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Telecommunications Services: Wireline___________________________________  
 
FTR: Notes from the Road 

 
Yesterday, we hosted Frontier CFO Don Shassian at our Raymond James Boston Fall 
Investors Conference.  We sat in on several meetings with management where the 
Verizon (VZ/$32.69/Market Perform) deal and issues leading up to and surrounding it 
were the main topics of conversation.  We have the following observations: 
 
Deal on track.  The transaction appears to be on track for closing, with management 
reporting that the SpinCo properties are performing in-line with its expectations.  
Verizon filed an 8-K this week that outlined some financial information regarding the 
deal, and it appears to be more favorable than many investors feared at the outset.  
We believe that management has realistic expectations regarding its ability to effect 
changes in the revenue and cash flow characteristics of the SpinCo markets, and that 
it will be successful in the transition.   
 
Regulatory on the move.  The company has been finalizing information requests for 
the various state hearings that are scheduled over the next six weeks, and after mid-
January, all the hearings and related issues should be clear.  We do not expect the 
company to face significant scrutiny given that this is a de-levering event, and its track 
record for customer service and product deployment is impressive.  If there are any 
concerns, we expect them to be known by the end of January, giving management 
sufficient time to address them.   
 
Broadband update.  The company is expected to focus on broadband deployment in 
the new properties quickly.  We believe that a key to getting customer revenue up is 
broadband deployment and effective marketing of bundles to the SpinCo customers, 
where it has been lacking under Verizon.  Management remains confident that this is 
achievable following additional due diligence on the SpinCo properties.   
 
Conclusion.  We continue to view Frontier as a very solid investment, but with 
relatively low appreciation over the next few months ahead of the merger with 
Verizon’s properties.  We expect state regulatory approval announcements to help 
boost interest in the name as well.  We believe that patient investors will be rewarded 
for holding shares of Frontier.   
 
 

Rating _________________________________
  Outperform 2
 
Current Price ___________________________
Current Price (12/3/2009) $8.37
52-Week Range $9.00 - $5.32
Suitability Total Return
 
Market Data ____________________________
Shares Out. (mil.) 310.1
Market Cap. (mil.) $2,596
Avg. Daily Vol. (10 day) 4,358,720
Dividend/Yield $1.00/12.0%
BVPS (09/09) $1.38
ROE 35%
LT Debt (mil.)/% Cap. $4,898/68%
 
Earnings & Valuation Metrics ______________
 2008A 2009E 2010E
Non-GAAP EPS 
 $0.57 $0.59 $0.71

P/E Ratios (Non-GAAP) 
 14.7x 14.2x 11.8x

GAAP EPS 
 $0.57 $0.56 $0.71

P/E Ratios (GAAP) 
 14.7x 14.9x 11.8x

Revenues (mil.) 
 $2,237 $2,128 $4,003

Levered FCF/Share 
 $1.28 $1.46 $1.20
 
Company Description_____________________
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. 
 
Footnotes:  Non-GAAP EPS excludes non-recurring 
items. 

ICC Docket No. 09-0268
Exhibit 8.9
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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 2 518 2033.  In Europe, Raymond James European Equities, 40, rue La Boetie, 75008, Paris, France, +33 1 
45 61 64 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 of this 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 (MO2)  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. 
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Raymond James Ltd. (Canada) definitions   

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 (MO2)  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 770 rated stocks in the Raymond James coverage universe, 47% have Strong Buy or Outperform ratings (Buy), 44% are 
rated Market Perform (Hold) and 8% are rated Underperform (Sell).  Within those rating categories, 25% 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; 13% of the 
Market Perform (Hold) rated companies are or have been clients and 13% 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 Disclosure 

Verizon 
Communications 

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

Price Rating Change Target Price Change
Coverage Suspended Target Price and Rating Change Split Adjustment
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Frontier Communications Corp. (FTR) 3 yr. Stock PerformanceFrontier Communications Corp. (FTR) 3 yr. Stock Performance

Date: 12/02/09
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Analyst Recommendations & 12 Month Price Objective
SB1:   Strong Buy           NA:   Not Applicable
MO2:   Outperform           NM:   Not Meaningful
MP3:   Market Perform       UR:   Under Review
MU4:   Underperform         
NR :   Not Rated            
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2/25/09 7.30 10.00 2 
11/10/08 8.52 12.50 2 

8/20/08 12.60 UR 2 
8/5/08 11.54 12.50 2 
5/5/08 10.55 12.00 2 

12/18/07 12.41 14.00 2 
5/3/07 15.91 NM 3 

4/20/07 15.62 UR 2 
2/28/07 14.53 15.00 2 
2/16/07 15.08 UR 2 
12/4/06 14.04 15.00 2  

 
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. 

Price Rating Change Target Price Change
Coverage Suspended Target Price and Rating Change Split Adjustment
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Verizon Communications (VZ) 3 yr. Stock PerformanceVerizon Communications (VZ) 3 yr. Stock Performance

Date: 12/02/09

MP3 NM
MU4 NM MP3 NM

Analyst Recommendations & 12 Month Price Objective
SB1:   Strong Buy           NA:   Not Applicable
MO2:   Outperform           NM:   Not Meaningful
MP3:   Market Perform       UR:   Under Review
MU4:   Underperform         
NR :   Not Rated            

Not adjusted for 0.0189:1 Spinoff - Northern New Engl
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10/30/07 45.99 NM 3 
5/7/07 40.66 NM 4 

12/4/06 34.64 NM 3  

 

 

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 
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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 

Wireline 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. 

 

 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available at rjcapitalmarkets.com/SearchForDisclosures_main.asp. Copies of research or Raymond James’ summary 
policies relating to research analyst independence can be obtained by contacting any Raymond James & Associates or Raymond James 
Financial Services office (please see raymondjames.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. 

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 is RJA client 

releasable research 
This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other 
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and 
criminal penalties for copyright infringement. 
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