin, with $1 billion
expected to go towards debt reduction and $3 billion earmarked for a two-year
stock repurchase plan. Leverage at the wireless business is expected to be
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roughly 1 times EBITDA after taking into account the stock repurchase and the
announced dividend paymeﬁts. Given the low leverage of the wireless company,
we could see the company continuing to acquire smaller rural wireless
_ operators. ' .
!

Despite recent speculations over M&A opportunities involving AT’s wireless
assets; we do not see the rationale for ALLTEL’s wireless business to be
acquired in the near term. And we believe that there could be limited buyers for
the asset. ‘ \

We believe that it is unlikely that Cingular or T-Mobile would be very
motivated to acquire ALLTEL wireless assets due to the different technology
platforms (AT ‘s customer base primarily uses CDMA and Cingular and T-
Mobile’s subscribers are GSM). We believe that Sprint Nextel would not be
interested at the current trading levels given the valuation gap described above.
Also, by merging with Nextel, Sprint increased its spectrum position and gained
access to Nextel’s valuable 850 MHz frequencies, which should improve its
coverage.

With regard to Verizon Wireless, we note that it already has a master roaming
agreement with ALLTEL that runs through January 2010. We believe that the
roaming rates, which are reciprocal, are very cost efficient for both operators.
Also, by our estimate AT wireless’ 850 MHz market overlap with Verizon
Wireless’ 850 MHz markets is over 40% thus creating a significant potential
divestiture requirement if the two companies were to merge. For these reasons,
we don’t see why Verizon Wireless would be in such a hurry to acquire
ALLTEL. And, it is not clear that Verizon Wireless would have to pay a
significant premium to acquire the asset if there are a limited number of
potential acquirers.

Finally, we note that there is a glut of new spectrum coming to the market in
2006 (i.e. 90 MHz via AWS auction), which could temper the national carriers’
acquisition appetite in the near term.
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= Alitel Corp.

ALLTEL Corp. is a communications services company whose subsidiaries
provide wireless, local telephone, long-distance, Internet, and highjsp'ebd data
services to residential and business customers in 36 states. ALLTEL completed
its acquisition of Western Wireless in a $6 billion transaction on August 1, 2005.
ALLTEL has approximately 30 MHz of spectrum in its territories, covering 76.4
million licensed POPs and 10.5 million subscribers. by

m Statement of Risk

Our price target for ATLLTEL assumes the succés'sful integration of the
Western Wireless merger and Cingular divestitures. Additionally, ALLTEL
intends to divest all of its international assets by the end of the first quarter of
2006. A major disruption in operations due to these activities could impact our
valuation.

m Analyst Certification

Each research analyst primarily responsible for the content of this research
report, in whole or in part, certifies that with respect to each security or issuer
that the analyst covered in this report: (1) all of the views expressed accurately
reflect his or her personal views about those securities or issuers; and (2) no part
of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the
research report.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an afﬁliateﬂof UBS AG (UBS).

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concemning UBS research recommendations,

please visit www.ubs.com/disclosures.

UBS Investment Research: Global Equity Ratings Definitions and Allocations

\

UBS rating Definition UBS rating Definition Rating category Coverage' IB services®
FSRis > 10% above FSR is > 10% above o
Buy 1 the MRA, higher Buy 2 the MRA, lower degree Buy 37% 35%
degree of predictability of predictability
FSR is between -10% FSR is between -10%
and 10% of the MRA, and 10% of the MRA, o o
Neutral 1 higher degree of Neutral 2 lower degree of Hold/Neutral 50% 32%
predictability predictability
FSRis > 10% below FSRis > 10% below
Reduce 1  the MRA, higher Reduce 2  the MRA, lower degree Sell 13% 28%

degree of predictability

of predictability

1: Percentage of companies under coverage glbbally within this rating category.
2: Percentage of companies within this rating category for which investment banking (IB) services were provided within the past

12 months.
Source: UBS; as of 30 September 2005.

KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12

months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (an approximation of the

equity risk premium).

Predictability Level The predictability level indicates an analyst's conviction in the FSR. A predictability level of '1' means that
the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. A predictability level of '2' means
that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock’s price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Rating/Return Divergence (RRD) This qualifier is automatically appended to the rating when stock price movement has
caused the prevailing rating to differ from that which would be assigned according to the rating system and will be removed
when there is no longer a divergence, either through market movement or analyst intervention.

EXCEPTIONS AND SPECIAL CASES

US Closed-End Fund ratings and definitions are: Buy: Higher stability of principal and higher stability of dividends; Neutral:
Potential loss of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk.

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount;
Reduce: Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-10% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Companies Mentioned table in the relevant research piece.
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Companies mentioned
Company Name Reuters Rating Price Price dateftime
Alitel Corp.*™ AT.N Neutral 1 US$65.88 09 Dec 2005 19:40 EST
Sprint Nextel*457:81825 SN Buy 2 US$24.90 09 Dec 2005 19:40 EST

Source: UBS. EST: Eastern standard time.

2.

UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company or one of its affiliates within the past three years.

UBS Securities LLC is acting as advisor to Alamosa PCS on its announced agreement to be acquired by Sprint Nextel.

Within the past three years, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

This company is, or within the past 12 months has been, a client of UBS Securities LLC, and non-investment banking
securitiq‘s-related services are being, or have been, provided.

Within the past 12 months, UBS Securities LLC has received compensation for products and services other than
investment banking services from this company.

The equity analyst covering this company, a member of his or her team, or one of their household members has a long
common stock position in this company.

18. - UBS Securities LLC and/or UBS Capital Markets LP makes a market in the securities and/or ADRs of this company.

25. UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last month's end

(or the prior month's end if this report is dated less than 10 working days after the most recent month's end).

i .
Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Sprint Nextel Corporation (USS$)
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Source; UBS; as of 9 December 2005.

Note: On October 13, 2003, UBS adopted new definition criteria for its rating system. (See 'UBS Investment Research: Global
Equity Ratings Definitions and Allocations' table for details.) Between January 11 and October 12, 2003, the UBS ratings and
their definitions were: Buy 1: Excess return potential > 15%, smaller range around price target; Buy 2: Excess return potential >
15%, larger range around price target; Neutral 1: Excess return potential between -15% and 15%, smaller range around price
target; Neutral 2: Excess return potential between -15% and 15%, larger range around price target; Reduce 1: Excess return
potential < -15%, smaller range around price target; Reduce 2: Excess return potential < -15%, larger range around price target.
Prior to January 11, 2003, the UBS ratings and definitions were: Strong Buy: Greater than 20% excess return potential, high
degree of confidence; Buy: Positive excess return potential; Hold: Low excess return potential, low degree of confidence;
Reduce: Negative excess return potential; Sell: Greater than 20% negative excess return potential, high degree of confidence.
Under both ratings systems, excess return is defined as the difference between the FSR and the one-year local market interest
rate.
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Global Disclaimer

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG (UBS). In certain countries UBS AG is referred to as UBS SA.
This report is for distribution only under such circumstances as may be permitted by applicable law. it has no regard to the specific investment objectives, financial situation or particular needs
of any specific recipient. lt is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No
representation or wamanty, either express or implied, is provided in refation to the accuracy, completeness or reliability of the information contained herein, except with respect to information
conceming UBS AG, its subsidiaries and affiliates, nor is it intended to be a compl tatement or y of the securities, markets or developments referred to in the report. The report
should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this report are subject to change without notice and may differ or be
contrary to opinions expressed by other business areas or groups of UBS as a result of using difierent assumptions and criteria. The analysis contained herein is based on numerous
ptions. Different ptions could result in materially different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, seles
personnel and other constituendies for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep cument the information
contained herein. UBS relies on information barriers o controt the flow of information contained in one or more areas within UBS, into other areas, units, groups or affiiates of UBS. The
compensation of the analyst who prepared this report is determined exclusively by research management and senior management (not including investment banking). Analyst compensation &
not based on investment banking revenues, however, compensation may relate to the of UBS Investment Bank as a whole, of which investment banking, sales and trading are a pert.

The securities described herein may not be efigible for sale in all jurisdictions or to certain categories of investors, Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates
and other market conditions. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or income of any security
or refated instrument mentioned in this report, For investment advice, trade execution or other enquiries, dlients should contact their local sales representative. Neither UBS nor any of its
affiiates, nor any of UBS' or any of its affilistes, directors, employees or agents accepts any liabifity for any loss or damage arising out of the use of al or any pait of this report. Additional
information will be made available upon request.

Unlted Kingdom, Sweden and Netherlands: Except as otherwise speciﬁed herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are market
counterparties or intermediate customers (as detailed in the FSA Rules) and is only available to such persons. The information contained herein does not apply to, and should not be refied
upon by, private customers. France: Prepared by UBS Limited and distriibuted by UBS Limited and UBS Securities France SA Gemtany. Prepared by UBS Limited. Distributed by UBS Limited
and UBS Investment Bank AG. UBS Limited is regulated by FSA. UBS investment Bank AG is regulated by Bund it fur Fi ht. Spain: Prepared by UBS Limited
and distributed by UBS Securities Espana 8V SA, a-member of the Comision Nadional del Mercado de Valores. Russia: Prepared and distributed by Brunswick UBS ( a division of UBS
Securiies LLC). Switzerland: Distributed by UBS AG to persons who are institutional investors only. ialy: Should persons receiving this research in Ialy require addiona! information or wish
to effect transactions in the relevant securities, they should contact UBS ttalia SIM S.p.A. South Africa: UBS South Africa (Pty) Limited is a member of the JSE Limited. UBS South Africa (Pty)
Limited is an authorised Financial Senvices Provider. United States: Distributed to US persons by either UBS Securities LLC or by UBS Finandial Services iInc., subsidiaries of UBS AG; or by a
group, subsidiary or affifiate of UBS AG that is not registered as a US broker-dealer {a “non-US affiliate”, to major US institutional investors only. UBS Secunties LLC or UBS Financial Services
Inc. accepts responsibiity for the content of a report prepared by another non-US affiliste when distributed to US persons by UBS Securities LLC or UBS Finandal Senvices Inc. All transactions
by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financia! Services inc., and not through a non-US affiliate, Canada: Distributed
by UBS Securities Canada Inc., a subsidiary of UBS AG and a member of the principal Ganadian stock exchanges & CIPF. A stat t of its financial condition and a list of its directors and
senior officers will be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd or UBS AG, Singapore Branch.
Japan: Distributed by UBS Securities Japan Utd to institutional investors only. Australla: Distributed by UBS AG (Holder of Australian Financial Senices Licence No. 231087) and UBS
Securities Australia Ltd {Holder of Australian Financial Services Licence No. 231098) only to "Wholesale™ dlients as defined by s761G of the Comporations Act 2001. New Zealand: Distributed

by UBS New Zealand Ltd.
© 2005 UBS. All rights reserved. This report may not be reproduced or redistributed, in whole or in part, without the written permission of UBS and UBS accapts no liability whatsoever for the
actions of third parties in this respect.
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Alltel Corporation
Wireline Spin In Line with
Expectations, Despite
Surprise Suitor

Conclusion: Alltel's plan to divest its wireline business
is generally in line with expectations, although we were
surprised to see Valor as the partner. The valuation
was within the range of comparable transactions. The
focus now turns to the future prospects of the wireless
business as the industry slows down, but also
consolidates rapidly.

What's New: Alltel announced that shareholders will
receive 1.05 shares of Valor stock (Ticker: VCG) for
each Alitel share they currently own, the deal is
expected to close next summer. Alltel is injecting its
wireline business into Valor in return for some 85% of
the equity, and management & board control. Valor
was chosen due to its geographic fit, and systems
compatibility. The new company will pay a $1 dividend
for an implied dividend yield of some 8%, and will have
debt to EBITDA of about 3.2 times. Alltel will focus on
its wireless business, and will have a $3bn buyback
program over the next two years. The wireless
business will pay a modest 1% dividend yield and is
targeting leverage of one times debt to EBITDA.

Implications: (1) Transaction generally in line with
expectations — Alltel had indicated several months
ago that a reverse merger with an RLEC was the most
likely outcome. The biggest surprise was that Valor
was the partner, and that Alltel management remained
in control. In effect, Alitel is spinning its wireline
division off via Valor, rather than selling its business to
another RLEC. This may have reduced the multiple
and synergies opportunities available to shareholders,
although we would note that spin-offs have a good
track record in the market. We had the wireline
business in our sum of the parts at 6 times EBITDA,
this transaction implies a 6.5 times multiple, in line with
other transactions but a discount to some previous
press reports and some high yielding RLECs.
(Continues on Page 2)
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(2) Modest upside to our AT target without M&A — Our
$69 target offers 5% upside from current levels, and is
based on a 7-7.5 times a 2006 wireless EBITDA multiple.
Significant upside to our target would come from earnings
surprises, or the potential for a bid to acquire Alltel
Wireless. We are concemed about the maturing of the
wireless industry as penetration rises, as well as a clear
share shift from regional to national carriers. We will be
watching to see how the wireless company uses its
balance sheet and cash flow beyond the $3 bn share
buyback program.

{3) Good news for RLEC investors — Alltel (and several
senior AT executives joining the spin-off) is sending a
positive message about the future of the rural wireline
business. They are willing to commit to a 65-70% free
cash flow payout with reasonable leverage, implying
confidence in the sustainability of the cash flows.
Shareholders of CenturyTel and Citizens are likely to be
relieved that they are not facing a potentially dilutive
transaction, so an overhang is removed, although Verizon
may sell a few million rural lines next year. Pressure will
again build on CenturyTel to consider a substantial
dividend increase.
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Alitel Corporation
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, Change§ to our estimates. We adjusting our EPS

estimates based on changes to our wireless revenue and
EBITDA forecasts. Our numbers currently exclude Alltel's
acquisition of Midwest Wireless for $1.08bn, which is
expected to close in 1H06. Midwest Wireless is expected
to ger\é(ate $250mn of revenues and over $100mn of
EBITDA this year. Our new EPS estimates are $3.64 in
2006, and $3.68 in 2007. ‘.

Maintain Overweight rating on Alitel within our
Cautious industry view. Alltel's dividend yield, strong
balance sheet and potential stock buyback program
remain attractive characteristics. The wireless segment
has produced good results buf execution is key to a
successful integration with Western Wireless. Our $69
target is based on our sum-of the-parts analysis and offers
5% upside from current levels. For our sum-of-the-parts
analysis, we use 2006 EBITDA multiples of 7-7.5 times for
the wireless segment and 6.5 times for the wireline
segment. Significant upside to our price target would
come from earnings surprises or the potential for a bid to
acquire Alltel Wireless. Risks to our price target include
competition from national carriers, weak demand, changes
to regulation, and potential acquisitions.
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Alitel Corporation
Exhibit 1
Alitel Sum-of-the-Parts Valuation
2006E
3-Year
Est. Per
2006E Fwd. Applied Implied 2006E
EBITDA Growth Multiple EV Share
AT Wireline $1,378 (0.8%) 6.5x  $8,958 $23
AT Wireless + WWCA Domestic 2,722 3.4% 7.0x 19,063 49
AT Other 66 NM - 6.5x 426 . 1
Total Enterprise Value $4,166 $28,437 $74

Less Debt & Preferred Stock

AT/ WWCA Combined Total Debt & Preferred Stock

Plus Cash & Equivalents

2006E ($5,443)  ($14)

AT/WWCA Combined Cash & Equivalents 2006E 2,659 7
Plus Estimated Synergies 800 2
[Total Equity Value 2006E _ $26,453 $69 |
Current Price ‘ $66
Upsidel (Downside) to Current Price 4.0%

Shares Outstanding
AT Diluted Shares 2006E  386.1

| 2005E  2006E

2007E  2008E 2009E 2010E

implied EV/EBITDA multiple

AT Wireline
Applied Multiple

7.3x 6.8x

6.7x 6.6x 6.4x 6.3x

AT WirelesssWWCA Wireless- Domestic Applied Multiple

Upside Case: Other

$68.5 6.50x 7.00x 7.50x 8.00x 8.50x
4.50x $57.9 $61.4 $64.9 $68.4 $72.0
5.00x $59.6 $63.2 $66.7 $70.2 $73.7
5.50x $61.4 $65.0 $68.5 $72.0 $75.5
6.00x $63.2 $66.7 $70.3 $73.8 $77.3
6.50x $65.0 2

7.00x $66.8 1$70.3 .
7.50x | $68.6 $72.1 $82.7
8.00x $70.4 $73.9 $77.4 $80.9 $84.5
8.50x $72.1 $75.7 $79.2 $82.7 $86.2

I Price Target l

corporate actions

Source: Company data, Morgan Stanley Research
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Pro forma for Alltel Wireless and Western Wireless's domestic business. However, our 3Q05 estimates only include two
thirds of Western's domestic results since the transaction closed on August 1, 2005. Note that Western Wireless did not

report full operating results for 2Q05.

Exhibit 2
Pro Forma Alitel Wireless/WWCA Domestic Income Statement ahd Performance Statistics
[Calendar Year Ending Dec. 31 1Q04 2004 3Q04 4Q04 2004 ' 1 Qo5 2Q05 3Q05 4Q05E 2005E 2006!
Service Revenues $1,351 $1,436 $1,499 $1,503 $5,789 -$1,625° $1,645 $1,606 $1,685 $6.461 ,$6,851
Equipment Revenues 83 84 91 89 347 93 99 102 109 402 434
Total Revenues $1,434 $1.521 $1,590 $1,592 $6,136 $1,617 $1,743 $1,708 $1,794 $6,863 $7.28¢
Year-over-Year Growth 8% 6% 6% 10% 8% 13% 15% - 7% 13% 12% 69
Costof Services $399 $428 $453 $453 $1,732 $453 $507 $515 $507 $1.982 $2,045
Service Gross Margin 705% 702% 69.8% 69.9% 70.1% 703% 69.2% 67.9% 69.9% 69.3% 70.2%
Costof Equipment Sold 167 161 165 179 672 174 176 180 195 725 730
Equipment Gross Margin -101.1% -80.4% -82.7% -101.0% -93.7% -88.0% -78.0% -76.5% -792% -80.3% -68.2%
S,G8A 375 375 383 403 1,535 417 426 380 455 1,678 1,788
% of Senvice Revenue 21.7% 26.1% 256% 26.8% 26.5% 274% 25.9%: 236% 27.0% 26.0% 26.1%
Total Expenses $941 $963 $1,001 $1,034 $3,939 $1,045 $1,108 $1,075 $1,157 $4,385 $4.563
EBITDA $493 $558 $589 $557 $2,197 $573 $635 $634 $637 $2,478 $2,722
EBITDA Margin on Senvice 36.5% 38.8% 39.3% 37.1% 37.9% 37.6% 38.6% 39.5% 37.8% 384% 39.7%
Year-over-Year Growth 0% 5% 7% 9% 5% 16% 14% 8% . 14% 13% 10%
Depreciation & Amortization $217 $223 $230 $239 $909 $248 $259 $258 = $258 $1,022 1,033
Dep & Amort / Service Rev. 16.1% 15.5% 154% 15.9% 15.7% 16.3% 15.7% 16.1% 153%] ' 158% 15.1%
Opersting income $276 $335 $358 $319 $1,2688 $325 $376 $376 $379 $1.456 $1,688
Operating Margin 19.3% 22.0% 225% 20.0% 21.0% 20:1% 21.6% 220% 21.1% 212% 23.2%
Perfori Statisti
]Fiscal Year Ending December 31 1Q04 2Q04 3Q04 4Q04 2004 1Q05 2Q05 3Q05 4Q05E 2005E 200_§§
Total Subscribers 9,494 9,661 9,754 10,022 10,022 10,255 10,404 10,425 105751 10575 11,035
Net Adds 181 166 93 268 708 233 148 21 150 553 460
ALLTEL Subscribers 8,181 8,336 8,385 8,626 8,626 8,801 9,068
Net Adds 158 155 58 232 603 175 266
Western Subscribers - Domestic 1,313 1,324 1,359 1,395 1,395 1,454 1476
Net Adds 23 11 35 37 105 59 22
Gross Adds 837 757 774 913 3,281 849 920 729 906 3,404 3,364
Year-ower-Year Growth -3% -4% -5% 11% 0% 1% 22% 6% 1% 4% -1%
Disconnects 657 590 682 644 2573 615 632 708 756 2,711 2,904
Total Churn Rate 2.3% 2.1% 2.3% 22% 2.2% 2.0% 20% 24% 24% 22% 2.2%
ARPU $47.88 $49.99 $51.48 $50.66 $49.57 $50.13 $53.07 $53.78 $53.50 $52.09 $52.84
Year-over-Year Change 1.4% -0.1% 0.0% 3.0% 0.9% 4.7% 6.2% 45% . 56% 5.1% 14%
MOU per Sub per Month 469 516 6§37 549 518 555 588 614 624 595 643
Year-ower-Year Growth 25.6% 255% 23.8% 22.3% 242% 18.3% 13.9% 14.4% 13.7% 15.0% 8.0%
Avg. Price per Minute $0.102 $0.097 $0.096 $0.092 $0.096 $0.090 $0.090 $0.088 $0.086 $0.088 $0.082
Year-over-Year Change -19.3% -204% -19.3% -15.8% -18.8% -11.5% -6.8% -8.7% T1% -8.6% 6.1%
Equipment Rev. per Gross Add $99 $112 $117 $97 $106 $109 $107 $140 $120 $118 $129
Cost per Gross Add (CPGA) $361 $357 $337 $334 $347 $329 $353 $348 $350 $345 $360
Capital Expenditures $174 $247 $256 $329 $1,006 $265 $328 $234 $371 $1,198 $1,302
Percent of Service Rewvenues 12.9% 172% 17.1% 21.9% 17.4% 174% 20.0% 146% 22.0% 18.5% 19.0%

Source: Company data, Morgan Stanley Research
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Our Allitel model includes Western Wireless’s domestic results from 3Q05 onwards. Our 3Q05 estimates only‘include two
thirds of Westemn’s domestic results since the transaction closed on August 1, 2005.

Exhibit 3
Alitel Quarterly Income Statement ‘
(millions §) 1004 2004 3004 4004 | . 2004 1Q05 2005 3005 4QO5E 2005E
CONSOLIDATED INCOME STATEMENT [
Revenue ' . .
Wireless 1,184 1,253 1,314 1,327 5,078 1,352 1,455 1,708 1,794 6,310
% growth 6.9% 4.8% 6.5% 11.3% 7.4% 14.1% 16.1% 30.0% 35.2% '24.3%
Wireline 599 610 633 608 2,420 594 595 592 8§95 2,376
% growth -1.5% 0.6% -0.4% -1.3% -0.7% -1.0% -2.4% -1.8% -2.0% -1.8%
Comrunications Support Services 219 229 27 248 924 225 261 263 268 § 1,018
% growth -2.7% -5.6% ~6.9% 0.5% -3.7% 2.6% 14.0% 15.9% 8.0% 10.1%
htercomrpany Biminations (42) (50) (41) (43) (176) (44) (52) {45) "(46) (187)
% growth 16.2% 45.5% 26.4% 5.0% 22.3% 6.1% 3.4% 9.9% 7.0% 6.4%
Total revenue 1,961 2,042 2,103 2,140 8,246 2,126 2,260 2,519 2,611 9,517
9% growth 29% 1.6% 2.6% 6.3% 3.3% 8.4% 10.7% 19.8% 22.0% 15.4%
Costs and Expenses:
Operations 936 957 998 1,007 3,898 1,014 1,081 1,180 1,247 4,523
9% growth 4.2% 2.0% 2.0% 5.3% 3.4% 8.3% 13.0% 18.3% 23.8% 16.0%
Cost of products soid 257 256 263 300 1,076 282 308 344 364 1,288
% growth 8.2% -5.6% -3.6% 14.3% 3.1% 9.5% 20.3% 30.9% 21.6% 20.7%
Depreciation and amortization 321 321 325 333 1,300 341 348 389 397 1,476
% growth 5.9% 3.4% 4.0% 3.5% 4.2% 6.2% 8.5% 19.8% 19.5% 13.6%
Total costs and expenses 1,515 1,534 1,585 1,639 6,274 1,637 1,738 1,913 2,009 7,297
% growth 5.2% 0.9% 1.4% 6.5% 3.5% 8.1% 13.3% 20.7% ' 22.5% 16.3%
EBITDA 768 829 842 833 3,272 830 87 995 1,000 3,696
9% growth -0.2% 3.5% 54% 4.7% 3.4% 8.1% 5.0% 16.1% 20.1% 13.0%
% revenue 39.2% 40.6% 40.1% 38.9% 39.7% 39.1% 38.5% 39.5% 38.3% 38.8%
Operating income 447 508 518 500 1,973 489 522 606 603 2,220
% growth -4.2% 3.6% 6.4% 5.6% 2.9% 9.5% 2.8% 17.0% 20.5% 12.6%
% revenue 22.8% 24.9% 24.6% 23.4% 23.9% 23.0% 23.1% 24.1% 23.1% 23.3%
Equity earnings in unconsolidated partnershif 13 16 24 15 66 1 15 10 12 49
% growth -24.3% -4.6% 76.6% -8.7% 6.4% -18.9% -4.5% -57.1% ~17.1% -28.8%
Minority interest in consolidated partnerships (16) (22) (24) (19) (80) (18) (19) (21) (21) (79)
% growth -12.7% 1.2% 6.1% 12.5% 1.9% 17.8% -12.6% -13.0% 10.9% -1.2%
Other income, net 5 3 16 1 35 10 8 2 16 56
% growth 932.0% -20.9% 361.6% 215.9% 211.7% 110.3% 177.4% 42.6% 37.9% 61.4%
Interest expense (92) (87) (87) (88) (352) (87) (76) (83) (89) (336)
% growth -11.3% -7.2% -4.9% -3.7% -6.9% -5.5% -11.8% -3.8% 1.9% -4.8%
Interest income - - - - - . - . 6 6
% growth 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
income before income taxes 357 418 447 420 1,643 404 450 535 527 1,916
% growth -1.6% 5.7% 14.6% 8.8% 7.0% 13.3% 7.6% 19.5% 25.4% 16.6%
ncome taxes 136 156 163 150 605 149 166 204 201 79
% growth 0.4% 11.7% 10.6% -5.2% 4.2% 10.0% 6.6% 24.6% 33.6% 19.0%
Implied tax rate 38.0% 37.3% 36.5% 35.7% 36.8% 36.9% 36.9% 38.1% 38.1% 37.6%
Net income 221 263 284 270 1,038 255 284 331 326 1,186
% growth -2.7% 2.4% 17.0% 18.5% 8.8% 15.3% 8.2% 16.6% 20.7% 16.3%
9% revenue 11.3% 12.9% 13.5% 12.6% 12.6% 12.0% 12.6% 13.1% 12.5% 12.6%
Preferred dividends 0.027 0.026 0.025 0.025 0.103 0.024 0.024 0.024 0.024 0.096
Net income applicable to common shar¢ pzal 263 284 270 1,038 258 284 331 326 1,196
Basic BPS 0.71 0.85 0.93 0.89 3.38 0.84 0.90 0.91 0.85 3.61
% growth -2.8% 3.5% 19.0% 22.2% 10.3% 18.8% 6.0% -1.6% -4.6% 3.9%
Dituted EPS 0.71 0.85 0.92 0.89 3.37 0.84 0.90 090 § 0.84 349
% growth -2.7% 3.6% 18.9% 22.1% 10.3% 18.7% 5.9% -2.2% -5.0% 3.5%
Diluted w eighted average shares 3125 308.1 307.8 304.9 308.3 303.5 3158 367.8 387.2 343.6
% growth 0.0% -1.1% -1.6% -2.9% -1.4% -2.9% 2.2% 19.5% 27.3% 11.4%

Source: Company data, Morgan Stanley Research
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Our Alitel model includes Western Wireless's domestic results from 3005 onwards. Our 3Q05 estimates only mclude two
thirds of Western's domestic results since the transaction closed on August 1, 2005.

Exhibit 4

Alltel Annual Income Statement

(millions 5) 2003 2004 2005E 2006E 2007E 2008E 2009E 2010E 2011E *05-'11 CA(
CONSOLIDATED INCOME STATEMENT \ :
Revenue o

Wireless 4,728 5,078 6,310 7,285 7.661 7,989 8,293 8,565 8,780 5.
% growth 13.7% 7.4% 24.3% 15.5% 5.2% 4.3% 3.8% 3.3% 2.5% .
Wireline 2436 2,420 2,376 2,359 2,338 2,319 2,302 2,287 2,273 0.
% growth 11.8% -0.7% -1.8% -0,.8% -0.9% -0.8% -0.7% -0.7% -0.6% .
Communications Support Services 959 924 1,018 1,023 1,017 1,015 1,012 1,010 1,007 -0
% growth 3.6% -3.7% 10.1% 0.5% -0.5% -0.2% -0.2% -0.2% -0.2%

Intercompany Himinations (144) (176) (187) (199) (212) (225) (240) (255) (271) 6.4
% growth -6.3% 22.3% 6.4% 6.4% 6.4% 6.4% 6.4% 6.4% 6.4%

Total revenue 7,980 8,246 9,517 10,467 10,805 11,098 11,368 11,607 11,789 34
% growth 12.2% 3.3% 15.4% 10.0% 3.2% 2.7% 2.4% 21% 1.6%
Costs and Expenses:

Operations 3,772 3,898 4,523 4,947 5,155 5,327 5,489 5,637 5,741 4.1
% growth 13.1% 3.4% 16.0% 9.4% 4.2% 3.3% 3.1% 2.7% 1.8%

Cost of products sold 1,043 1,076 1,298 1,355 1,392 1,431 1,464 1,489 1,499 24
% growth 17.1% 3.1% 20.7% 4.4% 2.8% 2.7% 2.3% 1.7% 0.7%

Depreciation and amortization 1,248 1,300 1,476 1,587 1,663 1,698 1,726 1,745 1,800 34
% growth 13.9% 4.2% 13.6% 7.5% 4.8% 2.1% 1.7% 1.1% 3.2%

Total costs and expenses 6,063 6,274 7,297 7,889 8,210 8,455 8,679 8,870 9,040 3.6
% growth 13.9% 3.5% 16.3% 8.1% 4.1% 3.0% 2.6% 2.2% '1.9%

EBITDA 3,165 3,272 3,696 4,166 4,258 4,340 4,415 4,481 4,549 35
% growth 9.7% 3.4% 13.0% 12.7% 2.2% 1.9% 1.7% 1.5% 1.5%

% revenue 39.7% 39.7% 38.8% 39.8% 39.4% 39.1% 38.8% 38.6% 36.6%

Operating Income 1,917 1,973 2,220 2,578 2,586 2,642 2,689 2,737 2,748 3.6
% growth 7.1% 2.9% 12.6% 16.1% 0.7% 1.8% 1.8% 1.8% 0.4%

% revenue 24.0% 23.9% 23.3% 24.6% 24.0% 23.8% 23.7% 23.6% 23.3%

Equity earnings in unconsolidated partners 64 68 49 54 55 57 58 60 60 3.6¢
% growth -2.1% 6.4% -28.8% 10.0% 3.2% 2.7% 2.4% 2.1% 1.6%

Minority interest in consolidated partnersh (79} (80) (79) (87) (90) (92) (95) (97) (98) 369
% growth 7.2% 1.9% -1.2% 10.0% 3.2% 2.7% 2.4% 2.1% 1.6%

Other income, net 1 35 56 61 63 85 66 68 69

% growth 371.0% 211.7% 61.4% 10.0% 3.2% 2.7% 2.4% 2.1% 1.6%

nterest expense (379) (352) (336) (404) (428) (464) {506) (552) (604)

% growth 6.6% -6.9% -4.8% 20.3% 6.1% 8.3% 9.0% 9.3% 9.3%

Interest income - - 6 63 99 135 177 224 276

% growth 0.0% 0.0% 0.0% 933.8% 56.4% 36.0% 31.0% 26.8% 23.4%

Income before income taxes 1,535 1,643 1,916 2,266 2,295 2,343 2,390 2,439 2,453 4.2%
% growth 7.4% 7.0% 16.6% 18.3% 1.3% 2.1% 2.0% 2.1% 0.6%

Income taxes 581 605 719 861 872 830 908 927 932

% growth 13.8% 4.2% 19.0% 19.7% 1.3% 2.1% 2.0% 21% 0.6%

Implied tax rate 37.8% 36.8% 37.6% 38.0% 38.0% 38.0% 38.0% 38.0% 38.0%

Net income 955 1,038 1,196 1,405 1,423 1,453 1,482 1,512 1,521

% growth 3.9% 8.8% 15.3% 17.4% 1.3% 2.1% 2.0% 2.1% 0.6%

% revenue 12.0% 12.6% 12.6% 13.4% 13.2% 13.1% 13.0% 13.0% 12.9%

Preferred dividends .11 0.103 0.096 0.096 0.096 0.096 0.096 0.096 0.096

Net income applicable to common sh 954 1,038 1,196 1,405 1,423 1,452 1,482 1,512 1,521

Basic BPS 3.06 3.38 3.51 3.66 3.71 3.78 3.85 3.92 3.93

% growth 3.6% 10.3% 3.9% 4.4% 1.1% 1.9% 1.8% 1.9% 0.4%

Diluted EPS 3.05 3.37 3.49 3.64 3.68 375 3.82 3.89 3.91 1.9%
% growth 3.7% 10.3% 3.5% 4.5% 1.1% 1.9% 1.8% 1.9% 0.4%

Diluted w eighted average shares 3128 308.3 343.6 386.1 386.7 387.3 388.0 388.7 3894

% growth 0.1% -1.4% 11.4% 12.4% 0.2% 0.2% 0.2% 2% 0.2%

Source: Company data, Morgan Stanley Research
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Morgan Stanley

MadelWare*

ModelWare is Morgan Stanley’s new system for helping investors and analysts to uncover value, free from
the distortions and ambiguities created by accounting data. Morgan Stanley has dissected and fundamentally
redefined the components of corporate valuation, giving clients more consistent definitions, more comparable data,
and more flexible analytic tools. ModelWare makes investment insights easier by making value more visible.

Past inconsistencies in financial reporting made it difficult to compare performance among companies and
across sectors and regions. Even within US GAAP, flexibility complicates comparisons. And accounting standards
were developed to analyze historical data, not to facilitate projections. In response, Morgan Stanley analysts spent
two yeais reviewing our entire coverage universe of company metrics. They defined more than 2,000 general and
industry-specific metrics that eliminated inconsistencies stemming from regional differences, historical precedents
and accounting conventions. The team applied these metrics across also all 1900+ companies we cover, and created
flexible tools and services that let analysts redefine and use the data with maximum creativity. Because ModelWare
provides complete transparency, users see every component of every calculation, to choose elements or recombine
them as they wish. ’

ModelWare EPS illustrates the approach. It represents ModelWare EPS as ModelWare net income divided by
average fully diluted shares outstanding. ModelWare net income sums net operating profit after tax (NOPAT), net
financial income or expense (NFE) and other income or expense. ModelWare adjusts reported net income to improve
comparability across companies, sectors and regions. Among these adjustments: We exclude goodwill amortization
and items deemed by analysts to be “one-time” events; we capitalize operating leases where their use is significant
(e.g., in transportation and retail); and we convert inventory to FIFO accounting when LIFO costing is used. For more
information on these adjustments and others, as well as additional background, please see Morgan Stanley
ModelWare (ver. 1.0): A Road Map for Investors, by Trevor Harris and team, August 2, 2004.
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The information and opinions in this report were prepared by Morgan Stanley & Co. Incorporated and its affiliates (cbllectively,
"Morgan Stanley”). ’ s

Analyst 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 dirett 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
This 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 November 30, 2005, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following
companies covered in this report: American Tower Corp., AT&T, Inc., CenturyTel, Citizens Communications, Commonweéalth
Telephone, Crown Castle Corp., MCl Inc., SBA Communications, Sprint Nextel Corporation, Telephone & Data Systems, Verizon
Communications.

Within the last 12 months, Morgan Stanley managed or co-managed a public offering of securities of AT&T, Inc., BellSouth Corp.,
Cincinnati Bell Inc., Citizens Communications, Commonwealth Telephone, Crown Castle Corp., Global Signal Inc., Qwest
Communications int'l, Telephone & Data Systems, TELUS Corp., Time Warner Telecom Inc..

Within the last 12 months, Morgan Stanley has received compensation for investment banking services from Alltel Corporation,
AT&T, Inc., BellSouth Corp., CenturyTel, Cincinnati Bell Inc., Citizens Communications, Commonwealth Telephone, Crown Castle
Corp., FairPoint Communications, Global Signal inc., lowa Telecom, MCl Inc., Nextel Partners Inc., Qwest Communications Inti,
Rogers Communications, Telephone & Data Systems, TELUS Corp., Time Wamer Telecom Inc., Verizon Communications.

In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from
Alitel Corporation, American Tower Corp., AT&T, Inc., BellSouth Corp., CenturyTel, Cincinnati Bell Inc., Citizens Communications,
Commonwealith Telephone, Crown Castle Corp., FairPoint Communications, Global Signal Inc., lowa Telecom, MC! Inc., Nextel
Partners Inc., Qwest Communications Int'l, Rogers Communications, SBA Communications, Telephone & Data Systems, TELUS
Corp., Time Warner Telecom Inc., US Cellular Corporation, Verizon Communications.

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., BellSouth Corp., Crown Castle Corp., Global Signal 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 relationship with, the following companies covered in this report: Alitel Corporation, American Tower Corp., AT&T,
Inc., BellSouth Corp., CenturyTel, Cincinnati Bell Inc., Citizens Communications, Commonwealth Telephone, Crown Castle Corp.,
FairPoint Communications, Global Signal inc., lowa Telecom, MCI Inc., Nextel Partners Inc., Qwest Communications Int', Rogers
Communications, SBA Communications, Telephone & Data Systems, TELUS Corp., Time Warner Telecom inc., US Cellular
Corporation, Verizon Communications.

Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related sertvices t¢
and/or in the past has entered into an agreement to provide services or has a client relationship with the following companies
covered in this report: AT&T, Inc., BCE Inc., BellSouth Corp., CenturyTel, Citizens Communications, Commonwealth Telephone,
Crown Castle Corp., Global Signal Inc., Nextel Partners Inc., Qwest Communications Int'l, Rogers Communications, Sprint Nextel
Corporation, Verizon Communications.

The research analysts, strategists, or research associates principally responsible for the preparation of this research report 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.
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An employee or director of Morgan Stanley & Co. Incorporated and/or Morgan étanley DW Inc. is a director of AT&T, Inc..

Morgan Stanley & Co. Incorporated makes a market in the securities of Commonwealth Telephone, MCI Inc., Nexte! Partners Inc.
SBA Communications, Time Wamer Telecom Inc..

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

STOCK RATINGS

Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. For
example, Morgan Staniey uses a relative rating system including terms such as Overweight, Equal-weight or Underweight (see
definitions below). A rating system using terms such as buy, hold and seli is not equivalent to our rating system. Investors should
carefully read the 'definitions of all ratings used in each research report. In addition, since the research report contains more
complete information concerning the analyst's views, investors should carefully read the entire research report and not infer its
contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. 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 November 30, 2005)

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 and Underweight. Morgan Stanley does not assign ratings of Buy, Hold
or Sell to the stocks we cover. Overweight, Equal-weight, 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 recommendation; we correspond Equal-weight and Underweight to hold and sell

recommendations, respectively.

Coverage Universe  Investment Banking Clients (IBC)
% of Total % of Rating

Stock Rating Category Count % of Total Count IBC Category
Overweight/Buy 740 36% 274 40% 37%
Equal- .

weight/Hold 940 45% 324 47% 34%
Underweight/Sell 386 19% 91 13% 24%
Total 2,066 689

Data include common stock and ADRs currently assigned ratings. 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. 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 retum 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 retumn is expected to be in line with the average total return of the analyst's industry (or industry
teamn's) coverage universe, on a risk-adjusted basis, over the next 12-18 months. ‘

Underweight (U). The stock's total return is expected fo 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. '

More volatile (V). We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in a
month, based on a quantitative assessment of historical data, or in the analyst's view, it is likely to become materially more volatile
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over the next 1-12 months compared with the past three years. Stocks with less than one year of trading history are automatically
rated as more volatile (unless otherwise noted). We note that securities that we do not currently consider "more volatile” can still
perform in that manner. :

Unless otherwise specified, the time frame for price targets included in this réport 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; Europe - MSC
Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Stock price charts and rating histories for companies discussed in this report are available at
www.morganstanley.com/companycharts or from your local investment representative. You may also request this
information by writing to Morgan Stanley at 1585 Broadway, (Attention: Equity Research Management), New York,
NY, 10036 USA.

Other Important Disclosures

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. Research is available
through your sales representative or on Client Link at www.morganstanley.com and other electronic systems.

This report does not provide individually tailored investment advice. 1t has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. The securities discussed in this report may not be suitable for all investors
Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and encourages
investors 1o 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.

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

Morgan Stanley & Co. Incorporated and its affiliate companies do business that relates to companies covered in its research
reports, including market making and specialized trading, risk arbitrage and other proprietary trading, fund management, investment
services and investment banking. Morgan Stanley sells to and buys from customers the equity securities of companies covered in
its research reporis on a principal basis.

With the exception of information regarding Morgan Stanley, reports 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 this report change apart from
when we intend to discontinue research coverage of a subject company. Facts and views presented in this report have not been
reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment

banking personnel.
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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.

The value of and income from your investments may vary because of chahges in interest rates or foreign exchange rates, securiti
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 perfprmance 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.

To our readers in Taiwan: Information on securities that trade in Taiwan is distributed by Morgan Stanley & Co. International
Limited, Taipei Branch (the "Branch"). Such information is for your reference only. The reader should independently evaluate the
investment risks and is solely responsible for their investment decisions. This publication may not be distributed to the public medi
or quoted or used by the public media without the express written consent of Morgan Stanley. Information on securities that do n¢
trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in suct
securities. The Branch may not execute transactions for clients in these securities.

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

This publication is disseminated in Japan by Morgan Stanley Japan Limited; in Hong Kong by Morgan Stanley Dean Witter Asia
Limited (which accepts responsibility for its contents); in Singapore by Morgan Stanley Dean Witter 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 by Morgan Stanley
Dean Witter Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services licence No. 233742, which accepts
responsibility for its contents; in Korea by Morgan Stanley & Co International Limited, Seoul Branch; in India by JM Morgan Stanley
Securities Private Limited; in Canada by Morgan Stanley Canada Limited, which has approved of, and has agreed to take
responsibility for, the contents of this publication in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am Main, regulate«
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 this document has been
written and distributed in accordance with the rules of conduct applicable to financial research as established under Spanish
reguilations; in the United States by Morgan Stanley & Co. Incorporated and Morgan Stanley DW Inc., which accept responsibility
for its contents. Morgan Stanley & Co. International Limited, 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 Limited representative about the investments concemed. In Australia, this report, and any
access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act.

The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers make nc
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.

This report or any portion hereof 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 is available on request.
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Industry Coverage: Telecom Services

Company (Ticker) Rating (as of) Price (12/09/2005)
Simon Flannery
Alitel Corporation (AT.N) Overweight $65.88
(07/23/2003)
AT&T, Inc. (T.N) E (08/24/2005) $24.90
BCE Inc. (BCE.N) E (09/09/2005) $23.68
BellSouth Corp. (BLS.N) E (12/10/2003) $27.61
CenturyTel (CTL.N) 0 (03/18/2002) $33.056
Cincinnati Bell inc. (CBB.N) U (03/18/2002) $3.78
Citizens Communications (CZN.N) 0 (07/13/2004) $12.69
Commonwealth Telephone E (07/23/2003) $36.51
(CTCO.0) )
FairPoint Communications (FRP.N)  E-V (11/04/2005) $11.40
lowa Telecom (IWA.N) E-V (01/05/2005) $16.96
MClI Inc. (MCIP.O) E (05/03/12005) $19.80
Nextel Pariners Inc. (NXTP.0O) ++ $26.28
Qwest Communications Int'f (Q.N) U (03/18/2002) $5.73
Rogers Communications O (04/27/2005) C$44.50
(RCinvb.TO)
Sprint Nexte! Corporation (S.N) U (02/24/2004) $24.90
Telephone & Data Systems U (07/23/12003) $37.15
(TDS.A)
US Cellular Corporation (USM.A) E-V (08/13/2003) $50.32
Verizon Communications (VZ.N) £ (01/19/2005) $31.08
Vance Edelson
American Tower Corp. (AMT.N) 0O-V (05/12/2005) $27.48
Crown Castle Corp. (CCLN). E (67/13/2004) $27.57
Global Signal Inc. (GSL.N) O (06/21/2005) $43.05
SBA Communications (SBAC.O) 0-V (10/05/2005) $18.83
TELUS Corp. (TU.N) O (01/12/12005) $37.60
Time Warmer Telecom Inc. E-V (03/18/2002) $9.50
(TWTC.O)

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

© 2005 Moraan Stanlev
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ALLTEL Corp. (AT)

AT: Alltel To Spin Wireline Assets and Merge with ﬂ
VCG, Reit Buy on AT Mkt Cap: $24,819 mil.

+

Medlum Risk (M)

December 9, 2005 SUMMARY ‘
» Alltel announced that it will spin off its wireline business and other non-
wireless assets in a merger with VALOR Communications, creating an $11.2

MMIGMIONS SERVICES-- billion enterprise value RLEC with 3.4 million access lines in its footprint.
WIRELESS » The transaction for AT's local business (including some other non -wireless

. operations) is valued at $9.1 billion, which is below our base case of at least
Michael Rollins, CFA $10 billion for the local spin, and equates to around 6.5x 2006 EBITDA versus
+1-212-816-1116 our expectations for over 7x EBITDA.
michaelrollins@ciigroup.com > Although the transaction valuation for the wireline spin is below our base case
Edward Mccormick expectation, AT announced a $3 billion share buyback program at the wireless
+1-212-816-3531 Co. for the 2 years following the spin-off, which we view constructively.

> We continue to recommend AT with a Buy rating based on the potential
operational improvements at the wireless business and its underlying strategic
and financial flexibility following the separation.

FUNDAMENTALS SHARE DATA RECOMMENDATION

P/E (12/05E) 18.8x  Price (12/8/05)......cevcverrerurecne: $64.82  Rating (CUr/Prev).......ccusneeersanenns 1M
P/E (12/06E) 18.8x  52-Week Range ....... $67.44-$54.60  Target Price (Cur/Prev).. $72.00/$72.00
TEV/EBITDA (12/05E)................ 7.9x  Shares Ouistanding(@)............ 3829 mil.  Expected Share Price Retum...... 11.1%
TEV/EBITDA (12/06E).......cc0vunee 6.9x  DiviE) (Cur/Prev)..ceeeeveeennee. $155/$1.55  Expected Dividend Yield ............. 2.4%
Book Value/Share (12/05E)....... $33.28 » Expected Total Retumn ................ 13.5%
Price/Book Value.........cccovcecuenee 2.0x EARNINGS PER SHARE
Revenue (12/05E) $9,506.0 mil. FY ends 10 20 30 20 Full Year
Proj. Long-Term EPS Growth...... 6% 12/04n  Actual $0.71A $0.85A $0.92A $0.80A $3.36A
ROE (12/05E).....cocsccvcrceee 11.8%  12/05E  Current $0.84A $0.90A $0.90A $0.82E $3.46E
Long-Term Debt to Capital(a)..... 26.7% Previous $0.84A $0.90A $0.90A $0.82E $3.46E
AT is in the S&P 500® Index. 12/06E  Current $0.82E $0.86E $0.89E $0.88E $3.45E
Previous $0.82E $0.86E $0.89E $0.88E $3.45€
(a) Data as of most recent quarter 12/07€E  Current NA NA NA NA $3.89E
Previous NA NA NA NA $3.89E

First Call Consensus EPS: 12/05E $3.46; 12/06E $3.62; 12/07E $3.81

[ orivion
Alltel announced that it will spin off its wireline business and other non-wireless assets in a

merger with VALOR Communications, creating a RLEC with 3.4 million access lines in its
footprint. The transaction for Alitel’s local business (including some other non -wireless
operations) is valued at $9.1 billion, which is below our base case of at least $10 billion for

Citigroup Research is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies covered in its research reports. As
a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as
only a single factor in making their investment decision. Nori-US research analysts who have prepared this report, and who may be associated persons of the member
or member organization, are not registered/qualified as research analysts with the NYSE and/or NASD, but instead have satisfied the registration/qualification
requirements or other research-related standards of a non-US jurisdiction.

Customers of the Firm in the United States can receive independent, third-party research on the company or companies covered in this report, at no cost to them,
where such research is available. Customers can access this independent research at hitp://www.smithbarney.com (for retail clients) or ittp://www.citigroupgeo.com
{for institutional clients) or can call (866) 836-9542 to request a copy of this research.
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the local spin. The transaction value equates to around 6.5x 2006 EBITDA versus our
expectations for more than 7x EBITDA. We calculate the total enterprise value of the new
merged wireline company to be approximately $11.2 billion, based on VCG’s 12/8/05
closing price of $12.24, 474 million pro forma wireline shares, and $5.4 billion in pro forma
net debt as indicated from AT’s transaction press release.

Although the transaction valuation for the wireline spin is below our base case expectation,
Alltel also announced a $3 billion share repurchase program at the wireless company for the
two years following the spin-off, which we view constructively. We continue to recommend
AT with a Buy rating based on the potential operau()nal improvements at the wireless
business within its acquired markets and its underlymg strategic and financial flexibility
following the separation.

We would highlight the fol]owing incremental take aways from the transaction:

> We believe the post-spin wireless business is under-levered at roughly 0.6 times our 2006
wireless EBITDA, implying substantial financial flexibility, and we view the 2 year, $3.0
billion share buyback program constructively;

» Alltel disclosed that Valor was chosen as a merger partner partly because of its
complementary footprint and systems, which should facilitate the realization of $40
million in annual synergies;

> Jeffery Gardner, currently executive vice president and chief financial officer of Alltel,
will become president and chief executive officer of the new wireline company;

» The wireline business has targeted a 65-70% cash flow payout ratio when setting its
dividend of $1.00 per pro forma wireline company share. Combined with its wireless
business, the overall dividend to existing AT shareholders is unchanged at $1.55 per share
(the wireless business is expected to pay a $0.50 per annum dividend);

> The transaction is expected to close in late spring to early summer during 2006 and the
company will host an analyst day in New York on February 1, 2006.

> The combined wireline company valuation is implied at 6.6 times last twelve months
(LTM) EBITDA of $1.7 billion, with an implied dividend yield of 8.2% on a net debt
leverage ratio of 3.2 times LTM EBITDA. Estimated pro forma shares outstanding is 474
million, with AT shareholders owning roughly 85% of the total. The merger is structured
as a Reverse Morris Trust transaction and is anticipated to be tax free by Alltel to Alltel
shareholders.

Companies Mentioned

Valor Communications (VCG ~ $12.24; Not Rated)

VALUATION

Our 12-month target price on Alltel is $72 per share. Our target price is based the average of
three methodologies: P/E, P/FCF, and DCE The average of our DCF, P/FCF, and P/E
analysis derives our target price of $72. We have chosen to equal-weight the methodologies
as we find the investment community uses a combination of all three methods to put a price
tag on stocks.

We would note the multiple needs to be viewed in the context of forward growth. The
RBOCs are considered the best comparables to Alltel with integrated portfolio of telecom
assets, positive free cash flow, and a dividend yield of around 2.5%.

Our target price is based on a target P/E multiple of 20x our 2006 consolidated EPS estimate
of $3.45, which derives a fair value of $69 per share. Our 20x multiple is above the 15x-17x
multiple we apply to the RBOC'’s given Alliel’s higher projected EPS CAGR between 2006-
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2009 of 10.7% compared to an average of 6.3% for the RBOC’s. Over the past four years,
the RBOCs P/E multiples have ranged from 9x-17x, with a mean and median of
approximately 15x. We believe Alltel’s implied PEG of 1.87 is reasonable compared to an
average of 2.5 for the RBOC’s.

Our DCF uses an average WACC of 7.4%, and a terminal growth rate of 2.00% to arrive at a
fair value of almost $73 per fully diluted share, compared to our previous estimate of almost
$74 per fully diluted share. Our WACC is derived using CAPM with a Beta of around 0.8, a

risk-free rate of 5.0% and a market risk premium of 4%.

On a P/FCF basis, we apply an 18x multiple on our 2006 estimate of $4.15 per share, which
arrives at a fair value of almost $75 per share. Our 18x multiple is in line with the 17x-18x
multiple we apply to the RBOCs given the company’s in-line single-digit FCF growth rate of
6.0% from 2006-2009. The RBOCs have had P/FCF multiples in the range of 10x-20x over
the last four years with a mean of 15x and a median of 12x.

The simple average of our DCF, P/FCF, and P/E analysis yields an average target price of
$72 per share.

Near-term market volatility and short-term trading patterns may cause the Expected Total
Return to become temporarily misaligned relative to the hurdle for this stock’s fundamental

rating, as defined under our current system.

[ risks

We rate Alltel Corporation Medium Risk due to the company’s dividend payout ratio of over
40%, interest coverage of around 9x, and relatively low stock price volatility. We have also
considered Alltel’s revenue outlook, earnings leverage, FCF production, and other qualitative
factors,

We believe risks in the near-term could include some drag to headline net add numbers from
the integration of the acquired markets, AT may have difficulty in integrating its merger with
Valor Communications, and the need for AT to maintain solid organic customer growth as
the concentration of competition has increased around the four national carriers. We believe
any meaningful change in the ability for Alitel to grow its wireless business or in the ability
for the local business to generate solid free cash flow could lead to significant multiple
compression when considering the assets on a consolidated basis. Also, Alltel could choose
to maintain low financial leverage that would reduce the potential for near term catalysts
and/or not fully execute its $3.0 billion share buyback program that could be dilutive to the
near term performance of the stock.

There are numerous risks to our thesis that could negatively affect the share price and the
ability to attain our target valuation. The risk to Alltel includes the possibility that prepaid
subscriber growth substantially exceeds our estimate and leads to a spike in churn. Within
such a scenario, Alltel would be challenged to meet our financial estimates. Additionally, we
believe Alltel is exposed to macro risks that could slow our forecast for earnings growth such
as 1) line stagnation and cannibalization within the wireline business, 2) margin pressure
from wireless competition, slower industry growth, and local number portability; and 3)
higher costs of capital with rising borrowing rates within the telecom sector.

Alltel also faces regulatory risk associated with their rural carrier status. The rules and
regulations governing rural telecom carriers remain somewhat favorable relative to the open
access requirements for the major Bell carriers. We believe the subsidization structure within
rural lines may fall under greater pressure, while the granting of ETC status to wireless
companies will subsidize competition within the rural wireline markets. Alltel could face
regulatory risks around the approval process associated with its pending wireline merger
with Valor Communications. Additionally, Alitel is exposed to financial and regulatory risks
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associated with the tax status of its anticipated Reverse Morris Trust spin out of its wireline
business separate from and immediately prior to its pending merger with Valor.

Alltel’s wireless segment is also exposed to competition in its urban markets, which we
believe competitive pressures and growing psage will keep margins relatively flat over the
near-term. Also, Alltel’s revenue growth is sensitive to the economy. Over the next few
quarters, the economy could continue to impact the growth of telecom revenues. Within that

-context, Alltel’s markets are exposed to the same risks but the company garners a hlgher

concentration of revenues from wireless, Wthh is delivering faster growth.

If the impact on the company from any of these' factors proves to be greater than we
anticipate, the stock could have difficulty achieving our target price. On the other hand, we
may have overestimated thesel risk factors and the stock could increase more than we expect.

INVESTMENT THESIS

We rate the shares of Alltel Corporation Buy/Medium Risk (1M). In our view, Alitel remains
a well positioned integrated telecommunications service provider with the ability to produce
organic earnings and free cash flow growth from its profitable wireless business and its rural
wireline operations, which should be better insulated to the competitive dynamics within
urban areas. We believe catalysts for the stock will rest with the ability of the wireless
business to further improve its growth prospects within the postpaid market, potentially
pursue strategic alternatives for its local business, and improve performance of its recently
acquired wireless markets.

COMPANY DESCRIPTION

Alltel Corporatxon (AT) is a diversified telecommunications provider with w;relme and
wireless operations primarily in the rural areas of the Southeast. The company is one of the
largest indépendent wireline operators in the U.S., providing local telephone, Internet access
and other telecommunications services to approximately 2.9 million pro forma access lines.
Alltel is the 5th largest wireless carrier (largest independent regional provider) in the country
with 10.5 million subscribers. The company also provides long distance services to roughly
3 million retail and business customers.
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ANALYST CERTIFICATION APPENDIX A-1

I, Michael Rollins, research analyst and the author of this report, hereby certify that all of the views expressed in this research report
accurately reflect my personal views about any and all of the subject issuer(s) or securities. | also certify that no part of my compensation
was, is, or will be directly or indirectly related to the specific recommendation(s)or view(s) in this report.

IMPORTANT DISCLOSURES ¥

ALLTEL Corp. (AT) n _‘
Ratings and Target Price History - Fundamental Résearch N Target Closing
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sevesse Not covered

Customers of the Firm in the United States can receive independent, third-party research on the company or companies covered in this
repori, at no cost to them, where such research is available. Customers can access this independent research at
http//www.smithbarmey.com (for retail clients) or http://www.citigroupgeo.com (for institutional clients) or can call (866) 836-9542 to
request a copy of this research.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Alitel Corp. (For an explanation of the
determination of significant financial interest, please refer to the policy for managing conflicts of interest which can be found at
www.citigroupgeo.com.)

Citigroup Global Markets inc. or its affiliates has received compensation for investment banking services provided within the past 12
months from ALLTEL Corp. ' .

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for
investment banking services from ALLTEL Corp.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than invesiment banking services
from ALLTEL Corp. in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following company(ies) as investment banking client(s):
ALLTEL Cormp.

Citigroup Giobal Markets Inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services
provided were non-investment-banking, securities-related: ALLTEL Corp.

Citigroup Global Markets inc. currently has, or had within the past 12 months, the following company(ies) as clients, and the services
provided were non-investment-banking, non-securities-related: ALLTEL Corp.

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Gitigroup Global
Markets Inc. and its affiliates ("the Firm®). Like all Firm employees, analysts receive compensation that is impacted by overall firm
profitability, which includes revenues from, among other business units, the Private Ciient Division, Institutional Equities, and Investment

Banking:

The Firm is a market maker in the publicly traded equity securities of ALLTEL Corp.

Citigroup Investment Research Ratings Distribution

Data current as of 30 September 2005 Buy Hold Sell
Citigroup Investment Research Global Fundamental Coverage (2650) 41% 42% 18%
% of companies in each rating category that are investment banking clients 48% 47% 32%
Telecommunications Services--Wireless -- North America (8) 25% 63% 13%
% of companies in each rating category that are investment banking clients 100% 40% 0%

Guide to Fundamental Research Investment Ratings:
Citigroup Investment Research's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative

(S).

Investment ratings are a function of Citigroup Investment Research's expectation of total return (forecast price appreciation and




citigroupd | |

dividend yield within the next 12 months) and risk rating.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are: Buy (1) (expected total
retum of 10% or more for Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for
Speculative stocks); Hold (2) {0%-10% for Low-Risk stocks, 0%-15% for Medlum Risk stocks, 0%-20% for High-Risk stocks, and
0%-35% for Speculative stocks); and Sell (3) (negative total retum).

Investment ratings are determined by the ranges described above at the time of lnmatlon of coverage, a change in investment and/or risk
rating, or a change in target price (subject to limited management discretion). At other times, the expected total retums may fall outside of
these ranges because of market price movements and/or other short-term volatility or trading patterns. Such interim deviations from
specified ranges will be permitted but will become subject to review by Research Management. Your decision to buy or sell a security
should be based upon your personal investment objectives and should be made only after evaluating the stock’s expected performance
and risk. |

Between Septerber 9, 2002, and September 12, 2003, Citigroup Investment Resedrch's stock ratings were based upon expected
performance over the following 12 to 18 months relative to the analyst's industry coverage universe at such time. An Outperform (1)
rating indicated that we expected the stock to outperform the analyst's industry coverage universe over the coming 12-18 months. An
In-line (2) rating indicated that we expected the stock to perform approximately in line with the analyst's coverage universe. An
Underperform (3) rating indicated that we expected the stock to underperform the analyst's coverage universe. In emerging markets, the
same ratings classifications were used, but the stocks were rated based upon expected performance relative to the primary market index
in the region or country. Our complementiary Risk rating system -- Low (L), Medium (M), High (H), and Speculative {S) -- took into
account predictability of financial results and stock price volatility. Risk ratings for Asia Pacific were determined by a quantitative screen
which classified stocks into the same four risk categories. In the major markets, our Industry rating system —~ Overweight, Marketweight,
and Underweight -- took into account each analyst's evaluation of their industry coverage as compared to the primary market index in
their region over the following 12 to 18 months.

OTHER DISCLOSURES

Withih the past 5 years, Citigroup Global Markets Inc. or its affiliates has acted as manager or co manager of a pubiic offering of equity
securities of ALLTEL Corp.

Within the past 5 years, Citigroup Global Markets inc. or its affiliates has acted as manager or co manager of a public offering of fixed
income securities of ALLTEL Com.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial
instruments and may act as prinCipal in connection with such transactions. The Fimm is a regular issuer of traded financial instruments
linked to securities that may have been recommended in the Product. The Firm regularly trades in the securities of the subject
company(ies) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with the Product and,
with respect to securities covered by the Product, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (i) are not
deposits or other obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including
the possible loss of the principal amount invested. Although information has been obtained from and is based upon sources that the Firm
believes to be reliable, we do not guarantee its accuracy and it may be incomplete and condensed. Note, however, that the Firm has
taken all reasonable steps 10 determine the accuracy and completeness of the disclosures made in the Important Disclosures section of
the Product. In producing Products, members of the Firm's research department may have received assistance from the subject
company(ies) referred to in the Product. Any such assistance may have included access to sites owned, ieased or otherwise operated or
controlled by the issuers and meelings with management, employees or other parties associated with the subject company(ies). Firm
policy prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of
the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and
estimates constitute the judgment of the author as of the date of the Product and are subject to change without notice. Prices and
availability of financial instruments also are subject to change without notice. Although Citigroup Investment Research does not set a
predetermined frequency for publication, if the Product is a fundamental research repon, it is the intention of Citigroup Investment
Research to provide research coverage of thefthose issuer(s) mentioned therein, including in response to news affecting this issuer,
subject to applicable quiet periods and capacity constraints. The Product is for informational purposes only and is not intended as an
offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the Product must take into
account existing public information on such security or any registered prospectus.

Investing in non-U.8. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with,
nor be subject to the reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information
available on foreign securities. Foreign companies are generally not subject to uniform audit and reporting standards, practices and
requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and their prices more volatile than
securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an
investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated,
using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for exact dividend
computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup
Global Markets Inc. takes responsibility for the Product in the United States. Any orders by non-US investors resulting from the
information contained in the Product may be placed only through Citigroup Global Markets Inc.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is
employed by. The Product is made available in Australia to wholesale clients through Gitigroup Global Markets Australia Pty Ltd. (ABN
64 003 114 832 and AFSL No. 240992) and to retail clients through Citigroup Weaith Advisors Pty Ltd. (ABN 19 009 145 555 and AFSL
No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2
Park Street, Sydney, NSW 2000. If the Product is being made available in certain provinces of Canada by Citigroup Global Markets
(Canada) Inc. (“*CGM Canada”), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto,
Ontario M5J 2M3. The Product may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup




citigroupd

Global Markets Deutschiand AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). Frankfurt
am Main, Reuterweg 16, 60323 Frankfurt am Main. If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global
Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Lid., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.
Citigroup Global Markets Asia Lid. is regulated by Hong Kong Securities and Futures Commission. If the Product is made available in
Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Gatden Road,
Hong Kong. The Citigroup Private Bank and Citibank N.A. is regulated by the Hong Kong Monetary Authority. The Product is made
available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities and Exchange Board of india.
Bakhtawar, Nariman Point, Mumbai 400-021. If the Product was prepared by Citigroup Investment Research and distributed in Japan by
Nikko Citigroup Ltd., it is being so distributed under license. Nikko Citigroup Limited is regulated by Financial Services Agency,
Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities
Exchange. Akasaka Park Building, 2-20, Akasaka 5-chome, Minato-ku, Tokyo 197-6122. The Product is made available in Korea by
Citigroup Global Markets Korea Securities Ltd., which is regulated by Financial Sypervisory Commission and the Financial Supervisory
Service. Hungkuk Life Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061. The Product is made available in
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Citibank, 165,
Jalan Ampang, Kuala Lumpur, 50450. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de
Bolsa, which is regulated by Comision Naciona! Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico, D.F. In New Zealand
the Product is made available through Citigroup Global Markets New Zealand Ltd., a Participant of the New Zealand Exchange Limited
and regulated by the New Zealand Securities Commission. Level 19, Mobile on the Park, 157 tambton Quay, Wellington. The Product is
made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja
Papieréw Wartosciowych i Gield. Bank Handlowy w Warszawie S.A. ul, Senatorska 16, 00-923 Warszawa. The Product is made
available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in
accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in
accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor any information contained in
the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation or
outside the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian
Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047
Moscow. The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Lid., a Capital Markets Services
Licence hoider, and regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192.
Citigroup Global Markets (Pty) Lid. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its
registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities
Exchange South Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein
are not available to private customers in South Africa. The Product is made avaliiable in Taiwan through Citigroup Global Markets Inc.
(Taipei Branch), which is regulated by Securities & Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by
the press or any other person. No. 8 Manhattan Building, Hsin Yi Road, Section 5, Taipei 100, Taiwan. The Product is made available in
United Kingdom by Citigroup Global Markets Limited, which is regulated by Financial Services Authority. This material may relate to
investments or services of a person outside of the UK or to cther matters which are not regulated by the FSA and further details as to
where this may be the case are available upon request in respect of this material. Citigroup Centre, Canada Square, Canary Whatf,
London, E14 5LB. The Product is made available in United States by Citigroup Global Markets Inc, which is regulated by NASD, NYSE
and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless specified to the contrary, within
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AT announced today a spin/merge of its wireline business with VALOR Communications Group.
3Q earnings note (October 24th), we estimated base case valuation for the wireline business of §
bn, or a 6.4X '06 EV/EBITDA multiple. Baséd on VALOR's stock price, and the ownership ratios,
exactly the implied valuation in today's announcement. This should be viewed as somewhat posil
AT shares, as it adds more certainty around a strategic move which unlocks value. However, the
remaining wireless business has an implied valuation of 7.4X EV/EBITDA, which is much more
expensive than § (5.5X EV/EBITDA), our top pick. Hence, we continue to rate AT in Line. This
announcement is most likely a positive for CZN (IL/N) as it removes the possibility of participation
deal, 2 move which might have put at risk CZN's ability to sustain the current dividend level.

Forecasts and valuation

Fiscal year ended EI;S P)I(E Rt;v:‘r:‘uq E?r':"gA EV{E)B(ITI
12/03A 3.18 204 7,980 3,165
12/04A 3.37 19.3 8,246 | . 3,272
12/05E 341 19.0 9,400 3,681
12/06E 3.37 19.2 ) 10,390 4,019
12/07E 3.60 18.0 10,574 4,120
Fiscal year ended Fiscal year ended 12/05E Fiscal year ended 12/06E
EPS 12/04A oid old
1Q $0.71 unch !
2Q $0.85 unch t
3Q $0.92 unch t
4Q $0.89 unch t
Full year $3.37 |. unch L

Source: Company data, Goldman Sachs Research estimates

I, Jason Armstrong, CFA, hereby certify that all of the views expressed in this report accurately refle
my personal views about the subject company or companies and its or their securities. | also certify
no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this repor.

The Goldman Sachs Group, Inc. does and seeks to do business with companies covered in its researc|
reports. As a result, investors should be aware that the firm may have a conflict of interest that could
affect the objectivity of this report. Investors should consider this report as only a single factor in makir:
their investment decision.

Customers of The Goldman Sachs Group, Inc. in the United States can receive independent, third-party
research on the company or companies covered in this report, at no cost to themn, where such research
available. Customers can access this independent research at http:/iwww.independentresearch.gs.com
can call 1-866-727-7000 to request a copy of this research.

‘An:é!yst’_s employed by non-US

afﬂliates are not e ugred 1o take For Reg AC certification, see the text preceding Appendix 1. For other important disclosures, refer to
the NASD/ NY$E ?"a'y st exam. Appendix 1, go to http://iwww.as.com/research/hadne html ar cantact uns e fmeommbos st oo - x. o
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APPENDIX 1: DISCLOSURES

Coverage group(s) of stocks by primary analyst(s)

Jason Armstrong, CFA: America-Wireline Services.

America-Wireline Services: ALLTEL Corp., AT&T inc., BellSouth Corp., CenturyTel Inc., Cincinnati Bell Inc., Citizens Communications, Commonwealth
Enterprises, FairPoint Communications, Inc., Level 3 Communications, Inc., MCI, Inc., Qwest Communications intl., Sprint Nextel Corp., Verizon ‘
Communications.

Company-specific regulatory disclosures

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and
companies covered by the Global Investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs has received compensation for investment banking services in the past 12 months: ALLTEL Corp. $64.82), Citizens
Communications ($12.62) and Sprint Nextel Corp. ($24.65) P P { )

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: ALLTEL Corp. ($64
CenturyTel Inc. ($32.36), Citizens Communications ($12.62) and Sprint Nextel Corp. ($24.65)

Goldman Sachs has received compensation for non-investment banking services in the past 12 months: Citizens Communications ($12.62) ar
Sprint Nextel Corp. ($24.65) ($12.62)

Goldman Sachs had an investment banking services client relationship during the past 12 months with: ALLTEL Corp. ($64.82), CenturyTel |
($32.36), Citizens Communications ($12.62) and Sprint Nextel Corp. ($24.65) P (8 ) ryretin

Goldman Sachs had a non-investment banking securities-related services client relationship during the past 12 months thh ALLTEL Corp. ($€
CenturyTel Inc. ($32.36), Citizens Communications ($12.62) and Sprint Nextel Corp. ($24.65) P P- &

Goldman Sachs had a non-securities services client relationship during the past 12 months with: Citizens Communications ($12.62) and Sprint
Nextel Corp. ($24.65)

Goldman Sachs has managed or co-managed a public offering in the past 12 months: Sprint Nextel Corp. ($24.65)
Goldman Sachs has managed or co-managed a public offering in the past 5 years: CenturyTel inc. ($32.36)

Goldman Sachs is a specialist in the relevant securities and will at any given time have an inventory position, "long” or "short,” and may be on th
opposite side of orders executed on the relevant exchange: ALLTEL Corp. ($64.82) and CenturyTel Inc. ($32.36)

Distribution of ratings/investment banking relationships

Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships
OP/Buy |iLHold | ursell | oP/Buy | iL/Hold usell
Global 24% | 60% | 16% | 58% | 53% 45%

As of October 1, 2005, Goldman Sachs Giobal Investment Research had investment ratings on 1,874 equity securities. Goldman Sachs uses three ratings
relative to each analyst's coverage universe - Outperform, In-Line, and Underperform. See "Ratings, Coverage Views and related definitions” below.
NASD/NYSE rules require a member to disclose the percentage of its rated securities to which the member would assign a buy, hold, or sell rating if such ¢
system were used. Although relative ratings do not correlate to buy, hold, and sell ratings across all rated securities, for purposes of the NASD/NYSE rules,
Goldman Sachs has determined the indicated percentages by assigning buy ratings to securities rated Outperform, hold ratings to securities rated In-Line,
sell ratings 1o securities rated Underperform, without regard to the coverage views of analysts.
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Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disciosures above for any of the following disclosures required as to companies referred to in this report: manager or co-ma
in a pending transaction; 1% or cther ownership; compensation for certain services; types of dlient relationships; managed/co-managed public offerings in pric
periods; directorships; market making and/or specialist role. ’

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, professionals
reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. Analyst compensation: An
are paid in part based on the profitability of Goldman Sachs, which includes investrment banking revenues. Analyst as officer or director: Goldman Sachs p
prohibits its analysts, persons reporting to analysts or members of their households from serving as an officer, director, advisory board member or employee ¢
company in the analyst's area of coverage. Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with chi
of ratings and price targets in prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the
Goldman Sachs website at http:/iwww.gs.com/research/hedge.html.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and regulati
Australia: This research, and any access to it, is intended anly for "wholesale clients” within the meaning of the Australian Corporations Act. Canada: Goldma
Sachs Canada inc. has approved of, and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadiar
issuers. Analysts may conduct site visits but are prohibited from accepting payment or reimbursement by the company of travel expenses for such

visits. Germany: See company-specific disclosures above for (i) any net short position or (i) management or co-management of public offerings in the last five
years as to covered companies referred to in this report. Hong Kong: Further information on the securities of covered companies referred to in this research v
be obtained on request from Goldman Sachs (Asia) L.L.C. Japan: See company-specific disclosures as to any applicable disclosures required by Japanese st
exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance Company. Korea: Further information on the subject company ol
companies referred to in this research may be obtained from Galdman Sachs (Asia) L.L..C., Seoul Branch. Singapore: Further information on the covered
companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number; 1986021 65W). United Kingdom: Persons
would be categorized as private customers in the United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this rese
in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to the
by Goldman Sachs Intemational. A copy of these risk wamings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs
Intemational on request.

Ratings, coverage views, and related definitions

Our rating system requires that analysts rank order the stocks in their coverage groups and assign one of three investment ratings (see definitions below)
within a ratings distribution guideline of no more than 25% of the stocks should be rated Outperform and no fewer than 10% rated Underperform. The analy
assigns one of three coverage views (see definitions below), which represents the analyst's investment outiook on the coverage group relative to the group":
historical fundamentals and valuation. Each coverage group, listing all stocks covered in that group, is available by primary analyst, stock and coverage gro
at hitp://www.gs.com/research/hedge.html.

Definitions

Outperform (OP). We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months.

In-Line (IL). We expect this stock to perform in line with the median total return for the analyst's coverage universe over the next 12 months.

Underperform (U). We expect this stock to underperform the median total return for the analyst's coverage universe over the next 12 months.

Not Rated (NR). The investment rating and target price, if any, have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an advisc
Capacity in a merger or strategic transaction involving this company and in certain other circumstances. '

Rating Suspended (RS). Goldman Sachs Research has suspended the investment rating and price target, if any, for this stock, because there is not a sufficient
fundamental basis for determining an investment rating or target. The previous investment rating and price target, if any, are no longer in effect for this stock and
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should not be relied upon.

Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company.

Not Covered (NC). Goldman Sachs does not cover this compary.

Not Available or Not Applicable (NA). The information is not available for display or is not applicable.
Not Meaningful (NM). The information is not meaningful and is therefore excluded. -

Coverage views: Attractive (A). The investment outlook over the following 12 months is favorable rejative to the coverage group's historical fundamentals and/
valuation. Neutral (N). The investment outlook over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or
valuation. Cautious (C). The investment outlook over the following 12 months is unfavorable relative to the coverage group’'s historical fundamentals and/or
valuation.

Current Investment List (CIL). We expect stocks on this list to provide an absolute total retum of approximately 15%-20% over the next 12 months. We only as
this designation to stocks rated Outperform. We require a 12-month price target for stocks with this designation. Each stock on the CIL will automatically co
the list after 0 days unless renewed by the covering analyst and the refevant Regional investment Review Committee.

\

Ratings definitions prior to November 4, 2002 a

RL = Recommended List. Expected to provide price gains of at least 10 percentage points greater than the market over the next 6-18 months. LL = Latin Ameri
Recommended List. Expected to provide price gains at least 10 percentage points greater than the Latin America MSC! Index over the next 6-18

months. T8 = Trading Buy. Expected to provide price gains of at least 20 percentage points sometime in the next 6-9 months. MO = Market Outperformer. Expe:
provide price gains of at least 5-10 percentage points greater than the market over the next 6-18 months. MP = Market Performer. Expected to provide price ga
similar to the market over the next 6-18 months. MU = Market Underperformer. Expected to provide price gains of at least 5 percentage points less than the ma
over the next 6-18 months,

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant to ¢
contractual arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and
companies, ang research on macroeconomics, currencies, commodities and portfolio strategy.

This research is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada by Goldma
Sachs Canada Inc. regarding Canadian equities and by Galdman Sachs & Co. (all other research); in Germany by Goldman Sachs & Co. oHG; in Hong K
by Goldman Sachs (Asia) L.L.C.; in Japan by Goldman Sachs (Japan) Ltd; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in Ne
Zealand by Goldman Sachs JBWere (NZ) Limited an behalf of Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number:
198602165W); and in the United States of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection witk
distribution in the United Kingdom and European Union,

General disclosures in addition to specific disclosures required by certain jurisdictions

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we consid:
reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as appropriate, but vari
reguiations may prevent us from doing so.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment bar
and other business relationships with a substantial percentage of the companies covered by our Global Investmient Research Division.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary tra
desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our proprietary trading desks and
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity analysts, will from time to time have long or short pasitions in, act as principal in, :
buy or sell, the securities or derivatives (including options and warrants) thereof of covered companies referred to in this research.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It d
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Client
should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional
advice, including tax advice. The price and value of the investments referred to in this research and the income from them may fluctuate. Past performance
not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Certain transactions, including those involving
futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Current options disclosure documents are available
from Goldman Sachs sales representatives or at http://theocc.com/publications/risks/riskstoc.pdf. Fluctuations in exchange rates could have adverse effects
the value or price of, or income derived from, certain investments.

Our research is disseminated primarily electronically, and, in some cases, in printed form. Electronic research is simuitaneously available to all clients.
Disclosure information is also available at http://www.gs.com/researchfhedge.htm! or from Research Compliance, One New York Plaza, New York, NY 1000
Copyright 2005 The Goldman Sachs Group, Inc.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written conse
of The Goldman Sachs Group, inc.
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AT: SPINS WIRELINE BUSINESS INTO VALOR COMMUNICATIONS

|ALLTEL Corp. - 2 [NYS
Christopher M. Larsen, CFA « 212.778.8420 « chris_larsen@prusec.com Current:INeutral Weight
Brad Korch « 212.778.4781 « bradley_korch@prusec.com Risk:|]Moderate

Joseph A. Mastrogiovanni « 212.778.4791 « Target; $61.00
joseph_mastrogiovanni@prusec.com

Industry: IFavorable

\

All important disclosures and Regulation AC disclosure can be found at the end of this report,
starting at page 3, under the sections entitied Important Disclosures, and Regulation AC '
Disclosure respectively. , ;
FY EPS PIE

Actual- -] 12/04 ]~ $3.37A " 0 19.2X]
Current $3.49E
Current . $3.81E:
Avg. Volume: 1,700,000 Div/Yield: 1.54/2.38% EPS Growth: NA
Market Cap: $24,822 m 52w Range; 68.20-54.20 P/E | Growth: NM
Shares: 382.94 m
HIGHLIGHTS

e AllTel announced this morning that it has agreed to spin its wireline business and merge it with Valor
Communications. ‘

o AllTel's wireline business will represent 85% of the equity value of the new company. AllTel's
wireline business will also represent approximately 80% of the operating cash flow.

o The new Valor will pay a dividend of $1/share, versus Valor's current $1.44. Alltel expects its
wireless business to pay an annual dividend of $0.50 per share.

e We view this transaction less as a takeover of AllTel's wireline business (spin and sale) and more of a
takeover of Valor; we assume the benefit to AllTel would be the potentially faster process of spinning
its access lines versus a straight spin to shareholders.

¢ The transaction on its face values AllTel's wireline business at $9.1B ($4.9B in stock and $4.2B in
equity), or 6.7x our estimated '05 EBITDA. ,

¢ At the current stock price, Valor was trading at 7.4x EBITDA with an 11.8% dividend yield. The
combined company will be trading at 6.7x (with synergies) and have an 8% dividend yield, based on
last night's close and the new dividend. We estimate that the new dividend will represent 75-80% of
free cash flow of the new company.

o Alltel also announced a $3 billion share repurchase program and a $1 billion debt-reduction program.

o There is a conference call at 9am EST. We will have more details following that call.

DISCUSSION

Potential Risks.

- Wireline competition could increase.

- The economy could worsen.

- Increase in wireless competition.

- Regulatory changes including lowering of UNE-P rates in its markets.

- Pension fund becomes under funded and ALLTEL must contribute funds.

1
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- Integration risk.

Companies mentioned: Valor Communications Group, (VCG, $i2.24, not rated)

BUSINESS

ALLTEL Corp. (4T), headquartered in Little Rock, Arkansas, provides wirkless, wireline, and information servicés to a wide
selection of customers. The telecommunications group serves a customer base,of over 12 million. )

2
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- To view charts associated with those stocks mentioned in this report, please visit http://cm1.prusec.com.

REGULATION AC DISCLOSURE

Christopher M. Larsen CFA is principally responsible for the analysis of any security or issuer included in
this report and certifies that the views expressed accurately reflect such research analyst's personal views
about subject securities or issuers and certifies that no part of his or her compensation was, is, or will be
directly or indirectly related to the specific recommendation or views contained in the research report.
IMPORTANT DISCLOSURES

When we assign an Overweight rating, we mean that we expect that the stock's total return will exceed
the average total return of all of the stocks covered by the analyst (or analyst team). Our investment time
frame is 12-18 months except as otherwise specified by the analyst in the report.

When we assign a Neutral Weight rating, we mean that we expect that the stock's total return will be in
line with the average total return of all of the stocks covered by the analyst (or analyst team). Our
investment time frame is 12-18 months except as otherwise specified by the analyst in the report.

When we assign an Underweight rating, we mean that we expect that the stock’s total return will be
below the average total return of all of the stocks covered by the analyst (or analyst team). Qur
investment time frame is 12-18 months except as otherwise specified by the analyst in the report.

ANALYST UNIVERSE COVERAGE:
Christopher M. Larsen: ALLTEL Corp., BellSouth Corp., AT&T Inc., Qwest Communications
International, Verizon Communications, Sprint Nextel Corp., Alamosa Holdings, UbiquiTel Inc., Leap

Wireless International.

Rating Distribution
12/08/05 Firm’s Sector’s
Firm Investment Sector Investment
Banking Clients Banking Clients
Overweight(Buy)* 31% 0% 33% 0%
Neutral Weight(Hold)* 46% 0% 56% 0%
Underweight(Sell)* 23% 0% 11% 0%
Excludes Closed End Funds
09/30/05 Firm’s Sector’s
Firm Investment Sector Investment
Banking Clients Banking Clients
Overweight(Buy)* 32% 0% 33% 0%
Neutral Weight(Hold)* 44% 0% 33% 0%
Underweight(Sell)* 24% 0% 33% 0%
Excludes Closed End Funds
06/30/05 Firm’s Sector’s
Firm Investment Sector Investment
Banking Clients Banking Clients
Overweight(Buy)* 32% 0% 45% 0%
Neutral Weight(Hold)* 45% 0% 27% 0%
Underweight(Sell)* 22% 0% 27% 0%
Excludes Closed End Funds
3
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03/31/05 Firm’s Sector’s
Firm Investment Séctor , Investment
Banking Clients , Banking Clients '
Overweight(Buy)* '32% 0% 1 45% 0%
Neutral Weight(Hold)* | 45% 0% 27% 0%
Underweight(Sell)* 23% 0% 27%' 0%
Excludes Closed End Funds

* In accordance with applicable rules and regulations, we noté above parenthetically that our stock
ratings of “Overweight,” “Neutral Weight,” and “Underweight” most closely correspond with the more
traditional ratings of “Buy,” “Hold,” and “Sell,” respectively; however, please note that their meanings
are not the same. (See the definitions above.) We believe that an investor’s decision to buy or sell a
security should always take into account, among other things, that the investor’s particular investment °
objectives and experience, risk tolerance, and financial circumstances. Rather than being based on an
expected deviation from a given benchmark (as buy, hold and sell recommendations often are), our stock
ratings are determined on a relative basis (see the foregoing definitions).

Prior to September 8, 2003 our rating definitions were Buy, Hold, Sell. They are defined as follows:

When we assign a Buy rating, we mean that we believe that a stock of average or below-average risk
offers the potential for total return of 15% or more over the next 12 to 18 months. For higher-risk stocks,
we may require a higher potential return to assign a Buy rating. When we reiterate a Buy rating, we are
stating our belief that our price target is achievable over the next 12 to 18 months.

When we assign a Sell rating, we mean that we believe that a stock of éverage or above-average risk has
the potential to decline 15% or more over the next 12 to 18 months. For lower-risk stocks, a lower
potential decline may be sufficient to warrant a Sell rating. When we reiterate a Sell rating, we are stating
our belief that our price target is achievable over the next 12 to 18 months.

A Hold rating signifies our belief that a stock does not present sufficient upside or downside potential to
warrant a Buy or Sell rating, either because we view the stock as fairly valued or because we believe that
there is too much uncertainty with regard to key variables for us to rate the stock a Buy or Sell.

When we assign an industry rating of Favorable, we mean that generally industry fundamentals/stock
prospects are improving.

When we assign an industry rating of Neutral, we mean that generally industry fundamentals/stock
prospects are stable,

When we assign an industry rating of Unfavorable, we mean that generally industry fundamentals/stock
prospects are deteriorating.

Ratings History: AT

Rating Changes | Target Price Changes
Date From Te Analvst Date Frem Te Analyst
09/08/03 Hold NTRL Larsen 08/04/05 55.00 61.00 Larsen
01/11/05 52.00 55.00 Larsen
11/26/04 51.00 52.00 Larsen
07722104 49.00 51.00 Larsen
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Rating Changes . Target Price Changes
Date From To Analyst Date From " To ' Analvst
04/22/04 , . 47.00 49.00 Larsen
01/26/04 43.00 47.00 Larsen
10/24/03 42.00 43.00 Larsen
04/24/03 41.00 42.00 Larsen
03/11/03 43.00 41.00 Larsen
[

Additional Information

Price Target — Methods/Risks

The methods used to determine the price target generally are based on future earning estimates, product
performance expectations, cash flow methodology, historical and/or relative valuation multiples. The
risks associated with achieving the price target generally include customer spending, industry competition
and overall market conditions.

Additional risk factors as they pertain to the analyst's specific investment thesis can be found within the
report.

Price History: AT

5
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AT (as of 12/09/05)
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When recommending the purchase or sale of a security, Prudential Equity Group, LLC is subject to a conflict of interest because should such advice be
followed, and resutt in a transaction being executed through the firm, Prudential Equity Group, LLC may eam brokerage compensation on the

" transaction. In addition, any order placed with Prudential Equity Group, LLC may be executed on either an agency basis resulting in a commission
payment to Prudential Equity Group, LLC or on a principal basis, versus Prudential Equity Group, LLC's proprietary account, resulting in a niérk-up or
mark-down by Prudential Equity Group, LLC. ' o

Any OTC-traded securities or non-U.S. companies mentioned in this report may not be cleared for sale in all jurisdictions.
Securities products and services are offered through Prudential Equity Group, LLC, a Prudential Financial

company. ‘

© Prudential Equity Group, LLC, 2005, all rights reserved. One New York Plaza, New York, NY 10292

Information contained herein Is based on data obtained from recognized statistical services, issuer reports or communications, or other sources, believed to be reliable, Any '
statements nonfactual in nature constitute only current opinions, which are subject to change.

There are risks inherent in intemational investments, which may make such investments unsuitable for certain dlients. These include, for example, economic, political, cuency
exchange rate fluctuations, and limited availability of information on international securities, Prudential Equity Group LLC, and its affiliates, make no representation that the
companies which issue securities that are the subject of their research reports are in compliance with certain informational reporting requirements imposed by the Securities’
Exchange Act of 1934. Sales of securities covered by this report may be made only in those jurisdictions where the security is qualified for sale. The contents of this publication
have been approved for distribution by Bache Financial Limited, which is authorised and regulated by The Financial Services Authority. We recommend that you obtain the

advice of your Registered Representative regarding this or other investments.

If you did not receive this research report directly from Prudential Equity Group, LLC ("PEG") or Bache Financial Ltd ("BFL"), your access to, and receipt of, this report does not
by itself operate to establish & client-broker relationship between you and PEG or BFL, as the case may be. Accordingly, please direct any questions you may have regarding
this report to the registered representative employed by the securities firm at which your account is held who s assigned to service your account, and not to PEG or any PEG
analyst whose name appears above. Please note that PEG or BFL, as the case may be, bears no responsibility for any recommendation(s) or advice that such securities fm or
its registered representatives may provide to you, regardiess of whether any such recommendation or advice is based in whole or in part o this report.

Additional information on the securities discussed herein is available upon request. The
applicable disclosures can be obtained by writing to: Prudential Equity Group, LLC, 1 New York
Plaza — 17" floor, New York, New York, 10292 Attn: Equity Research.

Prudential Equity Group, LLC and Prudential Financial, Inc. of the United States are not .
affiliated with Prudential pic of the United Kingdom.
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ALLTEL Corporation (AT)

Spinning Off Local Busihess

Price: (12/09/05) 66.48 Rating: Outperform | FY: Dec l 2004A 2005E 2006E
S52WK H-L: 68-54 - Q1 0.71A 0.84A
Market Cap (mii): 25,927 Suitability: Average Risk Q2 0.85A 0.90A
Shares Out (mil): " 390.0 Q3 0.92A 0.90A
Float (mil): 365.5 Q4 0.89A 0.82E )
Avg. Daily Vol (mif): NM ! Total 3.37A 3.45E 3.61E
Price Target: 72 FY PIE 19.7x 19.3x 18.4x
Dividend: ; 1.52
Yield: 229
Please refer to Appendix - Important Disclosures and Analyst
Certification.
William V. Power, CFA R
wpower@rwbaird.com Action
214.361.1129 This morning Alitel announced plans to spin off its local business and merge it into
Sara E. Litton Valor Communications (VCG), with AT shareholders owning 85% of the new wireline
;';tfgg%‘:?"dmm entity. The pro forma wireless entity should continue to benefit from strong wireless
R trends, and could be an attractive acquisition target at some juncture in the future.
. Reiterate our Outperform rating and $72 target price.
Summary
* The announced spin and merger into Valor, which was valued at $9.1 billion, should

be tax free to all shareholders. The valuation is consistent with our previous
expectation, and values the local business at 6.5-7.0x EBITDA.

* The transaction is expected to close in mid-2006.

* Alitel will send $4.2 billion of debt with the wireline business, which will actually lower
the new wireline company's leverage ratio from 4.0x debt to EBITDA to 3.2x. The pro
forma wireless entity will have a debt to EBITDA ratio of under 1.0x, providing
significant flexibility for future transactions.

* In conjunction with this announcement, Alltel announced plans for a $3.0 billion share
buyback over the next two years. In addition, the pro forma wireless company plans
to pay a $0.50 per share dividend, vs. the total company dividend of $1.54 today.

* The new wireline entity plans a 65-70% payout ratio, which equates to a roughly 8%
dividend yield based on VCG's current price.

* We believe the new wireless entity should be well positioned for solid growth as the
largest wireless pure play in the U.S. Pro forma for its local spin, Sprint (S) will still
have its long distance business, though it will also be predominantly wireless.

* In addition, Alltel could be a good strategic fit for one of the nationwide wireless
carriers over the long term, with Verizon Wireless and Sprint seemingly being the
best fits along technology lines.

* Reiterate our Outperform rating and $72 target price.
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Details

Our $72 target price is based on 6.5x our 2006 local EBITDA forecast and 8.0x our &
wireless EBITDA forecast.

Investment Thesis

ALLTEL has transformed itself into one of the largest wireless operators in the Un
States with 10.6 million subscribers. ALLTEL continues to possess one of the strong
balance sheets in the telecommunications industry, and has been a consistent gener:
of free cash flow and earnings. With the close of the Western Wireless acquisition
August 1, wireless now represents close to 70% of revenue. In addition, the comp:

: expects to announce a decision regarding its local business by year-end, which would
value enhancing. :

Risks & Caveats

Wireless competition will continue to increase in ALLTEL's markets, potentially harmi
operating results and-margins in future quarters. The wireline business could also
negatively impacted by further deterioration of the economy, as well as broadband a
wireless substitution. Though the company has been able to successfully integn
previous acquisitions, additional acquisitions could prove troublesome in the future.

Company Description

Following the close of the Western Wireless acquisition, ALLTEL currently boasts 10
million wireless subscribers, positioning it as the fifth-largest operator in the count
While wireless generates over 60.0% of the company's revenue, the compar
possesses 2.9 million local exchange customers and 1.8 million long-distan
subscribers. ALLTEL is headquartered in Little Rock, Arkansas.
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Appendix - Important Disclosures and Analyst Certification

[ogrzei05
0:$32

Robert W. Baird & Co. and/or its affiliates expect to receive or intend to seek investment banking related
compensation from the company or companies mentioned in this report within the next three months.

Investment Ratings: Outperform (O) - Expected to outperform on a total return, risk-adjusted basis the broader
U.S. equity market over the next 12 months. Neutral (N) - Expected to perform in line with the broader U.S. equity
market over the next 12 months. Underperform (U) - Expected to underperform on a total return, risk-adjusted
basis the broader U.S. equity market over the next 12 months.

Risk Ratings: L - Lower Risk - Higher-quality companies for investors seeking capital appreciation or income with
an emphasis on safety. Company characteristics may include: stable earnings, conservative balance sheets, and an
established history of revenue and earnings. A - Average Risk - Growth situations for investors seeking capital
appreciation with an emphasis on safety. Company characteristics may include: moderate volatility, modest
balance-sheet leverage, and stable patterns of revenue and earnings. H - Higher Risk - Higher-growth situations
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appropriate for investors seeking capital appreciation with the acceptance of risk. Company characteristics me
include: higher balance-sheet leverage, dynamic business environments, and higher levels of earnings and pric
volatility,. S - Speculative Risk - High-growth situations appropriate only for investors willing to accept a hig
degree of volatility and risk. Company characteristics may include: unpredictable earnings, small capitalizatiol
aggressive growth strategies, rapidly changing market dynamics, high leverage, extreme price volatility an
unknown competitive challenges. '

Valuation, Ratings and Risks: The recommendation and price target contained within this report are based on
time horizon of 12 months but there is no guarantee the objective will be achieved within the specified time horizon
Price targets are determined by a subjective review of fundamental and/or quantitative factors of the issuer, its
industry, and the security type. A variety of methods may be used to 'determine the value of a security including, bu
not limited to, discounted cash flow, earnings multiples, peer group comparisons, and sum of the parts. Overal
market risk, interest rate risk, and general economic risks impact all securities. Specific information regarding the
price target and recommendation is provided in the text of our most recent research report.

Distribution of Investment Ratings: As of November 30, 2005, Baird U.S. Equity Research covered 456
companies, with 49% rated Outperform, 49% rated Neutral and 2% rated Underperform. Within these rating
categories, 18% of Outperform-rated and 9% of Neutral-rated companies have compensated Baird for investment
banking services in the past 12 months and/or Baird managed or co-managed a public offering of securities for
these companies in the past 12 months.

this report, are based on a variety of factors, including the overall profitability of the firm and the total revenue
derived from all sources, including revenues from investment banking. Baird does not compensate research
analysts based on specific investment banking transactions.

Analyst Compensation: Individual compensation determinations for research analysts, including the author(s) of

A complete listing of all companies covered by Baird U.S. Equity Research and applicable research disclosures can
be accessed at http://www.rwbaird.com/researchdisclosure/. You can also call 1-800-792-2473 or write: Robert W.
Baird & Co., Equity Research, 24th Floor, 777 E. Wisconsin Avenue, Milwaukee, W1 53202.

Analyst Certification

The senior research analyst(s) certifies that the views expressed in this research report and/or financial model
accurately reflect such senior analyst's personal views about the subject securities or issuers and that no part of his
or her compensation was, is, or will be directly or indirectly related to the specific recommendations or views
contained in the research report. '

Disclaimers
Baird prohibits analysts from owning stock in companies they cover.

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions
expressed here refiect our judgment at this date and are subject to change. The information has been obtained from
sources we consider to be reliable, but we cannot guarantee the accuracy.

ADDITIONAL INFORMATION ON COMPANIES MENTIONED HEREIN IS AVAILABLE UPON REQUEST
The Dow Jones Industrial Average, S&P 500, S&P 400 and Russell 2000 are unmanaged common stock indices
used to measure and report performance of various sectors of the stock market; direct investment in indices is not

available.

Baird is exempt from the requirement to hold an Australian financial services license. Baird is regulated by the
United States Securities and Exchange Commission, NASD, NYSE, and various other self-regulatory organizations
and those laws and regulations may differ from Australian laws. This report has been prepared in accordance with
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the laws and regulations governing United States broker-dealers arid not Australian laws.

Copyright 2005 Robert W. Baird & Co. Incorporated

Other Disclosures

UK disclosure requirements for the purpose of distributing this research into the UK and other countrie:
for which Robert W Baird Limited holds an ISD passport.

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of th
Financial Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investmen
professionals and may not be distributed to private clients. Issued in the United Kingdom by Robert W Bairc
Limited, which has offices at Mint House 77 Mansell Street, London, E1 8AF and is a company authorized and
regulated by the Financial Services Authority and a member of the London Stock Exchange. For the purposes of
the Financial Services Authority requirements, this investment research report is classified as objective.

Robert W Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.
RWBL is regulated by the Financial Services Authority ("FSA") under UK laws and those laws may differ from
Australian laws. This document has been prepared in accordance with FSA requirements and not Australian laws.

k t lyst i Click here to unsubscribe
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AT ALLTEL Corporation |
$65.88 Post-Spin, Debt Capacity Is The Fundamental Story, Not Takeout
12-Month Target: » Alltel announced on Friday plans to spin off its wireline busine
$70.00 for §$9.1 billion and merge the new company with VALOR
Total Return To Target: Communications. The transaction is expected to close in mid-20
8.6% and will be tax free for both Alltel and VALOR shareholders.
: » ALLTEL also announced the remaining wireless business will

g complete a $3 billion share buyback program (over 2 years) an

uy pay a $0.50 dividend (a 1% yield) post spin. The spin creates a |

_ cap pure play wireless growth company with leverage of 0.4x.

Market Cap. Volatility > We see this positive announcement as a beginning of the realiz:
$25.5 BB Low of a major thesis point in our Buy rating. Alltel’s strong balanct

David W. Barden, CFA

(212) 847-5890

sheet and low leverage will open many strategic options, and we se
this as the main value proposition next to the underlying growth of
solid wireless assets.

dwbarden@bofasecurities.com > We see the wireline spin as fairly valued at 6.3x ‘0SE EBITDA ;
Robert Dezego 5.9x ‘061*_3 EBITDA. We estimate thta remainiqg Alltel wireless

(212) 847-5702 business is trading at 7.1x our ‘06 estimate, a discount to recent M&
fidezego@bofasecurities.com industry transactions. We estimate solid FCF yields for the new All

Joseph Bender
{212) 583-8453
joe.bender@bofasecurities.com

Marcus Shaw
(212) 847-5368

marcus.shaw@bofasecurities.com

wireless business of 6% (2006E) and 7% (2007E).

We see the Alltel deal as a positive for Sprint and its planned lo«
spin. We believe the Alltel spin will act as a litmus test for the pend
spin-off of Sprint’s (S, $24.90, Buy, Target Price: $32.00) wireline
business as there are now two indirect issues that can be used as a
proxy—the SpinCo and Valor, both valued 6.3-6.4x ‘05E EBITDA.

> Valuation and Target Price Analysis: Our $70 target is based on ¢
DCF and SOTP valuations, supported by our comparable multiples
analysis.
» PORTFOLIO MANAGERS’ SUMMARY: Page 3.
Changes at a glance
(Please see page 2 for additional detail)
) Rating? ) Target Price?
l No l <P J <
Maintain Buy Maintain $70.00 Target
P Revenue (BB) Prev | Cur |
[Fro4 | * - $8.2
| FrosE| * - $9.5
p EPS** Prev Cumr P/E
[Fo4 |No| <€ | - | $337] 195
| FrosE| No | € | - $3.44 | 19.2
|FYOBE|No | €b | - $3.66 | 18.0 |
* No Previous Values
& = Up; ¥ = Down; €b = No Change. ** These estimates adjusted Source:

to account for FAS 123r, Expensing of Employee Stock Options,

This report has been prepared by Banc of America Securities LLC (BAS), member NASD, NYSE and SIPC. BAS is a subsidiar
of Bank of America Corporation. Please see the important disclosures and analyst certification on page 9 of this report. BA!
and its affiliates do and seek to do business with companies covered in its research reports. As a result, investors should b
aware that the firm may have a conflict of interest that could affect the obiectivit of thic renart Invactare chautd ~nmafd--
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Company Data Estimates (FYE Dec) 2004A 2005E 2006E

52-Week Range $68-54 Prev Cumr Prev Curr

Market Capitalization (BB) $25.5 EPS* '

Shares Qutstanding (MM) 387.0 1Q (Mar) $0.71 N/A° $0.84A -

Float (MM) 364.9 2Q (Jun) 0.85 N/A 0.90A -

Short interest 1.7% 3Q (Sep) 0.92 N/A 0.90A -

Average Daily Volume 1,759,485 4Q (Dec) 0.89 N/A 0.81E -

Dividend,Yield . $1.54/2.3% Fiscal Year $3.37 - $3.44 - $3.66

12/05 ROE/ROIC /12.0% First Call Mean $3.46 $3.62

Exchange-Traded Funds XLK,VZ JKF

Convertibles YES Calendar Year $3.37 N/A $3.44 -  $3.66

Praj. 3-Yr EPS Growth Rate 11% P/E 19.5 19.2 18.0

| P/E/G 178% 174% 164%

Revenue (BB)

Balance Sheet'(12/05) 1Q (Mar) $2.0 - $2.1A -

Net Cash/Share $0.19 2Q (Jun) 2.0 - 2.3A -

Book Value/Share $35.51 3Q (Sep) 2.1 - 2.5A Co-

Price/Book Value 1.9x 4Q (Dec) 2.1 - 2.6E -

Debt/Cap. None Fiscal Year $8.2 - $9.5 - $104
* These estimates adjusted to account for FAS 123r, Expensing of Employee Stock Options. First

Call Mean estimates might not have been similary adjusted.
Top Picks Company Description

Sprint Nextel Corporation
(S, $24.90, B, $32.00 Target)

ALLTEL Corporation
(AT, $65.88, B, $70.00 Target)

Least Favorites
CentunyTel, inc.
(CTL, $33.05, N, $31.00 Target)

* New pick.

2

> Alitel today is an RLEC/Wireless hybrid, owning both local access
lines and wireless assets. Alltel closed its $6.5b purchase of Western
Wireless in 3Q05 and expects to close a $1.0b purchase of Midwest
Wireless in 1Q06. After Alltel spins off its wireline assets expected in
2Q06, the remaining wireless company will cover over 75m POPs and
serve roughly 11m subscribers.

Sector View

» Marketweight. We favor wireless and towers over wireline. Within
wireline, we prefer higher wireless exposure. We are neutral on RLECs.

ALLTEL Corporation
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Portfolio Managers’ Summary

» Our 12-month thesis on the stock. The announced spinoff of ALLTEL’s
wireline business is the realization of a major thesis point in our Buy rating.
split of the wireline and wireless businesses should allow the wireline entity
focus on maximizing dividend returns to incomie investors and the wireless ¢
to focus on balancing growth and returns to equity After the spin of the wire
business, Alltel will be the only large cap pure play wireless growth compan
should enjoy exceptionally low leverage at 0.4x. We believe management w
to extract maximum value for equity holders from this debt capacity, either t
incremental buybacks, dividends or accretive M&A B

» Our call today in a nutshell. Following the company’s wireline divestiture
announcement last Friday,speculation on the stock may well now rotate to th
potential for the Alltel's wireless unit to be acquired. However, the real
fundamental story at Alltel wireless will be how the company plans to extrac
from its exceptionally underlevered balance sheet, which we estimate will be
06E EBITDA. The company has aiready announced a 15% buyback and a 1'
annual dividend, but there could be substantially more behind this over time,
depending on how things unfold

> Upcoming catalysts. In the next six months we expect: 1) the imminent clos:
the $1.6 billion sale of international assets acquired from Western Wireless, 2
release of 4Q earnings in late January; 3) an analyst day on February 1st; 4) tl
close of the Midwest Wireless acquisition in 1Q06, and 5) the completion of 1
wireline Spin in 2Q06

» 12-month valuation. Our $70 target is based on our DCF and SOTP valuatio
supported by our comparable multiples analysis

> Risks to our call. Alltel could fail to obtain state regulatory approvals for po:
of the wireline spin at current leverage and dividend levels, which could lowe
valuation for the Spin. Alltel could fail to get IRS approval for the tax free stz
of the spin. Execution of the merger integration with Western Wireless could
slower than expected with lower synergies

Investment Considerations

Alltel announced on Friday plans to spin off its wireline business for $9.1 billic
and merge the new company with VALOR Communications (VCG, $12.31,
Neutral, Target Price: $13.00). The transaction is expected to close in mid-2006
as expected, will be tax free for both Alltel and VALOR shareholders. At this early
stage, the merger with VALOR does not seem to generate any real synergy ($40
million estimate annually) and ALLTEL will run the show from a management
perspective. As a result, the VALOR deal appears geared primarily to anchor the
SpinCo. valuation and season the spin into the targeted mid 2006 close.

While speculation around the remaining wireless ALLTEL asset may be its
strategic position in a consolidating industry, the fundamental Alltel story cent:
on the wireless business’ strong balance sheet and its many organic strategic
options. The spin removes wireline exposure from ALLTEL and creates a large caf
pure-play wireless growth company. Alltel expects to receive cash of $4.2 billion,

ALLTEL Corporation

ema sema e o m o~



Equity Research
12/12/2005

Bankof i\'mer'iéa =

leaving the new wireless company with net debt of about $1.1 billion post-close and
estimated leverage of 0.4x at YE2005E. In conjunction with the spin, ALLTEL
announced a $3 billion share buyback program to be implemented over two years post-
close. The new pure-play wireless company will also pay a $0.50 dividend (a 1%
yield) after the spin off is complete. With an exceptionally under-levered balance sheet,
ALLTEL not only represents an attractive merger candidate for a larger wireless
company but has substantial leeway to boost dividends, increase buyback and/or pursue
accretive M&A. We believe the fundamental story will hinge primarily on how
ALLTEL uses this debt capacity for the benefit of equity holders. o

AT shares reacted positively to the announcements on Friday, with shares rising
1.6% to $65.88. We see the announcement as a positive event for the stock and the
realization of a major thesis point in our Buy rating. The split of the wireline and
wireless entities in theory should allow the wireline entity to focus on maximizing
dividend returns to income investors and the wireless entity to focus on balancing
growth and returns to equity. We see the 16 state regulatory approvals and the IRS
approval of the tax free status of the spin as the key hurdles here. There is some
discrepancy between ALLTEL’s approach to the spin and Sprint’s approach, with
Sprint taking a more conservative payout and leverage posture, claiming the need to
assuage state regulators. ALLTEL has expressed no such concern; despite the fact the
two companies have overlapping operations in 8 states. This difference is clearly an
avenue to pursue and monitor over the course of the approval process.

Valuing ALLTEL’s Wireline Spin and Remaining Wireless Business ,

We see the wireline spin as fairly valued at the current implied 2005E EBITDA
multiple of 6.3x and the implied 2006E EBITDA multiple of 5.9x. While this
valuation is marginally below our previous 6.5x 2005E EBITDA estimate, our estimate
did not include the communications support services segment as part of the spin. The
lower multiple on these slower growing, lower margin businesses would bring our prior
estimate for the valuation closer to the deal value of 6.3x.

‘We estimate the remaining wireless business is trading at 7.1x our 2006 estimate.
We see this valuation as cheap relative to recent M&A transactions in the industry.
Relative to the implied valuation of the wireless units within hybrid players (e.g.
Cingular, Verizon Wireless, and Sprint), the stock trades above the high end of this
range of roughly 5x to 7x 06E EBITDA, though it is possible this observation is
attributable to the implied valuation of the underlying Bell wireline business.

ALLTEL Corporation
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Valuation of the Remaining Alltel Wireless Business

($ millions) 3Q05 2005E 2006E
Unadjusted Net debt 1,674 43 -682
+ Midwest Wireless Adjustment \ 1,075 1,069 1,040
+ Share Buyback 0 0 750
= Adjusted Net Debt 2,749 1,112 1,108
Shares 368 387 378
Market Cap ‘ , 19,308 20,596 19,983
2') 22,057 21,709 21,091
Wireless EBITDA (ex 1x costs) 685 2,580 2,972
Alltel FCF (Including Wireline)* 1,266 1,790
+ Midwest Wireless Adjustment 6 29
- Alitel Wireline Spin FCF 579 607
Wireless FCF 681 1,154
Share Buyback 0 750
Per Share Cost $65.88 $70.00
Shares i1
Per Share Dividend $0.50 $0.50
FV/EBITDA Valuation 8.1x 8.4x 7.1x
AT Leverage 1.0x 0.4x 0.4x
Dividend Yield 0.9% 0.9%
FCF yield 5.8%

*2005 FCF is GAAP reported.

Source: Company reports, Banc of America Securities LLC estimates,

The table above highlights our valuation for Alltel’s remaining wireless busin
We estimate the remaining wireless business is trading at 7.1x our 2006 estimate, ¢
6.3x our 2007E estimate, will have leverage of 0.4x at 2005E, a 1% dividend yield
FCF yields 5.8% (2006E) and 7.4% (2007E). Our valuations adjust for the plannéc
Midwest wireless acquisition estimated to close in 1Q06 and subtracts the wireline
assets estimated to close in 2Q06. We assume $750 million in share buybacks in 2

$1.5 billion in 2007, and $750 million in 1HO08.

We see the Alltel announcement as a positive for Sprint and its planned local s
By “going first,” we believe the Alltel spin will act as a litmus test for the pending s
off of Sprint’s (S, $24.90, Buy, Target Price: $32.00) wireline business. Based on t
implied value of the wireline spin and the residual implied value of the wireless
business at ALLTEL, we believe trading on Friday suggests Sprint shares are
substantially undervalued.

Details of the Spin off and Merger

Alltel will spin off its wireline business for $9.1 billion and merge the new
company with VALOR. The transaction is expected to close in mid-2006 and as
expected, will be tax free for both Alltel and VALOR shareholders. ALLTEL
shareholders will own 85% of the new company created by the spin-off and merger
with VALOR. The new wireline company will be located in Central Arkansas.
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VALOR Communications, will issue 403 million shares of stock valued at $4.9 billion
to the shareholders of Alltel in exchange for the Alltel wireline business. Current Alltel
shareholders will continue to own 1 share of the remaining wireless entity and will
receive 1.05 shares of VALOR stock for each share of Alltel they currently own.
VALOR will also assume approximately $4.2 billion in additional debt from Alitel.
Alltel has not yet determined a new name for the SpinCo. "

The $9.1 billion spin off values Alltel’s wireline & communications support
businesses at roughly 6.3x 2005E EBITDA and 5.9x 2006E EBITDA. The SpinCo
will have an estimated 3Q05 firm value of $11.2 billion, net debt of $5.4 billion and an
equity value of $5.8 billion. We estimate 2005SE EBITDA for the SpinCo of $1.7
billion, implying total estimate leverage of 3.1x excluding synergies and potential one-
time merger costs. This leverage is below VALOR's current leverage of 4x.

The new wireline company will pay a dividend of $1.00 per share on a total of 471
million shares, implying a dividend yield of 8.2%. We forecast 2005E EBITDA of
$1.7 billion for the new entity ($1.4 billion from Alltel’s properties and $270 million
from the Valor properties). For Alitel shareholders, the move will increase the
collective dividend by $0.01 per share from $1.54 to $1.55 with $0.50 coming from
wireless and $1.05 coming from wireline, implying a 1% dividend yield on the
remaining wireless business. Alltel and VALOR have complementary geographic
footprints and the company expects $40 million in annual synergies from the
integration of Alltel's existing billing system outsourcing relationship with VALOR.

ALLTEL Corporation
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Valuation: Current, the Alltel Spin, and the new mérged SpinCo

{$ millions)
‘- 3Q05 2005E 2006E
Current Valuations .
AT Net debt \ §,874 4,098 2,766
AT Shares . 368 387 389
AT Mkt Cap 24,230 25,518 25,611 z
AT FV 30,104 29,617 28,377 . Y]
qFV/EBrTDA Valuation 7.6x 8.1x 6.7x
vea Net debt 866 868 841
VCG Shares 71 71 71
VCG Mkt Cap 872 872 872
VCG FV 1,738 1,740 1,713
FV/EBITDA Valuation 6.5x 6.4x 6.3x
Spin Valuation for ALLTEL Assets
Net Debt 4,200 4,055 3,448 :
Equity 4,922 4,922 4,922 y
2} 9,122 8,977 8,370 i
FV/EBITDA Valuation 6.4x 6.3x 5.9x
SpinCo Pro Forma Valuations '
Net Debt ’ 5,400 5,226 4,491 Z
Equity 5,794 5,794 5,794 L4
(27) 11,194 11,020 10,285 9
FV/EBITDA Valuation 6.7x 6.5x 6.0x
New VCG Shares 403 403 403
Existing VCG Shares 71 71 71
Total New VCG Shares 474 474 474
AT EBITDA Contribution 1o SpinCo 354 1,430 1,426 1,
VCG Adjusted EBITDA 67 272 271
Synergies 20
Total SpinCo EBITDA 420 1,702 1,717 1,
SpinCo Dividend per share $1.00 $1.00 $1.00 $1
SpinCo Dividend total 474 474 474 '
Spin Co Dividend Yield 8.2% 8.2% 8.2% 8
Spinco Leverage 3.2x 3.4x 2.6x i
AT Wireline FCF 611 579 607 ¢
VCG FCF 109 116 128 i
Total SpinCo FCF 719 695 735 1
FCF payout Ratio 66% 68% 64% 6:
FCF Yield 15% 14% 15% 1¢
Source: Company reports, Banc of America Securities LLC estimates.
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ALLTEL Income Statement (GAAP Purchase Accounting)

($ millions, except per share figures)

2Q

20

1 3Q 4Q 1Q
2004 2004 2004 2004 2005 2005 20
Wireline Revenue $599 $610 $603 $608 $594 $595 $5
Wireless 1,184 1,253 1,314 1,327 1,352 1,455 1,7
Communications Support Services 219 029 227 248 225 261 2
Less Intercompany eliminations {42) (50) (41) (43) (44) {52) (4
=Total reported revenue 1,961 2,042 2,103 2,140 2,126 2,260 2,5
note: p/p change -2.6% 4.1% 3.0% 1.7% 0.6% 6.3% *11.%5
-Cost of services 561 584 624 605 626 661 ‘T
-Cost of access product sold 257 256 263 300 282 308 3
= Gross profit 1,143 1,202 1,216 1,235 1,218 1,291 1,4
note: % total reported revenue 58.3% 58.9% 57.8% 57.7% 57.3% 57.1% 57.8
- Selling, general and administrative 375 373 374 402 407 421 4i
EBITDA Synergies 0 0 0 0 0 0
1x Integration costs 0 0 0 0 0 0
= Reported EBITDA 768 829 842 833 810 871 98
note: p/p change -3.5% 7.9% 1.6% -1.1% -2.7% 7.4% 13.1¢
note: % total reported revenue 39.2% 40.6% 40.1% 38.9% 38.1% 38.5% 39.1¢
Note: EBITDA Excluding 1x Integration Cots 768 829 842 . 833 810 871 99
- Depreciation and Amortization 321 321 325 333 341 348 38
Integration expenses and other charges 52 0 0 (1) 0 0 1!
EBIT 395 508 518 501 469 522 57
note: p/p change -16.7% 28.6% 2.0% -3.2% -6.4% 11.3% 10.59
note: % total reported revenue 20.1% 24.9% 24.6% 23.4% 22.1% 23.1% 22.9%
Interest expense 92 87 87 88 87 76 8:
+ Other expense (income), net (2) 3 (16) (7) (113) (193) (48
= Total non-operating expenses 89 89 70 80 {26) (116) 3¢
Income before income taxes 305 418 447 421 496 638 541
- income taxes 116 156 144 150 183 236 20€
note: effective tax rate 37.8% 37.3% 32.1% 35.79% 36.9% 37.0% 38.1%
= Net income before extraordinaries 190 263 304 271 313 402 335
+Income from discontinued operations 0 0 20 0 0 0 26
= Net income available te common shareholders 190 263 323 271 313 402 361
Weighted average shares for diluted EPS 312 309 308 304 303 316 368
Basic eamings per share - Reported 0.61 0.85 1.05 0.89 1.04 1.28 0.99
Diluted eamings per share (normalized) 0.71 0.85 0.92 0.89 0.84 0.890 0.90
FAS 123R EPS Adjustment . 0.00 0.00 0.00 0.00 0.00 0.00 0.00
FAS 123R adjusted diluted EPS (nermalized) 0.71 0.85 0.92 0.89 0.84 0.90 0.90
Common dividend per share 0.37 0.37 0.37 0.37 0.38 0.38 0.38
Note: Payout ratio 60.9% 43.6% 35.2% 41.6% 36.8% 29.9% 38.7%
Source: Company reports, Banc of America Securities LLC estimates.
8 ALLTEL Corporation
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REG AC - ANALYST CERTIFICATION

The primary research analyst whose name appears in this research report certifies the following: (1) that all of th
expressed in this research report accurately reflect his or her personal views about any and all of the subject secu
issuers; and (2) that no part of the research analyst's compensation was, is, or will be directly or indirectly relate:
specific recommendations or views expressed by the research analyst in this research report.

IMPORTANT DISCLOSURES

Banc of America Securities LLC (BAS) and Banc of America Securities Limited (BASL)
Stock Rating System

The rating system is based on a stock's forward -12-month expected total return (price appreciation plus dividend
The prospective rates of return that help define the Buy, Neutral and Sell ranges are subject to change from time t
corresponding with changes in prospective rates of return on competing investments. The specific volatility leve
divide our stocks into low, medium, high, and extreme ranges are subject to change from time to time, correspc
with changes in the volatility of benchmark indexes and the companies that comprise them.

Volatility Ratings
Buy Neutral Sell
; Low 0%-25% 8%+ 7.9%-(4.9)%  (5)% or worse
Medium 25%-35% 11%+ 10.9%-(6.9)% (7)% or worse
‘ High 35%-55% 15%+ 14.9%-(10.9%  (11)% or worse
Extreme 55%+ 30%+ 29.9%-(19.9%  (20)% or worse

Source for volatility: Bloomberg.

Rating Distribution*
Global Coverage

Coverage Universe Companies Pct. Investment Banking Clients Companies  Pet.:
Buy 356 40 Buy 275 77
Hold 501 56 Hold 396 79
Sell 43 5 Sell 32 74
Media/Telecom Services Sector

Coverage Universe Companies Pct. Investment Banking Clients Companies  Pct.*
Buy 30 43 Buy 24 80
Hold 39 57 Hold 28 72
Sell 0 0 Sell 0 0
* For the purposes of this Rating Distribution, “Hold” is equivalent to our “Neutral” rating.

** Percentage of companies in each rating group that are investment banking clients.

As of 12/01/2005.

The analysts and associates responsible for preparing this research report receive compensation that is based on
various factors, including the total revenue of BAS and its affiliates, a portion of which is generated by investme
banking business. They do not receive compensation based on revenue from any specific investment banking

transaction.
. BAS and BASL prohibit analysts and members of their households from maintaining a financial interest in the

securities or options of any company that the analyst covers or that falls within the analyst’s coverage sector exc

ALLTEL Corporation
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in limited circumstances (for securities and options acquired prior to July 9, 2002), as permitted by the New York

Stock Exchange and the NASD. Stock ownership in the companies mentioned in this report by the analyst who has
prepared this report and members of his or her household is disclosed below. The absence of such disclosure
means that the analyst(s) preparing this report (including members of his or her household) does not have any
direct stock ownership in companies mentioned in this report. BAS and BASL also permit analysts and members
of their households to own diversified mutual funds and to maintain financial interests in funds and other private
investments that may include companies in a sector that the analyst covers if the person acquired the financial
interest prior to July 9, 2002. !

BAS and BASL policy prohibits research personnel from disclosing a rating, recommendation or investment tliesis
for review by an issuer prior to the publication of a research report containing such rating, recommendation or
investment thesis. Materials prepared by BAS and BASL research personnel are based on public information.

With the exception of members of research management named on the directory located at www.bofa.com/login or
on the back page of this report, the persons listed on this directory have the title of "research analyst." Any other
contributors named on the front cover of this research report but not shown on this directory have the title
"research associate.”

For applicable current disclosures, please call us at 1-888-583-8900 and ask for your BAS representative, or write
us at Banc of America Securities LLC, Attn. Compliance Department, 40 West 57" Street, New York, NY 10019,
or visit our website at www.bofa.com/login and follow these steps to get to a webpage containing all applicable
current disclosures: after logging into the web site; click on the red ‘Equity’ tab at the top of the page; click on
‘Search Company Coverage’ on the left side navigation menu; fill in the ticker symbol of the company in the
Symbol search field and hit *Search’. If you do not have a username or password, please contact your BAS
representative or call the number above.

Further information on any security or financial instrument mentioned herein is available upon request.

Company - Specific Disclosures

BAS and/or its affiliates have lead- or co-managed an offering of securities for this company in the previous 12
months: ALLTEL Corporation; CenturyTel, Inc.; Valor Communications Group, Inc..

This company, its subsidiaries and/or its affiliates are (is) or have (has) been a client of BAS in the previous 12
months. During this period, BAS has performed investment banking services for this company, its subsidiaries
and/or its affiliates and has received compensation for those services: ALLTEL Corporation; CenturyTel, Inc.;
Sprint Nextel Corporation; Valor Communications Group, Inc..

BAS and/or its affiliates expect(s) to receive, or intend(s) to seek, compensation during the next three months for
investment banking services from this company, its subsidiaries and/or its affiliates: ALLTEL Corporation;
CenturyTel, Inc.; Sprint Nextel Corporation; Valor Communications Group, Inc..

BAS is affiliated with an NYSE specialist organization that specializes in one or more securities issued by the
companies listed below. This affiliated NYSE specialist organization may make a market in, maintain a long or
short position in or be on the opposite side of orders executed on the Floor of the NYSE in connection with one or
more of the securities issued by these companies: Sprint Nextel Corporation.

This company, its subsidiaries and/or its affiliates are (is) or have (has) been a client of BAS in the previous 12
months. During this period, BAS has performed non-investment banking securities-related services for this
company, its subsidiaries and/or its affiliates and has received compensation for those services: ALLTEL
Corporation; Sprint Nextel Corporation; Valor Communications Group, Inc..

This company, its subsidiaries and/or its affiliates are (is) or have (has) been a client of BAS in the previous 12
months. During this period, BAS has performed non-securities services for this company, its subsidiaries and/or
its affiliates and has received compensation for those services: ALLTEL Corporation; CenturyTel, Inc.; Sprint
Nextel Corporation; Valor Communications Group, Inc..
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ALLTEL Corporation (AT)
Target Price, Valuation Method, Risk Factors

Target Price: $70.00

Valuation Method Used To  Discounted Cash Flow, Sum-of-the-parts, and Comparable Multiples
Reach Target Price: .

i

" Risk Factors:

1 Rising wireless competition resulting from higher penetration rates, improved service quality and increasing
potential accessibility to federal and state universal service subsidy payments.

2 Rising cable competition in high-speed Internet access and VolIP telephony markets.

3¢ Potential access charge reform could fail to be revenue neutral for the RLECs, resulting in revenue shortfalls
may not be fully recouped through government subsidy programs.

4  Intense wireless industry price competition could develop

5 Federal and state universal service subsidy receipts could decline

CenturyTel, Inc. (CTL)
Target Price, Valuation Method, Risk Factors

Target Price: $31.00

. Valuation Method Used To  Discounted Cash Flow and Comparable Multiples
Reach Target Price:

Risk Factors:
1 Rising wireless competition resulting from higher penetration rates, improved service quality and increasing

potential accessibility to federal and state uninversal service subsidy payments.

2 Rising cable competition in high-speed Internet access and VoIP telephony markets.

3 Federal and state universal service subsidy receipts could decline.

4 Potential access charge reform could fail to be revenue neutral for the RLECs, resulting in revenue shortfalls ti
may not be fully recouped through government subsidy programs.

Sprint Nextel Corporation (S)
Target Price, Valuation Method, Risk Factors

Target Price: $32.00
Valuation Method Used To  Our $32 SOTP-based mid-'06 target applies EBITDA multiples of 6.1x
Reach Target Price: local, 6.8x to wireless, and 2.5x to LD.

Risk Factors:
1 Sprint Nextel merger integration stumbles could negatively impact performance vs. forecasts

2 Unanticipated wireless sector subscriber deceleration or related price competition could negatively impact reve
3 Sprint is in the midst of several negotiations to acquire affiliates at prices which could prove uneconomic

Valor Communications Group, Inc. (VCG)
Target Price, Valuation Method, Risk Factors

Target Price: $13.00

Valuation Method Used To  Comparable dividend yield and discounted cash flow analyses.
Reach Target Price:

Risk Factors:
1 Asayield-based investment, VCG is exposed on the downside to rising interest rates.

ALLTEL Corporation
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" 2 VCG derives substantial revenue from regulatory income streams which are subject to federal and state review and
could change negatively over time.
3 VCG's valuation is premised on dividend payments which could be negatively impacted by business shocks such as
greater than expected market share loss.
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Disclaimers .
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities
or as agent of any issuer of any securities. None of BAS, BASL, their affiliates or their analysts (collectively, BofA) have any authority whatsoever to
make any representation or warranty on behalf of the issuer(s). This report is provided for information purposes only and is not an offer or a solicitation
for the purchase or sale of any financial instrument. Any decision to purchase or subscribe for securities in any offering must be based solely on existing
;t)}:gblic information on such security or the information in the prospectus or other offering document issued in connection with such offering, and not on
is report.
For securities recommended in this report in which BofA js not a market maker, BofA usually provides bids and offers and may act as principal in connection
with such transactions. BofA is a regular issuer of traded financial instruments linked to secutities that may have been recommended in this report. BofA
may hold, at any time, a trading position (long or short) in the shares of the subject company(ies) discussed in this report, BofA engage in securities
trqnsa};;ilobn:s in a manner inconsistent with this research report and, with respect to securities covered by the report, will buy or sell from customers on &
princi is.
Securities recommended, offered or sold by BofA are not insured by the Federal Deposit Insurance Corporation, are not deposits or other obligations of
any insured depository institution (including Bank of America, N.A.) and are subject to investment risks, including the possible loss of the principal amount
invested. Although information has been obtained from and is based on sources believed to be reliable, we do not guarantee its accuracy, and it may be
incomplete or condensed. All opinions, projections and estimates constitute the judgment of the author as of the date of the and are subject to change
without notice. Prites also are subject to change without notice. BofA’s ability to publish research on the subject company(ies) in the future is subject to
applicable quiet periods.
Investing in non-U.S, securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be n:%istened with, nor be subject
to, the reporting requirements of the U.S. Securities and Exchange Commission, There may be limited information avajlable on forei securities, In
general, foreign companies are not subject to uniform audit and reporting standards, practices and requirements comparable to those of U.S. companies.
In addition, exchange rate movemnents may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment
for US. investors. Net dividends to ADR investors are estimated, using withholding tax rate conventions, deemed accurate, but investors are urged to
consult their tax advisor for exact dividend computations, Investors who have received this report from BAS or an ‘affiliate may be prohibited in certain
states or other jurisdictions from purchasing securities mentioned in this report from BAS or its affiliate(s).

Investments in general, and derivatives (that is, options, futures, warrants, and contracts for differences) in particular, involve numerous risks, including,
among others, market risk, counterparty default nsk and liquidity risk. Derivatives are not suitable investments for all investors, and an investor may lose
all principal invested and, in some cases, may incur unlimited losses. It may be difficult to sell an investment and to obtain reliable information about jts
value or the risks to which it is exposed. Exchange Traded Funds (ETFs) are subject to risks similar to those of stocks. Investment returns will fluctuate
and are subject to market volatility, so that an investor’s shares, when redeemed or sold, may be worth more or less than their original cost. To obtain a
copy of an ETF’s prospectus or a product descﬁptiorﬂ)]ease ask a BAS or affiliate representative. Past performance of securities, loans or other financial
instruments is not indicative of future performance. This report is not prepared as or intended to be investment advice and is issued without regard to the
specific investment objectives, financial situation or particular needs of any specific recipient. Neither BAS, BASL. nor any officer or employee of BAS,
BASL or any affiliate thereof accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this report
or its contents.

With the exception of information regarding BAS, BASL and their affiliates, materials prepared by BAS and BASL research personnel are based on public
information. Facts and views presented in this material have not been reviewed by, and may not reflect information known to, professionals in other business
areas of BAS, BASL and their affiliates, including investment banking personnel.

To European and Asian Customers: This report is distributed in Europe by BASL and in Asia by Banc of America Securities Asia Limited.

To U.S. Customers: BAS has accepted responsibility for the distribution of this report in the United States to BAS clients, but not to the clients of its
affiliate, Banc of America Investment Services, Inc. (BAI). Transactions by U.S. persons (other than BAI and its clients) in any security discussed herein
must be carried out through BAS. BAS provides research to its affiliate, BAL. BAI is a registered broker-dealer, member NASD and SIPC, and is a nonbank
subsidiary of Bank of America N.A.

To UK. Customers: This document has been approved for distribution in the United Kingdom by BASL, which is authorized and regulated ltwhy the Financial
Services Authority for the conduct of investment business in the United Kingdom. Prices, values or income ascribed to investments in this report may
fall against your interests. The investments may not be suitable for you, and if in any doubt, you should seek advice from an investment advisor. Changes
in rates of exchange may have an adverse effect on the value, price or income from an investment. Levels and basis for taxation may change. The protection
provided by the UK. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BAS or its affiliates
from an office outside of the United Kingdom.

These disclosures should be read in conjunction with the BASL general policy statement on the handling of research conflicts—available upon request.
To German Customers: In Germany, this report should be read as though BAS or BASL, as applicable, has acted as a member of a consortium that has
underwritten the most recent offering of securities during the past five years for companies covered in this report and holds 1% or more of the share capital
of such companies.

To Canadian Customers: The contents of this report are intended solely for the use of, and only may be issued or passed on to, ns to whom BAS is
entitled to distribute this report under ap{)hcable Canadian securities laws. In the %rovince of Ontario, any person wishing to effect a transaction should
do so with BAS, which is registered as an International Dealer. With few exceptions, BAS only may effect transactions in Ontario with designated institutions
in foreign securities as such terms are defined in the Securities Act (Ontario).

1o Hong Kong Customers: Any Hong Kong person wishing to effect a transaction in any securities discussed in this report should contact Banc of America
Securities Asia Limited.

7o Customers in Other Countries: This report, and the securities discussed herein, may not be eligible for distribution or sale in all countries or to certain
categories of investors. In general, this report may be distributed only to professional and institutional investors.

This report may not be reproduced or distributed by any person for any purpose without the prior written consent of BAS. Please cite source when quoting.
All rights are reserved.
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49. Please provide any due diligence studies, reports, memos or presentations prepared
by consultants or financial advisors for Alltel Corp. concerning the wireline
corporate spin off.

Response:

Attached hereto are due diligence studies, reports, memos or presentations with

respect to the transactions which are the subject of the applications in this

proceeding. These reports are considered proprietary and confidential.
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50. Provide all presentations to the Alltel Corp. Board of Directors concerning the
wireline corporate spin off and/or Valor merger.

Response:

Attached hereto are presentations made to the Board in September and December

of 2005 regarding the spin off and merger with Valor. These reports are considered

proprietary and confidential.
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51. Has Alltel sought to obtain indicative rating for the planned debt of the Merged
Wireline Business? If so, please provide any such credit rating reports.

Response:

Alltel has discussed this transaction with all three major credit rating agencies. At

this time, the credit rating agencies have not established a credit rating for the

Merged Wireline Business, although on December 9, 2005, Fitch issued a rating of

“BBB-“ on the total existing Alltel wireline operating company debt of $262 million.
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52. Exhibit 5 provides Pro Forma financial statements for the Merged Wireline Business.
This includes the income statement and balance sheet. Please also provide a pro forma Statement
of Cash Flow for the Merged Wireline Business.
Response:
Attached hereto are pro forma financial statements as of and for the year ended
December 31, 2005. These statements are prepared on a basis as if the merger was
completed on January 1, 2005 and include a statement of cash flows. Note that these
statements are unaudited and are not intended to represent or be indicative of the
combined results of operations or financial condition that would have occurred had
the merger been completed as of the dates presented and should not be taken as
representative of the future consolidated results of operations or financial condition
of the Merged Wireline Business. These statements are considered proprietary and

confidential.
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Valor Communications Group Inc..

Unaudited Pro Forma Combined Condensed Statement of income

(Millions, except per share amounts)

For the Year Ended December 31, 2005

ALLTEL
Holding,
as reported

Revenues and sales

Costs and expenses:

Cost of services

Cost of products sold

Selling, general, administrative and other
Depreciation and amortization

Royalty expense to Parent

Restructuring and other charges

Operating income
Other income {expense), net
Intercompany interest income

Interest expense

Income before income taxes
Income taxes

Income before cumulative effect of accounting change

Earnings per share:
Basic
Diluted

Average common shares outstanding:
Basic
Diluted

The accompanying notes are an integral part of these unaudited pro forma combined condensed financial statements.

Vélpr
as Reported

Pro Forma
Add (Deduct)
Agﬂjstments

Combined




ALLTEL
Holding,
{Millions) as reported

Valor Communications Group Inc.

Unaudited Pro Forma Combined Condensed Balance Sheet

As of December 31, 2005

Additlonal

Transfers of

Assets and Issuance of Payment
Liabllities Debt of Dividends
from Alltel Securities to Alitel

ALLTEL Pro Forma
Hoiding, Valor Add (Deduct)

as adjusted as Reported Adjustments Combined

Assets
Cash and short-term investments
Other current assets

Total current assets

Investments
Goodwill
Other intangibles
Property, plant and equipment, net
Other assets
Total assets

Llabilitles and Shareholders’ Equity
Current liabilities

Long-term debt
Deferred income taxes
Other liabilities

Common stock
Additional paid-in capital
Treasury stock
Parent company investment
Accumulated other comprenensive income
Deferred equily compensation
Retained eamnings (deficit)
Total liabilities and shareholders’ equity

The accompanying notes are an integral part of these unaudited pro forma comutisy ver....
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Merged Wireline Business
Statement of Cash Flows
For the year ended December 31, 2005

(in millions)
Cash Provided from Operations:
Net income
Adjustments to reconcile net income to net cash
provided from operations:
Depreciation and amortization
Other, net
Changes in operating assets and liabilities, net
Net cash provided from operations

Cash Flows from Investing Operations:
Additions to property, plant and equipment
Proceeds from sale of investments

Net cash used in investing aclivities

Cash Flows from Financing Activities:
Dividends on common stock
Change in intercompany balance with Alltel
Net cash used in financing activities

Decrease in cash and short-term investments
Cash and Short-Term Investments:
Beginning of year
End of year

CONFIDENTIAL



Preliminary Purchase Price Allocation
as of December 31, 2005
(Dollars in thousands)

Calculation of Deferred Taxes-Basis Differences

Book
Basis

Plant and other tangible assets

Current and long-term liabilities

Customer list

Franchise rights

Net operating losses

Valuation allowance-NOLs

Goodwill

Tax Basis
Basis Difference

Deferred
Taxes

Journal Entries:

Current assets
Property, plant and equipment
Investments and other assets
Customer list
Franchise rights
Goodwill
Current liabilities
Long-term debt
Other liabilities
Cash
Common stock
Additional paid-in capital
Deferred income taxes
Record prefiminary purchase price allocation

Journal Entry
Debit

Credit

Calculation of book goodwill:
Total consideration given:
Implied value of Valor business
Value of Valor treasury stock
Transaction costs (legal, investment banker fees, etc.)

Adjustments:

Plant and other tangible assets

Customer list

Franchise rights

Current liabilities

Other liabilities

Deferred tax (asset)/liability
Book Goodwill

a-Based on preliminary estimates of fair value of acquired intangible assets.

Tangible Assets and Liabilities Book and Tax Basis:

Current assets
Wireless Property, Plant and Equipment:
Net Book Value
Austria Write-Up
Investments and other assets
Plant and other tangible assets

Current liabilities
Long-term debt
Other liabilities
Current and long-term liabilities

Book
Basis

Tax
Basis

CONFIDENTIA



Merger Consideration:

Shares of Valor stock outstanding at 12/31/05

Average Valor stock price

Market value of combined company
Valor debt assumed in merger transaction

implied value of Valor business

Value of customer list;
Customers

Value per customer

Total value of customer list
Assumed life

Annual depreciation

Value of franchise rights:
Customers

Value per customer

Total value of franchise rights

Value of bonds:

Face value

Market price 12/31/05
Total value of bonds

Shares of VCG stock, 12/31/05

Shares to be issued to AT shareholders
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Unaudited Pro Forma Combined Condensed Financial Infermation

The following unaudited pro forma combined condensed balance sheet as of December 31, 2005 and the unaudited pro forma
combined condensed statement of income for the year ended December 31, 2005 are based on the historical financial statements
of ALLTEL Holding Corp. (“ALLTEL Holding"), a wholly-owned subsidiary of ALLTEL Corporation (“‘Alitel”), and Valor
Communications Group, Inc. (“Valor”). ALLTEL Holding represents Alltel’s incumbent local exchange carrier, competitive
local exchange carrier, Internet, long-distance, telecommunications information services, directory publishing, and product
distribution operations. The unaudited pro forma combined condensed financial statements give effect to (1) the contribution of
Alltel’s wireline operations to ALLTEL Holding, (2) the spin off of ALLTEL Holding to Alltel’s stockholders and (3) the merger
of ALLTEL Holding with Valor accounted for as a reverse acquisition of Valor by ALLTEL Holding, with ALLTEL Holding
considered the accounting acquirer, based on the assumptions and adjustments described in the accompanying notes to the
unaudited pro forma combined condensed financial statements. .

The unaudited pro forma combined condensed financial statements have been prepared using the purchase method of accounting
as if the transaction had been completed as of January 1, 2005 for purposes of the combined condensed statement of income and
on December 31, 2005 for purposes of the combined condensed balance sheet.

The unaudited pro forma combined condensed financial statements present the combination of historical financial statements of
ALLTEL Holding and Valor adjusted to (1) give effect to the transfer of certain assets and liabilities from Alltel to ALLTEL
Holding immediately prior to the spin off that are not included in ALLTEL Holding’s historical balance sheet as of December 31,
2005, (2) give effect to the issuance of § f long-term debt by ALLTEL Holding as further discussed in Notes (b) and
(f) below, (3) give effect to the spin off of ALLTEL Holding to Alltel’s stockholders through a tax free stock dividend, payment
of a special dividend by ALLTEL Holding to Alltel in an amount not to exceed Alltel’s tax basis in ALLTEL Holding and the
distribution by ALLTEL Holding of certain of its debt securities to Alltel, as further discussed in Note (b) below and (4) give
effect to the merger of ALLTEL Holding with Valor. (See Note (i) below.)

The unaudited pro forma combined condensed financial statements were prepared using (1) the audited combined financial
statements of ALLTEL Holding as of December 31, 2005 and 2004 and for the years ended December 31, 2005, 2004 and 2003
included in this proxy statement/prospectus and (2) the consolidated financial statements of Valor included in Valor’s Annual
Report on Form 10-K for its fiscal year ended December 31, 2005, as filed on February _, 2006, which are incorporated herein by
reference.

Although Valor will issue approximately 403 million of its common shares to effect the merger with ALLTEL Holding, the
business combination will be accounted for as a reverse acquisition with ALLTEL Holding considered the accounting acquirer.
As a result, the fair value of Valor’s common stock issued and outstanding as of December 31, 2005 will be allocated to the
underlying tangible and intangible assets and liabilities of Valor based on their respective fair market values, with any excess
allocated to goodwill. The pro forma purchase price allocation was based on an estimate of the fair market value of the tangible
and intangible assets and liabilities of Valor. Certain assumptions have been made with respect to the fair market value of
identifiable intangible assets as more fully described in the accompanying notes to the unaudited pro forma combined condensed
financial statements. As of the date of this filing, ALLTEL Holding has not commenced the appraisals necessary to arrive at the
fair market value of the assets and liabilities to be acquired and the related allocations of purchase price. Once ALLTEL Holding
has completed the appraisals necessary to finalize the required purchase price allocation after the consummation of the merger,
the final allocation of purchase price will be determined. The final purchase price allocation based on third party appraisals may
be different than that refiected in the pro forma purchase price allocation, and this difference may be material.

ALLTEL Holding, together with the management of the newly combined company, is developing a plan to integrate the
operations of Valor and ALLTEL Holding after the merger. In connection with that plan, management anticipates that certain
non-recurring charges, such as severance and relocation expenses and branding and signage costs, will be incurred in connection
with this integration. Management cannot identify the timing, nature and amount of such charges as of the date of this proxy
statement/prospectus. However, any such charge could affect the combined results of operations of ALLTEL Holding and Valor
in the period in which such charges are recorded. The unaudited pro forma combined condensed financial statements do not
include the effects of the costs associated with any restructuring or integration activities resulting from the transaction. In
addition, the unaudited pro forma combined condensed financial statements do not include the realization of any cost savings
from operating efficiencies, synergies or other restructurings resulting from the transaction.

The unaudited pro forma combined condensed financial statements are not intended to represent or be indicative of the combined

results of operations or financial condition of ALLTEL Holding and Valor that would have been reported had the merger been

completed as of the dates presented, and should not be taken as representative of the future consolidated results of operations or

financial condition of ALLTEL Holding and Valor. The unaudited pro forma combined condensed financial statements should be

read in conjunction with the separate historical financial statements and accompanying notes of ALLTEL Holding and Valor th

are included or incorporated by reference in this proxy statement/prospectus. gN‘H RL



Bank Debt: . |
Senior secured five-year revolving credit facility
Term loan A — 5 year maturity
Term loan B — 7 year maturity
Total bank debt
Notes:
ALLTEL Holdings ~ 6.75%, due April 1, 2028 '
ALLTEL Holdings — 6.50%, due in annual installments through November 15, 2013
Valor — 7.75%, due November 15, 2015
ALLTEL Holdings — 10 year fixed maturity
Total notes
Total bank debt and notes
Current portion of long-term debt
Total long-term debt !

The above table presents the total pro forma long-term debt obligation of the combined company. The final amount of bank debt
and notes that will be issued will be determined near close of the transaction. To the extent additional notes are issued, the bank
debt will be reduced by a corresponding amount,

This adjustment is to recognize, as of December 31, 2005, Valor’s unfunded pension and other postretirement benefits liabilities
0f $46.7 million and to eliminate Valor’s pension asset of $0.3 million and pension and other postretirement benefits liabilities of
$22.5 million in accordance with SFAS No. 87, “Employers’ Accounting for Pensions” and SFAS No. 106, “Employers’
Accounting for Postretirement Benefits Other Than Pensions”.

This adjustment is to eliminate Valor’s additional paid in capital, accumulated other comprehensive income, deferred equity
compensation and retained deficit accounts as of the merger date.

This adjustment represents the estimated purchase price allocation as of December 31, 2005. For purposes of determining the
purchase price allocation, the fair market value of all tangible and intangible assets and liabilities of Valor were estimated at
December 31, 2005. The allocation of purchase price was as follows:

Consideration:
Value of Valor shares issued and outstanding at December 31, 2005 (1) i
Valor treasury stock
Repayment of Valor credit facility
Direct costs of acquisition (2)
Total
Allocated to:
Current assets
Property, plant and equipment
Investments and other tangible assets
Identifiable intangible assets (3)
Current liabilities acquired
Long-term debt assumed (including fair value adjustment) (4)
Other long-term liabilities acquired (including deferred taxes)
Goodwill (3)

(1) The value of Valor’s common stock was calculated on the basis of (1) 71,130,634 shares outstanding as of December 31, 2005
and (2) the closing price of Valor common stock on December 31, 2005 of $11.40. The final value of Valor shares will be based
on the actual number of shares outstanding and the closing price of Valor stock as of the merger date.

(2) Direct cash costs consist of estimates for professional fees (including banking fees) and other direct costs of the transaction
that are expected to be incurred and capitalized as part of the merger transaction.
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1. This adjustment reflects the amortization of the finite-lived identifiable intangible assets recorded in this transaction as previously
described in Note (i)(3) above. For purposes of determining the amount of the adjustment, the estimated life of Valor’s customer
base was assumed to be six years.

m. This adjustment is to eliminate royalty expense charged to ALLTEL Holding by Alltel pursuant to a licensing agreement with an
Alltel affiliate under which ALLTEI Holding’s incumbent local exchange carrier subsidiaries were charged a royalty fee for the
use of the Alltel brand name in marketing and distributing telecommunications products and services. Following the spin off and
merger with Valor, ALLTEL Holding will no longer incur this charge, and accordingly, this expense has been eliminated in the
pro forma combined condensed statement of income.

This adjustment is to eliminate spin off-related costs incurred by ALLTEL Holding and merger-related costs incurred by Valor
during 2005. Following the spin off and merger, neither company will incur these charges, and accordingly, these expenses have

n. been eliminated in the pro forma combined condensed statement of income. In addition, this adjustment is to eliminate the
operating results of the international operations to be transferred from ALLTEL Holding to Alltel upon consummation of the
merger as discussed in Note (a).

o. This adjustment is to eliminate the intercompany interest income earned by ALLTEL Holding from Alltel on certain interim
financing that ALLTEL Holding provides to Alltel in the normal course of business. In conjunction with the spin off, all
intercompany balances between ALLTEL Holding and Alltel will be repaid through the special dividend discussed in Note (b).

Accordingly, the intercompany interest income has been eliminated in the pro forma combined condensed statement of income.

p. The adjustment is to record (1) the estimated annual interest expense recognized on newly issued debt of the combined company
as calculated below, (2) the amortization of debt issuance costs capitalized associated with the newly issued debt as computed
below, (3) reversal of interest expense and amortization of debt issuance costs related to pre-existing debt of ALLTEL Holding
and Valor that will be repaid immediately upon consummation of the merger as discussed in Note (f) above, and (4) the effects of
amortizing the fair value adjustment to Valor’s long-term debt discussed in Note (i)(4) above. As of January 1, 2005, the fair
value adjustment to Valor’s long-term debt was estimated to be $18 million.

Calculation of estimated annual interest expense for newly issued debt of the combined company is as follows:
Senior secured five-year revolving credit facility
Term loan A - 5 year maturity
Term loan B - 7 year maturity
Senior notes — 10 year fixed maturity
Total

The weighted average interest rate for the newly issued debt was estimated to be 6.576%, resulting in annual interest expense of
$324.1 million. A change in the weighted average interest rate of one-eighth of one percent would change interest by $6.2
million.

Debt issuance costs are amortized over the life of the related debt. Debt issuance costs, the related amortization period and cost
per year are estimated as follows:

Amortization
Issuance Number Per
Fee of Years Year

Senior secured five-year revolving credit facility
Term loan A — 5 year maturity

Term loan B — 7 year maturity

Senior notes

Totals

A summary of the effects of the adjustments on interest expense are as follows:

Estimated annual interest expense related to newly issued debt of the combined company (per above)

Amortization of estimated capitalized debt issuance costs associated with the newly issued debt (per above)

Reversal of interest expense and amortization of debt issuance costs related to repayment of borrowings
outstanding under Valor’s existing credit agreement and repurchase of certain debt obligations of
ALLTEL Holding

Reduction in interest expense due to amortizing fair value adjustment - Note )@)

Net increase in interest expense

q. This adjustment is to reflect the tax effect of the pro forma adjustments described in Notes (k) through (o) above and was based

on ALLTEL Holding’s effective tax rate of 38.9 percent. P AT EN‘H Al—
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53. With regard to Exhibit 5 financial statements, provide a listing and description of all
adjustments to the 2004 actuals used in deriving the pro forma statements. State the reason for

each adjustment.

Response:

These statements used 2005 data, not 20004, and the notes to the pro forma explain

the adjustment. Also, see response to question 52.
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56." Please provide the complete basis for the $5,360.6 million in goodwill shown on
Exhibit 5. How is this amount determined?

Response:

Please refer to the pro forma financial statements as of and for the vear ended

December 31, 2005. Note (i) to those financial statements explains the complete

basis for the amount of goodwill. Please note that this amount is different than the
amount previously submitted, which was as of December 31, 2004. This is because
the initial calculation of goodwill reflected Valor as the acquirer when in fact Alltel
is the acquirer from an accounting perspective, because Alltel shareholders will own

approximately 85% of the Merged Wireline Business upon close of the transaction.

® There were no numbers 54 and 55 in the original Request.
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57. Provide the detailed financial projections (five years or for whatever period is
available) for the Merged Wireline Business. Please include in this response a listing and
description of all business assumptions used in deriving these projections.

Response:

Attached hereto are financial projections through 2008. These financial projections

are considered proprietary and confidential.
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Wireline Operations Overview

_

2005

]

Revenue

Alltel Core Wireling

ILEC m.mas primarily rural access lines in 15 states
CLEC 0.1mm lines in four states

Internet 0.3mm DSL, 0.1mm Dial-Up
Total Alltel Core Wireline

Alltel Included Communications Support Services =

Interexchange Network ("AXN") 1.8mm retail long-distance customers and services
Communications Products ("ACP") Wholesale wireline supply

Publishing ("APC") Non-affiliate directory publishing
Telecommunications Services ("ATS") IT support to Valor

Total Alltel Included CSS

Total Alitel Wireline

Valor Communications'(a)
ILEC

0.5mm primarily rural access lines in four states
and 0.2mm retail-long-distance customers

Total NewCo.

(a) 2005 amounts are Valor's estimates as of November 2005. 2005 results have not been released as of 2/10/06

EBITDA




Wireline Financial Highlights

Alltel Core Wireling ™ = ... 2004 2005
Revenue T
EBITDA

margin

CAPEX
FCF (EBITDA - CAPEX)

Alltel'Included CSS
Revenue
EBITDA

margin

CAPEX
FCF (EBITDA - CAPEX)

Valgr'Communications ™+ -
Revenue
EBITDA

margin

CAPEX
FCF (EBITDA - CAPEX)

Revenue
EBITDA

margin

CAPEX
FCF (EBITDA - CAPEX)




Financials - Alltel ILEC

Revenue
growth

EBITDA

margin
Depreciation and Amortization

EBIT

margin

Total CAPEX
CAPEX / Revenue

Key Operating Statistics:
Access Lines
line loss #

line loss %

ARPU
change in ARPU

Cash Costs / Access Line

DSL Units
change in DSL units

2004

2005

2006

2007

2008

g -

%




Financials - Alitel CLEC

Revenue
growth

EBITDA

margin
Depreciation and Amortization

EBIT
margin

Total CAPEX
CAPEX / Revenue

Key Operating Statistics
Access Lines

change in line count

line loss %

ARPU
change in ARPU

Cash Costs / Access Line

DSL Units
change in DSL units

2004

2005

2006

2007

2008




Financials - Alitel Internet

2004 2005 2006 2007 2008
Revenue $ ‘

growth

EBITDA

margin

Depreciation and Amortization

EBIT

margin

Total CAPEX $ 9 $ 13 § 15 § 17 $ 18
CAPEX / Revenue




Financials - Alltel Core Wireline: ILEC, CLEC, Internet

2004

. _2005E

2006

2007 2008

ILEC Revenue

CLEC Revenue

Internet Revenue

Total Core Wireline Revenue
growth

ILEC EBITDA

CLEC EBITDA

Internet EBITDA

Total Core Wireline EBITDA

margin

Depreciation and Amortization

EBIT

margin

Total CAPEX

CAPEX / Revenue

Operating Statistics/Assumptions:
ILEC Access Lines
CLEC Access Lines

Total Access Lines

DSL - ILEC
DSL - CLEC

Total DSL.

Depreciation and Amortization:
ILEC

CLEC

Internet

Total

CAPEX:
ILEC
CLEC
Internet
Total




5 |
Financials - Alltel Wireline Retained Customer Support Services: AXN, ACP, APC, ATS

2004 2005‘ 2006 2007 2008

Interexchange "AXN" Revenue

Communications Products "ACP" Revenue

Publishing "APC" Revenue

Telecommunications Services "ATS" Revenue

Total Alitel Wireline Retained CSS Revenue
growth

Interexchange "AXN" EBITDA

Communications Products "ACP" EBITDA

Publishing "APC" EBITDA

Telecommunications Services "ATS" EBITDA

Total Allte! Wireline Retained CSS EBITDA
margin

Depreciation and Amortization

EBIT
margin

Total CAPEX
CAPEX / Revenue

Operating Statistics/Assumptions:
Long Distance Customers

Depreciation and Amortization:
AXN
ACP
APC
ATS
Total

CAPEX:
AXN
ACP
APC
ATS
Total




Financials - Total Alitel Wireline

Core Wireline Revenue
Wireline Retained CSS Revenue
Total Revenue

growth

" Core Wireline EBITDA
Wireline Retained CSS EBITDA
Total EBITDA

margin
Depreciation and Amortization

EBIT

margin

Total CAPEX
CAPEX / Revenue

Depreciation and Amortization:
Core Wireline
Wireline Retained CSS

Total

CAPEX:

Core Wireline

Wireline Retained CSS
Total

__ 2004

€3

el

el

[

|

2005 2006 2007 2008 _

|
|
|
|

o~
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Financials - Wireline + NewCo

2004 2005 2006 2007 2008

Alltel Core Wireline Revenue " o
Alltel Retained CSS
Valor Revenue (a)
Total Revenue
growth

~ e~ -

Alltel Core Wireline EBITDA
Alltel Retained CSS EBITDA
Valor EBITDA (a)

Alitel separation synergy
Merger synergy

Total EBITDA

margin

Depreciation and Amortization
EBIT

margin

Interest Expense
Interest Income
Pre-tax Income
Income Taxes
Net Income

Total CAPEX
CAPEX / Revenue




58. With respect to the Dec. 8, 2005 Distribution Agreement, please explain the basis of
the $3.965 billion of “Spinco Financing.” Specifically, how was this amount determined?

Response:

The $3.965 billion of Spinco financing is the amount of consideration given by

Spinco to Alltel Corporation as a result of the separation of the wireless and wireline

businesses. This amount was determined after careful consideration by Alltel’s

Board of Directors and executive management team in consultation with the

Company’s investment bankers.
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59. With respect to the Dec. 8, 2005 Distribution Agreement, please explain why the
amount for $3.965 billion of “Spinco Financing” is appropriate?

Response:

The $3.965 billion of “Spinco Financing” is appropriate to establish a reasonable
capital structure for the Merged Wireline Business based on the cash flows
generated by the business. This capital structure compares favorably to most other
publicly traded Rural Local Telephone Companies (RLECs), and, this structure
allows the Merged Wireline Business to appropriately balance its ability to provide
long-term returns to shareholders while continuing to invest in the business.
Finally, with this capital structure, the Merged Wireline Business will maintain the
flexibility to pursue strategic opportunities that can enhance the scale, scope, and

product/service delivery capabilities of the new company.
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60. With respect to the Dec. 8, 2005 Distribution Agreement, particularly the amount of
$3.965 billion of “Spinco Financing,” please provide all memos, emails or other
documents reviewed, written, or developed by the Company or its affiliates
concerning the establishment or evaluation of this amount and any additional debt
issuance related to the proposed transaction. Such materials should relate to, but not
be limited to, the financial risk associated with such debt issuance, plans for the use
of these funds, and any justification for the use of those funds.

Response:

Attached hereto are memos, e-mails, etc. concerning the establishment or evaluation

of the $3.965 billion of “Spinco Financing,” and any additional debt issuance related

to the proposed transaction. This information is considered proprietary and

confidential.
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61. What is the anticipated or planned amount of the Special Dividend to be paid to

Alltel Corporation, and how was this amount determined.

Response:

The dividend amount ($2.4 billion) approximates Alltel Corporation's tax basis in

the existing wireline assets that comprise Alltel Holding Corp.
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62. Please provide all memos, emails or other documents reviewed, written, or
developed by the Company or its affiliates concerning the establishment or
evaluation of the amount listed in the answer to 61, above.

Response:

Please see response to Question 60. The $2.4 billion is included in the $3.965 billion.
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63. Please describe the planned structure of the $3.966 billion Spinco Financing, to
include the term structure of the debt, the type of debt instruments to be used, and anticipated
interest rate.

Response:

The specific financing structure for the Merged Wireline Business has not been

finalized. It will depend on several factors including the prevailing market

conditions and the company’s credit rating and will likely include a senior secured
credit facility, a revolving credit facility, and senior unsecured notes with varying
maturities, expected to range between S to 12 years. We would expect to finalize

this structure closer to close of the transaction.
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64. Please identify the sources of short-term debt that will be utilized by the merged
Wireline Business.

Response:

The Merged Wireline Business will, as outlined in #63 above, have both credit

facilities and notes as well as the existing Alltel operating company notes and the

existing Valor bonds, to the extent they are not “put” to the Company by the

holders. Through its credit facility, the Merged Wireline Business will have access

to short-term capital. Any debt maturing within one-year will be classified as short-

term debt.
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65. Please define, explain, and quantify “attractive dividend to investors” as employed in
paragraph 25 of the Amended and Restated Application.

Response:

The planned dividend of $1.00 per share results in a cash flow payout ratio of
approximately 65%, which compares favorably to other publicly traded RLECs. It
also allows the flexibility to continue investment and to pursue strategic opportunities
that can enhance the scale, scope, and product/service delivery capabilities of the
new company. Given the expected cash flows of the Merged Wireline Business, this
65% payout ratio we believe will be attractive to potential equity investors and thus

is determined as “reasonable”.
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66. Please describe the capital structure plans and objectives, including debt/equity target
percentages, and the basis for those plans and objectives. As part of the answer, identify what the
Applicants believe to be an appropriate capital structure.

Response:

The Merged Wireline Business will have a reasonable capital structure and leverage

ratio compared to the other publicly traded RLECs. Specifically, our leverage ratio

of 3.2X net debt/OIBDA and targeted dividend payout ratio of 65% allow flexibility
for continued investment and to pursue strategic opportunities that enhance the
scale, scope, and product/service delivery capabilities of the Merged Wireline

Business. The capital structure was created to balance the Company’s ability to

provide the long-term return to shareholders and continue investment in the

business.
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67. Please describe in detail the debt financing commitments for the merged Wireline
Business by JP Morgan and Merrill Lynch. Provide documentation for these commitments.
Please explain the role that JP Morgan and Merrill Lynch will play in anticipated debt financing.

Response:

Attached to the Amended Application is the commitment letter that explains in

detail the debt financing commitments.

JP Morgan and Merrill Lynch will jointly lead the syndication of the debt facilities

to other participating banks or lenders.
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68. Please provide the complete documentation support for the statement that the
planned capital structure for the merged Wireline Business results in among the lowest debt
leverage in the RLEC industry.(Amended and Restated Application, para. 26)

Response:

Attached hereto is a comparison of the capital structure of the Merged Wireline

Business and its publicly traded RLEC peers.
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69. Please provide a listing of all regulatory agencies that must approve the separation
and merger, the case number in each regulatory proceeding, and expected date of approval in
each case.

Response:

Department of Justice through the Federal Trade Commission (“FTC”) (the FTC

concluded its investigation and granted early termination of that investigation. The

FTC did not identify any anti-trust issues or concerns), the Federal

Communications Commission (already approved; WC Docket No. 05-354), the

Florida Public Service Commission (050938-TP), the Georgia Public Service

Commission (Docket No. 6171-U), the Pennsylvania Public Utility Commission (A-

310325F0006, A-312050F0006, S-00061098 and S-00061099), the Mississippi Public

Service Commission (Docket No. 05-UA-0722), the Missouri Public Service

Commission (TM-2006-0272), the Nebraska Public Service Commission

(Application C-3545), the New York Public Service Commission (Case No. 05-C-

1631), the North Carolina Utilities Commission (already approved; Docket P-118,

Sub 149), the Public Utilities Commission of Ohio (05-1580-TP-ACO), and South

Carolina Public Service Commission (Docket No. 2005-399-C).

While the Company does not know the exact approval dates, the Company expects

all approvals to be completed by May 2006.
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