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Company Comment
Rating _

Outperform 2

Telecommunications Services: Wireline _

FTR: Notes from Investor Meetings

Current and Target Price _

Current Price (1/15/2010) $7.49
Target Price: $10.00
52-Week Range $8.64 - $5.32
Suitability Total Return

• Last week, we traveled with Frontier Communications CFO Don Shassian to meet
with investors. The meetings were well received and gathered significant interest
from clients new to the story, existing holders, and Verizon (VZ!$30.58/Market
Perform) holders that stand to get some Frontier shares once the deal closes. We
believe the company continues to progress well on the Verizon acquisition, and has
a very well thought out plan to make a smooth transition, which was the main topic
of conversation.

• Frontier remains a simple, low to no growth, steady return company, and that is
exactly what we like about this sort of predictable investment. The company is
aggressively pursuing new sources of revenue from broadband, wholesale, and
commercial, all of which nicely offset the pressure from the voice business, and
allow it to remain a steady, predictable FCF producer that returns significant cash to
shareholders.
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Market Data _

Shares Out. (mil.)
Market Cap. (mil.)
Avg. Daily Vol. (10 day)
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IT Debt (mil.)/% Cap.

Earnings & Valuation Metrics _

2008A 2009E

piE Ratios (Non-GAAP)
13.1x 12.7x

levered FCF/Share
Old $1.28
New $1.28

Company Descriptlon _
Headquartered in Stamford, Connecticut, Frontier
Communications Corp. (formerly Citizens
Communications) was founded in 1935 and provides
local, long-distance, data, and Internet services in the
northeastern, central, and western U.S., with more
than two million access lines and over 500,000 xDSL
customers.

Footnote: Frontier is acquiring over 4 million access
lines from Verizon in a reverse Morris Trust
transaction, which we expect to close in the second
quarter of 2010.

Revenues
(mil.)

GAAP EPS
Full Year

Full
Year

• One of the key benefits from the Verizon deal is the overall lower ratio of debt to
operating cash flow that Frontier will inherit, making the company more flexible
with an improved balance sheet and potential investment grade status. We believe
the improved financial flexibility will also allow Frontier to increase the amount of
capital investment in the local networks significantly from the levels that Verizon is
currently putting in, which should be a benefit to customers and drive higher
revenue and returns over time. Verizon currently spends about 9% of revenue on
"business as usual" cap ex, and we believe Frontier will push this up to 12%, with
even higher levels over the first three years.

• We are maintaining our Outperform rating, as we are attracted to the ~13%

dividend yield, which will drop to a still attractive 10.5% following the merger close.
We are maintaining our $10.00 price target, which is based on ~8x our 2010 levered
FCF per share estimate of $1.20, a discount to the group's historical average of
10.5x. We note that the company will be lowering the dividend to $0.75 per share
following the transaction with Verizon, which is offset by the substantial deleverage
to an estimated 2.6x debt/EBITDA from the current level of 3.9x, and an improved
payout ratio target of 43%, down from 72%.

Non-GAAP Q1 Q2 Q3 Q4
EPS Mar Jun Sep Dec

200SA $0.14 $0.17 $0.15 $0.11
Old2009E 0.14A 0.09A 0.17A 0.19

New2009E 0.14A 0.09A 0.17A 0.19
Old 2010E 0.19 0.19 0.16 0.16

New2010E 0.19 0.19 0.16 0.16

$0.57
0.59
0.59
0.71
0,71

$0.57
0.56
0.56
0.71
0.71

$2,237
2,128
2,128
4,003
4,003

Rows may not add due to rounding. Non-GAAP EPS exdudes non-rewrring items.

Please read domestic and foreign disclosure/risk information beginning on page 5 and Analyst Certification on page 5.
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Last week, we were with Frontier Communications CFO Don Shassian meeting with investors. The meetings were well received and
gathered significant interest from clients new to the story, existing holders, and Verizon holders that stand to get some Frontier
shares once the deal closes. We believe the company continues to progress well on the Verizon acquisition, and has a very well
thought out plan to make a smooth transition, which was the main topic of conversation. We have the following observations:

Broadband offerings, relatively no growth (boring). Frontier remains a simple, low to no growth, steady return company, and that
is exactly what we like about this sort of predictable investment. The company is aggressively pursuing new sources of revenue from
broadband, wholesale, and commercial, all of which nicely offset the pressure from the voice business, and allow it to remain a
steady, predictable FCF producer that returns significant cash to shareholders. We believe the upcoming Verizon transaction will
allow it to continue to do just that as it draws out untapped revenue from underserved customers.

It's all about the systems. Systems conversion is the key to making the Verizon transaction work, and we believe the company is
well on its way to making that happen. The West Virginia conversion appears to be progressing nicely, and management appears
highly committed to making sure that occurs before closing. Additionally, the company has a 60-day window to test the Verizon
code it will be using in the other 13 states prior to close, which we believe is prudent. While there were many other issues with the
much touted FairPoint and Hawaii Telecom sales by Verizon, systems conversion (or lack thereof) were some of the most significant
and least understood problems that led to those carriers' demise. Frontier has taken great care, in our opinion, to protect itself from
the issues these other companies faced with regard to systems.

Additionally, after almost 10 years following the company, we have seen it acquire almost 2 million lines, and we believe
management has significant experience with systems conversion, and has converted lines on these same systems in the past. With
a single platform at legacy Frontier properties, the company is in a good position to handle the cutover over the next two years. We
believe this is the critical issue for Frontier to address, followed by new product introduction and broadband deployment to
successfully expand the business in the acquired properties.

Attack of the gearheads. The company has recently hired several individuals to expand its telecom equipment sales to commercial
customers. We find sales of customer premise equipment (CPE) to be an excellent way to get in the door and retain commercial
customers. Businesses are very loyal to their equipment vendors, and often follow their lead when it comes to services as well.
Margins in this business are weak to non-existent, but the key is to use this revenue to drive higher levels of commercial sales over
time. We expect this to be very useful in the Verizon markets as well.

Other benefits from the Verizon deal. First off, the obvious benefit from the deal is the overall lower ratio of debt to operating cash
flow that Frontier will inherit, which makes the company more flexible with an improved balance sheet and potential investment
grade status. This should allow for better use of capital, and give investors comfort that the company can successfully deploy critical
broadband facilities out in the network, and give it the financial flexibility to operate the business.

We believe the improved financial flexibility will allow Frontier to increase the amount of capital investment in the local networks
significantly from the levels Verizon is currently putting in, which should be a benefit to customers and drive higher revenue and
returns over time. Verizon currently spends about 9% of revenue on "business as usual" cap ex, and we believe Frontier will push
this up to 12%, with even higher levels over the first three years.

Second, we believe the Verizon customers are being served inefficiently and without specific local marketing campaigns that we
believe are crucial to the success of any rural carrier. Once Frontier makes the adjustments to the local approach and trains
employees to help sell products, and makes new products available, we believe revenue can increase in the markets and customer
losses will significantly abate.

Third, the introduction of new products should make the company's offerings more relevant to customers, and improve retention.
Broadband is the obvious one, with Frontier having 91% of its lines with 1.5 Mbps ofxDSL or higher available (an enviable statistic
for a carrier with average line density of 13 lines per mile), compared to the Verizon properties at 62%. Just making a double play
offering possible for a larger percentage of customers should be a huge improvement. Peace of Mind Internet technical support,
security offerings, and higher levels of customer service should also benefit. We expect these products and services to begin to be
deployed over the first four to five quarters of operations.

Comparison to FairPoint ungrounded. The situation at FairPoint has been compared to Frontier's pending acquisition ofVerizon
lines, which is not a fair judgment, in our opinion. There are many differences in the terms, conditions, properties, and the buyer
than existed with FairPoint's three-state Verizon deal, so the risk profile for all involved (investors, regulators, and employees) is
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significantly different. We discuss several of these earlier in this report; however given the number of investors that are new to
Frontier that stand to own the shares after the deal, we wanted to reiterate the key differences as they relate to FairPoint's Reverse
Morris Trust transaction from a few years ago, and why FairPoint's experience leading up to its bankruptcy filing should have no
bearing on Frontier's ability to acquire more Verizon lines:

1) Leverage. This is a de-levering deal for Frontier, which generally decreases its risk, and it is cutting its dividend, thus
improving the payout ratio and financial flexibility, which should make both operations more stable than they are on a
stand-alone basis. FairPoint was a levering transaction that put financial stress on the organization, plagued by unsuccessful
and costly billing and IT systems conversions.

2) IT experience. Frontier is a much larger company that has undergone significant acquisitions and we believe has the IT
expertise to convert the Verizon IT systems (it has experience converting Verizon lines with these same systems). Also,
Frontier has gone to great lengths to address this potential risk in the structure of the deal, which we believe adequately
protects investors and customers from a similar experience. FairPoint was an experienced acquirer, but not at this scale or
with the IT requirements it took to take on a Regional Bell Operating Company (RBOC) [prior FairPoint deals were of small
incumbent local exchange carriers (ILECs), not a group of lines separated from an RBOC), which is a vastly different
proposition than a single system rurallLEC acquisition.

3) Long lead time. The systems conversion process has a very long runway for Frontier to complete (possibly five years),
and the annual price paid to Verizon to lease the systems for over 4 million lines is 30% less than FairPoint was paying for
1.5 million lines. Again, at the heart of FairPoint's problems lies its systems conversions, which we do not see as an issue
because of the structure Frontier has established, the lead times available to get off Verizon systems, and the
aforementioned in-house experience.

4) Financially stable buyer. We do not believe Frontier necessarily has to do this deal, while FairPoint appeared to have
few options financially at the time of its transaction. Additionally, Frontier can break up the deal if costly conditions or
situations emerge, a negotiating point that FairPoint lacked.

5) Quality of the assets. Frontier is getting the good with the not so good. We have heard from industry contacts that in
the past when Verizon sought to sell lines, it also intended to keep more attractive aspects of the business in those states
[such as the Fiber Optic Service (FiOS) properties or other denser territory], which greatly diminished the quality of the
deals. We believe Vermont, Maine, and New Hampshire lines that FairPoint acquired were probably not the most lucrative
assets in Verizon's network. Alternatively, Frontier is getting denser, more valuable properties and customers than Verizon
may have shopped in years past. The result should be more value that Frontier can drive from this base than FairPoint may
have been able to with its acquisition. Ultimately, we do not believe comparisons between the two transactions have
merit, and investors should focus on other business items rather than chase these concerns.

Conclusion. We believe the story will become more compelling over the next few months as we head toward our anticipated late
2QI0 closing of the Verizon deal. We expect the stock to lag the group a bit due to the perception that it will sell off at the close.
While we do not believe all of the Verizon holders that will be given shares will immediately sell, (particularly given Verizon's large
base of retail holders that may be attracted to FTR's dividend), history would suggest that the stock will be the trading pattern at the
outset. We note that these trading anomalies can offer investors attractive buying opportunities over the next six months,
especially for accounts with long-term investment horizons looking to take a larger position over time.

We are maintaining our Outperform rating, as we believe that the company remains undervalued with an approximate 13%
dividend yield, which we view as very attractive. We are maintaining our price target of $10.00, which is based on ~8x our 2010
levered FCF per share estimate, a discount to the group's historical average of 10.5x. We note that the company will be lowering the
dividend to $0.75/share following the transaction with Verizon, which is offset by the substantial deleverage to an estimated 2.6x
debt/EBITDA from the current level of 3.9x, and an improved payout ratio targeted at 43% from 72%.
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Qn millions, except per share) Frank Louthan· (404) 442-6367
Q1:08A Q2:08A Q3:08A Q4:08A 2OO8A Qt09A Q2:09A Q3:09A Q4:09E 2009E Q1:10E Q2:10E Q3:10E Q4:10E 2010E

Revenue
CltlZBl18 Communications

Ne\Nork access 107.8 101.0 99.6 96.3 """404T 90.1 87.4 91.2 89.6 358.4 88.3 83.8 85.5 84.2 '341.'8
Local~ servi:es 217.2 214.7 210.7 205.8 848.4 200.9 198.3 193.6 192.1 784.9 187.8 185.0 1820 179.1 734.0
long distance 46.5 46.9 46.4 42.8 182.6 41.4 40.6 42.4 41.9 166.3 41.5 40.7 39.9 38.3 160.4
Oirecbry serviJes 28.6 29.1 28.1 27.5 113.3 27.7 27.2 26.5 26.5 107.9 26.7 26.7 25.1 25.2 103.7
Oller 23.2 19.2 19.0 21.0 824 21.5 18.1 13.1 18.0 70.7 17.0 16.0 15.0 18.0 66.0
Data and InEmel 146.0 151.7 154.0 153.9 605.6 156.4 160.6 160.0 162.8 639.7 166.4 169.7 173.2 176.9 686.2
TOTAL CItizens $569.2 $562.6 $557.9 $547.4 $2,237.0 $538.0 $532.1 $526.8 $531.0 $2,127.9 $527.7 $522.0 $520.8 $521.7 $2.092.1
YIYGrolillth
Verizon propestes 954.4 956.4 1.910.7

Total company revenue $569.2 $562.6 $557.9 $547.4 $2,237.0 $538.0 $532.1 $526.8 $531.0 $2,127.9 $527.7 $522.0 $1,475.1 $1,478.1 $4,002.8
YIYGrolillth 2.3% -2.8% -3.1% -52% ·2.2% -5.5% -54% -56% -3.0% -4.9% -1.9% -1.9% 180.0" 118.4% 88.1%

Operating expenses
Franier 263.8 256.3 256.0 256.6 1.032.8 260.9 252.0 247.5 250.1 1,010.4 249.6 245.3 245.3 245.2 985.4
ReshJctJring Expense

Total operating expenses 263.8 256.3 256.0 256.6 1,032.8 280.9 252.0 247.5 250.1 1,010.4 249.6 245.3 245.3 245.2 985.4

EBITDA - Fronier 305.4 306.2 301.9 290.7 1,204.3 277.1 280.2 279.3 280.9 1,117.5 278.1 276.6 275.5 276.5 1,106.7
YIYGrowlh -21% 10.1" 12.5% -9.2" 23% -9.3% -8.5% -7.5% -3.4% -7.2% 0.4% -1.3% -1.4% -1.6% -1.0%

EBITDA - Non-recurring and Verizon 2.9 2.5 5.2 10.8 8.2 8.2 420 424 843.6
YIYGrowlh

Total EBIIDAS from Continuing Ops 311.3 309.8 307.4 297.4 1,225.9 290.0 290.8 289.9 282.9 1,153.8 280.1 278.6 897.4 702.2 1,958.3
YIYGrolillth -2.4% -1.3% -3.5% -3.1" -25% -6.8% -6.1% -51% -4.9" -5.9% -3.4% -4.2% 140.5% 148.2% 69.8%

Stock OpUon Expense 3.02 3.60 3.05 1.42 11.1 2.12 2.44 2.41 2.00 9.0 2.00 2.00 2.00 2.00 8.0

Total Depreciaion &ArrortzaIon 141.1 144.3 137.7 138.8 561.8 137.6 132.8 103.1 100.0 473.5 97.0 94.1 289.1 286.2 766.5
AcquisOOn Cost 10.8 3.7

Operalng ilcorre (loss) - Fronier 164.3 1620 164.2 151.9 642.5 139.5 136.6 1725 180.9 629.5 181.1 182.5 406.3 413.9 1,183.8
YIYGrowlh -16.5% 18.9% 4.5" -27.4" -8.2% -15.1" -151" 5.0% 19.0% -2.0% 29.8" 33.6% 135.5% 128.9% 88.1%

Operalng iloorre (loss) - Oller
YIYGrolillth

Operating Income (loss) 164.3 162.0 164.2 151.9 642.5 139.5 138.6 172.5 180.9 629.5 181.1 182.5 406.3 413.9 1,183.8
YIYGrowlh -15.0% -5.4" -1.0% -13.1% -8.9% -15.1% -15.1% 5.0" 19.0% -2.0" (0.0) 33.6% 135.5" 128.9" 88. '"

Investrent lIld oller ilcorre (1.2) 6.4 1.3 2.9 9.3 8.2 4.6 5.9 3.0 21.7 3.0 3.0 3.0 3.0 120
Gail on Sale
InErest ilcorre (expense) (90.9) (90.7) (90.3) (90.7) (3626) (88.7) (98.7) (96.6) (95.4) (379.4) (93.9) (92.9) (168.8) (167.2) (522.8)

Tolal oller iloorre (expenses) (92.1) (84.3) (89.0) (87.9) (353.3) (80.5) (94.1) (90.7) (92.4) (357.7) (90.9) (89.9) (165.8) (164.2) (510.8)

Income before Income taxes 72.2 71..7 75.2 84.1 289.2 59.0 42.6 81.8 88.5 271.8 90.2 92.6 240.5 249.7 673.0
YIYGrowIh NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF

Incorre taxes 26.6 21.9 28.2 29.8 106.5 22.1 14.3 29.0 31.0 96.3 31.6 32.4 84.2 87.4 235.5
T8XRale 36.9% 28.2" 37.5% 46.5% 36.8" 37.4" 33.5" 35.5" 35.0" 35.4" 350" 350% 35.0" 35.0" 35.0"

Divilends on convertble preilrred 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Less special ielT6. netoltax
Net Income (loss)· recurring $45.6 $55.8 $47.0 $34.3 $182.7 $37.0 $28.3 $52.7 $57.5 $175.5 $58.6 $80.2 $156.3 $162.3 $437.4

YIYGrowlh NMF NMF NMF NMF -14.9" NMF NMF NMF NMF -3.9" NMF NMF NMF NMF 149.2%

Incorre tomdisconlnued, net 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
inerest in noncontoling pamership (0.7) (0.4) (0.6)
Net Income (loss) - reported $45.6 $55.8 $47.0 $34.3 $162.7 $36.3 $27.9 $52.2 $57.5 $173.9 $58.6 $80.2 $156.3 $162.3 $437.4

YIYGrowlh NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF NMF

Recurring EPS $0.14 $0.17 $0.15 $0.11 $0.57 $0.14 $0.09 $0.17 $0.19 $0.59 $0.19 $0.19 $0.16 $0.16 $0.71
Non-reaJl'riIg cha-ge $0.00 $0.00 $0.00 $0.00 $0.00 $0.02 $0.00 $0.00 $0.00 $0.02 $0.00 $0.00 $0.00 $0.00 $0.00

Reported EPS $0.14 $0.17 $0.15 $0.11 $0.57 $0.12 $0.09 $0.17 $0.19 $0.56 $0.19 $0.19 $0.16 $0.16 $0.71
YIYGrowlh NMF NMF NMF NMF e.-..!!!!f.. NMF NMF NMF NMF~ NMF NMF NMF NMF e.-..!!!!f..

Oiled shares
Divilends

326.2 320.8 313.0 309.6 317.4 309.8 310.1 310.1 310.1 310.0 310.1 310.1 989.0 989.0 649.6
$0.25 $0.25 $0.25 $0.25 $1.00 $0.25 $0.25 $0.25 $0.25 $1.00 $0.25 $0.25 $0.19 $0.19 $0.88

Free Cash Flow Analysis
+EBlTDAS 307.4 297.4 1,225.9 290.8 289.9 282.9 1,153.6
- Cash operaing taxes (26.2) (27.7) (99.0) (18.5) (19.4) (31.0) (90.9)
- Capital expenditlres tomconlnuing 80.5 84.1 288.3 55.8 54.1 75.0 239.5
• Ina-ease (Deaease) il N'v\C 24.1 0.1 71.2 (123) 47.1 (66.7) 8.4

Total free cash flow to Investors 176.6 1855 767.5 228.9 t89.2 243.6 814.8
YIYGrowlh NMF NMF NMF NMF NMF NMF 6.2"
- inErestex nse ($903) ($898) ($3600 $948) ($915) ($93.1) ($360.

levered free cash flow $88.3 $95.7 $407.4 $134.1 $71..8 $150.5 $454.1
YIYGrowlh NMF NMF NMF NMF NMF NMF 11.5"

levered free cash flow per share $0.28 $0.31 $1.26 $0.43 $0.25 $0.49 $1.46
YIYGrowlh NMF NMF NMF NMF NMF NMF 14.2"

Source: CoI1ll3nY ReporE & Raymcnd James esIr'ra\ls

697.4
(84.2)
170.0

443.2

7022
(67.4)
170.0

(0.5)
445.2

NMF

1.958.3
(225.5)
465.0

0.9
1.266.8

55.5"
$513.8)
$753.0
65.8"
$1.20

-18.4"
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Important Investor Disclosures
Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide. Raymond James &
Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL 33716, (727) 567-1000. Affiliates include
the following entities, which are responsible for the distribution of research in their respective areas. In Canada, Raymond James Ltd., Suite
2200, 925 West Georgia Street, Vancouver, BC V6C 3L2, (604) 659-8200. In Latin America, Raymond James Latin America, Ruta 8, km 17, 500,
91600 Montevideo, Uruguay, 00598 2 5182033. In Europe, Raymond James European Equities, 40, rue La Boetie, 75008, Paris, France, +33 1
456164 90.

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation. The securities discussed in this document may not be eligible for sale in some jurisdictions. 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 does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital
may occur. Investors should consider this report as only a single factor in making their investment decision.

Investing in securities of issuers organized outside of the U.S., 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 such securities. Investors who have received this report may be prohibited in certain states or other jurisdictions
from purchasing the securities mentioned in this report. Please ask your Financial Advisor for additional details.

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.

Additional information is available on request.

Analyst Information

Registration of Non-U.S. Analysts: The analysts listed on the front ofthis report who are not employees of Raymond James & Associates,
Inc., are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc.,
and are not subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public companies,
and trading securities held by a research analyst account.

Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus
system. Several factors enter into the bonus determination including quality and performance of research product, the analyst's success
in rating stocks versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors
may include but are not limited to: overall ratings from internal (other than investment banking) or external parties and the general
productivity and revenue generated in covered stocks.

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part
of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
contained in this research report. In addition, said analyst has not received compensation from any subject company in the last
12 months.

Ratings and Definitions

Raymond James & Associates (U.S.) definitions

Strong Buy (SB1) Expected to appreciate and produce a total return of at least 15% and outperform the S&P 500 over the next six months. For
higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least 15% is expected to be realized over
the next 12 months.

Outperform (M02) Expected to appreciate and outperform the S&P 500 over the next 12 months. For higher yielding and more conservative
equities, such as REITs and certain MLPs, an Outperform rating is used for securities where we are comfortable with the relative safety of the
dividend and expect a total return modestly exceeding the dividend yield over the next 12 months.

Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months and is potentially a source of funds for
more highly rated securities.

Underperform (MU4) Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold.

Raymond James Ltd. (Canada) definitions
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Strong Buy (SB1) The stock is expected to appreciate and produce a total return of at least 15% and outperform the S&P/TSX Composite Index
over the next six months.

Outperform (M02) The stock is expected to appreciate and outperform the s&P/TSX Composite Index over the next twelve months.

Market Perform (MP3) The stock is expected to perform generally in line with the S&P/Tsx Composite Index over the next twelve months and
is potentially a source of funds for more highly rated securities.

Underperform (MU4) The stock is expected to underperform the S&P/TSX Composite Index or its sector over the next six to twelve months
and should be sold.

Raymond James Latin American rating definitions

Strong Buy (1) Expected to appreciate and produce a total return of at least 25.0% over the next twelve months.
Buy (2) Expected to appreciate and produce a total return of between 15.0% and 25.0% over the next twelve months.
Hold (3) Expected to perform in line with the underlying country index.
Underperform (4) Expected to underperform the underlying country index.

Raymond James European Equities rating definitions

Strong Buy (1) Absolute return expected to be at least 10% over the next 12 months and perceived best performer in the sector universe.
Buy (2) Absolute return expected to be at least 10% over the next 12 months.
Fair Value (3) Stock currently trades around its fair price and should perform in the range of -10% to +10% over the next 12 months.
Sell (4) Expected absolute drop in the share price of more than 10% in next 12 months.

Rating Distributions

Out of approximately 784 rated stocks in the Raymond James coverage universe, 48% have Strong Buy or Outperform ratings (Buy), 44% are
rated Market Perform (Hold) and 7% are rated Underperform (Sell). Within those rating categories, 24% of the Strong Buy- or Outperform
(Buy) rated companies either currently are or have been Raymond James Investment Banking clients within the past three years; 12% of the
Market Perform (Hold) rated companies are or have been clients and 14% of the Underperform (Sell) rated companies are or have been
clients.

Suitability categories (SR)

For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of potential risk factors for
investors. Suitability ratings are not assigned to stocks rated Underperform (Sell). Projected 12-month price targets are assigned only to
stocks rated Strong Buy or Outperform.

Total Return (TR) Lower risk eqUities possessing dividend yields above that of the S&P 500 and greater stability of principal.

Growth (G) Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend, and the potential
for long-term price appreciation.

Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less predictable earnings
and acceptable, but possibly more leveraged balance sheets.

High Risk (HR) Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and competitive issues,
higher price volatility (beta), and risk of principal.

Venture Risk (VR) Companies with a short or unprofitable operating history, limited or less predictable revenues, very high risk associated
with success, and a substantial risk of principal.

Raymond James Relationship Disclosures

Raymond James expects to receive or intends to seek compensation for investment banking services from the subject companies in the
next three months.

Company Name

Verizon
Communications

Disdosure

Raymond James & Associates received non-investment banking securities-related
compensation from VZ within the past 12 months.

Stock Charts, Target Prices, and Valuation Methodologies

Target Prices: The information below indicates our target price and rating changes for FTR stock over the past three years.
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Valuation Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management effectiveness;
competition; visibility; financial condition, and expected total return, among other factors. These factors are subject to change depending on
overall economic conditions or industry- or company-specific occurrences. Our valuation methodology for Frontier Communications is based
on a multiple to levered free cash flow.

The information below indicates target price and rating changes for other subject companies included in this research.
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Risk Factors

General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on Raymond James research:
(1) Industry fundamentals with respect to customer demand or product / service pricing could change and adversely impact expected
revenues and earnings; (2) Issues relating to major competitors or market shares or new product expectations could change investor attitudes
toward the sector or this stock; (3) Unforeseen developments with respect to the management, financial condition or accounting policies or
practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest rates, the U.S. dollar or major
segments of the economy could alter investor confidence and investment prospects. International investments involve additional risks such as
currency fluctuations, differing financial accounting standards, and possible political and economic instability.

Specific Investment Risks Related to the Industry or Issuer

Wi reline Telecom Services Risk Factors
Wireline telecom services remain highly regulated, and should regulation become less favorable, promoting more competition or reducing
subsidies for these companies, the sector could be negatively impacted. Technological substitution remains a highly credible threat toward
most wireline telecom services companies' revenue and earnings. A large amount of debt could leverage the industry to the downside should
earnings and cash flows face significant pressure.

Frontier Communications Risk Factors
Should additional unfavorable regulatory rulings emerge or the landscape for USF change, we believe it would have a material negative impact
on Frontier. Regulatory changes to network access rates also represent a significant risk to IlECs (incumbent local exchange carriers) and to
Frontier, as the company currently derives a meaningful percentage of its total revenue from network access. Voice over Internet Protocol
(VoIP) and wireless replacement also represent significant competitive threats to Frontier, especially in Rochester, New York, and we believe if
consumer demand for the technology expands significantly, Frontier would be adversely affected.

Company-Specific Risks for Verlzon Communications
Verizon faces a significant amount of competition from both facilities-based ClEes (competitive local exchange carriers) and UNE-P
(unbundled network element - platform) providers, which could significantly impact the company's revenue and earnings. In turn,
competition could negatively impact pricing, both for traditional telephony services and for xDSl, wireless, and other services. These growing
services are offsetting currently declining traditional telephony services, a mix-shift that could negatively impact overall company margins.
Other risks include, but are not limited to, increasing pension expenses, a highly unionized workforce, a large debt load, Vodafone's
(VOD/$23.26) ability to put its interest in Verizon Wireless, and a continued weak business spending environment.

Additional Risk and Disclosure information, as well as more Information on the Raymond James rating system and suitability
categories, is available at ricapitalmarkets.com!SearchForDisdosures main.asp. Copies of research or Raymond James' summary
policies relating to research analyst independence can be obtained by contacting any Raymond James & Assodates or Raymond James
Finandal Services office (please see ravmondjames.com for office locations) or by calling 727-567-1000, toll free 800-237-5643 or
sending a written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6th Floor, 880 Carillon Parkway,
St. Petersburg, FL 33716.

For clients in the United Kingdom:

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for distribution
only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial Promotion) Order 2000 as
investment professionals and may not be distributed to, or relied upon, by any other person.

For clients of Raymond James Investment Services, ltd.: This report is intended only for clients in receipt of Raymond James Investment
Services, Ltd.'s Terms of Business or others to whom it may be lawfully submitted.
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For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to conflict of
interest management. RJA, Raymond James Financial International, ltd., and Raymond James Investment Services, Ltd. are authorized
and regulated in the U.K. by the Financial Services Authority.

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be
submitted.

For Canadian clients:

Review of Material Operations: The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate
visit, the material operations of a subject company before initiating research coverage. The scope of the review may vary depending on
the complexity of the subject company's business operations.

This report is not prepared subject to Canadian disclosure requirements.

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other
intellectual property laws (ofthe United States and other countries). United States law, 17 U.S.c. Sec.SOl et seq, provides for civil and
criminal penalties for copyright infringement.
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