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The information in this proxy statement/ prospectus-information statement is not complete and may be changed. Valor Communications Group, Inc.
may not distribute or issue the shares of Valor common stock being registered pursuant to this registration statement until the registration statement
filed with the Securities and Exchange Commission is effective. This proxy statement/ prospectus-information statement is not an offer to distribute
these securities and Valor Communications Group, Inc. is not soliciting offers to receive these securities in any state where such offer or distribution is
not permitted.

SUBJECT TO COMPLETION DATED FEBRUARY 28, 2006

&% VALOR

COMMUNICATIONS GROUP

201 E. John Carpenter Freeway, Suite 200
Irving, Texas 75062

[« ],2006

To the Stockholders of Valor Communications Group, Inc.:

As previously announced, the Board of Directors of Valor Communications Group, Inc. has unanimously approved a strategic merger that will combine Valor and
the wireline telecommunications business of Allte] Corporation. Pursuant to the Agreement and Plan of Merger Valor entered into on December 8, 2005 with Alltel
Corporation and Alitel Holding Corp. (which we refer to as “Spinco”), Spinco will merge with and into Valor and Valor will survive as a stand-alone company and will
hold and conduct the combined business operations of Valor and Spinco. Following completion of the merger, the separate existence of Spinco will cease. The merger
will take place immediately afier Allte] contributes the assets making up its wireline telecommunications business to Spinco and distributes the common stock of Spinco
to its stockholders. Immediately following the merger, Valor will change its name to “[ + 1 and its common stock will be quoted on the New York Stock Exchange and
will be traded under the ticker symbol [+ 1. When the merger is completed, Alltel stockholders will together own approximately 85%, and Valor’s stockholders will
own approximately 15%, of the shares of common stock of [ * ] on a fully diluted basis.

In the merger, it is presently estimated that each share of Spinco common stock will be converted into the right to receive approximately 1.04 shares of Valor
common stock. Existing shares of Valor common stock will remain outstanding. Valor expects to issue approximately 403,000,000 shares of common stock to Alltel
stockholders pursuant to the merger. However, this amount is subject to change as a result of compensatory equity grants and other issuances of Valor common stock.
For a more complete discussion of the calculation of the number of shares of Valor common stock to be issued pursuant to the merger, see the section titled “The
Transactions — Calculation of Merger Consideration” on page [ + ] of the accompanying proxy statement/ prospectus—information statement. Before Valor may issue
these shares the Valor certificate of incorporation must be amended to increase the authorized shares of Valor common stock from 200,000,000 to 2,000,000,000.

We cordially invite you to attend the annual meeting of Valor stockholders tobe heldon [+ 1,2006at [« ],at [« ], local time. At the annual meeting, we will ask
you to consider and vote on proposals to adopt and approve the merger agreement and the transactions contemplated thereby. You will also be asked to elect directors
and act on other matters normally considered at Valor’s annual meeting. The Board of Directors of Valor has unanimously approved the merger agreement and
unanimously recommends that the Valor stockholders vote FOR the proposals to (i) adopt the merger agreement, (ii) approve an amendment to the Valor
certificate of incorporation pursuant to the merger increasing the authorized shares of Valor common stock, and (iii) approve the issuance of Valor common
stock pursuant to the merger, each of which is necessary to effect the merger, as well as FOR the adoption of the 2006 Equity Incentive Plan (which is
conditioned upon stockholder approval of the merger proposals), the Board’s nominees for director and the ratification of Valor’s independent auditors.

Your vote is very important. We cannot complete the merger unless the proposals relating to the adoption of the merger agreement, the amendment to Valor's
certificate of incorporation pursuant to the merger and the issuance of Valor stock pursuant to the merger are adopted by the affirmative vote of the holders of a majority
of the voting power of the outstanding shares of Valor common stock entitled to vote at the annual meeting. Only stockholders who owned shares of Valor stock at the
close of business on [ » 1, 2006 will be entitled to vote at the annual meeting. Whether or not you plan to be present at the annual meeting, please complete, sign,
date and return your proxy card in the enclosed envelope, or authorize the individuals named on your proxy card to vote shares by calling the toll-free
telephone number or by using the Internet as described in the instructions included with your proxy card. If you hold your shares in “strect name”, you should
instruct your broker how to vote in accordance with your voting instruction form. If you do not submit your proxy, instruct your broker how to vote your shares, or vote
in person at the annual meeting, it will have the same effect as a vote against adoption of the merger agreement.

You should be aware that certain stockholders have already agreed with Alitel to vote or cause to be voted all of the Valor shares they own in favor of the
adoption of the merger agreement, the amendment to the Valor certificate of incorporation increasing the authorized shares of Valor common stock pursuant
to the merger and the issuance of Valor common stock pursuant to the merger. Further, you should also be aware that our directors and executive officers
have either entered into this agreement with Alltel or otherwise indicated that they intend to vote their Valor common shares FOR the merger proposals.
These stockholders and our executive officers and directors together hold an aggregate of approximately 42% of the aggregate number of votes entitled to be
cast,

The accompanying proxy statement/ prospectus—information statement explains the merger, the merger agreement and the transactions contemplated thereby and
provides specific information concerning the annual meeting. Please review this document carefully. You should consider the matters discussed under the heading
“Risk Factors — Risks Relating to the Spin—Off and the Merger” on page 21 of the accompanying proxy statement/ prospectus—information statement before
voting.

On behalf of our Board of Directors, I thank you for your support and appreciate your consideration of this matter.

Sincerely,

John J. Mueller
President and Chief Executive Officer



Member of the Board of Directors

Neither the Securities and Exchange Commission nor any state securities regulator has approved or disapproved the merger described in this proxy
statement/ prospectus—information statement or the Valor Communications Group, Inc. common steck to be issued in connection with the spin—off and
merger, or determined if this proxy statement/ prospectus—information statement is accurate or adequate. Any representation to the contrary is a criminal
offense.

This proxy statement/ prospectus—information statement is dated [ * ], 2006,
and is first being mailed to stockholders on or about [ = 1, 2006.
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ALLTEL CORPORATION
One Allied Drive ¢ Little Rock, ‘Arkansas 72202
Telephone (501) 905—8000
www.alltel.com ,
[* ], 2006

To the Stockholders of Alltel Corporation: !

On December 9, 2005, we announced that we would spin—off to our stockholders shares of Alltel Holding Corp. (which we refer
to as “Spinco™), a subsidiary of Alltel Corporation into which we will contribute our wireline telecommunications business, and that
Spinco would then merge with Valor Communications Group, Inc. After the spin—off and merger, Valor, which will be renamed [ »

1,7 will be a separately traded public company that will own and opérate the combined businesses of Spmco and Valor. The new
company’s common stock will be listed on the New York Stock Exchange under the trading symbol “[ = ]”.

It is presently estimated that approximately 1.04 shares of Valor common stock will be issued to Alitel stockholders for each share
of Spinco common stock they are entitled to receive on the distribution date. However, this amount is subject to change based on the
number of shares of Spinco common stock to be distributed and as a result of compensatory equity grants and other issuances of Valor
common stock. A more complete discussion of the calculation of the number of shares of Valor common stock to be issued pursuant
to the merger is contained in the accompanying proxy statement/ prospectus—information statement. You and all other holders of
Alltel common stock will not be required to pay for the shares of Valor common stock you receive and you will also retain all of your
shares of Alltel common stock. When the merger is completed, Alltel stockholders will together own approximately 85%, and Valor’s
stockholders will own approximately 15%, of the shares of common stock of [ ] on a diluted basis.

This transaction represents a significant strategic step that will sharpen Alltel’s focus on its higher growth wireless
telecommunications business. The spin—off will also allow Alitel stockholders to benefit from the success and upside potential of the
Nnew company.

Alltel Corporation’s Board of Directors has determined that the spin—off of the wireline business and the combination with Valor
is advisable and in the best interests of Alltel and its stockholders, and has approved the proposed transaction. You need not take any
action to participate in the spin—off or the merger. No vote of Alltel Corporation stockholders is required in connection with this
transaction.

The foliowing document contains important information describing the terms of the spin—off and the merger. We encourage you to
read it carefully.

We look forward to completing the spin—off and merger and to the exciting opportunities it presents for our stockholders.

Sincerely,

Scott T. Ford
President and Chief Executive Officer
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\ Valor Communications Group, Inc.
k 201 E. John Carpenter Freeway, Suite 200, Irving, Texas 75062

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD [ - ], 2006

To the Stockholders of Valor Communications Group, Inc.:

The annual meeting of stockholders of Valor Communications Group, Inc. will be heldon [ < ],2006 at [+ ], at[ < ], local time.
The annual meeting is being held for the following purposes:

1. to adopt the Agreement and Plan of Merger, dated as of December 8, 2005, as such may be amended from time to time (the
“Merger Agreement”), by and among Alltel Corporation, Alltel Holding Corp. (“Spinco”) and Valor Communications Group,
Inc., pursuant to which (i) Spinco will merge with and into Valor, after which Valor will survive as a stand-alone company and
will hold and conduct the combined business operations of Valor and Spinco and (ii) each outstanding share of Spinco common
stock will be converted into the right to receive approximately 1.04 shares of Valor common stock (subject to variation based on
the number of shares of Spinco common stock that is distributed to Alltel stockholders and as a result of compensatory equity
grants and other issuances);

2. to approve the amendment to the Certificate of Incorporation of Valor Communications Group, Inc. pursuant to the merger
to increase the authorized shares of Valor common stock from 200,000,000 to 2,000,000,000 to be effective contemporaneously
with the effective time of the merger;

3. to approve the issuance of up to 403,000,000 shares of Valor common stock to Alltel stockholders in accordance with the
terms of the Merger Agreement;

4. to adopt and approve the 2006 Equity Incentive Plan, a copy of which is attached as Annex G to this proxy statement/
prospectus—information statement;

5. to elect eleven (11) directors to serve until the 2007 Annual Meeting of Stockholders or until their successors are duly
elected and qualified or until their earlier removal, resignation or death;

6. to ratify the appointment of Deloitte & Touche LLP as Valor’s independent registered public accounting firm for the fiscal
year ending December 31, 2006 or until their earlier removal or termination;

7. to adjourn the annual meeting, if necessary, to solicit additional proxies for the adoption of the merger agreement, approval
of the amendment to the Certificate of Incorporation of Valor pursuant to the merger or approval of the issuance of shares of Valor
common stock pursuant to the merger; and

8. to transact any and all other business that may properly come before the annual meeting or any adjourned session of the
annual meeting.

The proposals set forth in items one through three above are conditioned on the other two and approval of each is required for
completion of the merger. The proposal set forth in item four is conditioned upon the approval of the first three items. Furthermore,
you should be aware that if the merger is completed, then by virtue of the merger the persons elected at the annual meeting to serve as
directors shall be replaced by the persons who serve as directors of Spinco immediately prior to the merger. It is currently anticipated
that Valor’s post—merger Board of Directors will consist of the following nine persons: Jeffery R. Gardner (who most recently served
as Alltel’s Executive Vice President — Chief Financial Officer), Francis X. Frantz (who most recently served as Alitel’s Executive
Vice President — External Affairs, General Counsel and Secretary), six directors designated by Alltel (one of whom will be Dennis E.
Foster, a current director of Alitel) and Anthony J. de Nicola (the current Chairman of Valor’s Board of Directors). You should also be
aware that if the merger is completed, PricewaterhouseCoopers LLP will become Valor’s post—-merger independent registered public
accounting firm for the fiscal year ending December 31, 2006.
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Only stockholders who owned shares of Valor common stock at the close of business on [ * ], 2006, the record date for the annual
meeting, are entitled to notice of, and to vote at, the annual meeting and any adjournment or postponement of it. A stockholders’ list
will be available for inspection by any stockholder entitled to vote at the annual meeting during ordinary business hours at Valor’s
principal offices for ten days prior to the annual meeting as well as at the location of the annual meeting for the entire time of the
annual meeting.

The merger agreement and the merger, along with the other transactions which would be effected in connection with the merger,
are described more fully in the attached proxy statement/ prospectus--information statement, and we urge you to read it carefully.
Valor stockholders have no appraisal rights under Delaware law in connection with the merger.

THE VALOR COMMUNICATIONS GROUP, INC. BOARD OF DIRECTORS HAS UNANIMOUSLY APPROVED
THE MERGER AGREEMENT AND THE MERGER AND UNANIMOUSLY RECOMMENDS THAT VALOR
STOCKHOLDERS VOTE FOR THE PROPOSALS TO ADOPT THE MERGER AGREEMENT, TO APPROVE THE
AMENDMENT TO THE VALOR CERTIFICATE OF INCORPORATION PURSUANT TO THE MERGER INCREASING
THE AUTHORIZED SHARES OF VALOR COMMON STOCK AND TO APPROVE THE ISSUANCE OF VALOR
COMMON STOCK PURSUANT TO THE MERGER, EACH OF WHICH IS NECESSARY TO EFFECT THE MERGER,
AS WELL AS FOR THE ADOPTION OF THE 2006 EQUITY INCENTIVE PLAN (WHICH IS CONDITIONED UPON
STOCKHOLDER APPROVAL OF THE MERGER PROPOSALS), THE BOARD’S NOMINEES FOR DIRECTOR AND
FOR THE RATIFICATION OF VALOR’S INDEPENDENT AUDITORS AND, IF NECESSARY, THE ADJOURNMENT
OF THE ANNUAL MEETING TO SOLICIT ADDITIONAL PROXIES FOR THE MERGER PROPOSALS.

To ensure that your shares of Valor common stock are represented at the annual meeting, please complete, date and sign the
enclosed proxy card and mail it promptly in the envelope provided. Any executed but unmarked proxy cards will be voted in
accordance with the recommendations of the Valor Board of Directors, including FOR adoption of the merger agreement and FOR the
election of Board of Director’s nominees for director. Valor stockholders may revoke their proxy in the manner described in the
accompanying proxy statement/ prospectus—information statement before it has been voted at the annual meeting,

By Order of the Board of Directors,

Irving, Texas
[+ 1,2006

YOUR VOTE IS VERY IMPORTANT

Whether or not you plan to be present at the annual meeting, please promptly complete, sign, date and return your proxy card
in the enclosed envelope, or authorize the individuals named on your proxy card to vote shares by calling the toll-free
telephone number or by submitting a proxy via the Internet as described in the instructions included with your proxy card or
voting information form.
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REFERENCES TO ADDITIONAL INFORMATION

This proxy statement/ prospectus—information statement incorporates important business and financial information about Valor
Communications Group, Inc. from documents previously filed with the Securities and Exchange Commission that are not included in
or delivered with this proxy statement/ prospectus—information statement. This information is available to you without charge upon
your written or oral request. You can obtain documents incorporated by reference in this proxy statement/ prospectus—information

statement by requesting them in writing, by telephone or by e~mail from Valor with the following contact information or on Valor’s
website at www.valortelecom.com: '

Valor Communications Group, Inc.
201 E. John Carpenter Freeway, Suite 200
Irving, Texas 75062
Attn: Investor Relations
Tel: (866) 779-1296 !
Email: investorrelations@valortelecom:com

If you would like to request any documents, please do so by [ ¢ ], 2006 in order to receive them before the annual meeting.

See “Where You Can Find Additional Information” for more information about the documents referred to in this proxy statement/
prospectus—information statement.

In addition, if you have questions about the merger you may contact:

Georgeson @ Sharcholder
e}

17 State Street, 10t Floor
New York, NY 10004
Call toll free: (888) 206—1124

ALL INFORMATION CONTAINED IN THIS PROXY STATEMENT/ PROSPECTUS~INFORMATION STATEMENT WITH
RESPECT TO ALLTEL OR SPINCO AND THEIR SUBSIDIARIES HAS BEEN PROVIDED BY ALLTEL. ALL INFORMATION
CONTAINED OR INCORPORATED BY REFERENCE IN THIS PROXY STATEMENT/ PROSPECTUS-INFORMATION
STATEMENT WITH RESPECT TO VALOR (INCLUDING THE FINANCIAL ADVISORS TO VALOR) AND ITS
SUBSIDIARIES HAS BEEN PROVIDED BY VALOR. NEITHER VALOR ON THE ONE HAND, NOR SPINCO OR ALLTEL,
ON THE OTHER HAND, WARRANTS THE ACCURACY OF THE INFORMATION PROVIDED BY THE OTHER PARTY.
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QUESTIONS AND ANSWERS ABOUT THE TRANSACTIONS

e

What are Valor Communications Group, Inc. steckholders being asked to vote on at the annual meeting?

A:  Valor Communications Group, Inc. (also referred to herein as “Valor”) stockholders are being asked to consider and vote upon
proposals to adopt the merger agreement entered into among Valor, Alltel Corporation (also referred to herein as “Alltel”’) and
Alltel Holding Corp. (also referred to herein as “Spinco™), to approve the amendment to Valor’s certificate of incorporation
pursuant to the merger increasing the authorized number of shares of Valor common stock, to approve the issuance of Valor
common stock to Alltel stockholders pursuant to the merger and to adopt the 2006 Equity Incentive Plan. Other matters to be
considered and voted upon at the annual meeting are the election of directors, ratification of Valor’s independent auditors and
such other matters as may properly come before the meeting.

4

What will happen in the spin—off and merger?

A: First, Alltel will engage in a series of preliminary restructuring transactions to e\ffect the transfer to Spinco’s subsidiaries of all of
the assets relating to Alltel’s wireline telecommunications business and the transfer to Alltel of all assets not relating to such
business. Following these preliminary restructuring transactions, and immediately prior to the effective time of the merger, Alltel
will contribute all of the stock of the Spinco subsidiaries to Spi?co (which we will refer to as the “contribution”) in exchange for:

* the issuance to Alitel of Spinco common stock to be distributed to Alltel’s stockholders pro rata iﬁ the spin—off (which we will
refer to as the “distribution™),

* the payment of a special dividend to Alltel in an amount not to exceed Alltel’s tax basis in Spinco (which equals approximately
$2.4 billion as of June 30, 2005), which Alltel will use to repurchase stock pursuant to a special stock buyback program
authorized by the Alltel Board of Directors in connection with the spin—off, to repay outstanding indebtedness, or both, within
one year following the spin—off, and '

* the distribution by Spinco to Alltel of certain Spinco debt securities (which we will refer to as the “exchange notes”) in an
amount equal to approximately $1.538 billion, which Alltel intends to exchange for outstanding Alltel debt securities or
otherwise transfer to Alltel’s creditors, thereby reducing Alltel’s outstanding indebtedness.

Prior to the distribution, Spinco will consummate certain financing transactions pursuant to which it will incur approximately
$3.965 billion in indebtedness through (1) borrowings under a new senior secured credit agreement or the issuance of senior
unsecured debt securities in an offering under Rule 144A, promulgated under the Securities Act of 1933, as amended, or 4 public
offering and (2) the distribution of the exchange notes to Alltel. All proceeds of the financing will be used to pay the consideration

to be received by Alltel for the contribution (through payment of the special dividend and distribution of the exchange notes) and
to pay related fees and expenses. ‘

After the contribution and immediately prior to the merger, Alltel will spin—off Spinco to the stockholders of Alltel by distributing
all of its shares of Spinco common stock to Alltel stockholders on a pro rata basis. Spinco will then merge with and into Valor in
accordance with the merger agreement. Valor will survive the merger as a stand—alone company holding and conducting the
combined business operations of Valor and Spinco. Immediately following the merger, Valor will change its name to [ + ] and its
common stock will be quoted on the New York Stock Exchange. For ease of reference, throughout this proxy statement/
prospectus information statement we will refer to [ ], the new company formed by the merger of Valor and Spinco as “Newco.”

Pursuant to the merger, it is presently estimated that Alltel stockholders will receive approximately 1.04 shares of Valor common
stock for each share of Spinco common stock they are entitled to receive on the distribution date. However, this amount is subject
to change based on the number of shares of Spinco common stock distributed to Alitel stockholders and as a result of
compensatory equity grants and other issuances of Valor common stock that may be made prior to the spin—off. For a more
complete discussion
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of the calculation of the number of shares of Valor common stock to be issued in the merger, see the section titled “The
Transactions — Calculation of Merger Consideration” on page [ * ] of this proxy statement/ prospectus—information statement.
Holders of Alltel common stock will not be required to pay for the shares of Valor common stock they receive and will also )
retain all of their shares of Alltel Corporation. Existing shares of Valor common stock will remain outstanding.

By virtue of the merger, Newco will assume $261.0 million in Alltel debt on a conselidated basis and $400.0 million in
outstanding Valor debt securities. Newco will also borrow approximately $781.0 million under its new senior secured credit
facility in order to prepay the amounts outstanding under Valor’s existing credit facility. These amounts, together with the
$3.965 billion in financings consummated by Spinco prior to the merger and certain expenses related to the transaction, will
result in Newco having approximately $5.5 billion in total debt immediately following completion of the merger. It is expected
that Newco will use proceeds from its new senior secured credit facilities to refinance approximately $81.0 million of Alltel’s
outstanding bonds (plus an additional approximately $9.5 million in related make~whole premiums) and to purchase any of
Valor’s outstanding bonds that may be tendered pursuant to the terms thereof as a result of the merger. However, no Valor bonds
are expected to be tendered as a result of the merger.

Q: What will Alltel Corporation stockholders be entitled to receive pursuant tq the transactions?

A:  As aresult of the merger, Alltel stockholders will be entitled to receive approximately 1.04 shares of Valor common stock
(subject to variation based on the number of shares of Spinco common stock distributed to Alltel stockholders and as a result of  *
compensatory equity grants and other issuances) for every shar? of Spinco common stock that they are entitled to receive in the
distribution of the Spinco businesses to Alltel stockholders. No'fractional shares of Valor common stock will be issued to Alltel
stockholders in the merger. Alltel stockholders that otherwise would be entitled to a fraction of a Valor common share will be
entitled to receive a cash payment in lieu of issuance of that fractional share. See “The Merger Agreement — Merger
Consideration” on page [ » ]. Following the merger, approximately 85% of the outstanding common shares of Newco will be
held by Alltel stockholders.

Does Valor’s Board support the merger?

>R

Yes. The Valor Board of Directors has unanimously approved the merger agreement and the merger and unanimously
recommends that Valor stockholders vote FOR the proposals to adopt the merger agreement, to approve the amendment to
Valor’s Certificate of Incorporation pursuant to the merger increasing the authorized number of shares of Valor common stock, to
approve the issuance of Valor common stock to Alltel stockholders pursuant to the merger and to adopt the 2006 Equity Incentive
Plan.

How will my rights as a Newco stockholder after the merger differ from my current rights as a Valor stockholder?

After the merger, your rights as a stockholder will be governed by the amended and restated certificate of incorporation attached
to this document as Annex E, rather than the current certificate of incorporation of Valor. A comparison of the differences of
your rights as a stockholder under these twe governing documents is discussed in the section titled “Comparison of the Rights of
Valor Stockholders Before and After the Spin—Off and Merger” starting on page [ * ] of this proxy statement/
prospectus—information statement.

=R

What will happen to Valor’s dividend policy as a result of the merger?

The merger agreement provides that the initial dividend policy of Newco (which may be changed at any time by Newco’s Board
of Directors) will provide for the payment, subject to applicable law, of regular quarterly dividends on each issued and
outstanding share of common stock of $0.25 per share. See “The Transactions — Dividend Policy.”

>R
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What are the material tax consequences to Valor stockholders and Alltel stockholders resulting from the spin—off and the
merger?

The merger will be tax—free to Valor stockholders. Assuming that the spin—off qualifies as a tax—free distribution under

Sections 355, 368 and related provisions of the Internal Revenue Code of 1986, as amended (the “Code™), and that the merger
qualifies as a tax—free reorganization under Section 368(a) of the Code, Alltel stockholders will not recognize any gain or loss for
U.S. federal income tax purposes as a result of the spin—off or the merger, except for any gain or loss attributable to the receipt of
cash in lieu of a fractional share of Valor common stock. The material U.S. federal income tax consequences of the spin—off and
the merger are described in more detail under “Certain United States Federal Income Tax Consequences of the Spin—Off and the
Merger” on page[° 1.

Are there risks associated with the merger?

Yes. We may not achieve the expected benefits of the merger because of the risks and uncertainties discussed in the section titled
“Risk Factors” starting on page [ * ] and the section titled “Special Note Concerning Forward-Looking Statements” starting on
page [ © ]. Those risks include, among other things, risks relating to the uncertainty that we will be able to integrate the existing
Valor business with the Spinco business successfully and uncertainties relating to the performance of the businesses following
the completion of the merger.

What should Alitel stockholders do now?

Alltel common stockholders should carefully read this proxy statement/ prospectus—information statement, which contains
important information about the spin—off, the merger, Spinco and Valor. Alltel stockholders are not required to take any action to
approve the spin—off, the merger or any of the transactions contemplated thereby. After the merger, Newco will mail to holders
of Alltel common stock who are entitled to receive shares of Valor common stock book—entry statements evidencing their
ownership of Valor common stock and other information regarding their receipt of Valor common stock.

ALLTEL STOCKHOLDERS WILL NOT BE REQUIRED TO SURRENDER THEIR EXISTING ALLTEL
CORPORATION COMMON SHARES IN THE SPIN-OFF TRANSACTION OR THE MERGER AND THEY
SHOULD NOT RETURN THEIR ALLTEL STOCK CERTIFICATES.

How will the market price of Alltel common stock be affected by the merger?

The market value of Alltel common stock following the merger will decrease in order to give effect to the distribution. Some or
all of this decrease in value realized by Alltel stockholders will be offset by the value of the Newco common stock they will
receive in the merger. However, there can be no assurances that the combined trading prices of shares of Alltel common stock
and Newco common stock after the merger will be equal to or greater than the trading price of shares of Alltel common stock
prior to the merger. Until the market has fully evaluated the business of Alltel without the business of Newco, the price at which
shares of Alltel common stock trade may fluctuate significantly. Similarly, until the market has fully evaluated the combined
businesses of Valor and Spinco on a stand—alone basis, the price at which shares of Newco common stock trade may fluctuate
significantly.

What should Valoer stockholders do now?

After carefully reading and considering the information contained in this proxy statement/ prospectus—information statement,
Valor stockholders should vote their shares as soon as possible so that their shares will be represented and voted at the Valor
annual meeting. Please foliow the instructions set forth on the enclosed proxy card or on the voting instruction form provided by
the record holder if your shares are held in the name of your broker or other nominee.

Have any stockholders already agreed to vote for the merger?

Yes. Holders of approximately 41% of Valor common stock have agreed to vote for the adoption of the merger agreement and
have signed a Voting Agreement with Spinco to that effect.
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How do Valor stockholders vote?
Valor stockholders may vote before the annual meeting in one of the following ways:

* use the toll-free number, if any, shown on your proxy card,
» visit the website, if any, shown on your proxy card to submit a proxy via the Internet; or
* complete, sign, date and return the enclosed proxy card in the enclosed postage—paid envelope.

What if a Valor stockholder does not vote on the matters relating to the merger?

If you are a Valor stockholder and you fail to respond with a vote or fail to instruct your broker or other nominee how to vote on
the proposals to adopt the merger agreement, to approve the amendment to Valor’s certificate of incorporation pursuant to the
merger increasing the authorized number of shares of Valor common stock and to approve the issuance of Valor common stock
to Alltel stockholders pursuant to the merger, it will have the same effect as a vote against these proposals, each of which must be
approved for the merger to occur. In addition, if you fail to vote or instruct your broker or other nominee to vote on the proposal
to adopt the 2006 Equity Incentive Plan, it will also have the same effect as a vote against this proposal. If you respond and
abstain from voting, your proxy will have the same effect as a vote against these proposals. If you respond but do not indicate
how you want to vote on the proposals, your proxy will be counted as a vote in favor of these proposals.

What stockholder approvals are needed in connection with the merger?

The merger cannot be completed unless the merger agreement is adopted, the amendment to Valor’s certificate of incorporation
pursuant to the merger increasing the authorized number of shares of Valor common stock is approved and the issuance of Valor
common stock to Alltel stockholders pursuant to the merger is approved by the affirmative vote of the holders of a majority of the
voting power of the outstanding shares of Valor common stock entitled to vote at the annual meeting. No vote of Alltel
stockholders is required or being sought in connection with the spin—off transaction or the merger.

Why are Valor stockholders being asked to approve the 2006 Equity Incentive Plan?

Valor stockholders are being asked to approve the 2006 Equity Incentive Plan to ensure that upon completion of the merger,
Newco has in place an equity incentive plan that will enable it to address equity incentives for the management of Newco in a
timely manner.

On February 9, 2005, the Board of Directors of Valor adopted the 2005 Long—Term Equity Incentive Plan (the “2005 Plan™). A
total of 2,500,000 shares of our common stock were reserved for issuance under the 2005 Plan, of which 342,469 remain
available for awards. Newco will be a considerably larger company than Valor was at the time of the adoption of the 2005 Plan
and will correspondingly have more key employees. To focus the Newco management team on objectives that are designed to
enhance the value and performance of the merged entity to the benefit of the Valor stockholders, it is anticipated that Newco will
grant equity awards to its key employees following completion of the merger. As a result, to ensure that Newco has adequate
means to provide equity incentive compensation for its employees thereafter, the Board of Directors deems it to be in the best
interests of Valor for its stockholders to approve the adoption of the 2006 Equity Incentive Plan because if Valor stockholders
approve the merger, but not act on the 2006 Equity Incentive Plan at the annual meeting, Newco would be required to either call
a special stockholder meeting following completion of the merger or wait until its 2007 annual meeting of stockholders to obtain
approval for a new equity compensation plan.

Who can vote at the Valor annual meeting?

Holders of Valor common stock can vote their shares at the annual meeting if they are holders of record of those shares at the
close of business on [ * ], 2006, the record date for the annual meeting.

When and where is the annual meeting of Valor stockholders?
The annual meeting of Valor stockholders willbe heldat[+ Jon [+ ],2006at[+ ], at{+* ], local time.
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Q: IfYam not going te attend the annual meeting, should I return my proxy card(s)? . ‘

A: Yes. Returning your proxy card(s) ensures that your shares will be represented at the annual meeting, even lf you are unable to or
do not attend. !

Can Valor stockholders change their vote after they mail their proxy card?

ZRQ

Yes. If you are a holder of record of Valor common stock and have properly completed and submitted your proxy card, you can
change your vote in any of the following ways:

* by sending a written notice to the corporate secretary of Valor that is recelved prior to the annual meeting stating that yoy
revoke your proxy;

= by properly completing a new proxy card bearing a later date and properly submitting it so that it is received prior to the annual
meeting;

* by logging onto the Internet website specified on your proxy card in the same manner you would to submit your proxy °
electronically or by calling the telephone number specified on your proxy card ﬁnor to the annual meeting, in each case if you are
eligible to do so and following the instructions on the proxy card; or

* by attending the annual meeting and voting in person.
Simply attending the annual meeting will not revoke a proxy. |

If you are a Valor stockholder whose shares are held in “street name” by your broker and you have directed such person to vote’
your shares, you should instruct such person to change your vote.

If my Valor shares are held in “street name” by my broker, will my broker vote my shares for me?

Your broker will vote your Valor shares only if you provide instructions on how to vote. You should follow the directions
provided by your broker regarding how to instruct your broker to vote your shares. Without instructions, your shares will not be
voted, which will have the effect of a vote against the adoption of the merger agreement, the approval of the amendment to
Valor’s certificate of incorporation increasing the authorized number of shares of Valor common stock, the approval of the
issuance of Valor common stock to Alltel stockholders pursuant to the merger and the adoption of the 2006 Equity Incentive
Plan.

Can Alltel or Valor steckholders demand appraisal of their shares?

No. Neither Alltel nor Valor stockholders have appraisal rights under Delaware law in connection with the spin—off, the merger
or the transactions contemplated thereby.

>R
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Q: When will the merger be completed?

A:  We are working to complete the merger as quickly as possible. If approved by the Valor stockholders, we hope to complete the
merger as early as the second quarter of 2006. However, it is possible that factors outside our control could require us to complete
the merger at a later time or not complete it at all. For a discussion of the conditions to the merger see “Merger Agreement —
Conditions to Merger” beginning on page [ * ].

Q: Who can answer my questions?

A: If you are a Valor stockholder and you have any questions about the merger, the annual meeting, or if you need assistance in
voting your shares, please contact:

Investor Relations Department

Valor Communications Group, Inc.

201 E. John Carpenter Freeway, Suite 200

Irving, Texas 75062

Attn: Investor Relations

Tel: (866) 779-1296

Email address: investorrelations@valortelecom.com
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If you are an Alitel stockholder and you have any questions regarding the distribution of Spinco shares, the merger or any matter
described in this proxy statement/ prospectus—information statement, please direct your questions to:

Investor Relations Department

Alltel Corporation

One Allied Drive

Little Rock, Arkansas 72202

Tel: (877) 446-3682 . ) !
Email address: alltel.investor.relations@alltel.com

In addition, if you have questions about the merger or if you need additional copies of this proxy statement/
prospectus—information statement you may also contact:

Georgeson Shareholder
17 State Street, 10" Floor
New York, NY 10004 '
Call toll free: (888) 206—1124
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| SUMMARY

This summary highlights selected information from this proxy statement/ prospectus—information statement and may not contain
all of the information that is important to you. To understand the transactions fully and for a more complete description of the legal
terms of the spin—off and the merger, you should carefully read this entire proxy statement/ prospectus—information statement and the
other documents to which we refer you, including in particular the copies of the merger agreement, the distribution agreement and the
voting agreement, and the opinions of Wachovia Securities and Bear, Stearns & Co. Inc. that are attached to this proxy statement/
prospectus—information statement as Annexes A, B, C, D~1 and D~2, respectively. See also “Where You Can Find Additional
Information” on page [ * ]. We have included page references parenthetically to direct you to a more complete description of the
topics presented in this summary.

This proxy statement/ prospectus—information statement is:

* a prospectus of Valor Communications Group, Inc. relating to the issuance of shares of Valor Communications Group, Inc.
common stock in connection with the merger;

* a proxy statement of Valor Communications Group, Inc. for use in the solicitation of proxies for Valor’s annual meeting; and

* an information statement of Alltel Corporation relating to the spin—off of its shares of Spinco common stock to Alltel
stockholders.

The Companies (page'[ * ])

Valor Communications Group, Inc.

Valor Communications Group, Inc.
201 E. John Carpenter Freeway, Suite 200
Irving, Texas 75062

Valor Communications Group, Inc. (also referred to herein as *“Valor”) is one of the largest providers of telecommunications
services in rural communities in the southwestern United States and the seventh largest independent telephone company in the
country. As of December 31, 2005, Valor operated 518,456 telephone access lines in primarily rural areas of Texas, Oklahoma, New
Mexico and Arkansas. Valor believes that in many of its markets it is the only service provider that offers customers an integrated
package of local and long distance voice, high—speed data and Internet access as well as a variety of enhanced services such as
voicemail and caller identification. Valor generated revenues of $505.9 million and net income of $35.3 million in the year ended
December 31, 2005.

Valor was formed in connection with the acquisition in 2000 of select telephone assets from GTE Southwest Corporation, which is
now part of Verizon. Valor’s formation was orchestrated by its equity sponsors Welsh, Carson, Anderson & Stowe, or WCAS, Vestar
Capital Partners, Citicorp Venture Capital and a group of founding individuals. Valor completed its initial public offering of shares of
common stock on February 9, 2005 and its shares began trading on the NYSE under the symbol “VCG.”

Alltel Holding Corp.
Alltel Holding Corp.

One Allied Drive
Little Rock, AR 72202

Alltel Holding Corp. (also referred to herein as “Spinco™) is currently a wholly—owned subsidiary of Alltel Corporation (also
referred to herein as “Alltel”) and was incorporated in its current form as a Delaware corporation on November 2, 2005 to hold
Alltel’s wireline telecommunications business. Alltel’s wireline telecommunications business is currently operated by certain of its
subsidiaries, each of which will be transferred to Spinco prior to the closing of the spin—off and the merger. These subsidiaries provide
wireline local, long—distance, network access and Internet services. These subsidiaries also sell and warehouse
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telecommunications products, publish telephone directories for affiliates and other independent telephone companies. This proxy
statement/ prospectus—information statement describes Spinco as if it held the subsidjaries and other assets that will be transferred to it
prior to closing for all historical periods presented. |

The Annual Meeting (page [ * ])

The annual meeting of Valor stockholders will take placeon [« ],2006at[+ ], at[° ] local time. At the annual meeting, Valor
stockholders will be asked to consider and vote on proposals to adopt the merger agreement, to approve the amendment to Valor’s
certificate of incorporation pursuant to the merger increasing the authorized number of $hares of Valor common stock, to approye the
issuance of Valor common stock to Alltel stockholders pursuant to the merger and tb adopt the 2006 Equity Incentive Plan. Other
matters to be acted on at the annual meeting are the election of directors, ratlﬁcanon of Valor’s independent auditors and such other
matters as may properly come before the meeting.

Annual Meeting Record Date; Votmg Information (page {° ])

Valor stockholders are entitled to vote at the annual meeting if they owned shares of Valor common stock at the close-of business
on [« ], 2006, the annual meeting record date.

As of the annual meeting record date, approximately [ « ] shares of Valor common stock were issued and outstanding and entitled
to vote at the annual meeting and there were [ * | holders of record of Valor common stock. Each share of Valor common stock
entitles the holder to one vote at the annual meeting.

Required Vote (page [+ ])

The affirmative vote of a majority of the voting power of the outstanding shares of Valor common stock entitled to vote on the
proposals voting together as a single class is required to adopt the merger agreement, to approve the amendment to Valor’s certificate
of incorporation pursuant to the merger increasing the authorized number of shares of Valor common stock and to approve the
issuance of Valor common stock to Alltel stockholders pursuant to the merger. The adoption of the 2006 Equity Incentive Plan and the
ratification of the appointment of Valor’s independent auditors requires the affirmative vote of a majority of the votes represented and
entitled to vote on each such matter, and directors shall be elected by a plurality of the votes represented and entitled to vote on the
matter.

Voting by Valor Management (page [ ¢ ])

Certain stockholders of Valor have entered into a Voting Agreement with Alltel whereby they have agreed to vote or cause to be
voted all of the Valor shares they own in favor of the adoption of the merger agreement and the amendment to the Valor certificate of
incorporation increasing the authorized shares of Valor common stock and the issuance of Valor common stock. For more information
regarding the Voting Agreement see “The Voting Agreement” beginning herein at page [ + . In addition, Valor’s directors and
executive officers have either entered into this agreement with Alltel in their capacity as a stockholder of Valor or have otherwise
indicated they intend to vote their Valor common shares in favor of the merger proposals. These stockholders and Valor’s executive
officers and directors together hold an aggregate of approximately 42% of the aggregate number of votes entitled to be cast at the
annual meeting.

The Transactions (page [ ¢ ])

On December 8, 2005, Alltel, Spinco and Valor entered into an Agreement and Plan of Merger providing for the merger of Valor
with the wireline telecommunications business of Alltel. In connection with the merger, Alltel will contribute its wireline
telecommunications business to Spinco in exchange for, among other things, a special dividend in the aggregate approximate amount
of $2.4 billion and approximately $1.538 billion in Spinco debt securities (or exchange notes), which Alitel will exchange for
outstanding Alltel debt securities or otherwise transfer to Alltel’s creditors, thereby reducing Alltel’s outstanding indebtedness. As the
sole stockholder of Spinco, Alltel will receive 100% of the special dividend. As a result of the transactions, Alltel will receive
approximately $4.2 billion of combined cash proceeds and debt reduction

2




Table of Contents

through the special dividend, the distribution of the exchange notes and the assumption by Newco on a consolidated basis of
approximately $261 million in existing Spinco debt securities. After the contribution and immediately prior to the merger, Alltel will
effecta épin—off of Spinco to the stockholders of Alltel by distributing all of its shares of Spinco common stock to Alitel stockholders
on a pro rata basis. Spinco will then merge with and into Valor in accordance with the merger agreement. Valor will survive the
merger as a stand-alone company that will hold and conduct the combined business operations of Valor and Spinco. Immediately
following the merger, Valor will change its name to [ ], and its common stock will be quoted on the New York Stock Exchange. For
ease of reference, throughout this proxy statement/ prospectus information statement we will refer to [ » 1, the new company formed
by the merger of Valor and Spinco as “Newco.”

In the merger, it is presently estimated that Alltel stockholders will receive approximately 1.04 shares of Newco common stock for
each share of Spinco common stock they are entitled to receive on the distribution date. However, this amount is subject to change
based on the number of shares of Spinco common stock to be distributed to Alltel stockholders and as a result of compensatory equity
grants and other issuances of Valor common stock that may be made prior to the spin—off. For a more complete discussion of the
calculation of the number of shares of Valor common stock to be issued in the merger, see the section titled “The Transactions —
Calculation of Merger Consideration” on page [ « ] of this proxy statement/ prospectus—information statement. Holders of Alltel
common stock will not be required to pay for the shares of Valor common stock they receive and will also retain all of their shares of
Alitel Corporation. Existing shares of Valor common stock will remain outstanding. Upon consummation of the merger, on a diluted
basis, 85% of Newco will be held by Alltel common stockholders and 15% will be held by the stockholders of Valor.

Valor Board of Directors’ Recommendation to Valor Stockholders (page [ = ])

The Valor Board of. Directors has unanimously determined that the merger is advisable and fair to, and in the best interests of,
Valor and its stockholders and unanimously recommends that Valor stockholders vote FOR the proposals to adopt the merger
agreement, to approve the amendment to Valor’s certificate of incorporation pursuant to the merger increasing the authorized number
of shares of Valor common stock, to approve the issuance of Valor common stock to Alltel stockholders pursuant to the merger and to
adopt the 2006 Equity Incentive Plan and, if necessary, to adjourn the annual meeting to solicit additional proxies for the merger
proposals.

Valor’s Reasons for the Merger (page { ¢ ])

In recommending the merger to Valor stockholders, the Valor Board of Directors considered the company’s current and historical
financial condition and results of operations as well as its future prospects and strategic objectives. The Board of Directors examined
the potential impact of industry trends and risks facing the company and the industry as a whole on such prospects and objectives. The
Board of Directors reviewed the strategic options available to Valor, both potential transaction opportunities and remaining as a
separate public company and the risk associated with each option. The Board of Directors authorized management to explore potential
transactions and Valor’s senior management subsequently began discussions with Alltel.

In the course of their discussions, both Valor and Alltel recognized that a merger of Alltel’s wireline business with Valor could
potentially have substantial strategic and financial benefits. Upon completion of the merger, we expect that Newco stock will trade at a
modest premium over Valor’s current share price. Furthermore, Valor’s current stockholders may have an opportunity to improve
their long—term returns by holding shares of Newco which we expect will be a leading rural wireline telephone company and one of
the largest local telecommunications carriers in the United States.

Opinion of Financial Advisors (page [ * |)

In deciding to approve the merger, the Valor Board of Directors considered separate opinions delivered to it by its financial
advisors Wachovia Securities and Bear, Stearns & Co. Inc.
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Each of Wachovia Securities and Bear Stearns delivered its opinion to the Valor Board of Directors, which opinions were
subsequently confirmed in writing, that as of December 8, 2005, and based upon and subject to the factors, qualifications, judgments
and assumptions set forth therein, the aggregate consideration to be issued by Valor in the merger is fair, from a financial point of
view, to Valor and its stockholders.

The full text of the written opinions of each of Wachovia Securities and Bear Stearns, which set forth assumptions made,
procedures followed, matters considered and qualifications and limitations on the review undertaken in connection with its opinion, is
attached to'this proxy statement/ prospectus—information statement as Annexes D-1 and D~2, respectively. Each of Wachovia
Securities and Bear Stearns provided its opinion for the information and assistance of the Valor Board of Directors in connection with
their consideration of the transactions contemplated by the merger agreement and the distribution agreement. Neither opinion is a
recommendation as to how any holder of Valor common stock should vote with respect to the transactions contemplated by the merger
agreement. Valor encourages its stockholders to read these opinions in their entirety.

Alltel’s Reasons for the Spin—Off and the Merger (page [ ])

In reaching its decision to approve the spin—off and merger, the Alltel board of directors consulted with its financial and legal
advisors arid considered a wide variety of factors, including the following:

= the belief that the separation of the wireless and wireline segments will better position each to take advantage of emerging
strategic, operational and financial opportunities, thereby enhancing stockholder value;

» the expectation that Alltel will receive cash proceeds and debt reduction totaling about $4.2 billion resulting from the spin-—-off,
which will result in Alltel having net debt of about $1.2 billion and being levered at about 0.5 times net debt to operating income
before depreciation and amortization;

« the potential value created for Alltel stockholders who, in the aggregate, will hold 85% of the outstanding shares of Newco
immediately following the merger;

» the potential to create a market leader in the rural wireline telecommunications industry;

« the potential positive financial impact resulting from such a combination (including, without limitation, an expected gain of
$40 million in net annual synergies from the combination) the benefit of which would be passed on to Alltel stockholders
throughithe spin—off and merger;

« the tax—efficient structure for Alltel and Alltel’s stockholders of the proposed spin—off and immediate merger of Spinco with and
into Valor; and

= the expectation that Newco will pay an annual dividend of $1 per share of common stock, which equals approximately $1.04 per
equivalent Alltel share.

The Alitel board of directors also considered certain countervailing factors in its deliberations concerning the spin—off and merger,
including the possibility that the increased revenues and earnings expected to result for Newco from the merger would fail to
materialize and the potential impact that would have on Alltel stockholders receiving Newco common shares in the transaction.

As a result of the consideration of the foregoing and other relevant considerations, the Alltel board of directors determined that the
spin—off and merger, including the terms of the merger agreement, distribution agreement and the other agreements relating to the
merger, are fair to, and in the best interests of, Alltel and Alltel stockholders.

Interests of Certain Persons in the Merger (page[* ])

In considering the Valor Board of Directors’ determination to approve the merger agreement and to recommend that Valor
stockholders vote to adopt the merger agreement, to approve the amendment to Valor’s certificate of incorporation pursuant to the
merger increasing the authorized number of shares of Valor
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common stock, to approve the issuance of Valor common stock to Alltel stockholders pursuant to the merger and to adopt the 2006
Equity Incentive Plan, Valor stockholders should be aware of potential conflicts of interest of, and the benefits available to, certain
Valor stockholders, directors and officers. These stockholders, directors and officers may have interests in the merger that may be
different from, or in addition to, the interests of Valor stockholders as a result of, among other things:

= the appointment of Valor’s current Chairman of the Board of Directors to the board of Newco;
* the acceptance of employment or consulting agreements with Newco by certain of Valor’s executive officers;

* the acceleration of vesting of a portion of each executive officer’s cash awards, if any, and shares of restricted stock that were
scheduled to vest on January 1, 2007; '

« amendments to certain executives’ employment agreements that will i increase severance payable thereunder from 18 months of
base salary to 24 months;

* amendments to certain executives’ employment agreements that will increase bonus payments upon termination of employment

to two times annual target bonus; )

= the acceleration of vesting of restricted stock grants scheduled to vest in 2008 and beyond for those executive officers who will
not remain employed by Newco; and

« the filing of a shelf registration statement for the benefit of persons affiliated with WCAS, and Vestar Capital Partners, who
currently hold in the aggregate approximately 41% of Valor’s outstanding common stock, and the grant of certain other
registration rights to WCAS and Vestar.

In addition, under the terms of the merger agreement, Alltel and Valor agreed that all rights to indemnification as provided in
Valor’s Certificate of Incorporation or Bylaws in favor of persons who are or were directors, officers or employees of Valor will
survive for a period of six years following the merger. The parties also agreed that for a period of six years following the merger,
Newco will indemnify the current and former directors, officers or employees of Valor to the fullest extent permitted by applicabie
law. The merger agreement further requires that, for six years following the effective time of the merger and subject to certain
limitations, Newco will maintain coverage under a director and officer liability insurance policy, with respect to claims arising from
facts or events that occurred on or before the effective time of the merger, at a level at least equal to that which Alltel is maintaining
prior to the merger, except that Newco will not be required to pay an annual premium for such insurance in excess of $2,000,000.

Regulatory Approval (page [ ])

The transactions contemplated by the merger agreement will require the consent of the public service or public utilities
commissions of the following states in their capacities as regulators of competitive local exchange carriers (“CLEC”) and incumbent
local exchange carriers (“ILEC™) operations of Alltel and Valor: Florida, Georgia, Kentucky, Mississippi, Missouri, Nebraska, New
York, North Carolina, Ohio, Pennsylvania, South Carolina and Texas. The parties must also obtain state regulator approval of the
transfer to Spinco of the long distance customers and certificates of authority of Alltel, or the issuance to Spinco of new certificates of
authority, in all states except Alaska.

Valor and Spinco compieted the filing of all of the foregoing applications that were required to be filed prior to completion of the
merger for the authority and approval with respect to the ILEC operation in January 2006 and expect to complete the remaining of
such filings in March 2006. The North Carolina Utilities Commission granted its approval on February 22, 2006. The parties expect
that the remaining applicable state regulators will make a determination on these applications no later than the second quarter of 2006.

In addition, under the Communications Act of 1934, before the completion of the merger, the FCC must approve the transfer to
Valor of control of Spinco and those subsidiaries of Spinco that hold FCC licenses and
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authorizations. Valor and Spinco filed transfer of control applications with the FCC on December 21, 2005 and receivedl the FCC’s
approval of the merger on February 1, 2006.

Each party’s obligations to complete the merger are subject to receipt of the consents of the above referenced state regulators and '
FCC authorization that, if not obtained, would reasonably be expected to have a material adverse effect on Valor, Alltel or Spinco.

In addition, completion of the spin—off and the merger requires that we submit filings under the Hart-Scott—Rodino
Antitrust Improvements Act of 1976 to the Department of Justice and the Federal Trade Commission and satisfy certain waiting
period requirements. Valor and Spinco submitted the required filings under the Hart—Scott—-Rodino Act on December 21, 2005 and
early termination of the waiting period requirements was granted on January 3, 2006. '

The merger agreement provides that each of Valor, Alltel and Spinco, subject to customary limitations, will use their respective
reasonable best efforts to take promptly all actions and to assist and cooperate with'the other parties in doing all things necessary,
proper or advisable under applicable laws and regulations to consummate the merger and the transactions contemplated by the merger
agreement. Alltel, Spinco and Valor also agreed to use all reasonable efforts to resolve any objections or challenges from a regulatory
authority. {

For a more complete discussion of regulatory matters relating to the merger, see “The Transactions — Regulatory Approvals”
beginning on page [+ 1.

Merger Consideration (page [+ ]) !

The merger agreement provides that Valor will issue in the aggregate to holders of Alltel common stock a number of shares of
Valor common stock equal to (a) the number of shares of Valor common stock outstanding on a fully—diluted basis as the effective
time of the merger multiplied by (b) 5.667, we refer to the product of this formula as the “aggregate merger consideration.” Each share
of Spince common stock which Alltel stockholders will be entitled to receive in the distribution will be converted into the right to
receive a number of shares of Valor common stock equal to the aggregate merger consideration, divided by the number of Spinco
shares outstanding as the effective time of the merger. The calculation of the aggregate merger consideration as set forth in the merger
agreement will result in Alltel’s stockholders holding approximately 85% of the outstanding equity interests of Newco immediately
after the merger and the stockholders of Valor holding the remaining approximately 15% of such equity interests.

Alltel stockholders that otherwise would be entitled to a fraction of a Valor common share will be entitled to receive a cash
payment in lieu of issuance of that fractional share.
Conditions to the Completion of the Merger (page [* ])

Consummation of the merger is subject to the satisfaction of certain conditions, including, among others:

» the obtaining of the requisite approval by the stockholders of Valor;

» the receipt of required regulatory approvals, including the approval of the Federal Communications Commission (which Valor
received on February 1, 2006), the relevant state public service or public utilities commissions and the expiration of the
applicable waiting period under the Hart—Scott Rodino Antitrust Improvements Act of 1976, as amended (which Valor received
on January 3, 2006);

* the SEC declaring effective the registration statement, of which this proxy statement/ prospectus—information statement is a part;

= consummation of the contribution transaction, the distribution transaction and the debt exchange transaction, each of which are
described elsewhere in this proxy statement/ prospectus—information statement;

* consummation of the financing of Spinco;

= receipt of surplus, solvency and certain other opinions;
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o eac\:h party’s compliance in all material respects with its obligations under the merger agreement;
* that no event or circumstance shall have occurred that has or would have a “Material Adverse Effect” on Valor or Spinco; and

> receipt of certain rulings from the Internal Revenue Service and certain tax opinions.

Termination (page [ ])
The merger agreement may be terminated:

= by mutual consent of the parties,

= by any of the parties if the merger has not been completed by December 8, 2006, the so—called “termination date,”
» by any of the parties if the merger is enjoined,

* by Alltel and Spinco, on the one hand, or Valor, on the other hand, upon an incurable material breach of the merger agreement
by the other party or parties,

= by any party if the requisite approval of Valor’s stockholders is not obtained,

* by Alltel or Spinco if Valor withdraws its recommendation of the merger or fails to hold its stockholder meeting within 60 days
after effectiveness of the registration statement to which this proxy statement/ prospectus—information statement is attached, or

» by Valor to accept a superior acquisition proposal, provided that Valor gives Alltel prior notice and attempts to renegotiate the
transaction, and upon termination Valor enters into a competing transaction.

Termination Fee Payable in Certain Circamstances (page[° )

In the event that (i) Valor terminates the merger agreement to accept a superior acquisition proposal, (ii) Alltel and Spinco
terminate the merger agreement because Valor has withdrawn its recommendation of the merger, (iii) any of the parties terminates the
merger agreement because the termination date has passed or Alltel and Spinco terminate the merger agreement because Valor fails to
hold its stockholder meeting, or (iv) prior to such termination, a third party makes a company acquisition proposal, and any of the
parties terminates the merger agreement because the requisite approval of Valor’s stockholders is not obtained, and in the case of
clauses (iii) and (iv) Valor agrees to or consummates a business combination transaction within one year after termination with a third
party that, after the date of the merger agreement, made a proposal to Valor regarding an alternative transaction, then Valor must pay
Alltel a $35 million termination fee.

If any party terminates the merger agreement because the termination date has passed or Valor terminates the merger agreement
because of a material breach by Alltel or Spinco and, in either case, at the time of termination substantially all other conditions to the
merger have been satisfied but the required IRS rulings or tax opinions for the transaction have not been received, then Alltel must pay
Valor a $20 miliion termination fee and, if Spinco’s financing condition has not been satisfied at the time of termination, then Alltel
must pay Valor an increased termination fee of $35 million.

Name Change; Listing (page[° ])

Immediately following completion of the merger, the Board of Directors will merge a wholly—owned subsidiary of the surviving
company into the company and, in connection with such merger, change the name of the company from “Valor Communications
Group, Inc.” to “[ « 1.” On the same day, the company will file a restated certificate of incorporation with the Delaware Secretary of
State reflecting the name change. Shares of [ « ] will be traded on the NYSE under the new trading symbol [ = ].
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Distribl‘ition Agreement (page [* ])

The distribution agreement between Alltel and Spinco provides for, among other things, the principal corporate transactions
required to effect the proposed distribution of Spinco common stock to Alltel stockholders. The distribution agreement also contains
certain other terms governing the relationship between Alltel and Spinco with respect to or in consequence of the spin—off transaction.

Pursuant to the distribution agreement, Alltel will transfer to Spinco’s subsidiaries all of the assets relating to Alltel’s wireline
telecommunications business, including Alltel’s ILEC, CLEC and internet access operations, related marketing and sales operations,
and other operations comprising Alltel’s wireline telecommunications business, as well as all of Alltel’s directory publishing
operations, telecommunication information services operations, product distribution operations (other than any such operations
supporting Alltel’s wireless telecommunications business), network management services operations, and wireline long~distance
services operations (other than the fiber backbone supporting those operations and the revenues attributable to Alltel’s wireless
telecommunications business as a result of its use of the fiber backbone). The distribution agreement also prov:des for the transfer to
Alltel’s subsidiaries of all assets not relating to such businesses.

Following these transactions, and immediately prior to the effective time of the merger, Alltel will contribute all of the stock of the
Spinco subsidiaries to Spinco in exchange for the issuance to Alltel of Spinco common stock to be distributed to Alltel’s stockholders
pro rata in the spin—off, the special dividend (which Alltel will use to repurchase stock pursuant to a special stock buyback program
authorized by the Alltel Board of Directors in connection with the spin—off, to repay outstanding indebtedness, or both, within one
year following the spin—off) and the Spinco debt securities to be transferred to Alltel’s creditors.

Certain United States Federal Income Tax Consequences of the Spin—Off and the Merger (page[* ])

The spin—off is conditioned upon Alltel’s receipt of a private letter ruling from the Internal Revenue Service (the “IRS”) to the
effect that the spin—off will qualify as tax—free to Alltel, Spinco and the Alltel stockholders for United States federal income tax
purposes under Sections 355, 368 and related provisions of the Code. The spin—off is also conditioned upon the receipt by Alltel of an
opinion of Skadden, Arps, Slate, Meagher & Flom LLP, counsel to Alltel, to the effect that the spin—off will be tax~free to Alltel,
Spinco and the stockholders of Alltel under Section 355 and related provisions of the Code. Assuming that the spin—off qualifies as
described above:

* no gain or loss will be recognized by (and no amount will be included in the income of) Alltel common stockholders upon the
receipt by the exchange agent on their behalf of shares of Spinco common stock in the spin—off;

= the aggregate tax basis of the Alltel common stock and the Spinco common stock in the hands of each Alltel common
stockholder after the spin—off will equal the aggregate tax basis of the Alltel common stock held by the stockholder immediately
before the spin—off, allocated between the Alltel common stock and the Spinco common stock in proportion to the relative fair
market value of each on the date of the spin—off; and

» the holding period of the Spinco common stock received by an Alitel common stockholder will include the holding period at the
time of the spin—off of the Alltel common stock on which the distribution is made.

It is a condition to the obligations of Alltel, Spinco and Valor to consummate the merger that Alltel and Spinco receive the opinion
of Skadden, Arps, Slate, Meagher & Flom LLP, and that Valor receives the opinion of Kirkland & Ellis L.LP, both to the effect that
the merger will be treated as a tax—free reorganization within the meaning of Section 368(a) of the Code. Assuming that the merger is
treated as a tax—free reorganization, as set forth in the tax opinions:

* Alitel common stockholders will not recognize gain or loss on the exchange of their Spinco common stock (received by the
exchange agent on their behalf in the spin—off) for shares of Valor common
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stock in the merger, except to the extent of any cash received in lieu of a fractional share of Valor common stock; |

« an Alltel stockholder’s tax basis in the Valor common stock received in the merger (including any fractional share interest
deemed to be received and exchanged for cash) will equal the stockholder’s tax basis in the Spinco common stock surrendered in,
exchange therefor;

o an Alltel stockholder’s holding périod for the Valor common stock received pursuant to the merger will include the holding
period for the shares of Spinco common stock surrendered in exchange therefor;

= neither Spinco nor Valor will recognize any gain or loss in the merger; and ,
. " . . ]
« Valor stockholders will not recognize any gain or loss in the merger.

Please see “Certain United States Federal Income Tax Consequences of the Spin—Off and the Merger” on page [ » ] for more
information.

The Voting Agreement (page [ ]) {

In connection with the execution of the distribution agreement and the merger agteement, Spinco entered in a voting agreement
with persons affiliated with Welsh, Carson, Anderson & Stowe and Vestar Capital Partners who collectively owned approximately
41% of Valor’s outstanding common shares as of December 8, 2005. Pursuant to the voting agreement, these stockholders have agreed
to vote all of their shares of Valor common stock (i) in favor of the gpproval of the merger and the approval and adoption of the
merger agreement and (ii) except with the written consent of Spinco, against certain alternative proposals that may be submitted to a.
vote of the stockholders of Valor regarding an acquisition of Valor. In the event that the merger agreement terminates for any reason,
the voting agreement will automatically terminate.

Financing of Neweco (page [° ])

On December 8, 2005, Alltel and J.P. Morgan Securities Inc., JPMorgan Chase Bank, N.A., Merrill Lynch, Pierce, Fenner &
Smith Incorporated and Merrill Lynch Capital Corporation entered into a commitment letter and a related engagement and fee letter
(which we collectively refer to as the “financing letters™) with respect to the financing of Newco following the spin—off and the
merger. The commitment letter is subject to customary conditions to consummation, including the absence of any event or
circumstance that, individually or in the aggregate, is materially adverse to the business, assets, properties, liabilities or condition
(financial or otherwise), of Spinco and its subsidiaries or Valor and its subsidiaries since September 30, 2005. Alltel has agreed to pay
JPMorgan and Merrill Lynch certain fees in connection with the commitment letter and has agreed to indemnify JPMorgan and
Merrill Lynch against certain liabilities.

i

These financing letters provide for a commitment of an aggregate amount of up to $4.2 billion in financing, consisting of a senior
secured five—year revolving credit facility in the principal amount of $500.0 million and senior secured term loan facilities in an
aggregate amount of up to $3.7 billion. A portion of the financing of Newco may also be financed with the proceeds from a Rule 144A
offering or public offering of up to $800.0 million of senior unsecured notes, in which case the term loan facilities, or a portion
thereof, will be reduced dollar for dollar.

The proceeds of the term loan facilities will be used (i) to finance the approximately $2.4 billion special dividend payment to
Alitel, which Alltel will use to repurchase stock pursuant to a special stock buyback program authorized by the Alltel Board of
Directors in connection with the spin—off, to repay outstanding indebtedness, or both, within one year following the spin—off, (ii) to
refinance Valor’s existing bank facility in the amount of approximately $781.0 million and approximately $81.0 million of Alltel’s
outstanding bonds (plus an additional approximately $9.5 million in related make—whole premiums), and (iii) to purchase any of
Valor’s outstanding bonds that are tendered pursuant to the terms thereof as a result of the merger. The $3.3 billion of the $3.7 billion
term loan facilities will be available in a single draw down on the date of closing to consummate the spin—off and merger transactions.

The revolving credit facility may be used by Newco for general corporate purposes, and a portion will be available for letters of credit.
The actual amount initially
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drawn under the revolving credit facility on the date of closing is not expected to exceed $90.0 million. The term loan facilities and the
revolvinyg credit facility are referred to herein as the “Senior Secured Credit Facilities.”

Newco’s direct and indirect domestic subsidiaries will serve as guarantors of the Senior Secured Credit Facilities and hedge
agreements entered into in connection therewith. The Senior Secured Credit Facilities, guaranties thereof and hedge agreements
entered into in connection therewith will be secured by substantially all of the property and assets of Newco and its subsidiaries.

It is expected that following completion of the merger Newco will have approximately $5.5 billion in total debt. For a discussion
of the debt'to be assumed or incurred by Newco in the merger see the section titled “The Transactions” in this proxy statement/
prospectus—information statement beginning on page [ * 1.

Management of Newco following the Merger (page [* ])

The merger agreement provides that, as of the completion of the merger, the Board of Directors of Newco will consist of nine
individuals: Francis X. Frantz, who most recently served as the Executive Vice President — External Affairs, General Counsel and
Secretary of Alltel, Jeffery R. Gardner, who most recently served as Executive Vice President — Chief Financial Officer of Alltel, six
other persons to be named by Alltel and one person to be named by Valor. Additionally, the merger agreement provides that, as of the
completion of the merger, Mr. Frantz will serve as Chairman of the Board. Valor has designated Anthony J. de Nicola as its board
member and Alltel has selected Dennis E. Foster as on¢ of its designees to the Newco board. Alltel will select its remaining designees
to the Newco board prior to mailing of this proxy statement/ prospectus—information statement to Valor’s stockholders.

The merger agreement also provides that, as of completion of the merger, Mr. Frantz will serve as Chairman of Newco,
Mr. Gardner will serve as the President and Chief Executive Officer and Brent K. Whittington, who most recently served as senior
vice president of operations support for Alltel, will serve as Executive Vice President and Chief Financial Officer. The other initial
officers of Newco will consist of individuals selected by Alltel. Alitel has already named John P. Fletcher as Executive Vice President
and General Counsel, Michael D. Rhoda, who most recently served as vice president — wireline regulatory & wholesale services for
Alitel, as Senior Vice President — Governmental Affairs, Robert G. Clancy, Jr., who most recently served as vice president of
investor relations for Alltel, as Senior Vice President and Treasurer and Susan Bradley, who most recently served as vice president of
human resources for Alitel, as Senior Vice President — Human Resources.

Comparison of the Rights of Stockholders Before and After the Spin—Off and Merger (page [ ])

Upon comhpletion of the spin—off and merger, the certificate of incorporation and bylaws of Newco will be in the forms attached as
Annex E and F, respectively, to this document and incorporated by reference herein. Although there are substantial similarities
between the certificate of incorporation and bylaws of Valor prior to the spin—off and merger and the certificate of incorporation and
bylaws of Newco after the spin—off and merger, some differences do exist. A summary of the material differences between the rights
of Valor stockholders before and after the spin—off and merger is set forth under the heading “Comparison of the Rights of
Stockholders Before and After the Spin—off and Merger.”
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SELECTED HISTORICAL FINANCIAL DATA OF SPINCO

Spinco is a newly formed holding company organized for the sole purpose of holding the wireline telecommunications business of!
Alltel. This proxy statement/ prospectus—information statement describes Spinco as if it held the subsidiaries that will be transferred to
it prior to closing of the spin—off and the merger for all periods and dates presented. The following selected historical financial
information of Spinco for each of the fiscal years ended December 31, 2005, 2004, 2003 and 2002 has been derived from the financial
statements of Alltel, principally representing Alitel’s historical wireline and communications support segments, which were audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm. The financial data as of December 31, 2001 and for
the year then ended, has been derived from Alitel’s unaudited financial statements which include, in management’s opinion, all’
adjustments, consisting only of normal recurring adjustments, necessary to present fairly the results of operations and financial
position of Spinco for the periods and dates presented. This information is only a summary and should be read in conjunction with
management’s discussion and analysis of results of operations and financial condition of Spinco and the financial statements and notes
thereto of Spinco included in this proxy statement/ prospectus—information statement beginning on page F-1.

Year Ended December 31,
2005 2004 2003 2002 2001

(Unaudited)

. (Dollars in millions, except per share data)

Revenues and sales’ '$ 29335 8§ 30033 § 28357 - $ . 26078.
Operating expenses 1 ,74516 1,8278 1,740.1 o 1 ,373.6
Depreciation expenst 5085 5194 69.8 4251
Restructuring and other

charges 35.7 118
© Total costsand expenses © .~ 2.289. L igags9
Operatmg income
Other income (expense), e
Intercompany interest income
(expense), net
Interest expense ¢
Gain (loss) on dlsposal of
assets and other
Income before income taxes
Income taxes

 effect of accounting chang:
Cumulatlve effect of
accountmg change, net of tax
Netincome = =
Balance sheet da :
Total assets
Total equity
Tota] long*term debt :
(including current matun es) §

Cash flows provided by

(used in): . - o o
Operating activities - Lof 9530 L g 0622 8 13500 8 B2 N
Investing activities ' $ (352.7) $ (329.7) $ (356.9) $  (2,1643) i NA
Financing activities™ v 0§00 0(6024) -8 - (627.1) 8 (7842) S 340 s o NIA
Statistical Data (at

year—end): o o - | | N
Wirclineaccesslimes .~ .~ 2,885673 '© = 3,009,388 3095635 3167275 . - 2612325
Long—distance customers 1,750,762 1,770,852 1,680,181 1,542,210 1,265,710
Broadband (DSL) customiers - i 17 397,696, . 243325 % 70153,028 0 . 70,182 . . . 26816
Capital expenditures b 352.9 b 3333 $ 383.2 3 405.0 N/A
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A. During 2005, Spinco incurred $4.4 million of severance and employee benefit costs related to a workforce reduction in its wireline,
operations. Spinco also incurred $31.3 million of incremental costs, principally consisting of investment banker, audit and legal
fees, related to the pending spin off of its wireline business to Alltel stockholders. These transactions decreased net income
$34.1 million. During 2005, Spinco prospectively reduced depreciation rates for its ILEC operations in Florida, Georgia, North
Carolina and South Carolina to reflect the results of studies of depreciable lives completed by Spinco in the second quarter of
2005. The depreciable lives were lengthened to reflect the estimated remaining useful lives of the wireline plant based on Spinco’s
expected future network utilization and capital expenditure levels required to pr?vide service to its customers. The effects of this
change during the year ended December 31, 2005 resulted in a decrease in depreciation expense of $21.8 million and increase in
net income of $12.8 million. Effective December 31, 2005, Spinco adopted Financial Accounting Standards Board Interpretation
No. 47, “Accounting for Conditional Asset Retirement Obligations.” The cumulative effect of this accounting change resulted in a
one—time non—cash charge of $7.4 million, net of income tax benefit of $4.6 million.

B. During 2004, Spinco reorganized its operations and support teams and also annoPnced its plans to exit its Competitive Local
Exchange Carrier operations in the Jacksonville, Florida market due to the continued unprofitability of these operations. In
connection with these activities, Spinco recorded a restructuring charge of $13.6 million consisting of $11.6 million in severance
and employee benefit costs related to a planned workforce reduction, $1.3 million of employee relocation expenses and
$0.7 million of other exit costs. During 2004, Spinco also recorded a $1.8 million reduction in the liabilities associated with
various restructuring activities initiated prior to 2003, consisting/of lease and contract termination costs. The reduction primarily
reflected differences between estimated and actual costs paid in completing the previous planned lease and contract terminations.
These transactions decreased net income $7.3 million. Effective April 1, 2004, Spinco prospectively reduced depreciation rates for
its ILEC operations in Nebraska, reflecting the results of a triennial study of depreciable lives completed by Spinco in the second
quarter of 2004, as required by the Nebraska Public Service Commission. The effects of this change during the year ended
December 31, 2004 resulted in a decrease in depreciation expense of $19.1 million and increase in net income of $11.4 million.

C. During 2003, Spinco recorded a restructuring charge of $7.0 million consisting of severance and employee benefit costs related to
a planned workforce reduction, primarily resulting from the closing of certain call center locations. Spinco also recorded a
$0.4 million reduction in the liabilities associated with various restructuring activities initiated prior to 2003, consisting of lease
termination costs. The reduction primarily reflected differences between estimated and actual costs paid in completing previously
planned lease terminations. During 2003, Spinco also wrote off certain capitalized software development costs of $5.6 million that
had no alternative future use or functionality. These transactions decreased net income by $7.4 million. In 2003, Spinco sold
certain assets and related liabilities, including selected customer contracts and capitalized software development costs, associated
with Spinco’s telecommunications information services operations to Convergys Information Management Group, Inc. In
connection with this sale, Spinco recorded a pretax gain of $31.0 million. In addition, Spinco retired, prior to stated maturity dates,
$249.1 million of long~term debt, representing all of the long—term debt outstanding under the Rural Utilities Services, Rural
Telephone Bank and Federal Financing Bank programs during 2003. In connection with the early retirement of the debt, Spinco
incurred pretax termination fees of $7.1 miilion. These transactions increased net income by $10.7 million. Effective January 1,
2003, Spinco adopted Statement of Financial Accounting Standards No. 143, “Accounting for Asset Retirement Obligations.” The
cumulative effect of this accounting change resulted in a one—time non—cash credit of $15.6 million and net of income tax expense
of $10.3 million.

D. During 2002, Spinco announced its plans to exit its CLEC operations in seven states representing less than 20% of its CLEC
access lines. Spinco also consolidated its call center and product distribution operations. In connection with these activities,
Spinco recorded restructuring charges totaling $10.9 million consisting of $8.2 million in severance and employee benefit costs
related to planned workforce reductions and

Notes to Selected Financial Information:
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$2.7 million of costs associated with terminating certain CLEC transport agreements and lease termination fees incurred with the
closing of certain call center and product distribution locations. In exiting the CLEC operations, Spinco also incurred $2.2 million
of costs to disconnect and remove switching and other transmission equipment from central office facilities and expenses to notify
and migrate customers to other service providers. Spinco also wrote off certain capitalized software development costs totaling
$4.1 million that had no alternative future use or functionality. In connection with the purchase of local telephone properties in
Kentucky, Spinco incurred $17.0 million of computer system conversion costs and $3.7 million of branding and signage costs.
These transactions decreased net income $23.2 million.

E. During 2001, Spinco recorded pretax charges of $18.7 million incurred in connection with the restructuring of its wireline and
product distribution operations. During 2001, Spinco prepaid $73.5 million of long~term debt prior to its stated maturity date and
incurred pretax termination fees of $2.9 million in connection with the early retirement of that debt. These charges decreased net
income by $12.9 million. Effective January 1, 2001, Spinco changed its method of accounting for a subsidiary’s pension plan to
conform to Alitel’s primary pension plan. The cumulative effect of this accounting change resulted in a non—cash credit of
$16.9 million, net of income tax expense of $11.2 million.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF VALOR

Valor is a holding company and has no direct operations. Valor was formed for the sole purpose of reorganizing the company’s
corporate structure and consummating its initial public offering in 2005. Valor’s principal assets are the direct and indirect equity
interests of its subsidiaries. As a result, separate historical financial results for Valor for the periods prior to its formation have not
been presented. Only the historical consolidated financial results of Valor Telecommunications, LLC have been presented for those
periods.

The selected financial data presented below at December 31, 2005 and 2004 and for each of the three years in the period ended
December 31, 2005 was derived from Valor’s audited consolidated financial statements included in Valor’s Annual Report on
Form 10-K for the year ended December 31, 2005. The selected financial data presented below for the years ended December 31,
2002 and 2001 and at December 31, 2003, 2002 and 2001 was derived from Valor’s audited consolidated financial statements for
those periods. The information in the following table should be read together with Valor’s audited consolidated financial statements
for the years ended December 31, 2005, 2004 and 2003 and the related notes and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” all included in Valor’s Annual Report on Form 10-K for the year ended
December 31, 2005,

Year Ended December 31,
2005 2004 2003 2002(1) 2001
(Dollnrs in mllhons, except per owner’s unit/per share data)

Statement of Operationsdata: . =~ . 1
Operating revenues 505.9
Operating expenses 173389
Operating income 167 0
Income (loss) from continuirig operations 353
Per owners unit/ per common share data:
Basic and diluted income (loss) from o
- continuing'operations; - . .
Class A and B common mterests S
Class Cinterests G
Common Share — basxc(3)
- Common Share — d11uted(3)
Basxc and diluted net (loss) i mcome
_ Class A and B common interests
~ Class C interests
~ Common Share — basic(3)
~ Common Share -— diluted(3)
Cash dividends declared per common share:
Cash flow data from continuing
operations:

s |   479 9

507 3

orsy

Net cashprOiiidéd'by opéré'tin'g"é‘(:ﬁ\iitiiesff* % 191 $ 1437 0§ 1661 o .§ . 150. - $ 1003
Net cash used in investing activities 5 5 »(‘34.‘9) % (66 3) B (106 6) »
Net cash (used in) provxdedby ﬁnaucmg . Sl G e

“activities Other data; =~ % $ **(93 2)3 i (99 5)’* , . -8;1; -
Acquisitions 5 — 3 s — 5 o
Depreciation and amortization(2) % ...899 $ 86 5 o8 8}1.6._7 e 21108
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Year Ended December 31, I
2005 2004 2003 2002(1) ' 2001
) (Dol!ars in millions, except per owpelj_’s nit/pgr sl_lg datg) . ’

Balance Sheetdata: =~

Notes payable » , )
Redeemable preferred interests”
Redeemable preferred interests of

subsidiary _ ‘ 15.8
Statistical Data (at year—end): L e L
Wireline access lines 518,456 540,337 ‘ 571,308 551,599
Long—distance customers: 12320310 0 0216437 -'188, 526" Gl 130622 0 622340
Broadband (DSL) customers - 22,884 8719 3,510 511
Capital expenditures 655 1699 8. 895§ 107

(1) Valor acquired all of the outstanding common stock, preferred stock and common stock equivalents of Kerrville

Communications Corporation on January 31, 2002 and such askets, liabilities and resuits of operatxons have been included from
that date.

(2) Inaccordance with Statement of Financial Accounting Standard No. 142, “Goodwill and Other Intangible Assets,” effective
January 1, 2002, Valor discontinued the amortization of goodwill. Amortization expense associated with goodwill was
$53.9 million for the year ended December 31, 2001.

(3) Represents the period following February 9, 2005, the closing date of our initial public offering.
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SELECTED UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL DATA -

The summary below sets forth selected unaudited historical pro forma financial data for Valor after giving effect to the merger for
the period indicated. The following table should be read together with the consolidated financial statements and accompanying notes
of Spinco included in this proxy statement/ prospectus—information statement and of Valor included in the documents described under
“Where You Can Find Additional Information” and the unaudited pro forma condensed combined financial statements and
accompanying discussion and notes set forth under the heading “Unaudited Pro Forma Combined Condensed Financial Information”
included herein. The pro forma amounts in the table below are presented for, illustrative purposes only and do not indicate what the
financial position or the results of operations of Valor would have been had the merger occurred as of the date or for the period
presented. The pro forma amounts also do not indicate what the financial position or future results of operations of Valor will be. No
adjustment has been included in the pro forma amounts for any anticipated cost savings or other synergies. See “Unaudited Pro Forma
Combined Condensed Financial Information” on page [ * ].

i

For the Year Ended
or as of
December 31. 2005

(Dollars in millions,
except per share data)

3,413.50
1593 30},

Revenue and sales

Depreciation and Amomzatlon

Operanng income o G
iy

Basic éammgs per share from cnntmumg operatlons “
Diluted eamings per share from continuing operations -
Welghted ave age on shares outstanding:

Diluted ‘
Dividends per.common shz
Total assets
Total stockholders’ equity F ‘

Total long-term debt (mcludmg current maturmes and short—term debt)
Book value per common share Bl e
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' COMPARATIVE HISTORICAL AND PRO FORMA PER SHARE DATA

The summary below sets forth certain unaudited historical per share information for Valor and unaudited pro forma information of
Valor as if Spinco and Valor had been combined for the period shown (“pro forma combined”). The unaudited pro forma combined
per share data presented below for the year ended December 31, 2005 combines certain per share financial data of Spinco and Valor.
The following table should be read together with the consolidated financial statements and accompanying notes of Spinco included
elsewhere in this proxy statement/ prospectus—information statement and of Valor included in the documents described under “Where
You Can Find Additional Information.” The pro forma amounts in the table below are presented for illustrative purposes only and do
not indicate what the financial position or the results of operations of Valor would have been had the merger occurred as of the date or
for the period presented. The pro forma amounts also do not indicate what the financial position or future results of operations of
Valor will be. No adjustment has been included in the pro forma amounts for any anticipated cost savings or other synergies as a result
of the merger of for any potential inefficiencies or loss of synergies that may result from Spinco’s separation from Alltel. Because
Valor stockholders will own one share of Newco for each share of Valor they owned prior to the merger, the Valor unaudited pro
forma equivalent data will be the same as the corresponding unaudited pro forma combined data.

For the Year Ended
or as of

Valor Historical L (L
Basic earnings per common share from continuing operations
Basic earnings per owner’s unit, Class A and B common interests
Basic earnings per owner’s unit, Class C common interests
Diluted earnings per common share from continuing operations
Diluted earnings per owner’s unit, Class A and B common int
Diluted earnings per owner’s unit, Class C common interests
Book value per share

Cashdividends per.share =~ =0

Newco Pro Forma Combined
Basic earnings per common share from continuing operations
Diluted earnings per common share from continuing operations
Book value per share .
Cash dividends per share
Valor Pro Forma Equivalent
Basic earnings per common share from continuing operations
Diluted earnings per common share from continuing operation
Book value per share
Cash dividends per share. .
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VALOR COMMUNICATIONS GROUP, INC. .
MARKET PRICE AND DIVIDEND INFORMATION '

Valor common stock currently trades on the New York Stock Exchange (“N'YSE”) under the symbol “VCG.” On December 8,
2005, the last trading day before the announcement of the signing of the merger agreement, the last sale price of Valor common stock
reported by the NYSE was $12.24. On [ » ], 2006, the last practicable trading day prior to the date of this proxy statement/
prospectus—information statement, the last sale price of Valor common stock reported by the NYSE was [ * ]. Valor completed its
initial public offering on February 9, 2005 and registered 29,375,000 shares of common stock which began trading on the NYSE
under the symbol “VCG.” Prior to February 9, 2005, Valor’s common stock was not publicly traded. The following table sets forth the
high and low closing sales prices of Valor common stock for the periods indicated. The quotations are as reported in published
financial sources. For current price information, Valor stockholders are urged to consult publicly available sources.

Valor Communications

Group, Inc.
| Common Stock

Calendar Year Ended Dec. 31,2005 = =
First Quarter(1)
Second Quarter.
Thl!‘d Quarter

Calendar Year Ended Dec. 31 2006 R
First Quarter (through February 24 2006y

(1) Represents the high and low closing prices for Valor common stock for the period of February 9, 2005 through March 31, 2005.

Market price data for Spinco has not been presented as Spinco common shares do not trade separately from Alltel Corporation
common shares. Valor’s dividend policy is to pay quarterly dividends at a rate of $1.44 per share, per annum, to the extent such
dividends are permitted by applicable law and by the terms of Valor’s credit facility. For information on Newco’s dividend policy
following the merger, see “The Transactions — Dividend Policy of Newco.”
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THE MERGER

Introduction

Stockholders of Valor Communications Group, Inc. are being asked to adopt the Agreement and Plan of Merger, dated as of
December 8, 2005, by and among Alltel Corporation, Alltel Holding Corp. and Valor. Under the merger agreement, Alltel Hoiding
Corp. (which we refer to as “Spinco”) will merge with and into Valor, and Valor will survive as a stand—alone company and will hold
and conduct the combined business operations of Valor and Spinco. Following completion of the merger, the separate existence of
Spinco will cease. The merger will take place immediately after Alltel contributes the assets making up its wireline
telecommunications business to Spinco and distributes the common stock of Spinco to its stockholders. Immediately following the
merger, Valor will change its name to “[ * ]”, and its common stock will be quoted on the NYSE and will be traded under the ticker
symbol [  ]. For ease of reference, throughout this proxy statement/ prospectus—information statement we will refer to [ = ], the new
company formed by the merger of Valor and Spinco as “Newco.” When the merger is completed, Alltel stockholders will together
own approximately 85%, and Valor’s stockholders will own approximately 15%, of the shares of common stock of Newco on a
diluted basis.

In the merger, each share of Spinco common stock will be converted into the right to receive shares of Valor common stock.
Existing shares of Valor common stock will remain outstanding. Valor expects to issue up to approximately 403 million shares of
common stock to Alltel stockholders pursuant to the merger. However, this amount is subject to change as a result of compensatory
equity grants and other issuances of Valor common stock. Before Valor may issue these shares, the Valor certificate of incorporation
must be amended to increase the authorized shares of Valor common stock from 200,000,000 to 2,000,000,000. Accordingly, Valor
stockholders are also being asked to approve an amendment to Valor’s certificate of incorporation pursuant to the merger increasing
the authorized number of shares of Valor common stock and to approve the issuance of Valor common stock to Alltel stockholders
pursuant to the merger.

For a more complete discussion of the merger and the transactions to be consummated in connection therewith, see the section
titled “The Transactions” on page [ = ] of this proxy statement/ prospectus—information statement.

The Companies

Valor Communications Group, Inc.

Valor is one of the largest providers of telecommunications services in rural communities in the southwestern United States and
the seventh largest independent telephone company in the country. As of December 31, 2005, Valor operated 518,456 telephone
access lines in primarily rural areas of Texas, Oklahoma, New Mexico and Arkansas. Valor believes that in many of its markets it is
the only service provider that offers customers an integrated package of local and long distance voice, high—speed data and Internet
access as well as a variety of enhanced services such as voicemail and caller identification. Valor generated revenues of
$505.9 million and net income of $35.3 million in the year ended December 31, 2005.

Valor was formed in connection with the acquisition in 2000 of select telephone assets from GTE Southwest Corporation, which is
now part of Verizon. Valor’s formation was orchestrated by its equity sponsors WCAS, Vestar Capital Partners, Citicorp Venture
Capital and a group of founding individuals. Valor completed its initial public offering of shares of common stock on February 9,
2005, and its shares began trading on the N'Y'SE under the symbol “VCG.”

Alltel Holding Corp.

Alitel Holding Corp. (also referred to herein as “Spinco”) is currently a wholly-owned subsidiary of Alltel Corporation and was
incorporated in its current form as a Delaware corporation on November 21, 2005 for the purpose of holding Alltel Corporation’s
wireline business to be transferred to it in connection with the spin—off. Alltel Corporation’s wireline business is currently operated by
certain of its subsidiaries, each of
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which will be transferred to Spinco prior to the closing of the spin—off and the merger. These subsidiaries provide wireline local,
long—diétance, network access and Internet services. These subsidiaries also sell and warehouse telecommunications products and
publish telephone directories for affiliates and other independent telephone companies. This proxy statement/ prospectus—information
statement describes Spinco as if it held the subsidiaries that will be transferred to it prior to closing of the spin—off and the merger for
all historical periods presented.

Spinco operates its communications businesses as a single operation capable of delivering to custorners one—stop shopping for a
full range of communications products and services. As of December 31, 2005, including customers of its wireline and long—distance
services, Spinco served approximately 2.9 million communications customers in rural areas in 15 states.

Spinco is organized based on the products and services that it offers. Under this organizational structure, Spinco’s operations
consist of its wireline and communications support services segments. Spinco’s wireline segment consists of Spinco’s incumbent local
exchange carrier (“ILEC”), competitive local exchange carrier (“CLEC”) and Internet access operations. Communications support
services consist of Spinco’s long—distance and network management services, communications products, directory publishing
operations and the telecommunications information services operations. As of December 31, 2005, Spinco’s ' wireline subsidiaries
provide local telephone service to approximately 2.9 million customers primarily located in rural areas in 15 states. The wireline
subsidiaries also offer facilities for private line, data transmission and other communications services. Wireline revenues, which
consist of local service, network access and long—distance and miscellaneous revenues, comprised 81.1 percent of Spinco’s total
operating revenues from business segments in 2005. Communications support services consist of Spinco’s long—-distance and network
management services, product distribution, directory publishing and telecommunications information services operations. Spinco
provides long—distance, service in all of the states in which Spinco provides local exchange service. In addition, Spinco offers
long~distance service outside its ILEC service areas. As of December 31, 2005, Spinco provided long—distance service to
approximately 1.75 million customers. Network management services are currently marketed to business customers in select areas.
These services are ancillary service offerings and are not significant components of Spinco’s communications operations. Revenues
and sales from Spinco’s other operations comprised 22.6 percent of Spinco’s total operating revenues from business segments in 2005.
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RISK FACTORS |

You should carefully consider the following risk factors, together with the other information contained in this proxy statement/
prospectus—information statement and the annexes hereto and documents incorporated by reference herein. Any of these risks could
materially and adversely affect the price of Newco’s common stock following completion of the merger.

Risks Relating to the Spin—Off and the Merger
The calculation of the merger consideration will not be adjusted in the event the value of the business or assets of Spinco decline
before the merger is completed. As a result, at the time you vote on the merger you will not know what the value of Newco common
stock will be following completion of the merger.

The calculation of the number of shares of Valor common stock to be issued pursuant to the merger will not be adjusted in the
event the value of the Alltel wireline telecommunications business that is being conttibuted to Spinco declines. If the value of this
business declines after Valor stockholders approve the merger proposals, the market price of the common stock of the combined
company following completion of the merger will be less than Valor stockholders anticipated when they voted to approve the merger
proposals. While Valor will not be required to consummate the merger upon the occurrence of any event or circumstances that has, or
could reasonably be expected to have, a material adverse effect on Spinco, neither Alltel nor Valor will be permitted to terminate the
merger agreement or resolicit the vote of Valor stockholders because of any changes in the value of the Spinco business or the market
prices of their respective common stocks that do not rise to the level of a material adverse effect on Spinco (as defined in the merger
agreement).

Spinco and Valor may not realize the anticipated benefits from the merger.

The success of the merger will depend, in part, on the ability of Spinco and Valor to realize the anticipated synergies, cost savings
and growth opportunities from integrating the businesses of Valor with those of Spinco. The companies’ success in realizing these
synergies, cost savings and growth opportunities, and the timing of this realization, depends on the successful integration of Spinco’s
and Valor’s business and operations. Even if the companies are able to integrate their business operations successfully, there can be no
assurance that this integration will result in the realization of the full benefits of synergies, cost savings and growth opportunities that
Spinco and Valor currently expect from this integration or that these benefits will be achieved within the anticipated time frame. For
example, the elimination of duplicative costs may not be possible or may take longer than anticipated, the benefits from the merger
may be offset by costs incurred in integrating the companies and regulatory authorities may impose adverse conditions on the
combined business in connection with granting approval for the merger.

The integration of Spinco and Valor following the merger may present significant challenges.

There is a significant degree of difficulty and management distraction inherent in the process of integrating the Spinco and Valor
businesses. These difficulties include:

= the necessity of coordinating geographically separate organizations;
= the challenge of integrating the business cultures of each company, which may prove to be incompatible; and
= the need to retain key officers and personnel of Spinco and Valor.

The process of integrating operations could cause an interruption of, or loss of momentum in, the activities of one or more of
Spinco and Valor’s businesses. Following completion of the merger, Newco’s new senior management team, which will be put into
place by virtue of the merger, may be required to devote considerable amounts of time to this integration process, which will decrease
the time they will have to manage the business of Newco, service existing customers, attract new customers and develop new products
or
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strategies. If Newco’s senior management is not able to effectively manage the integration process, or if any significant Lusiness
activities are interrupted as a result of the integration process, Newco’s business could suffer.

Spinco and Valor cannot assure you that they will successfully or cost—effectively integrate the Valor businesses and the existing '
businesses of Spinco. The failure to do so could have a material adverse effect on Newco’s business, financial condition and results of
operations following completion of the merger.

After the close of the transaction, sales of Newco common stock may negatively affect its market price.

The market price of Newco common stock could decline as a result of sales of a large number of shares of Newco common stock
in the market after the completion of the merger or the perception that these sales could occur. These sales, or the possibility that these
sales may occur, also might make it more difficult for Newco to obtain additional capital by selling equity securities in the future at a
time and at a price that Newco deems appropriate. \

Immediately after the merger, Alltel stockholders will hold, in the aggregate, approximately 85% of Newco common stock on a
fully diluted basis. Currently, Alltel stock is included in index funds tied to the Standard & Poor’s 500 Index or other stock indices and
institutional investors subject to various investing guidelines. Because Newco will not be included in these indices at the time of the
merger or may not meet the investing guidelines of some of these institutional investors, these index funds and institutional investors
may be required to sell Newco common stock that they receive in the spin—off. These sales may negatively affect Newco’s common
stock price.

Regulatory agencies may delay or impose conditions on approval of the spin—off and the merger, which may diminish the
anticipated benefits of the merger.

Completion of the spin—off and merger is conditioned upon the receipt of required government consents, approvals, orders and
authorizations. While Valor and Spinco intend to pursue vigorously all required governmental approvals and do not know of any
reason why they would not be able to obtain the necessary approvals in a timely manner, the requirement to receive these approvals
before the spin—off and merger could delay the completion of the spin—-off and merger, possibly for a significant period of time after
Valor stockholders have approved the merger proposals at the annual meeting. In addition, these governmental agencies may attempt
to condition their approval of the merger on the imposition of conditions that could have an adverse effect on Newco’s operating
results or the value of Newco’s common stock after the spin—off and merger are completed. Any delay in the completion of the
spin—off and merger could diminish anticipated benefits of the spin—off and merger or result in additional transaction costs, loss of
revenue or other effects associated with uncertainty about the transaction. Any uncertainty over the ability of the companies to
complete the spin—off and merger could make it more difficult for Spinco and Valor to retain key employees or to pursue business
strategies. In addition, until the spin—off and merger are completed, the attention of Spinco and Valor management may be diverted
from ongoing business concerns and regular business responsibilities to the extent management is focused on matters relating to the
transaction, such as obtaining regulatory approvals.

Some of the directors, officers and stockholders of Valor have interests that may be different from, or in addition to, the interests
of Valor stockholders.

In considering the Valor Board of Directors’ determination to approve the merger agreement and to recommend that Valor
stockholders vote to adopt the merger agreement and to take the other recommended actions, Valor stockhoiders should be aware of
potential conflicts of interest of, and the benefits available to, certain Valor stockholders, directors and officers. These stockholders,
directors and officers may have interests
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in the merger that may be different from, or in addition to, the interests of Valor stockholders as a result of, among other things:
\

» arrangements regarding the appointment of directors and officers of Valor;

* restrictions upon certain restricted shares under Valor stock plans issued prior to the date of the merger agreement, including
those held by executive officers and directors, will lapse; and

* modifications to employment and severance arrangements maintained for Valor executive officers that may result in increased
benefits to such officers.

You should read “The Transactions — Interests of Certain Persons in the Merger” on page [ * ] for a more complete description of
the interests and benefits listed above.

The merger agreement contains provisions that may discourage other companies from trying to acquire Valor.

The merger agreement contains provisions that may discourage a third party from submitting a business combination proposal to
Valor that might result in greater value to Valor stockholders than the merger. The merger agreement generally prohibits Valor from
soliciting any acquisition proposal. In addition, if the merger agreement is terminated by Valor or Alltel in circumstances that obligate
Valor to pay a termination fee and to reimburse transaction expenses to Alltel, Valor’s financial condition may be adversely affected

as a result of the payment of the termination fee and transaction expenses, which might deter third parties from proposing alternative
business combination proposals.

If the spin—off does not constitute a tax—free spin—off under section 355 of the Code or the merger does not constitute a
tax—free reorganization under section 368(a) of the Code, either as a result of actions taken in connection with the spin—off or the
merger or as a result of subsequent acquisitions of stock of Alltel or stock of Newco, then Alltel, Newco and/or Alltel stockholders
may be responsible for payment of United States federal income taxes.

The spin—off and merger are conditioned upon Alltel’s receipt of a private letter ruling from the IRS to the effect that the spin—off,
including (i) the contribution of the wireline business to Spinco, (ii) the receipt by Alltel of Spinco debt securities and the special
dividend and (iii) the exchange by Alitel of Spinco debt securities for Alltel debt, will qualify as tax—free to Alltel, Spinco and the
Alltel stockhglders for United States federal income tax purposes under Sections 355 and 368 and related provisions of the Code.
Although a private letter ruling from the IRS generally is binding on the IRS, if the factual representations or assumptions made in the
letter ruling request are untrue or incomplete in any material respect, then Alltel and Newco will not be able to rely on the ruling.

The spin—off and merger are also conditioned upon the receipt by Alltel of an opinion of Skadden, Arps, Slate, Meagher & Flom
LLP, counsel to Alitel, to the effect that the spin—off will be tax~free to Alltel, Spinco and the stockholders of Alltel under
Section 355 and other related provisions of the Code. The opinion will rely on the IRS letter ruling as to matters covered by the ruling.
Lastly, the spin—off and the merger are conditioned on Alltel’s receipt of an opinion of Skadden, Arps, Slate, Meagher & Flom LLP
and Valor’s receipt of an opinion of Kirkland & Ellis LLP, counsel to Valor, each to the effect that the merger will be treated as a
tax—free reorganization within the meaning of Section 368(a) of the Code. All of these opinions will be based on, among other things,
current law and certain representations and assumptions as to factual matters made by Alltel, Spinco and Valor. Any change in
currently applicable law, which may or may not be retroactive, or the failure of any factual representation or assumption to be true,
correct and complete in all material respects, could adversely affect the conclusions reached by counsel in its opinion. The opinions
will not be binding on the IRS or the courts, and the IRS or the courts may not agree with the opinions.

The spin—off would become taxable to Alltel pursuant to Section 355(e) of the Code if 50% or more of the shares of either Alltel
common stock or Spinco common stock (including common stock of Newco, as a successor to Spinco) were acquired, directly or
indirectly, as part of a plan or series of related transactions that included the spin—off. Because the Alltel stockholders will own more
than 50% of the Newco common stock
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following the merger, the merger, standing alone, will not cause the spin—off to be taxable to Alltel under Section 355(e). However, if
the IRS were to determine that other acquisitions of Alltel common stock or Newco common stock, either before or after the spin—-off
and the merger, were part of a plan or series of related transactions that included the spin—off, such determination could result in the
recognition of gain by Alltel under Section 355(e). In any such case, the gain recognized by Alitel likely would include the entire fair
market value of the stock of Spinco, and thus would be very substantial. In connection with the request for the IRS private letter

rulings and the opinion of Alltel’s counsel, Alltel has represented that the spin—off is not part of any such plan or series of related
transactions.

In certain circumstances, under the merger agreement, Newco would be required to indemnify Alltel against tax-related losses to
Alltel that arise as a result of a disqualifying action taken by Newco or its subsidiaries after the distribution. See “Risk Factors —
Risks Relating to Newco’s Business After the Merger — Newco may be affected by significant restrictions after the merger” and “The
Merger Agreement — Tax Matters.” If Alltel should recognize gain on the spin—off for reasons not related to a disqualifying action by
Newco, Allte] would not be entitled to be indemnified under the merger agreement. Even if Section 355(¢) were to cause the spin—off
to be taxable to Alitel, the spin—off would remain tax—free to Alltel’s stockholders.

See “Certain United States Federal Income Tax Consequences of the Spin—Off ahd the Merger” beginning on page [ ¢ ).

Failure to complete the merger could adversely impact the market price of Valor common stock as well as Valor’s business and
operating results.

If the merger is not completed for any reason, the price of Valor common stock may decline to the extent that the market price of
Valor common stock reflects positive market assumptions that the spin—off and the merger will be completed and the related benefits
will be realized. Valor may also be subject to additional risks if the merger is not completed, including:

* depending on the reasons for termination of the merger agreement, the requirement that Valor pay Alltel a termination fee of
$35 million;

« substantial costs related to the merger, such as legal, accounting, filing, financial advisory and financial printing fees, must be
paid regardless of whether the merger is completed; and

» potential disruption to the businesses of Valor and distraction of its workforce and management team.

Valor Stockholders will have a reduced ownership and voting interest after the merger and will exercise less influence over
management. '

After the merger’s completion, Valor stockholders will own a significantly smaller percentage of Newco than they currently own
of Valor. Following completion of the merger, Valor’s stockholders will own approximately 15% of Newco on a fully—diluted basis.
Consequently, Valor stockholders, as a group, will be able to exercise less influence over the management and policies of Newco than
they currently exercise over the management and policies of Valor.

isks Relating to Newco’s Busine fter th erge

Following completion of the merger, Newco will face intense competition in its businesses that could reduce its market share or
adversely affect its financial performance.

Substantial and increasing competition exists in the wireline communications industry. Some of Newco's incumbent local
exchange carrier (ILEC) operations have experienced, and will continue to experience, competition in their local service areas.
Sources of competition to Newco's local service business will include, but are not limited to, wireless communications providers,
resellers of local exchange services, interexchange carriers, satellite transmission service providers, cable television companies,
competitive access service
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providers, including, without limitation, those utilizing Unbundled Network Elements—Platform or UNE~P, and
voice—-oyer—Internet—protocol, or VoIP, and providers using other emerging technologies. Competition, mainly from wireless and
broadband substitution, has caused a reduction in the number of Valor and Spinco’s access lines and generally has caused pricing
pressure in the industry. In the future, it is expected that the number of access lines served by Newco will continue to be adversely
affected by wireless and broadband substitution and that industry wide pricing pressure will continue.

Cable television companies deploying a cable modem service will represent Newco’s principal competitors for broadband Internet
access. As of December 31, 2005 cable modem competition existed in exchanges representing 45 percent of Valor’s access lines and
in exchanges representing 85 percent of Spinco’s access lines, representing 79 percent of the total combined access lines.

Newco will provide services to its customers over access lines, and if it loses access lines like Spinco and Valor historically have,
its revenues, earnings and cash flow from operations could be adversely affected.

Newco’s business will generate revenue by delivering voice and data services over access lines. Spinco and Valor have each
experienced net access line loss over the past few years, and during the year ended December 31, 2005, the number of access lines
they served collectively declined by 4 percent due to a number of factors, including increased competition and wireless and broadband
substitution. Following the merger, Newco is expected to continue to experience net access line loss in its markets for an unforeseen
period of time. Newco’s inability to retain access lines could adversely affect its revenues, earnings and cash flow from operations.

Newco will be subject.to government regulation of the telecommunications industry.

As a provider of wireline communication services, Valor and Spinco have been granted operating authority by each of the
16 states in which they conduct ILEC and CLEC operations. Following completion of the merger, Newco will be subject to various
forms of regulation from the regulatory commissions in each of these 16 states as well as from the FCC. State regulatory commissions
have primary jurisdiction over local and intrastate services including to some extent, the rates that Newco will charge customers,
including, without limitation, other telecommunications companies, and service quality standards. The FCC has primary jurisdiction
over interstate services including the access rates that Newco will charge other telecommunications companies that will use its
network and other issues related to interstate service. Future revenues, costs, and capital investment in its wireline business could be
adversely affected by material changes to these regulations, including, but not limited to, changes in inter—carrier compensation, state
and federal Universal Service Fund (“USF”) support, UNE and UNE--P pricing and requirements, and VoIP regulation. Federal and
state communications laws may be amended in the future, and other laws may affect Newco’s business. In addition, laws and
regulations applicable to Newco and its competitors may be, and have been, challenged in the courts and could be changed at any
time. We cannot predict future developments or changes to the regulatory environment, or the impact such developments or changes
would have.

In 2005, Valor and Spinco received 22.8% and 5.8% of their respective revenues from state and federal Universal Service Funds,
and any adverse regulatory developments with respect to these funds could adversely affect Newco’s profitability following
completion of the merger.

Valor and Spinco receive state and federal USF revenues to support the high cost of providing affordable telecommunications
services in rural markets. Such support payments constituted 22.8% and 5.8% of Valor and Spinco’s revenues, respectively, for the
year ended December 31, 2005.

Following completion of the merger, Newco will be required to make contributions to state and federal USFs each year. Current
state and federal regulations allow Newco to recover these contributions by including a surcharge on its customers’ bills. If state
and/or federal regulations change, and Newco becomes ineligible to receive support, such support is reduced, or Newco becomes
unable to recover the amounts it contributes to the state and federal USFs from its customers, its earnings and cash flow from
operations would be directly and adversely affected.
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You ma_}t not receive the level of dividends provided for in the dividend policy Newco’s Board of Directors will adopt upon the
closing of the merger or any dividends at all.

The Board of Directors of Newco will adopt a dividend policy, effective upon the closing of the merger, which reflects an
intention to distribute a substantial portion of the cash generated by Newco’s business in excess of operating needs, interest and
principal payments on Newco’s indebtedness, capital expenditures, taxes and future reserves, if any, as regular quarterly dividends to
Neweco stockholders. See “The Transactions — Dividend Policy of Newco” The Board of Directors of Newco may, in its discretion,
amend or repeal this dividend policy. Newco’s initial dividend policy is based upon Alltel and Valor’s current assessment of Newco’s
business and the environment in which it will operate, and that assessment could change based on competitive or technological
developments (which could, for example, increase its need for capital expenditures) or new growth opportunities. In addition, future
dividends with respect to shares of Newco common stock, if any, will depend on, among other things, Newco’s cash flows, cash
requirements, financial condition, contractual restrictions, provisions of applicable law and other factors that Newco’s Board of
Directors may deem relevant. The Newco Board of Directors may decrease the level of dividends provided for in the dividend policy
or discontinue the payment of dividends entirely. Newco’s senior secured credit facility and notes are expected to contain significant
restrictions on its ability to make dividend payments. We cannot assure you that Newco will generate sufficient cash from continuing
operations in the future, or have sufficient surplus or net profits, as the case may be, under Delaware law, to pay dividends on its
common stock in accordance with the dividend policy adopted by the Newco Board of Directors. The reduction or elimination of
dividends may negatively affect the market price of Newco’s common stock.

'

Newco’s substantial indebtedness could adversely affect its operations and financial condition.

Although Newco’s leverage ratio of debt to operating income before depreciation and amortization will be substantially lower
after the merger than Valor’s current leverage ratio, Newco will have substantial indebtedness following completion of the merger. As
currently contemplated and as described in “Financing of Newco” beginning on page [ « ], it is expected that Newco will have
approximately $5.5 billion in consolidated debt after the closing of the transaction. This indebtedness could have important
consequences to Newco, such as:

= limiting its operational flexibility due to the covenants contained in its debt agreements;
i
« limiting its ability to invest operating cash flow in its business due to debt service requirements;

* limiting its ability to compete with companies that are not as highly leveraged and that may be better positioned to withstand
economic downturns;

* increasing its vulnerability to economic downturns and changing market conditions; and

» to the extent that Newco’s debt is subject to floating interest rates, increasing its vulnerability to fluctuations in market interest
rates.

Newco expects to generate sufficient funds to pay its expenses and to pay the principal and interest on its outstanding debt from its
operations. Newco’s ability to meet its expenses and debt service obligations will depend on its future performance, which will be
affected by financial, business, economic and other factors, including potential changes in customer preferences, the success of
product and marketing innovation and pressure from competitors. If Newco does not have enough money to meet its debt service
obligations, it may be required to refinance all or part of its existing debt, sell assets or borrow more money. Newco may not be able
to, at any given time, refinance its debt, sell assets or borrow more money on terms acceptable to it.

Newco will be subject to restrictive debt covenants, which may restrict its operational flexibility.

After the merger, Newco’s credit facilities and senior unsecured notes will contain covenants that restrict its ability with respect to
the incurrence of additional indebtedness, liens, capital expenditures, loans and investments and will limit its ability to take certain
action with respect to dividends and payments in respect of capital stock, and will limit its ability to enter into mergers, consolidations,
acquisitions, asset dispositions and
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will place restrictions on other matters generally restricted in senior secured loan agreements. After the merger, the newlcredit
facilities will also require the company to maintain specified financial ratios and satisfy financial condition tests. Newco’s ability to
meet those financial ratios and tests may be affected by events beyond its control, and we cannot assure you that it will meet those
ratios and tests. A breach of any of these covenants, ratios, tests or restrictions could result in an event of default under the new credit '
facilities and the notes, in which case, the lenders and/or holders of the notes could elect to declare all amounts outstanding to be
immediately due and payable and the lenders could terminate its commitments to extend additional loans. If the lenders under the new
credit facilities and/or the holders of the notes accelerate the payment of the indebtedness, we cannot assure you that Newco’s assets
would be sufficient to repay in full the indebtedness and any other indebtedness that would become due as a result of any acceleration.
Newco will likely incur a significant one—time charge relating to the integration of the operations of Valor with Spinco that could
materially and adversely affect the future results of operations of Newco Jollowing the merger.

We are developing a plan to integrate the operations of Valor with Spinco after the merger. We anticipate that Newco will incur a
one—time charge to earnings in connection with the integration. We will not be able to quantify the amount of this charge or the time
at which it will be incurred until after the merger is completed. The amount of the charge may be significant, and the charge may have
a material and adverse effect on the results of operations of Newco in the period in which it is recorded.

Newco may be affected by significant restrictions following the merger.

Even if the spin—off otherwise qualifies as a spin—off under Section 355 of the Internal Revenue Code, the distribution of Valor
common stock to Alltel stockholders in connection with the spin—off and the merger may not qualify as tax—free to Alltel under
Section 355(e) of the Internal Revenue Code if 50% or more of the stock of Alltel or Spinco (including Newco as a successor to
Spinco) is acquired as part of a plan or series of related transactions that includes the spin—off.

The merger agreement restricts Newco from taking certain actions that could cause the spin—off to be taxable to Alltel under
Section 355(e) or otherwise jeopardize the tax—free status of the spin—off or the merger (which the merger agreement refers to as
“disqualifying actions™), including:

= generally, for two years after the spin—off, taking, or permitting any of its subsidiaries to take, an action that might be a
disqualifying action without receiving the prior consent of Alltel;

= for two years after the spin—off, entering into any agreement, understanding or arrangement or engaging in any substantial
negotiations with respect to any transaction involving the acquisition of Newco stock or the issuance of shares of Newco’s stock,
or options to acquire or other rights in respect of such stock, in excess of a permitted basket of 71,130,989 shares (as adjusted for
stock splits, stock dividends, recapitalizations, reclassifications and similar transactions), unless, generally, the shares are issued
to qualifying Newco employees or retirement plans, each in accordance with “safe harbors” under regulations issued by the IRS;

= for two years after the spin—off, repurchasing Newco’s shares, except to the extent consistent with guidance issued by the IRS;

« for two years after the spin—off, permitting certain wholly—owned subsidiaries that were wholly—owned subsidiaries of Spinco at
the time of the spin—off to cease the active conduct of the Spinco business to the extent so conducted by those subsidiaries
immediately prior to the spin—off; and

= for two years after the spin—off, voluntarily dissolving, liquidating, merging or consolidating with any other person, unless
(i) Newco is the survivor of the merger or consolidation or (ii) prior to undertaking such action, Newco receives the prior consent
of Alltel.
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Nevertheless, Newco will be permitted to take any of the actions described above in the event that the IRS has granted a favorable
ruling to Alltel or Valor as to the effect of such action on the tax—free status of the transactions described in this document. To the
extent that the tax—free status of the transactions is lost because of a disqualifying action taken by Newco or any of its subsidiaries
after the distribution date (except to the-extent that Alltel has delivered a previous determination to Newco permitting such action),
Newco generally will be required to indemnify, defend and hold harmless Alltel and its subsidiaries (or any successor to any of them)
from and against any and all resulting tax—related losses incurred by Alltel.

Because of these restrictions, Newco may be limited in the amount of stock that it can issue to make acquisitions or raise
additional capital in the two years subsequent to the spin—off and merger. Also, Newco’s indemnity obligation to Alltel might
discourage, delay or prevent a change of control during this two—year period that stockholders of Newco may consider favorable. See
“The Merger Agreement” on page [ * 1,: “The Tax Sharing Agreement” on page [ » ] and “Certain United States Federal Income Tax
Consequences of the Spin—Off and the Merger” beginning on page [« ].

Rapid and significant changes in technology could require Newco to significantly jncrease capital investment or could result in
reduced demand for its services.

New communication technologies may impact Newco’s wireline business. For example, Newco may be unable to retain existing
customers who decide to replace their wireline telephone service with wireless telephone service. Furthermore, the development and
deployment of cable and DSL broadband technology will likely result in additional local telephone line losses for Newco as its
customers shift from dial-up data services to high—speed data services. In addition, VoIP technology, which operates on broadband
technology, now provides Newco’s competitors with a low—cost alternative to access the home and provide local telephone voice
services to Newco’s wireline customers. The proliferation of replacement technologies impacting its wireline business could require
Newco to make significant additional capital investment or could result in reduced demand for its services, both of which could
adversely impact its financial performance and results of operations.

Disruption in Newco’s networks and infrastructure may cause it to lose customers and incur additional expenses.

To be successful, Newco will need to continue to provide its customers with reliable service over its networks. Some of the risks to
Newco’s networks and infrastructure include: physical damage to access lines, breaches of security, capacity limitations, power surges
or outages, software defects and disruptions beyond Newco’s control, such as natural disasters and acts of terrorism.

From time to time in the ordinary course of business, Newco will experience short disruptions in its service due to factors such as
cable damage, inclement weather and service failures of its third party service providers. We cannot assure you that Newco will not
experience more significant disruptions in the future. Disruptions may cause interruptions in service or reduced capacity for |
customers, either of which could cause Newco to lose customers and incur expenses, and thereby adversely affect Newco’s business,
revenue and cash flow.

Weak economic conditions may decrease demand for Newco’s services.

Newco will be sensitive to economic conditions and downturns in the economy. Downturns in the economies and vendor
concentration in the markets Newco serves could cause its existing customers to reduce their purchases of Newco’s basic and
enhanced services and make it difficult for Newco to obtain new customers.
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THE TRANSACTIONS

Structure of the Spin—Off and the Merger

On December 8, 2005, Alltel, Spinco and Valor entered into an Agreement and Plan of Merger providing for the merger of Valor
with the wireline telecommunications business of Alltel. Prior to the merger, Alltel will engage in a series of preliminary restructuring
transactions to effect the transfer to Spinco’s subsidiaries of all of the assets relating to Alltel’s wireline telecommunications business
and the transfer to Alltel of all assets not relating to such business. Following these preliminary restructuring transactions, and
immediately prior to the effective time of the merger, Alltel will contribute all of the stock of the Spinco subsidiaries to Spinco (which
we will refer to as the “contribution”) in exchange for:

- the issuance to Alltel of Spinco common stock to be distributed to Alltel’s stockholders pro rata in the spin—off (which we will
refer to as the “distribution”),

= the payment of a special dividend to Alltel in an amount not to exceed Alltel’s tax basis in Spinco (which equals approximately
$2.4 billion as of June 30, 2005), which Alltel will use to repurchase stock pursuant to a special stock buyback program

authorized by the Allte] Board of Directors in connection with the spin—off, to repay outstanding indebtedness, or both, within
one year following the spin—off, and

= the distribution by Spinco to Alltel of certain Spinco debt securities (which we will refer to as the “exchange notes™) in an
amount equal to approximately $1.538 billion, which Alltel intends to exchange for outstanding Alitel debt securities or
otherwise transfer to Alltel’s creditors, thereby reducing Alltel’s outstanding indebtedness.

Prior to the distribution, Spinco will consummate certain financing transactions pursuant to which it will incur approximately
$3.965 billion in indebtedness through (1) borrowings under a new senior secured credit agreement or the issuance of senior unsecured
debt securities in an offering under Rule 144A, promulgated under the Securities Act of 1933, as amended, or a public offering and
(2) the distribution of the exchange notes to Alltel. All proceeds of the financing will be used to pay the consideration to be received
by Alltel for the contribution (through payment of the special dividend and distribution of the exchange notes) and to pay related fees
and expenses. For a more complete discussion of the financing of Newco see “Financing of Newco” beginning on page [ * ].

After the contribution and immediately prior to the merger, Alltel will spin—off Spinco to the stockholders of Alltel by distributing
all of its shares of Spinco common stock to Alltel stockholders on a pro rata basis. Spinco will then merge with and into Valor in
accordance with the merger agreement. Valor will survive the merger as a stand—alone company holding and conducting the combined
business operations of Valor and Spinco. Immediately following the merger, Valor will change its name to [ » ] and its common stock
will be quoted on the New York Stock Exchange. For ease of reference, throughout this proxy statement/ prospectus—information
statement we will refer to [ = ], the new company formed by the merger of Valor and Spinco as “Newco.”

In the merger, Alltel stockholders will be entitled to receive a number of shares of Valor common stock, in exchange for each
share of Spinco common stock such stockholders are entitled to receive, which will be determined based on the calculation set forth
below in the section below titled “Calculation of Merger Consideration.” Holders of Alltel common stock will not be required to pay
for the shares of Valor common stock they receive and will also retain all of their shares of Alltel common stock. Existing shares of
Valor common stock will remain outstanding.

By virtue of the merger, Newco will assume $261.0 million in Alltel debt and $400.0 million in outstanding Valor debt securities.
Newco will also borrow approximately $781.0 million under its new senior secured credit facility in order to prepay the amounts
outstanding under Valor’s existing credit facility. These amounts, together with the $3.965 billion in financings consummated by
Spinco prior to the merger and certain expenses related to the transaction, will result in Newco having approximately $5.5 billion in
total debt immediately following completion of the merger. It is expected that Newco will use proceeds from its new senior secured
credit facilities to refinance approximately $81.0 million of Alltel’s outstanding bonds (plus an additional approximately $9.5 million
in related make—whole premiums) and to purchase any of Valor’s

29




Table of Contents

outstanding bonds that may be tendered pursuant to the terms thereof as a result of the merger. However, no Valor bonds are expected
to be tendered as a result of the merger.

Calculation of Merger Consideration

The merger agreement provides that Valor will issue in the aggregate to holders of Alltel common stock a number of Valor shares
equal to (a) the number of shares of Valor common stock outstanding as of the effective time of the merger multiplied by (b) 5.667.
For ease of reference, we will refer to the product of this equation as the “aggregate merger consideration,” Under the distribution
agreement, Alltel stockholders will be entitled to receive shares of Spinco common stock (the amount of which will be determined by
Alitel and Spinco prior to the distribution) based on the number of shares of Alltel common stock they own at the effective time of the
merger. Each share of Spinco common stock which Alltel stockholders will be entitled to receive in the distribution will be converted
into the right to receive a number of Valor shares equal to the aggregate merger consideration, divided by the number of Spinco shares
outstanding as of the effective time of the merger. For ease of reference, we will refer to the product of this equation as the “per share
merger consideration,”

Neither the aggregate merger consideration nor the per share merger consideration will be adjusted in the event of a decline in the
value of the Alltel wireline telecommunications business that is being contributed to Spinco. If the value of this business declines after
Valor stockholders approve the merger proposals, the market price of Newco common stock following completion of the merger will
be less than Valor stockholders anticipated when they voted to approve the merger proposals. In this event, there will also be no
adjustment of the aggregate merger consideration, or the per share merger consideration.

It is presently estimated that Valor will issue in the aggregate approximately 403 million shares of common stock to Alltel
stockholders pursuant to the merger, or approximately 1.04 shares of Valor common stock (subject to variation based on the number
of shares of Spinco common stock to be distributed to Alltel stockholders and as a result of compensatory equity grants and other
issuances) for each share of Spinco common stock outstanding as of the effective time of the merger. When the merger is completed,
Alltel stockholders will together own approximately 85%, and Valor’s stockholders will own approximately 15%, of the shares of
common stock of Newco on a fully diluted basis. The following illustration sets forth the manner in which these estimated amounts
were calculated:

For purposes of this calculation only it is assumed that the effective time of the merger occurred on February 1, 2006. On
February 1, 2006 there were 387,188,917 shares of Alltel common stock outstanding and 71,063,265 fully—diluted shares of Valor
common stock outstanding.

Step 1: Calculate the “aggregate merger consideration.” The merger agreement provides that Valor will issue to holders of
Alltel common stock a number of Valor shares equal to the number of fully—diluted shares of Valor common stock outstanding as
of the effective time of the merger multiplied by 5.667. As of February 1, 2006 there were 71,063,265 shares of Valor common
stock outstanding. Therefore to determine the aggregate merger consideration we must multiply 71,063,265 by 5.667, which
equals 402,715,522.76 shares.

Step 2: Determine number of Spinco shares outstanding. The distribution agreement contemplates Alltel issuing a number of
shares of Spinco common stock for each share of Alltel common stock outstanding as of the effective time that is to be determined
by Alltel and Spinco prior to the distribution. For purposes of this illustration only, it is assumed that one share of Spinco common
stock will be issued for each share of Allte] common stock outstanding. Assuming 387,188,917 shares of Alltel common stock are
outstanding as of the effective time of the merger, there will be 387,188,917 shares of Spinco common stock outstanding as of the
effective time of the merger.

Step 3: Calculate the “per share merger consideration. ” The merger agreement provides that each share of Spinco common
stock will be converted into the right to receive a number of Valor shares equal to the aggregate merger consideration, divided by
the number of Spinco shares outstanding as the effective time of the merger. In this illustration the aggregate merger consideration
equals 402,715,522.76 shares and the number of Spinco shares outstanding as of the effective time is
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387,188,917. Hence, to determine the per share merger consideration we must divide 402,715,522.76 by 387,188,91’7, which
equals approximately 1.04.

Based on the foregoing, it is currently estimated that Alitel stockholders will receive approximately 1.04 shares of Valor '
common stock in exchange for each Spinco share such stockholder is entitled to receive in the distribution and that Valor will be
obligated to issue in the aggregate 402,715,522.76 shares of Valor common stock to Alltel stockholders. This issuance would
result in Alltel stockholders owning approximately 85%, and Valor’s stockholders will own approximately 15%, of the shares of
common stock of Newco on a fully diluted basis following completion of the merger.

The following table set forth the values used in the above calculation: !

Valor Commen Approximate per
Stock Outstanding Spince Common Aggregate Merger Share Merger
(fully—-diluted) ‘ - v Stock Qutstanding : ‘ Cor)sideration » : » Consideratio_!l —
sl 71003265 0 00 387,188917 Lo 402,715,522.76 0 L04

\

The actual number of shares of Valor common stock outstanding as of the effective time of the merger will likely be different than
the number of shares outstanding as of February 1, 2006 (as set forth in the above illustration) as a result of compensatory equity
grants and other issuances of Valor common stock. Any change in the number of shares outstanding will cause the aggregate merger
consideration to be different from that set forth in the above illustration. In addition, the actual number of shares of Spinco common
stock distributed to Alltel stockholders may be different than as set forth in the above illustration if Alltel and Spinco elect to issue
more or less than one share of Spinco common stock for each outstanding share of Alltel common stock. Any change in the number of
shares of Spinco common stock distributed will cause the per merger consideration to change. However, the calculation of the merger
consideration is structured so that following completion of the merger Alitel stockholders will own approximately 85%, and Valor’s
stockholders will own approximately 15%, of the shares of common stock of Newco on a fully diluted basis notwithstanding such
issuances.

We encourage you to carefully read the merger agreement and the distribution agreement which are attached as Annexes A and B
to this proxy statement/ prospectus—information statement and incorporated herein by reference, respectively, because they set forth
the terms of the merger and the distribution of shares of Spinco common stock to Alltel’s common stockholders.

Background of the Merger

In pursuing strategies to enhance stockholder value, Valor regularly considered opportunities for strategic business combinations.
Valor received and responded to requests for potential transaction proposals from third parties operating rural local exchange carriers
and actively pursued possible business combination transactions with those third parties. In addition, from time to time, Valor’s senior
management engaged in informal discussions regarding possible business combination transactions with their counterparts at other
telecommunications companies. However, after analysis of financial information and other factors and after discussions with the Valor
Board of Directors, none of these discussions progressed beyond the preliminary stages. Valor’s Board of Directors received regular
updates from management concerning Valor’s transaction opportunities, and the topic of potential strategic transactions was a
recurring agenda item at most board meetings. At various times, and most recently in August 2005, senior management invited
Valor’s financial advisors (other than the financial advisors that rendered opinions to the Board of Directors of Valor in connection
with the merger) to provide the Board of Directors with a comprehensive overview of the potential financial and stockholder benefits
of various transactional opportunities between Valor and other rural local exchange carriers.

Alltel announced in January 2005 that it would undertake a thorough review of the strategic alternatives available to its wireline
business. Since the inception of Valor’s business operations in July 2000, Valor has had a relationship with Alltel, which provides
Valor with outsourced operational support services, including billing and customer care systems. Following the Alltel announcement,
and in the context of this long—standing business relationship, at various times members of Valor’s Board of Directors and senior
management contacted members of Alltel’s senior management team to express interest in Alltel’s strategic review process, and to
inquire about potential opportunities for a business combination between Valor and Alltel’s wireline
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business\. Valor’s financial advisors kept the company informed regarding the Alltel process and its potential implications to Valor.

As thie Alltel review process progressed, Valor’s financial advisors recommended that the timing was appropriate for Valor to
initiate a preliminary meeting with representatives of Alltel to further discuss a possible transaction. In August 2005, Anthony J. de
Nicola, Valor’s Chairman of the Board, contacted Scott Ford, Alltel’s President and Chief Executive Officer, to schedule a meeting
between the companies. On September 13, 2005, Mr. de Nicola and John J. Mueller, Valor’s Chief Executive Officer, met in Little
Rock, Arkansas with Mr. Ford and Jeffrey H. Fox, Alltel’s Group President — Shared Services. At that meeting, Mr. Mueller
presented information prepared by Valor management on Valor’s operations and the potential operational and financial benefits of a
strategic transaction between Valor and Alltel. Mr. Ford stated that Alltel was considering initiating an active process to explore
strategic options for repositioning its wireline assets and invited Valor to consider participating in such a process were it to occur. At a
September 14, 2005 meeting of Valor’s Board of Directors, Mr. Mueller advised the Board on the meeting between Alltel and Valor
senior management, and described the process that Alltel planned to undertake and the potential for a strategic combination between
Valor and the Alltel wireline business. The Board of Directors authorized Valor management to participate in a potential Alltel
process.

On September 22, 2005, Alltel announced its intention to begin a formal process to assess the market environment for a strategic
repositioning of its wireline business. On that date, Valor and Alltel executed a non—disclosure agreement. Thereafter, on
September 28, 2005, Valor received an information book, which provided detailed financial and operational information on Alltel’s
wireline business and other related operating units it proposed to separate. Under separate cover, Valor received correspondence from
Alltel’s financial advisors on September 30, 2005 inviting Valor to “participate in a review of a potential merger with Alltel’s wireline
business units and related ancillary operations” in conjunction with the separation of those operations from Alltel’s wireless
operations. The correspondence indicated that Alltel would consider merger proposals that met certain principal objectives, including
ensuring tax—free treatment of the transaction, maximizing Alltel stockholder value, establishing an appropriate capital structure,
implementing a sustainable dividend policy and consummating an acceptable transaction expeditiously with the least disruption to the
wireline business and its employees, suppliers and customers. Alltel requested the submission of detailed proposals no later than
October 17, 2005.

In preparation for Valor’s participation in the Alltel process, on September 15, 2005 Mr. de Nicola contacted Wachovia Securities
to explore the possibility of Wachovia Securities serving as Valor’s financial advisor in connection with the Company’s evaluation of
the Alltel opportunity. On September 28, 2005, Wachovia Securities provided Valor’s senior management and several members of its
Board with a preliminary presentation addressing a proposed framework for developing a proposal for Alltel’s wireline business. The
presentation delineated issues for Valor to consider in developing its proposal, and included financial analyses of comparable public
companies, projections of operating statistics and valuations for a stand—alone Alitel wireline entity and preliminary valuation
analyses for a combination of Alltel and Valor under various scenarios. On October 15, 2005, Valor and Wachovia Securities executed
an engagement letter and non—disclosure agreement.

On October 10, 2005, the Valor Board of Directors held a special meeting, the purpose of which was for management to update
the Board on the Alitel process and the potential participation of Valor in that process. At this meeting, the Board adopted a resolution
authorizing Valor to evaluate the Alltel materials and to prepare and submit a proposal to Alltel. The Board also approved and ratified
Valor’s engagement of legal, financial, tax and accounting experts to aid in the evaluation of the Alltel opportunity and to assist Valor
in the preparation of its proposal. Finally, the Board approved the creation of the Special Finance Committee, the purpose of which
was to assist management with respect to the Alltel opportunity and to provide information on the Alltel process to the remainder of
the Board. The members of the Special Finance Committee were Mr. de Nicola, and Board members Norman Alpert and Edward
Heffernan.

On October 14, 2005, the Special Finance Committee met with members of Valor senior management and Wachovia Securities
representatives to discuss the status of the preparation of Valor’s response to Alltel.
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Wachovia Securities made a presentation to the Special Finance Committee that addressed the various financial issues rtLlsed by
Valor’s proposed response to Alltel, including issues of valuation of Valor and benefits to stockholders of Alltel and Valor. Valor’s
management also updated the Special Finance Committee on its analysis of potential 'synergies that might result from a merger of
Valor and Alltel’s wireline business.

On October 17, 2005, Valor submitted to Alltel a preliminary proposal containing the terms of a potential merger between Valor
and Alltel’s wireline business and its related ancillary operations. That responsé contained an offer letter and a PowerPoint
presentation setting forth the terms of the Valor offer.

Beginning on October 25 and continuing through October 26, 2005, representatwes ‘of Valor and Alltel and their respective ,
financial advisors met in Little Rock, Arkansas. During these meetings, Valor and Alltel made management presentations, began
preliminary due diligence relating to the other’s businesses and explored the possible synergies of a potential merger of Valor and
Alltel’s wireline business. T hereafter Valor and Alitel provided each other with access to documents for the purpose of continued due
diligence.

On November 3, 2005 the Valor Board of Directors held a regularly scheduled n&eeting During this meeting, Wachovia Securities
provided the Board with an update on the Alltel process and updated its earlier Board presentation with respect to the terms and
benefits of a potential merger.

On November 11, 2005, Alltel’s financial advisors scheduled a meeting with Mr. de Nicola and Wachovia Securities’
representatives, and provided them with a preliminary term sheet in response to Valor’s October 17, 2005 submission. The Alltel term
sheet outlined the material terms upon which Alltel would be willing to merge the Alltel wireline business with Valor.

At various times following the November 11, 2005 meeting, Mr. Ford and Mr. de Nicola discussed the differences between each
company’s proposal. In these discussions, and in other communications between the parties’ financial advisors during the period of
November 11—14, 2005, certain fundamental economic terms were negotiated, including, among other terms, the percentage of
ownership that Valor and Alltel stockholders would have in the surviving corporation following the merger, the dividend pay—out
ratio, the appropriate debt capitalization of the company, the amount of the annual dividend, and the number of Newco board of
director positions that would be allocated to pre~merger Valor directors in Newco.

On November 16, 2005, the Special Finance Committee of the Valor Board of Directors met with members of Valor’s senior
management and representatives of Wachovia Securities in order to review the current status of the potential Allte! transaction.
Representatives of Wachovia Securities highlighted the differences between the terms proposed by Valor and those proposed by
Alltel. Mr. de Nicola then updated the Committee on the status of the discussions on merger terms between him and Mr. Ford, as well
as other discussions between the parties’ financial advisors where they attempted to resolve differences between the parties’ economic
terms. The Committee discussed with Wachovia Securities the terms on which Valor and Alltel could potentially reach agreement, and
discussed whether those terms would be fair to Valor’s stockholders. The Committee also considered, in light of current and expected
future market conditions and risks, whether other potential transactional opportunities would produce superior benefits to Valor’s
stockholders. After substantial discussion, the Committee members recommended that management attempt to complete a merger
agreement with Alltel. Wachovia Securities preliminarily advised the Committee that it believed, subject to further review and
analysis, it would be able to render an opinion to Valor’s Board of Directors that a merger on the discussed terms was fair from a
financial point of view to Valor and its stockholders. The Committee also determined that it was a best practice of sound corporate
governance for the Committee to recommend that the Board of Directors engage another advisor to provide the Board with a second
fairness opinion. :

Following the meeting of the Valor Special Finance Committee, Mr. de Nicola communicated Valor’s merger terms to Mr. Ford.
Thereafter, Mr. Ford communicated to Mr. de Nicola Alltel’s preliminary acceptance of Valor’s proposed merger terms, subject to
completion of definitive agreements and final approval by Alltel’s board of directors.

On November 18, 2005, the Valor Board of Directors held a special meeting to discuss the potential Alltel transaction. Wachovia
Securities provided the Board with an overview of the proposed transaction,

33




Table of Contents |
including the principal economic terms upon which Valor and Alitel had reached a preliminary agreement. Wachovia Securities made
a presentation to the Board showing the estimated valuation and the potential stockholder value of the proposed merger. Kirkland &
Ellis LLP, Valor’s legal advisor, discussed the Board’s obligations under Delaware law. Thereafter, the Board adopted a resolution |
authorizing management to take all necessary and appropriate steps required to complete a merger agreement with Alltel, including
the completion of due diligence and the retention of any necessary advisors.

On November 18, 2005, Alltel’s financial advisors provided Valor’s management and financial advisors with the draft of a merger
agreement and distribution agreement and on December 3, 2005, a tax sharing agreement. From November 21 through December 8,
2005, management, legal and financial representatives for Valor and Alltel met numerots times, engaged in numerous conference
calls and exchanged drafis to negotiate the merger agreement, various other ancillary agreements and other legal, tax and regulatory
issues. In addition, Valor finalized its due diligence with respect to the Alltel wireline business, including submission of follow—up

due diligence requests and meeting with members of the Allte] management team with respect to various legal, business and financial
issues.

On November 29, 2005, members of the Valor and Alltel management teams met in Dallas, Texas. The purpose of the meeting
was to allow various members of Alltel’s management team to meet with their Valor counterparts to discuss specific issues related to
discrete operational and administrative aspects of Valor’s business. On November 30 through December 1, 2005, Valor and Alltel
continued their discussions in Little Rock, Arkansas. Members of Valor’s management team, and its legal, financial and accounting
advisors, continued Valor’s legal, business, tax and accounting due diligence. In addition, Alitel management provided Valor
management and its legal and financial advisors with an overview of prospective, post-merger inter—company agreements between
Alltel’s wireline and wireless businesses, as well as discussing other potential operational details regarding a combined Valor — Alltel
wireline entity.

On November 30 and December 2, 2005, the Special Finance Committee of the Valor Board met. During both meetings, counsel
from Kirkland & Ellis LLP reviewed the status of the negotiations on the merger agreement and ancillary agreements, and addressed
major open issues in those negotiations. Also, members of Valor management and the company’s various advisors updated the
Committee on the status of Valor’s business, legal, tax and accounting due diligence on Alltel.

Valor engaged Bear, Stearns & Co. Inc. on December 5, 2005 to provide an independent opinion on the fairness of the potential
merger. Bear Stearns met with members of Alltel’s management, and it conducted an independent review of financial information
regarding Valor and the Alltel wireline business and the merger documentation.

On December 6, 2005, the Valor Board met again to review the possible merger with the Alitel wireline business. Members of
Valor’s senior management team, and its legal, tax, accounting and financial advisors, made preliminary presentations to the Board
regarding the results of their business, legal, tax and accounting due diligence of the Alltel wireline business, valuation analyses, the
strategic rationale for the potential merger and the terms and conditions of the merger, including a detailed review of significant open
and resolved legal issues. Following the presentation of this information, the Board authorized Valor management to continue to
pursue the proposed merger.

Valor and Alltel completed their negotiations of the merger agreement and ancillary documents on December 8, 2005. Later that
day, the Valor Board of Directors met to review the final terms and conditions of the merger agreement and received final reports
regarding the business, legal, tax and accounting due diligence from Valor’s senior management team, and its legal, tax, accounting
and financial advisors. The Board discussed other potential strategic alternatives that Valor had reviewed prior to exploring the Alltel
opportunity and that might be available to Valor, including remaining as a separate independent entity and considered such potential
alternatives and the proposed Alltel transaction. At this meeting, the Board also received oral and written opinions of Wachovia
Securities and Bear Stearns, that as of December 8, 2005, and based upon and subject to the factors, qualifications, judgments and
assumptions set forth in the written opinions, the aggregate consideration to be issued by Valor in the merger was fair from a financial
point of view to Valor and its stockholders. Following further discussion, the Valor Board unanimously determined that
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the merger was in the best interests of Valor and its stockholders, approved the merger and the merger agreement, the distribution
agreement, the tax sharing agreement and related ancillary agreements, authorized the filing of all necessary regulatory applications
and consents on behalf of Valor, authorized the preparation and filing of a Registration Statement on Form S—4, and directed Valor’s
management to take all other actions necessary to effectuate the completion of the merger. It also approved the issuance of shares of
Valor’s common stock in connection with the merger. In addition, Valor’s Compensation Committee approved certain retention and
severance benefits that are being provided to retain employees in connection with the merger.

The parties signed the merger agreement on December 8, 2005. Before the opening of trading on the New York Stock Exchange
on December 9, 2005, the parties issued press releases announcing the execution of the merger agreement.

Valor’s Reasons for the Merger

The following discussion of the information and factors discussed by the Valor Board of Directors is not meant to be exhaustive
but is believed to include all material factors considered by it in reaching its determination that the Valor — Spinco merger is fair to
and in the best interests of Valor and its stockholders. The Board of Directors did not quantify or attach any particular weight to the
various factors that it considered in reaching its determination that the terms of the merger are fair to, and in the best interests of, Valor
and Valor stockholders. Rather, the Board of Directors viewed its position as being based on the totality of the information presented
to and considered by it. As a result of the consideration of the foregoing and other relevant considerations, the Board of Directors
determined that the merger, including the terms of the merger agreement, distribution agreement and the other agreements relating to
the merger, are fair to, and in the best interests of, Valor and its stockholders.

In reaching its recommendation, the Board considered the current and historical financial condition and results of operations of
Valor, competitive activity, the prospects and strategic objectives of Valor, and the Valor—specific and industry risks involved in
achieving those objectives. The Board of Directors also considered trends in the industry in which Valor operates, and the strategic
options available to Valor, including other potential transactional opportunities available to Valor and the alternative to remain a
separate public company, as well as the risks and uncertainties associated with such alternatives.

In the course of their discussions, both Valor and Alitel recognized that there were substantial potential strategic and financial
benefits of the proposed merger. The completed merger should provide Valor stockholders with a modest premium over current share
price, and Valor’s current stockholders may have an opportunity to improve their long—term returns by creating a leading
rural—focused wireline company and one of the largest local telecommunications carriers in the United States.

The footprint of Alitel’s rural markets and the states in which it operates are highly complementary to Valor’s rural market
footprint, and Alltel will bring high quality rural assets to the combined company. With over 3.4 million access lines in sixteen states
as of December 31, 2005, Newco will be one of the largest local telecommunications carriers in the United States, and the largest local
telecommunications carrier primarily focused on rural markets. As a result, Newco will have significantly greater size and scale than
what Valor enjoys today.

Since the inception of Valor’s business operations in July 2000, Valor has had a relationship with Alltel, which provides Valor
with outsourced operational support services, including a billing and customer care platform. The fact that the companies share a
common billing and customer care platform may ease the business integration of Valor and Spinco, and may reduce the costs and risks
associated with the integration.

Because of increased size and economies of scale, Newco should have greater financial flexibility to develop and deploy products,
expand the capacity of its network, respond to competitive pressures and implement future transactions. Newco’s increased size,
economies of scale and total capabilities are also expected to enable it to improve the cost structure for its products and services,
enhancing its ability to offer services and compete profitably. The post-merger company will have better diversification of customers,
revenues and earnings across a broader geographic area. It also should have the ability to better leverage
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existing,\infrastmcture, creating cost savings opportunities, financial flexibility and potential for further value creation.

The pro forma capital structure of Newco results in lower debt leverage and lower cost of capital, which should reduce the overall
financial risk of the combined company. Moreover, the merger positions the combined company as an industry consolidator.

Valor believes that Newco will benefit substantially from capital investment, cost and revenue synergies. Valor and Alltel estimate
the annual value of these synergies at approximately $40.0 million. These synergies include, but are not limited to, the following:

* expected volume discounts and benefits of increased purchasing capacity expected to result from Newco’s increased size and
scale;

* reduction in office space, real estate and facilities;
« consolidation of back—office functions;
» reduced employee and related costs associated with maintaining duplicative functions; and

» reduced combined sales and marketing costs and general and administrative costs.

The foregoing estimates were developed by the senior managements of Valor and Alltel during their due diligence reviews. The
expected terms for realizing potential sources of synergies and cost savings vary because of the variety of sources within each
category, such that some are estimated to affect results of operations in the short term and others over the long term.

The actual synergistic benefits from the merger and costs of integration could be different from the foregoing estimates, and these
differences could be material. Accordingly, there can be no assurance that any of the potential benefits described above or included in
the factors considered by the Valor Board of Directors will be realized. See “Risk Factors — Risks Relating to the Spin—Off and the
Merger.”

Valor Board of Directors’ Recommendation to Valor Stockholders

The Valor Communications Group, Inc. Board of Directors has unanimously approved the merger agreement and unanimously
recommends that the Valor stockholders vote FOR the proposals to adopt the merger agreement, approve the increase in authorized
shares of Valer common stock pursuant to the merger and the issuance of Valor common stock pursuant to the merger, each of which
is necessary to effect the merger, as well as FOR the adoption of the 2006 Equity Incentive Plan (which is conditioned on stockholder
approval of the merger proposals).

Opinion of Valor’s Financial Advisor — Wachovia Securities

Valor’s Board of Directors retained Wachovia Securities on October 15, 2005 to act as its financial advisor and to provide a
fairness opinion in connection with the transactions contemplated by the merger agreement. Valor’s Board of Directors selected
Wachovia Securities to act as its financial advisor based on Wachovia Securities’ qualifications, expertise and reputation. At the
meeting of Valor’s Board of Directors on December 8, 2005, Wachovia Securities rendered its oral opinion, subsequently confirmed
in writing on December 8, that as of December 8, 2005, and subject to and based on the assumptions made, procedures followed,
matters considered and limitations of the review undertaken in such opinion, the aggregate merger consideration to be paid by Valor
pursuant to the merger agreement was fair, from a financial point of view, to Valor and its stockholders.

The full text of the written opinion of Wachovia Securities which sets forth the assumptions made, matters considered and
limitations on the opinion and on the review undertaken in connection with the opinion, is attached as Annex D—1. The opinion of
Wachovia Securities is for the information and use of the Board of Directors of Valor in connection with its consideration of the
merger and relates only to the fairness, from a financial point of view, of the aggregate merger consideration to Valor and its
stockholders. This opinion does not and shall not constitute a recommendation to any holder of Valor common stock as to how
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such holder should vote in connection with the merger agreement or any other matter related thereto. You should carefully read the
opinion in its entirety.

In arriving at its opinion, Wachovia Securities, among other things:

° Reviewed the merger agreement, including the financial terms of the merger, and the agreements contemplated thereby;

* Reviewed Annual Reports on Form 10~K of Alltel for the three fiscal years ended December 31, 2004; Annual Reports on
Form 10-K of Valor for the fiscal year ended December 3 1, 2004; certain interim teports to stockholders and Quarterly Reports
on Form 10—Q of Alltel and Valor; and certain business, financial, and other information regarding each of Alltel and Valor that
was publicly available;

* Reviewed certain business, financial, and other information regarding Valor and its prospects that was furnished to Wachovia
Securities by, and discussed with, the management of Valor;

° Reviewed certain business, financial, and other information regarding Alltel and Spinco and their prospects that were furmshed
to Wachovia Securities by, and discussed with, the management of Alltel and Spinco;

» Reviewed the stock price and trading history of Valor common stock;

 Compared the available business, financial, and other informatjon regarding each of Valor and Spinco with similar information
regarding certain publicly traded companies that Wachovia Securities deemed relevant;

» Compared the proposed financial terms of the merger agreement with the financial terms of certain other business combinations
and transactions that Wachovia Securities deemed relevant;

* Developed discounted cash flow models for each of Valor and Spinco based upon estimates provided by the management of

each of Valor and Spinco, as to each of Valor and Spinco respectively, and certain estimates discussed with the management of
Valor; .

= Reviewed the potential pro forma impact of the merger on Valor’s financial statements;
« Considered other information such as financial, economic and market criteria that Wachovia Securities deemed relevant; and

* Participated in the discussions and negotiations among representatives of Valor and Alltel and their respective financial and legal
advisors that resulted in the merger agreement.

'

In connection with its review, Wachovia Securities assumed and relied upon the accuracy and completeness of the foregoing
financial and other information and did not and does not assume any responsibility for, nor did it conduct, any independent
verification of such information. Wachovia Securities relied upon the assurances of the management of Valor and Alltel that they were
not aware of any facts or circumstances that would make such information about Valor or Alltel inaccurate or misleading.

Wachovia Securities has been provided with prospective financial information, including post—merger synergies, for Valor and
Spinco by each of their managements, respectively. Wachovia Securities was also provided with prospective financial information of
Spinco by Alltel, including cost allocations by Alitel to Spinco. Wachovia Securities discussed such prospective financial information,
as well as the assumptions upon which they are based, with the management of each of Valor, Alitel and Spinco. Wachovia Securities
assumed that the forecasts, estimates, judgments, and all assumptions expressed by the management of each of Valor, Alltel and
Spinco in such projections have been reasonably formulated and that they were the best available forecasts, estimates, judgments,
allocations and assumptions of each of the respective managements of Valor, Alltel and Spinco regarding such projections. Wachovia
Securities did not and does not assume any responsibility for, and did not and does not express any view as to, any such prospective
financial information or the assumptions upon which they are based. Wachovia Securities also assumed that the cost allocations by
Alltel to Spinco provided to Wachovia Securities by Alltel reflect the true standalone costs that Spinco will experience following the
merger. Wachovia Securities discussed certain estimates for Valor and for Spinco,
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and the reasonableness of the assumptions upon which they are based, with the management of Valor. The Board of Directors of Valor
did not place any limitations on Wachovia Securities in conducting its analysis of the, merger in connection with rendering its fairness
opinion. The Board of Directors of Valor did not ask Wachovia Securities to, nor did Wachovia Securities, explore or conduct a '
review of strategic alternatives for Valor. Wachovia Securities has not conducted any physical inspection or assessment of the
facilities or assets of Valor, Alltel or Spinco. In addition, Wachovia Securities has not made an independent evaluation or appraisal of
the assets and liabilities (including any contingent, derivative or off-balance sheet assets and liabilities) of Valor, Alltel or Spinco or
any of their respective subsidiaries and has not been furnished with any such evaluatlons or appraisals.

In rendering its opinion, Wachovia Securities assumed that the merger will be consummated on the terms described in the merger
agreement and the agreements contemplated thereby without waiver of any material terms or conditions, and that each party to the
merger agreement and the agreements contemplated thereby will perform all of the covenants and agreements required to be
performed by it thereunder without any consents or waivers of the other parties thereto. Wachovia Securities also assumed that in the
course of obtaining any necessary legal, regulatory or third party consents and/or approvals, no restrictions will be imposed or delay
will be suffered that will have a material adverse effect on Valor, or on the merger or on other actions contemplated by the merger
agreement in any way meaningful to Wachovia Securities’ analysis. Wachovia Secutities further assumed that the merger agreement
and the agreements contemplated thereby will not differ in any material respect from.the drafts furnished to and reviewed by
Wachovia Securities. In addition, Wachovia Securities has assumed that the merger and the distribution to Spinco will be tax—free, for
United States federal income tax purposes.

The summary set forth below does not purport to be a complete description of the analyses performed by Wachovia Securities, but
describes, in summary form, the material elements of the presentation that Wachovia Securities made to Valor’s Board of Directors on
December 8, 2005, in connection with Wachovia Securitiés’ fairness opinion. The preparation of a fairness opinion is a complex
process and is not necessarily susceptible to a partial analysis or summary description. In arriving at its opinion, Wachovia Securities
considered the results of all of its analyses as a whole and did not attribute any particular weight to any analysis or factor considered
by it. The analyses described below must be considered as a whole, and considering portions of these analyses, without considering all
of them, would create an incomplete view of the process underlying Wachovia Securities’ analyses and opinion. Wachovia Securities
reached a single conclusion as to fairness based on its experience and professional judgment and its analysis as a whole. This fairness
conclusion was communicated to the Valor Board of Directors. Wachovia Securities does not, as part of its process, isolate various
analyses and reach separate conclusions with respect to their relative significance and relevance.

Wachovia Securities chose to perform the financial analyses that it performed in connection with the transaction based on its
experience and professional judgment. These analyses were performed solely as a part of Wachovia Securities” analysis of the
fairness, from a financial point of view, to Valor and its stockholders, as of the date of the opinion of the aggregate merger
consideration paid by Valor pursuant to the terms of the merger agreement and were conducted in connection with the delivery by
Wachovia Securities of its fairness opinion to the Valor Board of Directors.

Valuation of Valor on a Stand—Alone Basis

In conducting its analysis, Wachovia Securities used six methodologies to determine the valuation of Valor as a stand—alone
entity.

Historical Stock Trading Analysis. Wachovia Securities reviewed publicly available historical trading prices for shares of Valor
common stock for the period beginning on the date of Valor’s initial public offering (February 9, 2005) and ending on December 6,
2005. The trading range of shares of Valor common stock in this period was $11.28 — §16.17.

Comparable Companies Analysis. Wachovia Securities compared financial, operating and stock market data of Valor to the
following publicly traded companies that participate predominantly, or in part, in the
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regional telecommunications industry: CenturyTel, Cincinnati Bell, Commonwealth Telephone, Iowa Telecommunications, Citizens
Communications, Fa1rp0mt Communications, and Consolidated Communications. The multiples and ratios of each of the selected
publicly traded companies were based upon the most recent publicly available information.

The following table presents the most relevant analyses of the selected publicly traded companies:

Implied Valor
Reference Equity Value per
Low High Median Mean Multiple Range Share —

EnterpnseValueto : e T e ST B T T S

. 2005(E) EBITDA

.~ (earnings before mterest
- taxes, deprecmtmn and

- amortization) -
Equxty Value to 2005(E)

Free Cash Flow
Enterprise Value per ‘
; AccessLme . o i

With regard to the comparable companies analysis summarized above, Wachovia Securities selected comparable publicly traded
companies on the basis of various factors, mcludmg the size of the public company and the similarity of the lines of business. No
public company used as a comparison, however, is identical to Valor. Accordingly, these analyses are not purely mathematical, but
also involve complex considerations and Jjudgments concerning the differences in financial and operating characteristics of the
comparable companies and other factors. These factors could affect the public trading value of the comparable companies to which
Valor is being compared.

Selected Transactions Analysis, Using publicly available information and analysis prepared by Wachovia Securities, Wachovia
Securities examined selected transactions involving companies with similar types of operations as Valor announced from December
1999 to November 2004. The selected transactions were:

Target Acquiror
NTELOS Quadrangle/CVC

Verizon Communications — Hawaii The Carlyle Group

TXU Commuinications Consolidated Communications
linois Consolidated Telephone Co. Homebase Acquisition Corp.
Conestoga Enterprises D&E Communications
Verizon ~- KY ALLTEL

Verizon — AL, MO CenturyTel

Kerrville Communications VALOR Telecom

Global Crossing ILEC Citizens Communications
GTE Corp. (Illinois) Citizens Communications

The following table presents the most relevant analyses of these transactions:

Reference Implied Equity
Low High Median Multiple Range Value per Share
Enterprise Value to LTM (last
twelve months) EBITDA 6.0x 9.4x 7.4x 6.5x — 7.5x $9.15 - $13.01
Enterprise Value per Access Line $2,334 $4,370 $3,137 $3,250 — $4,000 $7.86 —-3513.34

Because the market conditions, rationale and circumstances surrounding each of the transactions analyzed were specific to each
transaction and because of the inherent differences between Valor’s businesses, operations and prospects and those of the comparable
acquired companies, Wachovia Securities believed that it was inappropriate to, and therefore did not, rely solely on the quantitative
results of the analysis. Accordingly, Wachovia Securities also made qualitative judgments concerning differences between the
characteristics of these transactions (inciuding market conditions, rationale and circumstances surrounding each of the transactions,
and the timing, type and size of each of the transactions) and the merger that could affect Valor’s acquisition value.
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Premiums Paid Analysis. Based on publicly available information, Wachovia Securities analyzed the premiums pafd in selected
comparable transactions involving publicly traded companies as of thirty (30) days prior to the announcement date of each transaction.,
The selected comparable transactions are as follows:

Target . Acquiror
First National Bankshares FL Eifth Third Bancorp
Varco International Inc. " National—Oilwell Inc.
Artesyn Technologies Inc. Bel Fuse Inc.

Cormerstone Realty Income Trust Colonial Properties Trust
Veritas Software Corp. ' ' Syma{ntec Corp.

Public Svc Enterprise Group Inc. Exelon Corp.

Gillette Co. Procter & Gamble Co.
AT&T Co. : SBC Communications Inc.
Great Lakes Chemical Corp. Crompton Corp.

Ask Jeeves Inc. TAC/ InterActive Corp.
Mykrolis Corp. Entegris Inc.

Macromedia Inc. Adobe Systems Inc.
SpectraSite Inc. American Tower Corp.
Cinergy Corp. | Duke Energy Corp.
Shurgard Storage Centers Inc. Public Storage Inc.

WEFS Financial Inc. Wachovia Corporation
Westcorp Wachovia Corporation
Medicis Pharmaceutical Corp. Mentor Corp.

The following table presents the results of this analysis:

' Implied Valor
Reference Multiple Equity Value
Low High Median Mean Range per Share
30-Day Premium (B.4H)% 35.8% 16.8% 17.3% (B.4)% - 35.8% $12.07 - $16.97

No company utilized in the premiums paid analysis is identical to Valor, nor is any transaction identical to the merger. Therefore, a
purely quantitative premiums paid analysis would not be dispositive in the context of the merger, and an appropriate use of such
analysis involves qualitative judgments concerning the differences between the characteristics of these transactions and the merger
that would affect the value of the selected companies and Valor.

Discounted Cash Flow Analysis of Valor. Wachovia Securities performed a discounted cash flow analysis for Valor on a
stand—alone basis based on financial estimates for 2006—2010 provided by the management of Valor and estimates discussed with the
management of Valor. Wachovia Securities assumed terminal value multiples ranging from 6.0x to 7.0x EBITDA in calendar year
2010 and discount rates ranging from 7.5% to 8.5%. The implied Valor equity value per share ranged from $9.62 — $13.15.

Additionally, Wachovia Securities performed a discounted cash flow analysis for Valor on a stand-alone basis based on modified
financial estimates for 2006—2010 provided by and discussed with the management of Valor. The modified estimates assumed that
Valor’s access line loss increased to 4% annually in 2006~2010. Wachovia Securities assumed terminal value multiples ranging from
6.0x to 7.0x EBITDA in calendar year 2010 and discount rates ranging from 7.5% to 8.5%. The implied Valor equity value per share
ranged from $8.01 to $11.25,

Implied Percentage Ownership Analysis

Based in part on the valuation of Valor as a stand—alone entity, Wachovia Securities then performed financial analyses to
determine the ranges of implied percentage ownership by holders of Valor common stock
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in the combined company. Wachovia Securities then compared these ranges of implied percentage ownership to the actual

post—marger ownership of 15.0% of the combined company by current holders of Valor common stock pursuant to the merger
agreement.

Implied Percentage Ownership Analysis based on Comparable Public Companies, Wachovia Securities analyzed the imiplied

equity value of Valor and Spinco using the same comparable companies as in the Valor stand—alone analysis of comparable publicly
traded companies.

Valor Implied Percentage
Ownership of Combined
Company
Reference Valor Implied Spinco Implied Equity Low;:i‘ nd ngng nd
- . Multiple Range ) Equity Value » Value 2005(E) ) Ranges Ranges =
~per 2005(E)

_AccessLines = $3,175-84,153
Enterprise Value
to 2005(E)
EBITDA
Equity Valueto
 2005(E) Free
 CashFlow

- $520-81,029 - - $5024-%7.841

$544 ~ $1,017 $4,487 - $6,922 10.8% 12.8%

$3,558-94,734

Contribution Analysis. Wachovia Securities reviewed Valor and Spinco’s respective financial contribution to the combined
company with respect to the relative contributions to access lines, EBITDA and free cash flow on an estimated basis for 2005 and on a
projected basis for 2006 based on information provided by the managements of Valor, Alltel and Spinco. The results of this analysis
indicated the following implied equity contribution by holders of Valor common stock to the combined company:

Access Lines 2005(E)-2006(P
EBITDA 2005(E)-2006¢%) R
Free Cash Flow 2005(E)-2006(®) .~ . = =

1

Debt—Adjusted Contribution Analysis. Wachovia Securities also reviewed Valor and Spinco’s respective financial contribution to
the combined company with respect to the relative contributions to access lines and EBITDA on a debt—adjusted basis for 2006 based
on information provided by the managements of Valor, Alltel and Spinco and based on a range of values of the combined company
reflected by dividend yields of 7%~-8%. In this analysis, the enterprise value of the combined company (as implied by a particular
dividend yield) was allocated to each of Valor and Alltel based on their relative contributions to access lines and EBITDA and then
adjusted by the debt contributed by each company to arrive at an implied equity contribution. The results of this analysis indicated an
implied equity contribution by holders of Valor common stock to the combined company of 9.9%—11.0% based on access lines and
11.7%-12.4% based on EBITDA.

Discounted Cash Flow Analysis of Valor and Spinco. Wachovia Securities performed a discounted cash flow analysis for each of
Valor and Spinco on a stand—alone basis based on financial estimates for 2006—2010 provided by the managements of each of Valor
and Spinco and estimates discussed with the management of Valor.,

With respect to Spinco on a stand—alone basis, Wachovia Securities assumed terminal value multiples ranging from 6.0x to 7.0x
EBITDA in calendar year 2010 and discount rates ranging from 6.75% to 7.75%. The implied Spinco equity values ranged from
$3,923 million to $5,183 million.

With respect to Valor on a stand—alone basis, Wachovia Securities assumed terminal value multiples ranging from 6.0x to 7.0x
EBITDA in calendar year 2010 and discount rates ranging from 7.5% to 8.5%. The implied Valor equity values ranged from
$684 million to $935 million.

Using the relevant values from the ranges of the implied equity values resulting from the discounted cash flow analysis for each of
Valor and Spinco on a stand—alone basis, Wachovia Securities calculated the
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followin\g implied percentages of ownership of the combined company by holders of Valor common stock after the merger:

Low End of Range High End of Range
Valor Implied Ownership
% of Combined Company 14.8% 15.3%

Additionally, Wachovia Securities performed a discounted cash flow analysis for Valor on a stand—alone basis based on modified
financial estimates for 20062010 provided by and discussed with the management of Valor. The modified estimates assumed that
Valor’s access line loss increased to 4% annually in 2006—-2010. Wachovia Securities assumed terminal value multiples ranging from
6.0x to 7.0x EBITDA in calendar year 2010 and discount rates ranging from 7.5% to 8.5%. The implied Valor equity value per share
ranged from $570 million to $800 million.

Using the relevant values from the ranges of the implied equity values resulting from the modified discounted cash flow analysis
for Valor and the discounted cash flow analysis of Spinco, each on a stand—alone basis, Wachovia Securities calculated the following
implied percentages of ownership of the combined company by holders of Valor common stock after the merger:

Low End of Range High End of Range
Valor Implied Ownership % of Combined Company 12.7% 13.4%

Pro Forma Merger Analysis

Wachovia Securities analyzed the pro forma financial impact of the merger on the combined company’s share price and
discounted cash flow value. This analysis was based on the projected financial performance of each of Valor and the combined
company for 2005-2010 based on information provided by the management of each of Valor, Alltel and Spinco to Wachovia
Securities and on an estimated 474.2 million outstanding shares. This analysis assumed, among other things, performance by the
combined company with the synergies preliminarily estimated jointly by the managements of each of Alltel, Valor and Spinco in the
amount of $50 million in 2005 on a pro forma basis and on an actual basis of $21 million in 2006, $48 million in 2007 and $50 million
in each of 2008, 2009 and 2010.

Based on the foregoing, Wachovia Securities determined the effects of the merger, including synergies, on the share price of the
combined company based on EBITDA, dividend yield and free cash flow as follows:

I Share Price Accretion/ Dilution

Newco
Reference
Multiple
Range 2005(PF) 2006(P) 2007(P) 2008(P)
EBITDA
Multiple 6.5x — 7.5x 23.4% — 35.4% 18.5% — 28.8% 20.2% - 30.7% 20.2% — 30.4%
Dividend Yield 7.0% — 8.0% 8.5% — 14.1% 8.5% — 14.1% 8.5% — 14.1% 8.5% ~ 14.1%
Free Cash Flow
Multiple 6.5x — 9.5x 21.1)Y% (26.6)% (22.5)% (23.9%)

In addition, Wachovia Securities determined that the merger, including synergies, would be approximately 1.0%—3.7% accretive
to the discounted cash flow equity value of the combined company compared to the discounted equity value of Valor on a stand—alone
basis.

Implied Post—Merger Price Per Share Analysis. Wachovia Securities performed an analysis to estimate a range of implied
post—merger price per share of Valor common stock based on a range of dividend yields. In conducting its analysis, Wachovia
Securities compared certain metrics of the combined company with similar metrics of Commonwealth Telephone, Citizens
Communications and CenturyTel. Although none of the selected companies is directly comparable to Valor, Spinco or the combined
company, the companies included were chosen because they are publicly traded companies with operations that for purposes of
analysis may be considered similar to certain operations of Valor, Spinco and the combined company. Based on this analysis,
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Wachovia Securities then estimated the implied post—merger price per share of the combined company with respect to a}range of
dividend yields of 7%—8% resulting in an implied range of share prices of $12.50-$14.29,

In performing its analyses, Wachovia Securities made numerous assumptions with respect to industry performance, general
business and economic conditions and other matters, many of which are beyond Valor’s control. No company, transaction or business
used in the analyses described above is identical to Valor or the proposed merger. Any estimates contained in Wachovia Securities’
analyses are not necessarily indicative of future results or actual values, which may be significantly more or less favorable than those
suggested by these estimates. The analyses performed were prepared solely as a part of Wachovia Securities’ analysis of the fairness,
from a financial point of view, to Valor and its stockholders, of the aggregate merger cansideration paid by Valor as of the date of the
opinion, and subject to and based on the assumptions made, procedures followed, matters considered and limitations of the review
undertaken in such opinion, of the aggregate merger consideration to be paid by Valor pursuant to the terms of the merger agreement
and were conducted in connection with the delivery by Wachovia Securities of its oral opinion, which was subsequently confirmed in
writing, dated December 8, 2005, to the Valor Board of Directors. Wachovia Securities’ analyses do not purport to be appraisals or to
reflect the prices at which Valor common stock might actually trade. The consideration to be paid by Valor pursuant to the merger
agreement was determined through negotiations between Valor, Alltel and members of their respective senior management teams and
their respective advisors, and was unanimously approved by the Valor Board of Directors. Wachovia Securities did not recommend
any specific consideration to the Valor board or that any given consideration constituted the only appropriate consideration for the
merger.

Wachovia Securities’ opinion is necessarily based on economic, market, financial and other conditions as they exist on, and can be
evaluated as of, the date thereof. Although subsequent developments may affect its opinion, Wachovia Securities does not have any
obligation to update, revise or reaffirm its opinion. Wachovia Securities’ opinion does not address the merits of the underlying
decision by Valor to enter into the merger agreement, including the relative merits of the merger compared with other business
strategies or transactions that may have been considered by Valor’s management, its Board of Directors or any committee thereof.
Wachovia Securities did not express any opinion with respect to the prices at which Valor common stock will trade following the
announcement of the merger or the prices at which Valor common stock will trade following the consummation of the merger.

Wachovia Securities is a trade name of Wachovia Capital Markets, LLC, an investment banking subsidiary and affiliate of
Wachovia Corporation. Wachovia Securities has been engaged to render certain financial advisory services to the Board of Directors
of Valor in connection with the merger, and will receive a fee for such services, $750,000 of which was payable upon delivery of the
fairness opinion, and $5,250,000 of which is payable upon consummation of the merger. In addition, Valor has agreed to reimburse
Wachovia Securities’ reasonable out—of—pocket expenses and indemnify it against certain liabilities that may arise out of its
engagement, including liability under the federal securities laws. Wachovia Securities and its affiliates provide a full range of financial
advisory, securities and lending services in the ordinary course of business for which it receives customary fees. In connection with
unrelated matters, Wachovia Securities and its affiliates (including Wachovia Corporation and its affiliates) in the past have provided
financing services to Valor, certain of its affiliates and Alltel and may provide similar or other such services to, and maintain
relationships with, Valor, certain of its affiliates and Alltel in the future. Wachovia Securities served as a co—Lead Arranger, Joint
Book-Running Manager and Syndication Agent in Valor’s $1.67 billion refinancing in October 2004, as a Senior co-Manager for
Valor’s $440 million initial public offering in February 2005 and as a co-Manager on Valor’s $400 million senior unsecured notes
offering in February 2005. Wachovia Securities and its affiliates maintain banking, finance and investment relationships with certain
affiliates of Valor, including Welsh, Carson, Anderson & Stowe, in certain of whose funds an affiliate of Wachovia Securities invests,
and Vestar Capital Partners and certain of their respective portfolio companies. For investment banking and other financial advisory
services rendered to Valor over the past two years, Valor has paid Wachovia Securities $5.5 million, which amount includes $750,000
related to the issuance of the faimess opinion discussed herein. Wachovia Securities or one of its affiliates is currently a senior
unsecured lender to Alltel. For investment banking and other financial advisory services rendered to Alltel over the past two years,
Alltel has paid
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Wachovia Securities $6.8 million. Additionally, in the ordinary course of its business, Wachovia Securities currently, and in the future
may, trade in the debt and equity securities (or related derivative securities) of Valor and Alltel for its own account and for the
accounts of its customers and, accordingly, may at any time hold a long or short position in such securities. Wachovia Securities
maintains research coverage of the equity securities of Valor and the equity and debt securities of Alltel.

Wachovia Securities’ fairness opinion is for the information and use of the Board of Directors of Valor in connection with its
consideration of the merger. Its fairness opinion does not and shall not constitute a recommendation to any holder of shares of Valor
common stock as to how such holder should vote in connection with the Merger Agreement or any other matter related thereto.

Opinion of Valor’s Financial Advisor — Bear Stearns !

Pursuant to an engagement letter, dated December 5, 2005, Valor engaged Bear Stearns to render a fairness opinion in connection
with the merger with Spinco. At a meeting of Valor’s Board of Directors held on December 8, 2005, at which the Valor Board of
Directors considered and approved the merger agreement and the merger, Bear Stearns rendered its oral opinion (which was
subsequently confirmed in a written opinion, dated December 8, 2005) that, as of sugh date and based upon and subject to the matters
reviewed with Valor’s Board of Directors and the assumptions and limitations contained in the written Bear Stearns opinion, the
aggregate consideration to be issued by Valor in the merger was fair, from a financial point of view, to Valor and the stockholders of
Valor.

The full text of the Bear Stearns opinion is attached hereto as Annex D-2. The description of the Bear Stearns opinion set forth
herein is qualified in its entirety by reference to the full text of the Bear Stearns opinion. Valor’s stockholders are urged to read the |
Bear Stearns opinion in its entirety for a description of the assumptions made, procedures followed, matters considered and
qualifications and limitations on the review undertaken by Bear Stearns. The Valor Board of Directors did not impose any limitations
on the review undertaken by Bear Stearns. The Bear Stearns opinion is subject to the assumptions and conditions contained therein
and is necessarily based on economic, market and other conditions and the information made available to Bear Stearns as of the date
of its opinion. Bear Stearns assumes no responsibility for updating or revising its opinion based on circumstances or events occurring
after the date of the Bear Stearns opinion. The Bear Stearns opinion is intended for the benefit and use of the Board of Directors of
Valor and does not constitute a recommendation to the Board of Directors of Valor or any holders of Valor common stock as to how
to vote or take any other action in connection with the merger. The Bear Stearns opinion did not address Valor’s underlying business
decision to pursue the merger, the relative merits of the merger as compared to any alternative business strategies that might have
existed for Valor or the effects of any other transaction in which Valor might engage.

In the course of performing its review and analyses for rendering its opinion, Bear Stearns:

» reviewed the merger agreement and the distribution agreement;

= reviewed the voting agreement, dated as of December 8, 2005, among Alltel, Spinco and the stockholders of Valor named
therein; '

» reviewed Valor’s Annual Reports on Form 10-K for the year ended December 31, 2004, its Quarterly Reports on Form 10-Q
for the quarters ended March 31, 2005, June 30, 2005 and September 30, 2005 and its Current Reports on Form 8-K filed since
January 1, 2005;

e reviewed Spinco’s Draft Audited Financial Statements for the years ended December 31, 2002, 2003 and 2004, its unaudited
interim consolidated balance sheet as of September 30, 2005, and the related unaudited interim consolidated income statement
and statement of cash flows for the nine months ended September 30, 2005;

« reviewed Alltel’s Annual Reports on Form 10-K for the years ended December 31, 2002, 2003 and 2004, its Quarterly Reports
on Form 10—Q for the quarters ended March 31, 2005, June 30, 2005 and September 30, 2005 and its Current Reports on
Form 8-K filed since January 1, 2005;
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= reviewed certain operating and financial information relating to Valor and Spinco’s businesses and prospects (as prepared and
furnished to Bear Stearns by Valor and Alltel’s senior managements, respectively), including projections for Valor for the six
years ended December 31, 2010 as prepared by Valor’s senior management and projections for Spinco for the three years ended
December 31, 2007 as prepared by Alltel’s management as well as certain publicly available research analyst projections for
Alltel/ Spinco for the years ended December 31, 2008, 2009 and 2010 (which research analyst projections were reviewed by and
discussed with the senior management of Valor);

« reviewed certain estimates of cost savings and other synergies estimates expected to result from the merger, as prepared and
provided to Bear Stearns by Valor’s senior management and discussed with Alltel’s senior management, including persons who
will become members of Newco’s senior management;

= met with certain members of Valor and Alltel’s senior management, including persons who will become members of Newco’s
senior management, to discuss Valor and Spinco’s respective businesses, operations, historical and projected financial results
and future prospects;

= reviewed the historical prices, trading multiples and trading volume of the common shares of Valor;

° reviewed publicly available financial data, stock market performance data and trading multiples of companies which Bear
Stearns deemed generally comparable to Valor and Spinco, as appropriate;

° reviewed the terms of recent mergers and acquisitions involving companies which Bear Stearns deemed generally comparable to
Valor;

= performed discounted cash flow analyses based on the projections for Valor and Spinco and the synergy estimates for the
combined company, including certain tax attributes available to Valor and Spinco;

= reviewed the pro forma financial results, financial condition and capitalization of the combined company giving effect to the
merger; and

= conducted such other studies, analyses, inquiries and investigations as Bear Stearns deemed appropriate.

Bear Stearns relied upon and assumed, without independent verification, the accuracy and completeness of the financial and other
information provided to or discussed with Bear Stearns by Valor, Alltel and Spinco or obtained by Bear Stearns from public sources,
including, without limitation, the projections and synergy estimates referred to above. With respect to the projections and synergy
estimates, Bear Stearns relied on representations that they have been reasonably prepared on bases reflecting the best currently
available estimates and judgments of the senior management of each of Valor and Alltel, including persons who will become members
of Newco’s senior management, respectively, as to the expected future performance of Valor, Spinco and the combined company.
Bear Stearns did not assume any responsibility for the independent verification of any such information, including, without limitation,
the projections and synergy estimates, and Bear Stearns further relied upon the assurances of the senior management of each of Valor
and Alltel, including persons who will become members of Newco’s senior management, that they were unaware of any facts that
would make the information, projections and synergy estimates incomplete or misleading.

In arriving at its opinion, Bear Stearns did not perform or obtain any independent appraisal of the assets or liabilities (contingent or
otherwise) of Valor and Spinco, including assets and liabilities that will be contributed to or assumed by Spinco or any of its
subsidiaries pursuant to the distribution agreement, nor has Bear Stearns been furnished with any such appraisals. Bear Stearns
assumed that the distribution will qualify as a tax—free distribution pursuant to Section 355 of the Code and the merger will qualify as
a tax—free “reorganization” within the meaning of Section 368(a) of the Code. Bear Stearns assumed that the contribution, the
distribution and all of the transactions described in the distribution agreement would be consummated in a timely manner and in
accordance with the terms of the distribution agreement, without any limitations, restrictions, conditions, amendments or
modifications, regulatory or otherwise that collectively would have a material adverse effect on Valor or Spinco. Bear Stearns further
assumed that the merger would be consummated in a timely manner and in accordance with the terms of the merger agreement,
without any
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limitations, restrictions, conditions, amendments or modifications, regulatory or otherwise that collectively would have a material
adverse &ffect on Valor or Spinco.

Summary of Financial Analyses

The following is a summary of the material financial analyses performed by Bear Stearns in connection with the rendering of its
faimess opinion to the Valor Board of Directors. Some of the financial analyses summarized below include information presented in
tabular format. In order to understand fully Bear Stearns’ financial analyses, the tables must be read together with the text of the
summary. The tables alone are not a complete description of the financial analyses. Considering the tables alone could create a
misleading or incomplete view of Bear Stearns’ financial analyses.

Spinco Valuation

Bear Stearns analyzed the value of Spinco using the implied trading multiples of selected public companies and a discounted cash
flow analysis. For purposes of Bear Stearns’ review, Bear Stearns utilized, among other things, projections of the future financial
performance of Spinco through 2010. The Spinco projections for 2005, 2006 and 2007 were prepared by the management of Alltel and
the Spinco projections for 2008, 2009 and 2010 were based on publicly available research analyst projections and were reviewed by
the management of Valor.

Selected Comparable Public Companies Analysis. Bear Stearns reviewed and analyzed selected public companies in the wireline
communications business that it viewed as reasonably comparable to Spinco based on Bear Stearns’ knowledge of the wireline
communications industry. In performing these analyses, Bear Stearns reviewed and analyzed certain financial information (including
equity value, enterprise value, “EBITDA” (defined as earnings before interest, income taxes, depreciation and amortization), access
lines, Actual Levered Free Cash Flow (“Actual LFCF”) (defined as EBITDA less capital expenditures less net interest expense less
cash taxes assuming utilization of net operating losses and amortization of tax deductible goodwill), Normalized Levered Free Cash
Flow (“Normalized LFCF”) (defined as defined as EBITDA less capital expenditures less net interest expense less cash taxes
assuming no utilization of net operating losses and no amortization of tax deductible goodwill)) and valuation multiples and compared
such information to the corresponding information of the comparable companies.

Specifically, Bear Stearns compared Spinco to six publicly traded high—dividend paying wireline companies and two publicly
traded non—high dividend paying wireline companies. To the extent publicly available, for each of these companies, Bear Stearns
reviewed the enterprise value as of December 6, 2005 as a multiple of 2005 and 2006 estimated EBITDA and 2005 and 2006
estimated access lines. Also, to the extent publicly available, for each of these companies, Bear Stearns reviewed the equity values as
of December 6, 2005 as a multiple of 2005 and 2006 Actual LFCF and 2005 and 2006 estimated Normalized LFCF. Lastly, to the
extent publicly available, for each of these companies, Bear Stearns reviewed “Dividend Yield” (defined as current annual dividend
per share as a percentage of the per share stock price) as of December 6, 2005.

The wireline communications companies were:

+ Alaska Communications Systems Group, Inc.;

+ Citizens Communications Company (“Citizens”);
+ Consolidated Communications Holdings, Inc.;

« FairPoint Communications, Inc.;

*» Jowa Telecommunications Services, Inc.;

* Valor Communications Group, Inc.;

* CenturyTel, Inc. (“CenturyTel”); and

» Commonwealth Telephone Enterprises, Inc.
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In particular, of the companies listed above, Bear Stearns viewed Citizens and CenturyTel as most comparable to Spinco based on
Bear Stearns’ knowledge of the wireline communications industry. The table below summarizes the comparable company trading
multiples that were reviewed and analyzed by Bear Stearns: !

Selected Comparable Public Companies Trading Multiples

All Comparable
Citizens

Enterprise Value as a Multiple of: s rea e e
2005E EBITDA

‘2006E EBITDA -5, 6x 80x ok

2005E Access Lmes $2 191 — $4, 009

- '2006E Access Lines $2.204 = %4,115
Equlty Value as a Multlple of ) o

~2005E Actual LECF .. LI =9Tx v

2006E Actual LFCF

~ 2005E Normalized LFCF |

2006E Normaliz

Dividsénd’iﬁiiéid

Based on the foregoing, Bear Stearns determined a reference range for each the above valuation parameters for Spinco:

Spinco Valuation Parameters Reference Range

Enterprise Value as a Multipleof: =~ =
2005E EBITDA
 2006E EBITDA

) 2005E Access L es
- 2006E Access Lines

Eqmty Value as a Multlple of

00SE Actual LFCF
* 2006E Actual LFCF
20058 Normahzed LFCF
2006E Norm

Dividend Yield

Bear Stearns applied each valuation parameter range to the corresponding financial estimate for Spinco to calculate Spinco’s
trading multiple implied enterprise value. The resulting implied enterprise values ranged from approximately $8,645 million to
$10,575 million, which implied per share values of $10.95 to $15.74 for Spinco, assuming Spinco has 403.1 million shares
outstanding based on the aggregate consideration to be received by stockholders of Spinco in the merger.

Discounted Cash Flow Analysis. Bear Stearns performed an analysis of the present value of the cash flows available to equity
holders that Spinco could generate over fiscal years 2006 through 2010.

For Spinco’s business, Bear Stearns applied terminal value multiples ranging from 6.5x to 7.5x to Spinco’s projected 2010
EBITDA. Bear Stearns chose these terminal value multiples based on (i) the implied perpetual growth rates of free cash flow derived
from such multiples that Bear Stearns determined to be reasonable, (ii) Bear Stearns’ review of trading data for comparable public

companies and (jii) Bear Stearns’ overall experience in valuing wireline communications companies. The cash flows were then
discounted to
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present value using a weighted average cost of capital, or WACC, of 7.00% to 8.00%. The resulting implied equity values were
$4,641 million to $5,911 million, which implied per share values of $11.51 to $14.66 for Spinco.

Spinco Valuation Reference Range. Based on the Selected Comparable Public Companies Analysis and Discounted Cash Flow
Analysis, Bear Stearns determined the appropriate equity value per share reference range for Spinco to be $12.00 to $14.00.

Valor Valuation

Since Spinco will contribute a vast majority of the financial performance of the pro forma combined company, Bear Stearns
analyzed the value of Valor by assuming the Spinco equity value per share reference range was given as consideration to the common
stockholders of Valor. Bear Stearns also analyzed the value of Valor using implied multiples from selected precedent merger and
acquisition transactions and a discounted cash flow analysis. For purposes of Bear Stearns’ review, Bear Stearns utilized, among other
things, projections of the future financial performance of Valor through 2010, as prepared by the management of Valor.

Market Value Analysis. Based on the Spinco equity value per share reference range of $12.00 to $14.00, Bear Stearns assessed the
implied premium/(discount) to Valor’s stock price as of December 6, 2005, Valor’s average stock price for the 20~trading days prior
to and including December 6, 2005, Valor’s stock price as of November 23, 2005 and Valor’s average stock price for the 20—trading
days prior to and including November 23, 2005. Bear Stearns considered Valor’s stock price as of November 23, 2005 to be relevant
because November 23, 2005 was the last trading day prior to a press release published on November 24, 2005 regarding a potential
upcoming transaction between Spinco and Valor, Citizens or CenturyTel.

Implied Premium/(Discount) to Market Value
Per Share Valuation Reference Range

$12.00 81400

Asof December 6,2005; . S0

. CumentPrice

.20-Day Average Price =~ ..

As of November 23, 2005: —— i L

oCumentPrice. L e e 82% o 204%
20-Day Average Price ’ ' (1.99% 14.5%

aa% 150%
0% 170%

Selected Precedent Merger and Acquisition Transactions. Bear Stearns reviewed and analyzed selected precedent merger and
acquisition transactions involving recent wireline communications transactions based on Bear Stearns’ determination that the
transactions were reasonably comparable to the merger. In performing these analyses, Bear Stearns reviewed and analyzed certain
financial information (including transaction value) and transaction multiples relating to Valor and compared such information to the
corresponding information of the companies involved in such precedent transactions. Specifically, Bear Stearns reviewed 37 access
line purchase transactions since January 3, 2000. Bear Stearns divided the transactions universe into two groups: (a) “Most
Comparable Transactions” (listed by the acquirer followed by the acquired company/assets and the date these transactions closed) and
(b) “Other Transactions.” To the extent publicly available, Bear Stearns reviewed the transaction enterprise values as a multiple of
EBITDA for the last twelve months, or LTM, and as a multiple of access lines.

The precedent transactions in the “Most Comparable Transactions” group were:
» The Carlyle Group/ Verizon Hawaii Inc. — May 2, 2005;
» Consolidated Communications Holdings, Inc./ TXU Corp. — April 14, 2004;

» Alltel Corporation/ Verizon Communications Inc. (Kentucky) — August 1, 2002;
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* Homebase Acquisition Texas Corp./ Illinois Consolidated Telephone Co. — December 31, 2002; and
* CenturyTel, Inc./ Verizon Communications Inc. (Alabama and Missouri) — July 1, 2002 and August 31, 2002.

Bear Stearns calculated the following multiples for the recent wireline transactions used in its analysis:

Recent Wireline Transaction Multiples
Transaction Value as Multiple of: |

! LT™M . .
EBITDA Access Lines

Most Comparable Transactions:
.. High
- :Mean:

Based on the foregoing, Bear Stearns determined an LTM EBITDA multiple reference range of 6.7x to 7.8x and access lines
multiple reference range of $2,900 to $3,200 for the transactions and applied the ranges to the projected 2005 EBITDA and 2005
access lines, respectively, for Valor. The resulting implied equity value per share for Valor was calculated to be $9.91 to $14.15, based
on the EBITDA multiple reference range, and $5.30 to $7.49, based on the access line multiple reference range.

Discounted Cash Flow Analysis. Bear Stearns performed an analysis of the present value of the cash flows available to equity
holders that Valor could generate over fiscal years 2006 through 2010. For Valor’s business, Bear Stearns applied terminal value
multiples ranging from 6.00x to 7.00x to Valor’s projected 2010 EBITDA, as provided by the management of Valor. Bear Stearns
chose these terminal value multiples based on (i) the implied perpetual growth rates of free cash flow derived from such multiples and
the corresponding range of implied perpetual growth rates of free cash flow that Bear Stearns determined to be reasonable, (ii) Bear
Stearns’ review of trading data for comparable public companies and (iii) Bear Stearns’ overall experience in valuing wireline
companies. The cash flows were then discounted to present value using a WACC of 7.25% to 8.25%. Valor’s various tax attributes
were valued separately in this analysis. The resulting implied equity values ranged from approximately $806 million to
$1,067 million, which implied per share values of $11.33 to $15.01 for Valor.

Transaction Combination Analysis

Synergies. Based on information provided by the management of Valor, Bear Stearns assumed potential operating expense
synergies ranging from $19.7 million in 2006 to $52.0 million in 2010. Bear Stearns estimated that these potential operating expense
synergies have a net capitalized value of approximately $422.0 million to $533.9 million.
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Relative Contribution Analysis. Bear Stearns performed a contribution analysis, assuming no synergies, showing the percentages
of access lines for fiscal year 2005 and projected EBITDA, Normalized LFCF and Aétual LFCF for fiscal years 2005 through 2007
that are projected to be contributed by Valor and Spinco to the pro forma results for the combined company. The following tables set '
forth the results of such analysis:

Access Lines

, 2005E
Valor ! 15.3%
Spinco : ! 84.7%
EBITDA
~2005E ~2006E —2007E
Valor { 16.3% 16.3% 16.5%
Spinco : 83.7% 83.7% 83.5%
Normalized LFCF Contribution
_2003E . _2006E = 2007E
: s e . 172% e 167% “":'16-0%"
Spinco 82.8% 83.3% 84.0%
Actual LECF Contribution
~2005E ~2006E —2007E__
Valor 18.7% 20.0% 19.7%
Spinco 81.3% 80.0% 80.3%

The percentages of access lines and EBITDA set forth in the tables above that are projected to be contributed to the pro forma
combined company by Valor were compared to the 17.8% interest that Valor’s common stockholders will have in the combined
company’s enterprise value (assuming that the combined company’s per share stock is valued at the mid—point of the Bear Stearns
reference range for Spinco’s equity value per share, or $13.00 per share). Further, the percentage of Normalized LFCF and Attual
LFCF, set forth in the above table, that is projected to be contributed to the pro forma combined company by Valor was then
compared to the 15.0% interest that Valor’s common stockholders will have in the combined company.

Bear Stearns also performed a contribution analysis, assuming operating expense synergies, showing the percentages of projected
access lines for fiscal year 2005 and EBITDA, Normalized LFCF and Actual LFCF for fiscal years 2005 through 2007 that are
projected to be contributed by Valor and Spinco to the pro forma results for the combined company. The results of this analysis did
not materially differ from the results of the contribution analysis, assuming no synergies, shown above.

Discounted Cash Flow Accretion/(Dilution) Analysis. Bear Stearns prepared a discounted cash flow valuation accretion/(dilution)
analysis by comparing the stand-—alone discounted cash flow equity values of Valor and Spinco to the implied value of each
company’s respective ownership in the pro forma combined company. For the purpose of preparing the pro forma combined company
discounted cash flow accretion/(dilution) analysis, both with and without the impact of potential operating synergies, Bear Stearns
assumed the terminal EBITDA multiple range used in the Spinco stand—alone discounted cash flow analysis and a WACC range of
6.75% to 7.75%. The table below summarizes the results of Bear Stearns discounted cash flow accretion/(dilution) analysis.
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Discounted Cash Flow Equity Value Accretion/(Dilution) Analysis

With Potential
No Synergies Synergies
Valor 0.9% — 3.3% 7.8% — 11.6%
Spinco 2.4% —2.7% 9.8% — 10.7%

Pro Forma Financial Analysis. Bear Stearns analyzed the potential pro forma impact of the merger on Valor’s projected credit
profile, “Dividend Payout Ratio” (defined as total annual dividend as a percentage of Actual LFCF), net income per share, EBITDA
and Actual LFCF growth rates, and Actual LFCF per share. Bear Stearns observed that without synergies the pro forma combined
company is expected to have a net debt to EBITDA leverage ratio that is approximately 0.8x to 0.9x lower for 2005 through 2010 than
Valor is expected to have on a stand—alone basis. In addition, Bear Stearns noted that without synergies the pro forma combined
company is expected to have a Dividend Payout Ratio that is approximately 5.3% to 12.9% lower for 2005 through 2010 than Valor is
expected to have on a stand—alone basis. If potential synergies had been included in these analyses, the pro forma combined
company’s expected net debt to EBITDA leverage ratio and Dividend Payout Ratio would be even lower.

With potential synergies, the pro forma combined company is expected to have higher net income per share for 2005 through 2007
and without potential synergies the pro forma combined company is expected to have higher net income per share for 2005 and 2006
and lower net income per share for 2007 than Valor is expected to have on a stand—-alone basis. Bear Stearns observed that without
potential synergies the pro forma combined company is expected to have a lower EBITDA cumulative average growth rate from 2005
to 2007 than Valor is expected to have on a stand—alone basis and that with potential synergies the pro forma combined company is
expected to have a higher EBITDA cumulative average growth rate from 2005 to 2007 than Valor is expected to have on a
stand—alone basis. Bear Stearns also noted that both with and without potential synergies the pro forma combined company is
expected to have a lower Actual LFCF cumulative average growth rate and lower Actual LFCF per share from 2005 to 2007 than
Valor is expected to have on a stand-alone basis.

In connection with rendering its opinion, Bear Stearns performed a variety of financial analyses. The preparation of a fairness
opinion involves various determinations as to the most appropriate and relevant methods of financial analysis and the application of
these methods to the particular circumstances and, therefore, such an opinion is not readily susceptible to a partial analysis or
summary description. Bear Stearns arrived at its ultimate opinion based on the results of all analyses undertaken by it and assessed as
a whole and believes that the totality of the factors considered and analyses performed by Bear Stearns in connection with its opinion
operated collectively to support its determination as to the faimess of the aggregate consideration to be issued by Valor in the merger
to the stockholders of Alitel. Accordingly, notwithstanding the analyses summarized above, Bear Stearns believes that its analyses
must be considered as a whole and that selecting portions of the analyses and factors considered by it, without considering all such
analyses and factors, or attempting to ascribe relative weights to some or all such analyses and factors, could create an incomplete or
misleading view of the evaluation process underlying the Bear Stearns opinion. Bear Stearns did not assign any specific weight to any
of the analyses described above and did not draw any specific conclusions from or with regard to any one method of analysis.

In performing its analyses, Bear Stearns considered industry performance, general business and economic conditions and other
matters, many of which are beyond the control of Valor, Alltel and Bear Stearns. The analyses performed by Bear Stearns are not
necessarily indicative of actual values or actual future results, which may be significantly more or less favorable than suggested by
such analyses. Accordingly, such analyses are inherently subject to substantial uncertainty.

None of the public companies used in the comparable company analysis described above are identical to Valor or Spinco, and
none of the precedent transactions used in the precedent transactions analysis described above are identical to the merger.
Accordingly, an analysis of publicly traded comparable companies and comparable precedent transactions is not mathematical; rather
it involves complex considerations and judgments concerning the differences in financial and operating characteristics of the
companies and
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precedent transactions and other factors that could affect the value of Valor or Spinco and the public trading values of the companies
and prec\edent transactions to which they were compared. The analyses do not purport to be appraisals or to reflect the prices at which
any securities may trade at the present time or at any time in the future.

The type and amount of consideration payable in the merger were determined through negotiations between Valor and Alltel and
approved by the Valor Board of Directors. Bear Stearns did not express any opinion as to the price or range of prices at which the
shares of common stock of Valor may trade subsequent to the announcement or consummation of the merger. The decision to enter
into the merger agreement was solely that of the Valor Board of Directors. The analyses do not purport to be appraisals or to reflect
the prices at which any securities may trade at the present time or at any time in the future. In addition, the Bear Stearns opinion was
just one of the many factors taken into consideration by the Valor Board of Directors. Consequently, Bear Stearns® analysis should not
be viewed as determinative of the decision of the Valor Board of Directors or Valor’s management with respect to the fairness of the
aggregate consideration to be issued by Valor in the merger.

Bear Stearns is an internationally recognized investment banking firm and is continually engaged in the valuation of businesses
and their securities in connection with mergers and acquisitions, negotiated underwritings, secondary distributions of listed and
unlisted securities, private placements, leveraged buyouts and valuations for estate, corporate and other purposes.

Bear Stearns was selected by the Valor Board of Directors to render a fairness opinion because of its expertise and reputation in
investment banking and mergers and acquisitions and its familiarity with Valor, Alltel and the wireline industry. Bear Stearns received
an aggregate fee for such services of approximately $1 million, none of which was contingent on successful consummation of the
merger. Valor also agreed to reimburse Bear Stearns for certain out—of—pocket expenses incurred in connection with the engagement,
including the reasonable fees of and disbursements to its legal counsel. In addition, Valor agreed to indemnify Bear Stearns against
certain liabilities, including liabilities under the federal securities laws, relating to or arising out of its engagement.

Bear Stearns had been previously engaged by Valor to provide certain investment banking and other services. In connection with
such services Bear Stearns has received compensation of approximately $1.1 million during the past two years. During the past two
years, Bear Stearns has not provided investment banking or financial advisory services to Alltel. Bear Stearns may be currently
engaged, and in the past has been engaged, by Welsh, Carson, Anderson & Stowe and Vestar Capital Partners or their affiliates
(collectively, the “Financial Sponsors™) to provide certain investment banking and other services in matters unrelated to the merger. In
addition, various individuals and entities affiliated with Bear Stearns may have passive minority investments in the Financial
Sponsors. In the ordinary course of business, Bear Stearns and its affiliates may actively trade the equity and debt securities and/or
bank debt of Valor and Alltel for its own account and for the account of its customers and, accordingly, may at any time hold a long or
short position in such securities or bank debt.

Alltel’s Reasons for the Spin—Off and the Merger

In reaching its decision to approve the spin—off and merger, the Alitel board of directors consulted with its financial and legal
advisors and considered a wide variety of factors, including the following:

« the belief that the separation of the wireless and wireline segments will better position each to take advantage of emerging
strategic, operational and financial opportunities, thereby enhancing stockholder value;

» the expectation that Alitel will receive cash proceeds and debt reduction totaling about $4.2 billion resulting from the spin—off,
which will result in Alltel having net debt of about $1.2 billion and being levered at about 0.5 times net debt to operating income
before depreciation and amortization;

« the potential value created for Alltel stockholders who, in the aggregate, will hold 85% of the outstanding shares of Newco
immediately following the merger;
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* the potential positive financial impact resulting from such a combination (including, without limitation, an expected gain of

$40 million in net annual synergies from the combination) the benefit of which would be passed on to Alltel stockholders !
through the spin—off and merger; .

« the potential to create a market leader in the rural wireline telecommunications industry;

« the tax—efficient structure for Alltel and Alltel’s stockholders of the proposed spin—off and immediate merger of Spinco with and
into Valor; and :

= the expectation that Newco will pay an annual dividend of $1 per share of corr}moh stock, which equals $1.04 per equivalent
Alltel share. ' '

The Alltel board of directors also considered certain countervailing factors in its deliberations concerning the spin—off and merger,
including the possibility that the increased revenues and earnings expected to result for Newco from the merger would fail to .
materialize and the potential impact that would have on Alltel stockholders receiving Newco common shares in the transaction.

The foregoing discussion of the information and factors discussed by the Alltel board of directors is not meant to be exhaustive but
is believed to include all material factors considered by it. The Alltel board of directors did not quantify or attach any particular weight
to the various factors that it considered in reaching its determination that the terms of the spin—off and merger are fair to, and in the
best interests of, Alltel and Alltel stockholders. Rather, the Alltel board of directors viewed its position as being based on the totality
of the information presented to and considered by it. As a result of the consideration of the foregoing and other relevant _
considerations, the Alltel board of directors determined that the spin—off and merget, including the terms of the merger agreement,
distribution agreement and the other agreements relating to the merger, are fair to, and in the best interests of, Alltel and Alltel
stockholders.

Board of Directors and Management of Newco After the Merger

The merger agreement provides that, as of the completion of the merger, the Board of Directors of Newco will consist of nine
individuals: Francis X. Frantz, who most recently served as the Executive Vice President — External Affairs, General Counsel and
Secretary of Alltel, Jeffery R. Gardner, who most recently served as Executive Vice President — Chief Financial Officer of Alltel, six
other persons to be named by Alltel and one person to be named by Valor. Additionally, the merger agreement provides that, as of the
completion of the merger, Mr. Frantz will serve as Chairman of the Board of Newco. Valor has designated Anthony J. de Nicola as its
board member and Alltel has selected Dennis E. Foster as one of its designees to the Newco board. Alitel will select its remaining
designees to the Newco board prior to mailing of this proxy statement/ prospectus—information statement to Valor’s stockholders.

[

The merger agreement also provides that, as of completion of the merger, Mr. Frantz will serve as Chairman of Newco,
Mr. Gardner will serve as the President and Chief Executive Officer and Brent K. Whittington, who most recently served as senior
vice president of operations support for Alltel, will serve as Executive Vice President and Chief Financial Officer. The other initial
officers of Newco will consist of individuals selected by Alltel. Alltel has already named John P. Fletcher as Executive Vice President
and General Counsel, Michael D. Rhoda, who most recently served as vice president — wireline regulatory & wholesale services for
Alltel, as Senior Vice President — Governmental Affairs, Robert G. Clancy, Jr., who most recently served as vice president of
investor relations for Alltel, as Senior Vice President and Treasurer and Susan Bradley, who most recently served as vice president of
human resources for Alltel, as Senior Vice President — Human Resources.

The merger agreement had contemplated that Mr. John Koch (the former president of Alltel’s wireline operations) would serve as
Chief Operating Officer of Newco. Instead, Alltel and Valor expect to select a replacement for Mr. Koch prior to completion of the
merger to serve in that capacity.
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Interests of Certain Persons in the Merger :

In considering the Valor Board of Directors’ determination to approve the merger agreement and to recommend that Valor
stockholders vote to adopt the merger agreement, to approve the amendment to Valor’s certificate of incorporation pursuant to the
merger increasing the authorized number of shares of Valor common stock and.to approve the issuance of Valor common stock to
Alltel stockholders pursuant to the merger, Valor stockholders should be dware of potential conflicts of interest of, and the benefits
available to, certain Valor stockholders, directors and officers. These stockholders, directors and officers may have interests in the
merger that may be different from, or in addition to, the interests of Valor stockholdlers hs a result of, among other things:

* Anthony J. de Nicola, Valor’s current Chairman of the Board of Directors, is expected to be appointed to the board of Newco;
* John J. Mueller, Valor’s current chief executive officer, is expected to enter into a consulting agreement with Newco;
« W. Grant Raney and Cynthia B. Nash, current executive officers of Valor, are gxpected to accept employment with Newco;

= a portion of the following executive officers’ cash awards and shares of restrictéd stock that were scheduled to vest january 1,
2007, shall vest upon the consummation of the merger:

/ Number of Shares
of Restricted

Stock Subject to

Amount of Cash
Award

Name of Executive
Jerry E. Vaughn o ‘
W.GrantRaney, 0 oo
William M. Ojile, Jr.
Cynthia B. Nash

« the severance benefits payable to Messrs. Mueller, Raney and Ojile and Ms. Nash for termination of employment by Valor
without “Cause” or by the executive officer for “Good Reason,” as each such term is defined in their employment agreements
with Valor, were increased from 18 months of base salary to 24 months. Also, the bonus payment prescribed in the executive
officers’ employment agreements were increased to two times annual target bonus;

t

« the acceleration of vesting of restricted stock grants scheduled to vest in 2008 and beyond for Messrs. Mueller, Ojile and
Vaughn, Valor executive officers who will not remain employed by Newco; and

* prior to the completion of the merger, Valor Securityholders’ Agreement with certain of its stockholders will be amended so that
persons affiliated with Welsh, Carson, Anderson & Stowe, or WCAS and Vestar Capital Partners, who collectively own
approximately 41% of Valor’s outstanding common stock, will receive the following benefits:

* Neweco will file and use reasonable best efforts to have declared effective an “evergreen” Shelf Registration Statement
permitting sales of securities of Newco by WCAS and Vestar as soon as practicable after consumnmation of the merger;

* if requested by the holders of at least 50% of the outstanding securities initially held by WCAS, Vestar and their respective
affiliates, Newco will conduct one underwritten offering, including management participation in road shows and similar
customary obligations;

* WCAS and Vestar will have customary piggyback registration rights in connection with any registration by Newco of sales of
its equity securities (other than on Forms S—4 or S—8), whether for
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Newco’s own account or for the benefit of one or more stockholders exercising demand registration rights; and

* Newco will pay customary fees and expenses of registrations.

Director and Officer Indemnification and Insurance. In addition, under the terms of the merger agreement, Alltel and Valor agreed
that all rights to indemnification as provided in Valor’s Certificate of Incorporation or Bylaws in favor of persons who are or were
directors, officers or employees of Valor will survive for a period of six years following the merger. The parties also agreed that for a
period of six years following the merger, Newco will indemnify the current and former directors, officers or employees of Valor to the
fullest extent permitted by applicable law. The merger agreement further requires that, for six years following the effective time of the
merger, subject to certain limitations, Newco will maintain coverage under a director and officer liability insurance policy, with
respect to claims arising from facts or events that occurred on or before the effective time of the merger, at a level at least equal to that

which Alltel is maintaining prior to the merger, except that Newco will not be required to pay an annual premium for such insurance
in excess of $2,000,000.

Regulatory Approvals
Telecommunications Regulatory Approvals

The transactions contemplated by the merger agreement will require the consent of the public service or public utilities
commissions of the following states in their capacities as regulators of CLEC and ILEC operations of Alltel and Valor: Florida,
Georgia, Kentucky, Mississippi, Missouri, Nebraska, New York, North Carolina, Ohio, Pennsylvania, South Carolina and Texas.
Although the scope of matters that must be approved varies by state, the foregoing approvals are generally required for (i) the change
of control of Alltel’s CLEC and ILEC subsidiaries, which will be deemed to occur in connection with the contribution and distribution
transactions described elsewhere in this proxy statement/ prospectus—information statement, and (ii) the guarantee of indebtedness or
the grant of security interests by Spinco and Valor’s CLEC and ILEC subsidiaries in connection with the financing of Valor following
completion of the merger. The parties must also obtain state regulator approval of the transfer to Spinco of the long distance customers
and certificates of authority of Alltel, or the issuance to Spinco of new certificates of authority, in all states except Alaska.

Valor and Spinco completed the filing of all of the applicable applications that were required to be filed prior to completion of the
merger for the authority and approval with respect to the ILEC operations in January 2006 and expect to complete the remaining of
such filings in March 2006. The North Carolina Utilities Commission granted its approval on February 22, 2006. The parties expect
that the remaining applicable state regulators will make a determination on these applications no later than the second quarter of 2006.
In addition, following completion of the merger Newco will be required to file an application seeking approval of the transactions
from the Texas public utilities commission. It is anticipated that Newco will file this application promptly upon completion of the
merger. Following the filing of such applications, other parties such as consumer groups, labor unions representing employees of
Alltel or Valor, competitors and other groups may file protest applications to raise concerns or to object to the transactions. After the
filing of the applications and any protests, state law or administrative rule may allow regulators discretion on whether to conduct
hearings on the matters and, if hearings are required, the parties will conduct discovery, prepare and file testimony and briefs to further
support the applications, and attend hearings on the matters. Following the conclusion of the applicable state procedures, each state
regulator will make a determination on the application for its state. These state approvals generally require the parties to demonstrate
that the transactions are for a proper purpose and are consistent with the public interest, convenience and necessity, and that Spinco or

its applicable subsidiary will have the financial, technical and managerial abilities to provide reasonable service to the public in such
state. '

In addition, under the Communications Act of 1934, before the completion of the merger, the FCC must approve the transfer to
Valor of control of Spinco and those subsidiaries of Spinco that hold FCC licenses and authorizations. Valor and Spinco filed transfer
of control applications with the FCC on December 21, 2005 and received the FCC’s approval of the merger on February 1, 2006.
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The parties believe that the transactions will produce benefits for the states in which Newco will conduct its operations, the
citizens of such states and the customers of the telecommunications businesses of Newco. While the parties believe that the
transactions satisfy the applicabie regulatory standards for the foregoing approvals, there can be no assurances that the state regulators'
will grant such approvals or will not attempt to impose conditions to such approval.

Each party’s obligations to complete the merger are subject to receipt of thé consents of the above referenced state regulators that,
if not obtained, would reasonably be expected to have a material adverse effect on Valor, Alltel or Spinco. The merger agreement
provides that each party to the merger agreement, subject to customary limitations, will,use its reasonable best efforts to take promptly
all actions and to assist and cooperate with the other parties in doing all things necessary, proper or advisable under applicable laws
and regulations to consummate the merger and the transactions contemplated by the merger agreement. Alltel, Spinco and Valor also
agreed to use all reasonable efforts to resolve any objections or challenges from a regulatory authority.

United States Antitrust Laws |

+

Under the Hart-Scott—Rodino Antitrust Improvements Act of 1976, as amended, or HSR Act, and the rules promulgated under
that act by the FTC, the spin—off and the merger may not be completed until notifications have been given and information furnished
to the FTC and to the Antitrust Division and the specified waiting period has been terminated or has expired. Valor and Spinco each
filed notification and report forms under the Hart—Scott—Rodino Act with the FTC and the Antitrust Division on December 21, 2005.
On January 3, 2006, the FTC notified the parties that early termination of the specified waiting period had been granted. At any time
before or after completion of the spin—off and the merger, the FTC or the Antitrust Division could take any action under the antitrust
laws as it deems necessary or desirable in the public interest, including seeking to enjoin completion of the spin—off and the merger or
seeking divestiture of substantial assets of Valor or Spinco. The spin—off and the merger also are subject to review under state antitrust
laws and could be the subject of challenges by private parties under the antitrust laws.

Accounting Treatment

SFAS 141 “Business Combinations” requires the use of the purchase method of accounting for business combinations. In applying
the purchase method, it is necessary to identify both the accounting acquiree and the accounting acquiror. In a business combination
effected through an exchange of equity interests, such as the merger transaction between Valor and Spinco, the entity that issues the
interests (Valor in this case) is generally the acquiring entity. In identifying the acquiring entity in a combination effected through an
exchange of equity interests, however, all pertinent facts and circumstances must be considered, including the following:

» The relative voting interests in the combined entity after the combination. In this case shareholders of Alltel, the sole st;areholder
of Spinco, will receive approximately 85% of the equity ownership and associated voting rights in the combined entity.

* The composition of the governing body of the combined entity. In this case the merger agreement provides that the composition
of the Board of Directors of the surviving company will be largely determined by Alltel and/or Spinco.

* The composition of the senior management of the combined entity. In this case the merger agreement provides that the senior
management of the combined entity was to be exclusively determined by Alltel and/or Spinco.

While Valor is the legal acquiror and surviving registrant in this merger, Spinco is determined to be the accounting acquiror in this
combination based on the facts and circumstances outlined above. Spinco will apply purchase accounting to the assets and liabilities of
Valor upon consummation of the merger. Upon completion of the merger, the historical financial statements of the combined company
will be those of Spinco.
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Federal Securities Law Consequences; Resale Restrictions

Valor common stock issued pursuant to the merger will not be subject to any restrictions on transfer arising under the Securities
Act of 1933, except for shares issued to any Valor stockholder who may be deemed to be an “affiliate” of Valor for purposes of
Rule 145 under the Securities Act. It is expected that each affiliate will agree not to transfer any Valor common stock received
pursuant to the merger except in compliance with the resale provisions of Rule 144 or 145 under the Securities Act or as otherwise
permitted under the Securities Act. The merger agreement requires Valor to use its reasonable best efforts to cause its affiliates to
enter into such agreements.

However, under the terms of the merger agreement, Newco is obligated to file and will use reasonable best efforts to have declared
effective an “evergreen” shelf registration statement permitting sales of securities of Newco by WCAS and Vestar as soon as
practicable after consummation of the merger (provided that WCAS will not be able to sell shares of Newco prior to the expiration of
the lock—up referred to above in the section titled “Amendment of Company Securityholders Agreement”) which will remain effective
unti]l each of WCAS and Vestar can sell all of its Valor securities under Securities Act Rule 144 without volume limitations.

No Appraisal Rights

Neither Valor nor Alltel stockholders will be entitled to exercise appraisal rights or to demand payment for their shares in
connection with the merger.

Name Change; Listing

Before the compietion of the merger, Valor has agreed to use its reasonable best efforts to cause the shares of Valor common stock
to be issued pursuant to the merger to be authorized for listing on the NYSE. Immediately following completion of the merger, the
Board of Directors will merge a wholly—owned subsidiary of the surviving company into the company and, in connection with such
merger, change the name of the company from “Valor Communications Group, Inc.” to “[ » 1.” On the same day, the company will
file a restated certificate of incorporation with the Delaware Secretary of State reflecting the name change. Shares of [ = ] will be
traded on the NYSE under the new trading symbol [ ¢ ].

Dividend Policy of Newco

The merger agreement provides that the initial dividend policy of Newco (which may be changed at any time by Newco’s Board
of Directors) will provide for the payment, subject to applicable law, of regular quarterly dividends on each issued and outstanding
share of common stock of $0.25 per share. However, Newco stockholders may not receive any dividends following completion of the
merger as a result of the following factors:

» while the merger agreement contemplates the payment of a $0.25 per share quarterly dividend, this policy could be modified or
revoked by Newco’s Board of Directors at any time in its sole discretion;

= the amount of dividends distributed will be subject to covenant restrictions under Newco’s new senior secured credit facility
which will restrict its ability to take certain action with respect to dividends and payments in respect of capital stock, with the
exception of dividends up to the sum of excess free cash flow and net cash equity issuance proceeds so long as the pro forma
leverage ratio does not exceed 4.50 to 1.0;

= the amount of dividends distributed will be subject to restrictions under Delaware law pursuant to which the Newco Board of
Directors will be permitted to declare dividends only to the extent of a “surplus” (which is defined as total assets at fair market
value minus total liabilities, minus statutory capital) or, if there is no surplus, out of Newco’s net profits for the then current
and/or immediately preceding fiscal year;

» Newco’s stockholders have no contractual or other legal right to receive dividends; and

» Newco may not have enough cash to pay dividends due to changes in Newco’s cash from operations, working capital
requirements and/or anticipated cash needs.
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Dividends on Newco’s common stock will not be cumulative. Consequently, if dividends on Newco’s common stock are not
declared and/or paid at the targeted level, Newco’s stockholders will not be entitled to receive such payments in the future.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES
OF THE SPIN-OFF AND THE MERGER

The following summarizes certain United States federal income tax consequences of the spin—off and the merger. This summary is
based on the Code, the Treasury regulations promulgated under the Code, and interpretations of the Code and the Treasury regulations
by the courts and the IRS, all as they exist as of the date hereof and all of which are subject to change, possibly with retroactive effect.
This summary is limited to stockholders of Valor or Alltel that are United States holders, as defined immediately below. A
United States holder is a beneficial owner of Valor stock or Alltel stock that is, for United States federal income tax purposes:

« an individual who is a citizen or a resident of the United States;

* a corporation, or other entity taxable as a corporation for United States federal income tax purposes, created or organized under
the laws of the United States or any state thereof or the District of Columbia;

* an estate, the income of which is subject to United States federal income taxation regardless of its source; or

» a trust, if (i) a court within the United States is able to exercise primary jurisdiction over its administration and one or more
United States persons have the authority to control all of its substantial decisions, or (ii) in the case of a trust that was treated as a
domestic trust under the law in effect before 1997, a valid election is in place under applicable Treasury regulations.

Further, this summary does not discuss all of the tax considerations that may be relevant to Valor stockholders or Alltel
stockholders in light of their particular circumstances, nor does it address the consequences to stockholders subject to special
treatment under the United States federal income tax laws, such as:

* insurance companies,

« dealers or traders in securities or currencies,
. tax—exémpt organizations,

» financial institutions,

» mutual funds,

= partnerships or other entities classified as partmerships for United States federal income tax purpose and investors in such
entities,

* holders who hold their shares as a hedge or as part of a hedging, straddle, conversion, synthetic security, integrated investment or
other risk—reduction transaction,

* holders who are subject to the alternative minimum tax, or
* holders who acquired their shares upon the exercise of employee stock options or otherwise as compensation.

In addition, this summary is limited to stockholders that hold their Valor common stock or Alltel common stock as a capital asset.
Finally, this summary does not address any estate, gift or other non—income tax consequences or any state, local or foreign tax
consequences.

VALOR AND ALLTEL STOCKHOLDERS SHOULD CONSULT THEIR OWN TAX ADVISORS CONCERNING THE
UNITED STATES FEDERAL, STATE AND LOCAL AND
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NON-UNITED STATES TAX CONSEQUENCES OF THE SPIN-OFF AND THE MERGER TO THEM IN LIGHT OF THEIR
PARTICULAR CIRCUMSTANCES.

The Spin—Off

The spin—off is conditioned upon Alltel’s receipt of a private letter ruling from the IRS to the effect that the spin—off, including
(i) the contribution of the wireline business to Spinco, (ii) the receipt by Alltel of Spinco debt securities and the special dividend and
(iii) the exchange of Spinco debt securities for Alltel debt, will qualify as tax—free t¢ Alltel, Spinco and the Alltel stockholders for
United States federal income tax purposes under Sections 355, 368 and related provisions of the Code. The spin—off is also
conditioned upon the receipt by Alltel of an opinion of Skadden, Arps, Slate, Meagher & Flom LLP, counsel to Alltel, to the effect
that the spin—off will be tax—free to Alltel, Spinco and the stockholders of Alitel under Section 355 and related provisions of the Code.
The opinion will rely on the IRS letter ruling as to matters covered by the ruling. The opinion will be based on, among other things,
certain assumptions and representations as to factual matters made by Alitel, Spmco and Valor, which, if incorrect or inaccurate in any
material respect, would jeopardize the conclusions reached by counsel in its opinion. ‘The opinion will not be binding on the IRS or the
courts, and the IRS or the courts may not agree with the opinion.

Assuming that the spin—off qualifies as described above: (i) no gain or loss will be recognized by (and no amount will be included
in the income of) Alltel common stockholders upon the receipt by the exchange agent on their behalf of shares of Spinco common
stock in the spin—off; (ii) the aggregate tax basis of the Alltel common stock and the Spinco common stock in the hands of each Alitel
common stockholder after the spin—off will equal the aggregate tax basis of the Alltel common stock held by the stockholder
immediately before the spin—off, allocated between the Alltel common stock and the Spinco common stock in proportion to the
relative fair market value of each on the date of the spin—off; and (iii) the holding period of the Spinco common stock received by an
Alltel common stockholder will include the holding period at the time of the spin—off of the Alltel common stock on which the
distribution is made.

Although a private letter ruling from the IRS generally is binding on the IRS, if the factual representations or assumptions made in
the letter ruling request are untrue or incomplete in any material respect, then Alltel will not be able to rely on the ruling. Furthermore,
the IRS will not rule on whether a distribution satisfies certain requirements necessary to obtain tax—free treatment under Section 355
of the Code. Rather, the private letter ruling is based upon representations by Alltel that these conditions have been satisfied, and any
inaccuracy in such representations could invalidate the ruling.

The spin—off would become taxable to Alltel pursuant to Section 355(e) of the Code if 50% or more of the shares of either Alltel
common stock or Spinco common stock (including common stock of Newco, as a successor to Spinco) were acquired, directly or
indirectly, as part of a plan or series of related transactions that included the spin—off. Because the Alltel stockholders will own more
than 50% of the Newco common stock following the merger, the merger, standing alone, will not cause the spin—off to be taxable to
Allte] under Section 355(e). However, if the IRS were to determine that other acquisitions of Allte]l common stock or Valor common
stock, either before or after the spin—off and the merger, were part of a plan or series of related transactions that included the spin—off,
such determination could result in the recognition of gain by Alltel under Section 355(¢). In any such case, the gain recognized by
Alitel likely would include the entire fair market value of the stock of Spinco, and thus would be very substantial. In connection with
the request for the IRS private letter rulings and the opinion of Alltel’s counsel, Alltel has represented that the spin—off is not part of
any such plan or series of related transactions. In certain circumstances, under the merger agreement, Newco would be required to
indemnify Alltel against tax-related losses to Alltel that arise as a result of “disqualifying actions” taken by Newco or its subsidiaries
after the distribution and the merger. See “The Merger Agreement~Tax Matters” beginning on page [ » . If Alltel should recognize
gain on the spin—off for reasons not related to a disqualifying action by Newco, Alltel would not be entitled to be indemnified under
the merger agreement. Even if Section 355(e) were to cause the spin—off to be taxable to Alltel, the spin—off would remain tax—free to
Alltel’s stockholders.
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United States Treasury regulations require each Alltel stockholder that receives stock in a spin—off to attach to the stockholder’s
United States federal income tax return for the year in which the spin—off occurs a detailed statement setting forth certain information
relating to the tax—free nature of the spin—off. Shortly after the spin—off, Alltel will provide stockholders who will receive Newco
common stock in the spin—off with the information necessary to comply with that requirement.

The Merger

'

: . !

Skadden, Arps, Slate, Meagher & Flom LLP, counsel to Alltel, has delivered to Alltel its legal opinion, and Kirkland & Ellis LLP,
counsel to Valor, has delivered to Valor its legal opinion, each attached as an exhibit to this registration statement and each to the
effect that, on the basis of the facts, assumptions and representations set forth in such opinion and the representations and covenants
set forth in certificates obtained from officers of Alltel, Spinco and Valor, the merger will be treated as a tax—free reorganization
within the meaning of Section 368(a) of the Code. Any change in currently applicable law, which may or may not be retroactive, or
the failure of any factual representation or assumption to be true, correct and complete in all material respects, could affect the validity
of the Skadden, Arps, Slate, Meagher & Flom LLP opinion and/or the Kirkland & Ellis LLP opinion. An opinion of counsel represents
counsel’s best legal judgment and is not binding on the Internal Revenue Service or on any court.

It is a condition to the obligations of Alltel, Spinco and Valor to consummate the merger that Alltel and Spinco receive a private
letter ruling from the IRS and the opinion of Skadden, Arps, Slate, Meagher & Flom LLP, described above, to the effect that the
spin—off will qualify as tax—free to Alltel, Spinco and the Alltel stockholders for United States federal income tax purposes under
Sections 355, 368 and related provisions of the Code. It is a further condition to the merger that Alitel and Spinco receive the opinion
of Skadden, Arps, Slate, Meagher & Flom LLP, and that Valor receive the opinion of Kirkland & Ellis LLP, both to the effect that the
merger will be treated as a tax—free reorganization within the meaning of Section 368(a) of the Code, which opinions will be based on
private letter rulings of the IRS and on the facts, assumptions and representations set forth in each of such opinions and the
representations and covenants set forth in updated officer’s certificates to be provided by Alltel, Spinco and Valor at the time of
closing.

Assuming that the merger is treated as a tax—free reorganization, as set forth in the tax opinions attached as exhibits to this
registration statement: (i) Alltel common stockholders will not recognize gain or loss on the exchange of their Spinco common stock
(received by the exchange agent on their behalf in the spin—off) for shares of Valor common stock pursuant to the merger, except to
the extent of any cash received in lieu of a fractional share of Valor common stock; (ii) an Alltel stockholder’s tax basis in the Valor
common stock received pursuant to the merger (including any fractional share interest deemed to be received and exchanged for cash)
will equal the stockholder’s tax basis in the Spinco common stock surrendered in exchange therefor; (iii) an Alltel stockholder’s
holding period for the Valor common stock received pursuant to the merger will include the holding period for the shares of Spinco
common stock surrendered in exchange therefor; (iv) neither Spinco nor Valor will recognize any gain or loss in the merger; and
(v) Valor stockholders will not recognize gain or loss in the merger.

Alltel stockholders will not be entitled to receive any fractional shares of Valor common stock in the merger. Alltel stockholders
otherwise entitled to receive fractional shares will instead be entitled to receive an amount in cash equal to (x) the closing sale price
per share of Valor common stock on the NYSE on the business day preceding the merger, divided by (y) the fraction of a share of
Valor common stock to which such stockholder would otherwise have been entitled. An Alltel stockholder generally will recognize
capital gain or loss on any cash received in lieu of a fractional share of Valor common stock equal to the difference between the
amount of cash received and the tax basis allocated to such fractional share. Such gain or loss will constitute long—term capital gain or
loss if the holding period in the Spinco common stock surrendered in the merger (which, as described above, will include the holding
period for the Alltel common stock on which such Spinco stock is distributed in the spin—-off) exceeds 12 months as of the date of the
merger. The deductibility of capital losses is limited.
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Non:-corporate holders of Alitel common stock may be subject to information reporting and backup withholding tax on any cash
paymenl\s received in lieu of a fractional share interest in Valor common stock. Any such holder will not be subject to backup
withholding tax, however, if such holder furnishes a correct taxpayer identification number and certifies that such holder is not subject
to backup withholding tax, on the substitute Form W-9 or successor form included in the letter of transmittal to be delivered to the
holder following the completion of the merger or is otherwise exempt from backup withholding tax. Any amounts withheld under the
backup withholding tax rules will be allowed as a refund or credit against a holder’s United States federal income tax liability,
provided that the holder furnishes the required information to the Internal Revenue Service.

Holders who receive Valor common stock as a result of the merger will be required to retain records pertaining to the merger and
will be required to file with their United States federal income tax return for the year in which the merger takes place a statement
setting forth certain facts relating to the merger.

THE MERGER AGREEMENT

The following is a summary of selected material provisions of the merger agreement. This summary is qualified in its entirety by
reference to the merger agreement, which is incorporated by reference in its entirety and attached to this proxy statement/
prospectus—information statement as Annex A. We urge you to read the merger agreement in its entirety. The merger agreement has
been included to provide you with information regarding its terms and has been publicly filed with the Securities and Exchange
Commission. It is not intended to provide any other factual information about Alltel, Spinco, Valor or the combined company

following completion of the merger. Such information can be found elsewhere in this proxy statement/ prospectus—information
statement. i

The merger agreement contains representations and warranties Alltel, Spinco and Valor made to each other. The assertions
embodied in those representations and warranties are qualified by information in confidential disclosure schedules that Alltel, Spinco
and Valor have exchanged in connection with signing the merger agreement. The disclosure schedules contain information that
modifies, qualifies and creates exceptions to the representations and warranties set forth in the attached merger agreement.
Accordingly, you should not rely on the representations and warranties as characterizations of the actual state of facts, since they are
modified in important part by the underlying disclosure schedules. These disclosure schedules contain information that has been
included in Alltel and Valor’s general prior public disclosures, as well as potential additional non—public information. Moreover,
information concerning the subject matter of the representations and warranties may have changed since the date of the agreement,
which subsequent information may or may not be fully reflected in the companies’ public disclosures. We do not believe that the
disclosure schedules contain information securities laws require us to publicly disclose other than information that has already been so
disclosed.

The Merger

Under the merger agreement and in accordance with Delaware law, Spinco will merge with and into Valor. As a result of the
merger, the separate corporate existence of Spinco will terminate and Valor will continue as the surviving corporation. For ease of
reference, throughout this proxy statement/ prospectus information statement we will refer to [ « ], the new company formed by the
merger of Valor and Spinco as “Newco.”

Effective Time

The merger will become effective at the time of filing of a certificate of merger with the Secretary of State of the State of
Delaware or at such later time as Alltel, Spinco and Valor may agree. The closing date of the merger will be a date to be specified by
the parties which will be not later than two business days after the satisfaction or waiver of the conditions precedent to the merger.

61




Table of Contents '

Merger Consideration

The merger agreement provides that Valor will issue in the aggregate to holders of Alltel common stock a number of Valor shares
equal to (a) the number of Valor shares outstanding as the effective time of the merger multiplied by (b) 5.667, which we refer as the
“aggregate merger consideration.” Each share of Spinco common stock which Alitel stockholders will be entitled to receive in the
distribution will be converted into the right to receive a number of Valor shares equal to (x) the aggregate merger consideration,
divided by (y) the number of Spinco shares outstanding as the effective time of the merger. The calculation of the merger
consideration as set forth in the merger agreement will result in Alltel’s stockholders holding approximately 85% of the outstanding
equity interests of Newco immediately after the merger and the stockholders of Valor holding the remaining approximately 15% of
such equity interests.

Distribution of Per Share Merger Consideration

Prior to the effective time of the merger, Valor will deposit with the distribution ggent certificates or book—entry authorizations
representing the shares of Valor common stock for the benefit of the Alltel stockholders entitled to receive shares of Spinco common
stock in the distribution. Each such Alltel stockholder will be entitled to receive the number of whole shares of Valor common stock
(in lieu of the shares of Spinco common stock otherwise distributable to such stockholder) that such stockholder has the right to
receive pursuant to the merger agreement. Immediately following the merger, the distribution agent will distribute these shares of
Valor common stock to such persons. '

Treatment of Fractional Shares

No fractional shares of Valor common stock will be issued pursuant to the merger. Alltel stockholders otherwise entitled to receive
fractional shares will instead be entitled to receive an amount in cash equal to (x) the closing sale price per share of Valor common
stock on the NYSE on the business day preceding the merger, divided by (y) the fraction of a share of Valor common stock to which
such stockholder would otherwise have been entitled. Alternatively, Valor has the option of instructing the distribution agent to
aggregate all fractional shares of Valor common stock, sell such shares in the public market and distribute to holders of Alltel common
stock, who otherwise would have been entitled to such fractional shares, a pro rata portion of the proceeds of such sale.

Officers and Directors of Newco

The parties to the merger agreement have agreed that, following the merger, Jeffery R. Gardner, who recently served as Executive
Vice President — Chief Financial Officer of Alltel, will serve as the Chief Executive Officer of Newco, and Francis X. Frantz, who
recently served as the Executive Vice President — External Affairs, General Counsel and Secretary of Alltel will serve as Chairman
of the Board of Directors of Newco.

The merger agreement also provides that following the merger, the Board of Directors of Newco will consist of the following nine
members: Messrs. Frantz and Gardner, six directors to be designated by Alitel and one director to be designated by Valor, with a
majority of the board being “independent” within the meaning of the NYSE’s rules.

Stockholders Meeting

Under the terms of the merger agreement, Valor agreed to call a special meeting of its stockholders for the purpose of voting upon
the adoption of the merger agreement, the increase in the authorized shares of Valor’s common stock pursuant to the merger and the
issuance of shares pursuant to the merger and any related matters. Valor will satisfy this merger agreement requirement by asking its
stockholders to vote on these matters at its annual stockholder meeting that will take place on [+ ], 2006. Valor also agreed to deliver
this proxy statement/ prospectus—information statement to its stockholders in accordance with applicable law and its organizational
documents.
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In addition, subject to certain exceptions as described herein (see “The Merger Agreement — No Solicitation” on page [ ¢ ]) the
Board of Directors of Valor is obligated to recommend that Valor’s stockholders adopt the merger agreement and include such
recommendation in this proxy statement/prospectus—information statement.

Related Transactions

The merger agreement provides that Alltel and Spinco must take, or cause to be taken, all actions, and do, or cause to be done, all
things necessary, proper or advisable that are required to consummate and make effective the contribution transaction and the
distribution transaction in accordance with the terms of the distribution agreement. Also, under the terms of the merger agreement,
Alltel and Spinco agreed to each execute at or prior to the merger the Tax Sharing Agreement, the Transition Services Agreement and
the Employee Benefits Agreement, as well as the Distribution Agreement and all other agreements, if any, required in connection with
the contribution transaction and the distribution transaction.

Financing

The merger agreement provides that Alltel and Spinco (and if requested, Valor) will use their respective reasonable best efforts to
arrange financing as described in the merger agreement. See “Financing of Newco” beginning on page [ ].

Corporate Offices

After the merger, the location of the headquarters and principal executive offices of Newco will be the executive offices of Spinco
in Little Rock, Arkansas.

Representations and Warranties

The merger agreement contains representations and warranties between Alltel and Spinco, on the one hand, and Valor, on the
other. These representations and warranties, which are substantially reciprocal, relate to, among other things:

= due organization, good standing and qualification;
° capital structure;

1
= authority to enter into the merger agreement (and the other agreements executed in connection therewith) and no conflicts with
or violations of governance documents or laws;

° documents filed with the SEC and financial statements;

» absence of certain changes or events;

* no material investigations or litigation;

= compliance with applicable laws and possession of required licenses and regulatory approvals;
= accuracy of information supplied for use in this proxy statement/ prospectus—information statement;
= compliance with environmental laws;

o tax matters;

= employee benefit plan matters;

= labor matters;

o intellectual property matters;

* communications regulatory matters;

» material contracts;
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« title to real properties;

» opinion of company financial advisors;

+ payment of fees to finders or brokers in connection with the merger;
* approval by the Board of Directors; and

« affiliate transactions.

'
!

Valor has also made representations and warranties to Alltel and Spinco relating to the required vote of Valor stockholders to
adopt the merger agreement, compensation payable to financial advisors, the inapplicability to the merger of state anti—takeover laws
and filings with the Securities and Exchange Commission.

Alltel has also made representations to Valor regarding Alltel’s capacity as a party to the merger agreement.

Many of the representations and warranties contained in the merger agreement are subject to materiality qualifications, knowledge
qualifications, or both, and none of the representations and warranties survive the effective time of the merger.
Conduct of Business Pending Closing :

Each of the parties has undertaken to perform certain covenants in the merger agreement and agreed to restrictions on its activities
until the effective time of the merger. In general, Spinco and Valor are required to conduct their business in the ordinary course, to use
all reasonable efforts to preserve their business organizations, to keep available the services of the current officers and other key
employees and preserve their relationships with customers and suppliers with the intention that the ongoing businesses shall not be
materially impaired. Each of Spinco and Valor have agreed to specific restrictions relating to the following:

« declaring or paying dividends in respect of its capital stock; provided, Valor may, and intends to, continue paying quarterly
dividends at an annual rate of $1.44 per share in accordance with its existing dividend policy until the transaction closes;

- splitting, combining or reclassifying its capital stock or issuing securities in respect of, in lieu of or in substitution for its capital
stock;

« repurchasing, redeeming or otherwise acquiring its capital stock;

» issuing, delivering, or selling any shares of its capital stock or any securities convertible into or exercisable for, or any right to
acquire, capital stock;

» making acquisitions of a substantial equity interest or material assets of another entity or selling, leasing, disposing of or
otherwise encumber assets, other than inventory in the ordinary course of business consistent with past practice;

= incurring debt, other than under existing agreements or in the ordinary course of business which is not material;
= incurring any capital expenditures other than in the ordinary course of business consistent with past practice;
» changing its accounting methods other than in accordance with accounting principles generally accepted in the United States;

« making or rescinding any material tax elections or settling or compromising any material income tax liabilities, amending any
material tax returns and changing any method of reporting income or deductions;

- paying, discharging or satisfying any material claims, liabilities or obligations (absolute, accrued, asserted or unasserted,
contingent or otherwise), other than in the ordinary course of business consistent with past practice; and
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* taking or agreeing or committing to take any action that would result in any of such party’s representations and warranties set
forth in the merger agreement or the other transaction agreements being or becoming untrue or in any of the conditions set forth
in merger agreement not being satisfied at the effective time of the merger.

In addition, Valor agreed to additional restrictions relating to the following:

* amending its organizational documents in any manner that would prevent or materially impair or delay the consummation of the
transactions contemplated by the merger agreement;

* compensation and benefit matters with respect to directors, officers and employees;

« establishing, adopting, entering into, terminating or amending any collective bargaining agreement;
* complete or partial liquidation or dissolution of Valor or any of its subsidiaries;

* entering into or amending agreements or arrangements with related parties; and

* modifying, amending, terminating, renewing or failing to use reasonable best efforts to renew any material contract or waiving,
releasing or assigning any material rights or claims except in the ordinary course of business consistent with past practice.

Alltel has also agreed to cause Spinco to adhere to the covenants listed above.

Each party has also.agreed to use its reasonable best efforts to cause the spin—off or merger to qualify as generally tax—free
transactions. '

Proxy Materials

The parties agreed to prepare this proxy statement/ prospectus—information statement and the Registration Statement on Form S—4
of which it is a part, and to file them with the SEC and use all reasonable efforts to have the proxy statement cleared by the SEC and
the registration statement declared effective by the SEC. Valor is required under the terms of the merger agreement to mail this proxy

statement/ prospectus—information statement to its stockholders as promptly as practicable after the registration statement was
declared effective.

Valor has,agreed to make application to the NYSE for the listing of the shares of its common stock to be issued in connection with
the merger and use all reasonable best efforts to cause such shares to be approved for listing.

Reasonable Best Efforts

The merger agreement provides that each party to the merger agreement, subject to customary limitations, will use its reasonable
best efforts to take promptly all actions and to assist and cooperate with the other parties in doing all things necessary, proper or
advisable under applicable laws and regulations to consummate the merger and the transactions contemplated by the merger
agreement. Such actions include, without limitation:

» the obtaining of all necessary actions or non—actions, waivers, consents, and approvals;

* the making of all necessary registrations and filings pursuant to the Hart—Scott-Rodino Antitrust Improvements Act of 1976, as
amended;

* the filing of all applications necessary to obtain state public service, or public utility commissions, and FCC consent to the
transfer of control of certain licenses held by Spinco;

* the taking of all steps as may be necessary to obtain an approval or waiver from, or to avoid an action or proceeding by, any
governmental authority; and

* the defending of any lawsuits or other legal proceedings.
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Alltel, Spinco and Valor also agreed to use all reasonable efforts to resolve any objections or challenges from a regulatory
authority.

Employee Matters

The merger agreement provides that, as of the closing of the merger, Newco will continue to employ all of the employees of
Spinco, except that the merger agreement does not require Newco to retain such employees for any specific length of time. Subject to
certain exceptions, Newco is obligated to cause such employees to receive substantially the same level of benefits, in the aggregate, as
provided under Spinco’s employee benefit plans for a period of one year after the merger and to cause each such employee to be
credited with service under the applicable benefit plans for all service earned with Spinco or Alltel, so long as such recognition will
not result in duplicative benefits.

In addition, Newco is obligated to assume, honor and discharge when due all liabilities of Spinco associated with such employees
and to issue to such employees restricted shares of common stock of Newco in such amounts, and on such terms and conditions as set
forth in the Employee Benefits Agreement (see “Additional Agreements Related To The Spin—Off And The Merger — Employee
Benefits Agreement™), at or as soon as practicable after the effective time of the merger. The merger agreement authorizes up to
2.8 million restricted shares of Valor common stock to be awarded. The restrictions on such shares will lapse on a date to be
determined by the Board of Directors of Newco.

No Solicitation

The merger agreement contains detailed provisions restricting Valor’s ability to seek an alternative transaction. Under these
provisions, Valor agrees that it and its subsidiaries will not, and will use reasonable best efforts to ensure that its and its subsidiaries’
officers, directors, employees and agents do not, directly or indirectly:

* knowingly solicit, initiate or encourage any inquiry or proposal that constitutes or could reasonably be expected to lead to a
acquisition proposal;

» provide any non—public information or data to any person relating to or in connection with an acquisition proposal, engage in
any discussions or negotiations concerning an acquisition proposal, or otherwise knowingly facilitate any effort or attempt to
make or, implement an acquisition proposal;

* approve, recommend, agree to or accept, or propose publicly to approve, recommend, agree to or accept, any acquisition
proposal; or

* approve, recommend, agree to or accept, or propose to approve, recommend, agree to or accept, or execute or enter into, any
letter of intent, agreement in principle, merger agreement, acquisition agreement, option agreement or other similar agreement
related to any acquisition proposal.

Valor also agreed to cease and cause to be terminated any existing activities, discussions or negotiations with any persons
conducted heretofore with respect to any acquisition proposal.

The merger agreement provides that the term “acquisition proposal” means any proposal regarding:

+ any merger, consolidation, share exchange, business combination, recapitalization or other similar transaction or series of related
transactions involving Valor or any of its significant subsidiaries;

« any direct or indirect purchase or sale, lease, exchange, transfer or other disposition of the consolidated assets (including stock of
Valor’s subsidiaries) of Valor and its subsidiaries, taken as a whole, constituting 15% or more of the total consolidated assets of
Valor and its subsidiaries, taken as a whole, or accounting for 15% or more of the total consolidated revenues of Valor and its
subsidiaries, taken as a whole, in any one transaction or in a series of transactions;

« any direct or indirect purchase or sale of or tender offer, exchange offer or any similar transaction or series of related transactions
engaged in by any person involving 15% or more of the outstanding shares of Valor common stock; or
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= any other substantially similar transaction or series of related transactions that would reasonably be expected to prevent or

materially impair or delay the consummation of the transactions contemplated by the merger agreement or the other agreements
executed in connection therewith.

The merger agreement does not prevent Valor or its Board of Directors from engaging in any discussions or negotiations with, or
providing any non—public information to, any person in response to an unsolicited bona fide superior proposal or acquisition proposal
that the Valor board concludes in good faith could lead to a superior proposal. However, Valor or its Board of Directors may take such
actions only if and to the extent that: o

» Valor stockholders have not yet adopted and approved the merger agreement;

« the Valor board, after consulting with its legal advisors, determines in good faith, that failure to take such action would be a
breach of its fiduciary duties to stockholders under applicable laws;

» before approving or recommending a proposal or terminating the merger agreement, the Valor board has provided Alltel with at
least three business days’ notice of such action;

» before providing any information or data to any person in connection with an acquisition proposal by that person, Valor’s Board
of Directors receives from that person an executed confidentiality agreement with terms substantially the same as those
contained in the confidentiality agreement between Alltel and Valor; and

+

» before providing any non—public information or data to any person or entering into discussions with any person, Valor’s Board
of Directors promptly notifies Alltel of any such inquiry, proposal or offer received from, any information requested by, or any
discussions or negotiations sought to be initiated or continued with, that person and identifies the material terms and conditions
of the acquisition proposal and the identity of the person making such acquisition proposal.

The merger agreement provides that the term “superior proposal” means any proposal or offer made by a third party to acquire,
directly or indirectly, by merger, consolidation or otherwise, for consideration consisting of cash and/or securities, at least a majority
of the shares of Valor’s common stock then outstanding or all or substantially all of the assets of Valor and its subsidiaries and
otherwise on terms which the Valor Board of Directors (after consultation with its legal and financial advisors) determines in its good
faith judgment to be more favorable to its stockholders than the merger.

The Board of Directors of Valor may withdraw its recommendation that Valor stockholders adopt the merger agreement and
approve the merger upon three business days’ written notice to Alltel if, after consulting with its legal advisors, it concludes in good
faith that failure to take such action would be a breach of its fiduciary duties to stockholders under applicable laws.

In addition, the merger agreement does not prevent Valor or its Board of Directors from disclosing to its stockholders a position
with respect to a tender offer as required by law. However, neither Valor nor its Board of Directors is permitted to approve or
recommend, or propose publicly to approve or recommend, an acquisition proposal unless it has first terminated the merger agreement
and has otherwise complied with the provisions thereof (including, without limitation, payment to Alltel of the termination fee).

Insurance and Indemnification

Under the terms of the merger agreement, the parties agreed that all rights to indemnification as provided in Spinco and Valor’s
respective certificate of incorporation or bylaws in favor of persons who are or were directors, officers or employees of such
companies will survive for a period of six years following the merger. The parties also agreed that for a period of six years following
the merger, Newco will indemnify the current and former directors, officers or employees of Spinco and Valor to the fullest extent
permitted by applicable law. The merger agreement further requires that, for six years following the effective time of the merger,
subject to certain limitations, Newco will maintain coverage under a director and officer liability insurance policy, with respect to
claims arising from facts or events that occurred on or before the effective time of the
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merger, at a level at least equal to that which Alltel is maintaining prior to the merger, except that Newco will not be required to pay
an annual premium for such insurance in excess of $2,000,000.

Amendment of Company Securityholders Agreement

Valor has agreed to use its reasonable best efforts to cause the Securityholders Agreement, dated as of February 14, 2005, by and
among Valor and Welsh, Carson, Anderson & Stowe and certain individuals affiliated therewith (which we collectively refer to as
“WCAS”), Vestar Capital Partners and certain individuals affiliated therewith (which we collectively refer to as “Vestar”), and certain
of other stockholders of Valor, to be amended effective as of the effective tlme of the merger, which will provide that, among other
things, following the merger:

* WCAS will agree not to sell, transfer or otherwise dispose of Valor shares for a period of 90 days after consummation of the
merger;

* Newco will file and use reasonable best efforts to have declared effective an “eVergreen” shelf registration statement permitting
sales of securities of Newco by WCAS and Vestar as soon as practicable after consummation of the merger (provided that
WCAS will not be able to sell shares of Newco prior to the expiration of the lock—up referred to above) which will remain

effective until each of WCAS and Vestar can sell all of its Newco securities under Securities Act Rule 144 without volume
limitations; !

» if requested by the holders of at least 50% of the outstanding registrable securities (initially held by WCAS, Vestar and their
respective affiliates), Valor will conduct one underwritten offering, including management participation in road shows and
similar customary obligations (underwriters to be selected by Valor); and

* WCAS and Vestar will have customary piggyback registration rights in connection with any registration by Valor of sales of its
equity securities (other than on Forms S—4 or S—8), whether for Valor’s own account or for the benefit of one or more
stockholders exercising demand registration rights.

Dividend Policy of Newco

The merger agreement provides that the initial dividend policy of Newco (which may be changed at any time by Newco’s Board
of Directors) will provide for the payment, subject to applicable law, of regular quarterly dividends on each issued and outstanding
share of common stock of $0.25 per share. See “The Transactions — Dividend Policy.”

Conditions to the Completion of the Merger

The respective obligations of Valor, Alltel and Spinco to complete the merger are subject to the satisfaction or waiver of various
conditions, including:

» the completion of the spin—off transaction in accordance with the terms of the merger agreement and the distribution agreement;

» the termination or expiration of the applicable waiting period under the Hart—Scott~Rodino Act and receipt of certain other
approvals as set forth in the merger agreement;

« receipt of the requisite consents of regulators in the telecommunications industry;
- the effectiveness of the registration statement of which this proxy statement/ prospectus—information statement is a part;

* the approval for listing on the New York Stock Exchange of the Valor common stock to be issued pursuant to the spin—off and
the merger;

» the completion of the financing of the transaction;
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= receipt by Alltel and Spinco (and, to the extent applicable, Valor) of the requisite IRS rulings regarding the spin—off and the
merger; :

= receipt by Alltel of a legal opinion from Alltel’s counsel to the effect that the spin—off will qualify as tax—free to Alltel, Spinco
and the stockholders of Alltel under Section 355 and related provisions of the Code, which opinion will rely on the IRS rulings
as to matters covered by the rulings;

* receipt by each of Alltel and Spinco, on the one hand, and Valor, on the other hand, of a legal opinion stating that the merger will
constitute a reorganization under Section 368(a) of the Code;

* receipt by the boards of directors of Alltel, Spinco and Valor of customary “solvency” and “surplus” opinions of a nationally
recognized investment banking or appraisal firm in form and substance reasonably satisfactory to such boards and, to the extent
relating to Spinco, reasonably satisfactory to Valor; and

= the absence of any statute, rule, regulation, order or injunction having the effect of restraining, enjoining or prohibiting the
contribution transaction, the distribution transaction or the merger or imposing any restrictions or requirements thereon or on
Alltel, Spinco or Valor that would reasonably be expected to have a material adverse effect on Alltel or Newco following the
merger.

Alltel and Spinco’s obligations to complete the merger are also subject to the satisfaction or waiver of the following additional
conditions: .
= performance by Valor, in all material respects, of all its obligations and compliance by Valor, in all material respects, with all
covenants required by the merger agreement, as certified in writing by a senior officer of Valor;

* the accuracy of Valor’s representations and warranties set forth in the merger agreement (subject to certain exceptions), without
any qualification as to materiality or material adverse effect set forth therein, except where the failure of such representations and
warranties to be true and correct would not, individually or in the aggregate, reasonably be expected to have a material adverse
effect on Valor and its subsidiaries, as certified in writing by a senior officer of Valor;

« the absence of any event, occurrence, development or state of circumstances or facts that has had, individually or in the
aggregate, a material adverse effect on Valor, except as previously disclosed; and
'

= delivery of evidence, in form and substance reasonably satisfactory to Alltel and Spinco, demonstrating that Valor’s
securityholders agreement has been amended in accordance with the merger agreement.

Valor’s obligation to complete the merger is also subject to the satisfaction or waiver of the following additional conditions:

= performance by Alltel and Spinco, in all material respects, of all their respective obligations and compliance by Alltel and
Spinco, in all material respects, with all covenants required by the merger agreement, as certified in writing by a senior officer of
each of Alltel and Spinco;

« the accuracy of Alltel and Spinco’s representations and warranties set forth in the merger agreement (subject to certain
exceptions), without any qualification as to materiality or material adverse effect set forth therein, except where the failure of
such representations and warranties to be true and correct wouid not, individually or in the aggregate, reasonably be expected to
have a material adverse effect on Alltel and Spinco and their subsidiaries, as certified in writing by a senior officer of each of
Alltel and Spinco;

= execution by Spinco and Alltel of the Tax Sharing Agreement, the Employee Benefits Agreement, the Shared Assets Agreement,
the Distribution Agreement and the Transition Services Agreement;

= the absence of any event, occurrence, development or state of circumstances or facts that has had, individually or in the
aggregate, a material adverse effect on each of Alltel and Spinco, except as previously disclosed; and
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* delivery by Spinco of an affidavit, dated as of the closing date, in form and substance required under the Treasury Regulations
issued pursuant to Section 1445(b) of the Code.

Termination

The merger agreement may be terminated by the mutual written consent of Alltel, Spinco and Valor. Additionally, either Alltel,
Spinco or Valor may terminate the merger agreement if:

» the merger is not consummated by December 8, 2006 through no fault of the party seeking to terminate the merger agreement;

« there are final, non—appealable legal restraints preventing the merger and the party seeking to terminate the merger agreement
has used all reasonable best efforts to remove such legal restraints; or

» the requisite Valor stockholder approval shall have failed to be obtained at the stockholders’ meeting, except that Valor will not
be permitted to terminate the merger agreement because of the failure to obtain the stockholder approval if such failure was
caused by (i) Valor’s actions or inactions that constitute a material breach of the merger agreement or (ii) a material breach of the
voting agreement by any party thereto other than Spinco.

Either Alltel or Spinco may terminate the merger agreement at any time prior to the merger ift

* Valor has breached or failed to perform in any material respect a representation, warranty, covenant or agreement contained in
the merger agreement, resulting in a failure of a condition to Valor’s obligation to effect the merger, and such breach cannot be
cured by December 8, 2006;

» the Board of Directors of Valor withdraws or modifies its approval or recommendation of the merger or the merger agreement or
approves or recommends (or approves to recommend) to the Valor stockholders an acquisition proposal; or

» Valor fails to call and hold stockholders’ meeting within sixty (60) days after the effectiveness of the registration statement to
which this proxy statement/ prospectus—information statement is a part.

Valor may terminate the merger agreement at any time prior to the merger if:

« either Allltel or Spinco breached or failed to perform in any material respect a representation, warranty, covenant or agreement
contained in the merger agreement, resulting in a failure of a condition to the Alltel or Spinco’s obligations to effect the merger,
and such breach cannot be cured by December 8, 2006; or

» the Valor Board of Directors determines in good faith that an acquisition proposal constitutes a superior proposal and (i) Valor
notifies Alltel of the acquisition proposal in accordance with the merger agreement, (ii) simultaneously with terminating the
merger agreement Valor enters into a definitive agreement to effect the superior proposal, and (iii) Valor pays to Alltel the
termination fee described below.

Termination Fee Payable in Certain Circumstances
Valor has agreed to pay Alltel a termination fee of $35 million in the event that:

* Valor terminates the merger agreement because its Board of Directors determines in good faith that an acquisition proposal
constitutes a superior proposal;

* Alltel and Spinco terminate the merger agreement because the Board of Directors of Valor withdraws or modifies its approval or
recommendation of the merger or recommends an acquisition proposal to the Valor stockholders; or

* any person makes an acquisition proposal and thereafter the merger agreement is terminated (i) by Valor, Alltel or Spinco
because either the merger is not consummated by December 8, 2006 or if the requisite Valor stockholder approval shall have
failed to be obtained, or (ii) by Alltel or Spinco
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because Valor fails to call and hold stockholders® meeting within sixty (60) days after the effectiveness of the regigtration
statement to which this proxy statement/ prospectus—information statement is a part, and, in each of the following cases, within
twelve (12) months after the termination of the merger agreement: '

* Valor is acquired by any merger, business combination or other similar transaction;

* Valor disposes of 15% or more of the total consolidated assets of Valor and its subsidiaries, taken as a whole, or accounting
for 15% or more of the total consolidated revenues of Valor and its subsidiaries, taken as a whole;

* any person or entity acquires 15% or more of the outstanding shares of Valor common stock;

* any other substantially similar transaction that would reasonably be expected to prevent or materially impair or delay the
consummation of merger is consummated; or

* Valor enters into a definitive agreement with respect to the foregoing.
Alltel has agreed to pay Valor a termination fee of $35 million in the event that: !

« Alltel and Spinco or Valor terminates the merger agreement because the meprger is not consummated by December 8, 2006 and
at the time of such termination, all of the conditions to the transactions in the merger agreement have been satisfied other than
such conditions which by their terms are intended to be satisfied contemporaneously with the closing or such condition regarding
the completion of the financing of the transaction; or /

* Valor terminates the merger agreement because either Alltel or Spinco breached or failed to perform in any material respect a
representation, warranty, covenant or agreement contained in the merger agreement, resulting in a failure of the conditions to the

Alltel or Spinco’s obligations regarding the completion of the financing of the transaction, and such breach cannot be cured by
December 8, 2006.

In addition, Alltel has agreed to pay Valor a termination fee of $20 million in the event that:

« Alltel and Spinco or Valor terminates the merger agreement because the merger is not consummated by December 8, 2006 and at
the time of such termination, all of the conditions to the transactions in the merger agreement have been satisfied other than such
conditions which by their terms are intended to be satisfied contemporaneously with the closing or such conditions regarding:

* the receipt by Alltel and Spinco (and, to the extent applicable, Valor) of the requisite Internal Revenue Service rulings relating
to the spin--off and the merger and the receipt by Alltel of a legal opinion from its counsel to the effect that the spin—off will
be tax—free to Alltel, Spinco and the stockholders of Alitel under Section 355 and related provisions of the Code; or '

* the receipt by each of Alltel and Spinco, on the one hand, and Valor, on the other hand, of a legal opinion stating that the
merger will constitute a reorganization under section 368(a) of the Internal Revenue Code; or

* Valor terminates the merger agreement because either Alltel or Spinco breached or failed to perform in any material respect a
representation, warranty, covenant or agreement contained in the merger agreement, resulting in a failure of the two conditions
to the Alltel or Spinco’s obligations listed immediately above, and such breach cannot be cured by December 8, 2006.

Indemnification

Under the merger agreement, Newco is obligated to indemnify Alltel and its affiliates against all losses and expenses arising out of
any untrue statement or alleged untrue statement of a material fact contained in this proxy statement/ prospectus—information
statemnent, or the registration statement to which it is part, or any omission or alleged omission to state a material fact necessary to
make the statements contained herein or therein not misleading. Newco is not responsible, however, for information provided by
Alltel as to itself and its subsidiaries, including Spinco.
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The 'merger agreement also provides that Alltel will indemnify Newco and its affiliates against all losses and expenses arising out
any untrue statement or alleged untrue statement of a material fact contained in this proxy statement/ prospectus—information
staterent, or the registration statement to which it is part, or any omission or alleged omission to state a material fact necessary to
make the statements contained herein or therein not misleading, but only with respect to information provided by Alltel as to itself and
its subsidiaries, including Spinco.

Amendments

The merger agreement may be amended by the parties at any time before or after approval by Valor stockholders, provided that,
after approval by Valor stockholders, no amendment which by law or under the rules of any stock exchange or automated inter—dealer
quotation system requires further stockholder approval may be made to the merger agreement without obtaining such further approval.
All amendments to the merger agreement must be in writing and signed by each party.

Expenses

The merger agreement provides that each party will pay its own fees and expenses in connection with the merger agreement, the
merger and the transactions contemplated by the merger agreement, whether or not the merger is completed, except that if the merger
is consummated, all costs and expenses incurred in connection with the merger agreement, the merger and the transactions
contemplated by the merger agreement will be paid by Newco, including all underwriter’s or placement agent’s discounts, fees and
expenses associated with the financing of Spinco and the debt exchange, and all broker, finder and similar advisory fees incurred by
Alltel or Spinco in connection with the transactions contemplated by the merger agreement and the distribution agreement, subject to a
cap on such fees.

Tax Matters

The merger agreement contains certain additional representations, warranties, covenants and indemnification provisions relating to
the preservation of the tax—free status of (i) the contributions by Alltel to Spinco, (ii) the receipt by Alltel of the special dividend and
the Spinco debt securities, (iii) the exchange of the Spinco debt securities for Alltel debt, (iv) the distribution of Spinco stock to the
stockholders of Alltel and (v) the merger of Spinco and Valor (which the merger agreement refers to collectively as the tax—free status
of the transactions). In particular, Spinco, Alltel and Valor each represented that it would examine all of the tax materials prepared in
connection with obtaining the required tax rulings from the IRS and the required opinions of Alltel’s and Valor’s tax counsel, as well
as the actual tax rulings and opinions, and that the facts and representations made in those rulings, opinions and other tax materials as
to itself are or will be correct and complete in all material respects. In addition, Valor made further representations and warranties to
Alltel and Spinco regarding the ownership of equity interests in Alltel by Valor and by certain controlling stockholders of Valor.

Valor also agreed to certain limitations on its and Newco’s future activities that restrict its ability to take actions that would
Jjeopardize the tax—free status of the transactions (which actions the merger agreement refers to as “disqualifying actions™), and require
it to take certain other actions in order to preserve the tax—free status of the transactions, including:

» generally, not taking, or permitting any of its subsidiaries to take, any disqualifying action, provided that a disqualifying action
would not include (i) an action taken pursuant to the terms of the transaction agreements, (ii) an action that would not have
caused the tax—free status of the transactions to be lost, but for an action taken by Alltel or (iii) an action taken by Spinco prior to
the distribution or taken solely to mitigate the adverse effects on the tax—free status of the transactions of an action taken by
Spinco prior to the distribution;

* generally, for two years after the distribution, not taking, or permitting any of its subsidiaries to take, an action that might be a
disqualifying action, without receiving the prior determination of Alltel that the action would not jeopardize the tax—free status
of the transactions;
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= for two years after the distribution, not entering into any agreement, understanding or arrangement or engaging in any substantial
negotiations with respect to any transaction involving the acqulsltxon of Newco stock or the issuance of shares of Newco stock,
or options to acquire or other rights in respect of such stock, in excess of a permitted basket of 71,130,989 shares (as adjusted for,
stock splits, stock dividends, recapitalizations, reclassifications and similar transactions), unless, generally, the shares are issued
to qualifying Newco employees or retirement plans, each in accordance with “safe harbors” under regulations issued by the IRS;

» for two years after the distribution, not repurchasing Newco shares, éxcept to the extent consistent with guidance issued by the
IRS; '

« for two years after the distribution, causing certain wholly—owned subsidiaries that were wholly—owned subsidiaries of Spinco at
the time of the distribution to continue the active conduct of the Spinco business to the extent so conducted by those subsidiaries
immediately prior to the distribution; '

» for two years after the distribution, not voluntarily dissolving, liquidating, merging or consolidating with any other person,
unless (i) Newco is the survivor of the merger or consolidation or (ii) prior to undertaking such action, Alltel has delivered a
written determination to Newco that such action would not jeopardize the tax—free status of the transactions.

Nevertheless, Newco will be permitted to take any of the actions described above in the event that the IRS has granted a favorable
ruling to Alltel or Newco as to the effect of such action on the tax~frlee status of the transactions.

Valor and Spinco, on the one hand, and Alltel, on the other hand, agreed that, subject to redaction, each would furnish the other .
with a copy of any relevant documents delivered to the IRS. In addition, Valor agreed to take actions reasonably requested by Alltel
intended to mitigate the effects of a breach by Spinco prior to the distribution date of a tax-related representation or covenant,
provided that (i) Alltel would indemnify Valor for all reasonable costs and expenses of taking such actions and (ii) any such action did
not and would not adversely impact in any material respect the business, operations or financial condition of Valor or any of its
subsidiaries or divisions.

To the extent that the tax—free status of the transactions is lost because of a disqualifying action taken by Newco or any of its
subsidiaries after the distribution date, Newco will be obligated to indemnify, defend and hold harmless Alltel and its subsidiaries (or
any successor to any of them) from and against any and all tax—related losses incurred by Alltel. “Tax related losses” include not only
taxes, as finally determined by the IRS, but also accounting, legal and other professional fees and court costs incurred in connection
with such taxes, costs and expenses that resulted from adverse tax consequences to Alltel or Alltel stockholders, and any taxes
imposed on the receipt of the indemnification payments.

Nevertheless, Newco will not be obligated to indemnify Alltel as described above, if: )

= Alltel had delivered to Newco a written determination that a potential disqualifying action would not jeopardize the tax—free
status of the transactions (except to the extent that a disqualifying action resulted from the inaccuracy, mcorrectness or
incompleteness of any representation provided by Newco to Alltel in respect of that determination);

« the tax—related loss arose in respect of any action or transaction that was permitted to be taken without the consent of Alltel
pursuant to the limitations described in the third preceding paragraph (except to the extent that, in the case of an action permitted
pursuant to an IRS ruling, a disqualifying action resulted from the inaccuracy, incorrectness or incompleteness of any
representation provided by Newco to the IRS in connection with such ruling);

» the tax—related loss arose in respect of any item of income, gain, deduction or loss that resulted from Alltel’s preliminary internal
restructuring or that was attributable, under certain provisions of the Code, to a predecessor of Alltel or Spinco; or
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» the tax—related loss arose from the recognition of taxable income or gain by Alltel or any Alltel affiliate on the distribution, as a
result of any deemed sale of Spinco stock by Alltel attributable to such stock being treated for federal income tax purposes as not
having been distributed to Alltel’s stockholders or any failure by Alltel to distribute an amount of Spinco stock constituting
“control” of Spinco within the meaning of Section 368(c) of the Code as a result of such a deemed sale.

Alltel agreed to terminate as of the distribution date any and all existiﬁg tax sharing agreements and tax practices between Alltel or
any subsidiary, other than Spinco or any Spinco subsidiary, on the one hand, and Spinco or any Spinco subsidiary, on the other hand.

The merger agreement provides that Alltel and Newco will jointly control and c&operate on the defense of any third—party claim
which could give rise to an indemnification payment by Newco under the tax indemnity provisions of the merger agreement. Each
party forfeited its control right if it made any public statement or filing, or took any action, materially inconsistent with any
representation or warranty made by such party in the merger agreement or the tax materials. If either Alltel or Newco failed to jointly
defend any such claim, then the other party would solely defend such claim with the cooperation of the non—participating party,
provided that Alltel could not compromise or settle any such claim without the prior Wwritten consent of Newco. Each party agreed to
pay its own costs and expenses incurred in defending any such claim. ! ‘

THE DISTRIBUTI(I)N AGREEMENT

The following is a summary of selected material provisions of the distribution agreement. This summary is qualified in its entirety
by reference to the distribution agreement, which is incorporated by reference in its entirety and attached to this proxy statement/
prospectus—information statement as Annex B. We urge you to read the distribution agreement in its entirety. The distribution
agreement has been included to provide you with information regarding its terms and has been publicly filed with the Securities and
Exchange Commission. It is not intended to provide any other factual information about Alltel, Spinco or Valor. Such information can
be found elsewhere in this proxy statement/ prospectus—information statement.

The distribution agreement contains representations and warranties that Alltel and Spinco made to éach other. The assertions
embodied in those representations and warranties are qualified by information in confidential disclosure schedules that Alitel and
Spinco have exchanged in connection with signing the distribution agreement. The disclosure schedules contain information that
modifies, qualifies and creates exceptions to the representations and warranties set forth in the attached distribution agreement.
Accordingly, you should not rely on the representations and warranties as characterizations of the actual state of facts, since they are
modified in important part by the underlying disclosure schedules. These disclosure schedules contain information that has been
included in Alltel general prior public disclosures, as well as potential additional non—public information. Moreover, information
concerning the subject matter of the representations and warranties may have changed since the date of the agreement, which'
subsequent information may or may not be fully reflected in Alitel’s public disclosures. We do not believe that the disclosure
schedules contain information securities laws require us to publicly disclose other than information that has already been so disclosed.

General

The distribution agreement between Alltel and Spinco provides for, among other things, the principal corporate transactions
required to effect the proposed distribution of Spinco common stock to Alltel stockholders and certain other terms governing the
relationship between Alltel and Spinco with respect to or in consequence of the spin—off transaction.

Preliminary Transactions

Pursuant to the distribution agreement, Alltel will engage in a series of preliminary restructuring transactions to effect (i) the
transfer to Spinco’s subsidiaries of all of the assets relating to Alltel’s wireline telecommunications business, including Alitel’s ILEC,
CLEC and internet access operations, related
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marketing and sales operations, and other operations comprising what is referred to in Alltel’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2004 as the Wireline Segment of Alltel, as well as all of Alltel’s directory publishing operations,
telecommunication information services operations, product distribution operations (other than any such operations supporting Alltel’s
wireless telecommunications business), network management services operations, and wireline long—distance services operations
(other than the fiber backbone supporting those operations and the revenues attributable to Alltel’s wireless telecommunications

business as a result of its use of the fiber backbone); and (ii) the transfer to Alitel’s subsidiaries of all assets not relating to such
businesses.

Following these preliminary restructuring transactions, and immediately prior to the effective time of the merger, Alltel will
contribute all of the stock of the Spinco subsidiaries to Spinco in exchange for:

« the issuance to Alltel of Spinco common stock to be distributed to Alltel’s stockholders pro rata in the spin—off,

= the payment of a special dividend to Alltel in an amount not to exceed Alltel’s tax basis in Spinco (which equals approximately
$2.4 billion), which Alltel will use to repurchase stock pursuant to a special stock buyback program authorized by the Alltel

Board of Directors in connection with the spin—off, to repay outstanding indebtedness, or both, within one year following the
spin—off, and

« the distribution by Spinco to Alltel of certain Spinco debt securities in an amount equal to the difference between $3.965 billion
(the aggregate amount Spinco will borrow) and the special dividend paid to Alltel by Spinco, which Alitel intends to exchange
for outstanding Alltel debt securities or otherwise transfer to Alltel’s creditors.

Coordination of Asset Separation Transactions

The separation of the assets and liabilities of the Spinco Business from Alltel’s remaining assets, as well as the terms of the
various separation agreements and similar arrangements, between Alltel and Spinco will be subject to the review of a steering
committee comprised of representatives designated by Alltel, Spinco and Valor. The Steering Committee will be comprised of up to

two (2) designees selected by Alltel, up to two (2) designees selected by Spinco and up to two (2) designees selected by Valor, who
shall be reasonably acceptable to Alltel and Spinco.

Spinco Financing

The distribution agreement provides that, prior to the distribution, Spinco will consummate certain financing transactions pursuant
to which Spinco will borrow approximately $3.965 billion through (1) a new senior secured credit agreements or the issuance of
senior unsecured debt securities in an offering under Rule 144A, promulgated under the Securities Act of 1933, as amended, or a
public offering and (2) the distribution of the exchange notes to Alltel. All proceeds of the financing will be used to pay the
consideration to be received by Alltel for the contribution (through payment of the special dividend and distribution of the exchange
notes) and to pay related fees and expenses.

Alltel has received a commitment letter from J.P. Morgan Securities Inc., JPMorgan Chase Bank, N.A., Merrill Lynch, Pierce,
Fenner & Smith Incorporated and Merrill Lynch Capital Corporation to provide Spinco with up to $4.2 billion in senior secured credit
facilities comprised of term loan facilities in an aggregate amount of up to $3.7 billion and a revolving credit facility of up to
$500.0 million. For a more complete discussion of the financing of Newco, see “Financing of Newco” herein at page [ * ].

Net Debt Adjustment

The distribution agreement provides for an adjustment following completion of the merger to be paid by Alltel or Valor (as the
surviving company in the merger), as the case may be, to the extent that the net indebtedness of Spinco following the merger is more
or less than the sum of (x) $4.2 billion plus (y) any fees and expenses related to Spinco’s note offering and the distribution of the
Spinco debt securities to Alitel (the sum of which we will refer to as Spinco’s “target indebtedness™). If the net indebtedness of Spinco
following
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the merg:r exceeds the Spinco’s target indebtedness, Allte! is obligated to pay to Valor an amount equal to such excess. If the net
indebtedness of Spinco following the merger is less than the Spinco’s target indebtedness, Valor will pay to Alltel an amount equal to
such deficit.

As a result of the transactions, Alltel will receive approximately $4.2 billion in cash proceeds and debt reduction through the
special dividend, the distribution of the exchange notes and the assumption by Newco on a consolidated basis of approximately
$261 million in existing Spinco debt securities.

Covenants

Each of Alltel and Spinco have agreed to take specified actions after the signing of the distribution agreement. These actions
include the following:

« immediately prior to the spin—off, all material contracts, licenses, agreements, commitments and other arrangements, formal and
informal, between Alltel and its subsidiaries, on the one hand, and Spinco and its subsidiaries, on the other hand, will be
terminated (except as contemplated by the other agreements executed in connection with the transactions);

« immediately prior to the spin—off, all intercompany cash management loan balances between Alltel and its subsidiaries, on one
hand, and Spinco and its subsidiaries, on the other hand, will be canceled;

» no longer using any material showing, or otherwise representing to any third party, any affiliation or connection between Alltel
and Spinco after the spin—off, other than in filings, reports and other documents required by applicable law or regulations of
securities exchanges to be filed or made publicly available; and

« entering into the Employee Benefits Agreement, the Merger Agreement, the Tax Sharing Agreement, the Shared Assets
Agreement, the Shared Contracts Agreement, and the Transition Services Agreement (see “Additional Agreements Related To
The Spin—Off And The Merger” on page [+ 1).

Conditions to the Completion of the Spin-Off

The distribution agreement provides that the distribution of Spinco common stock will occur only if each condition to obligations
of Alltel and Spinco to consummate the merger shall have been fulfilled or waived by Alltel (except for the consummation of the
contribution transaction and the spin—off) (see “The Merger Agreement — Conditions to the Completion of the Merger” on page [ *

D-

Subsequent Transfers

In the event that following the spin—off Alltel becomes aware that it possesses any assets that should have been transferred to
Spinco, Alltel will hold such asset in trust and cause the prompt transfer of such assets, rights or properties to Spinco.

Mutual Release; Indemnification

Mutual Release of Pre—Closing Claims. Spinco and Alltel have each agreed to release the other from any and all claims that it
may have against the other party which arise out of or relate to events, circumstances or actions taken by the other party occurring or
failing to occur or any conditions existing at or prior to the time of the spin—off. The mutual release is subject to specified exceptions
set forth in the distribution agreement. The specified exceptions include:

» any liability assumed, transferred, assigned or allocated to Spinco or to Alltel in accordance with, or any other liability of either
of them under, the merger agreement or any other transaction agreements or any contracts contemplated thereby;

« the ability of a party to enforce its rights under the merger agreement or any other transaction agreements or any contracts
contemplated thereby; or
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* any liability the release of which would result in the release of any person other than Spinco, Alltel or their respective
subsidiaries.

t

Indemnification by Spinco. Except as otherwise provided in transaction agreements executed in connection with the merger,

Spinco is obligated to indemnify, defend and hold harmless Alltel from and against all losses arising out of or due to the failure of
Spinco: '

* to pay or satisfy: '

[

* any liability of Alltel or any of its subsidiaries (including Spinco and its subkidiaries) primarily relating to or arising ﬁ'o;n the
business of Spinco, including the liabilities set forth on the audited balance sheet of Spinco prepared in accordance with the
distribution agreement or arising after the date thereof; '

* any liability of Spinco under the transaction agreements executed in connection with the merger;

* any liability to be transferred to Spinco or a Spinco subsidiary in connection 'with a benefit and compensation plan, in
accordance with the employee benefits agreement; or '

* any liability or obligation arising in connection with or related to the assets transferred to Spinco by Alltel in accordance with

the distribution agreement; or |
= to perform any of its obligations under the distribution agreement.

Indemnification by Alltel. Except as otherwise provided in the transaction agreements executed in connection with the merger,

Alltel is obligated to indemnify, defend and hold harmless Spinco from and against all losses arising out of or due to the failure of
Alltel:

* to pay or satisfy any liability of Alltel or any of its subsidiaries, including the liabilities of Alltel under the transaction
agreements executed in connection with the merger, in each case, other than the liabilities of Spinco thereunder; or

* to transfer to Spinco all of the assets transferred or to be transferred to Spinco pursuant to the distribution agreement, or
* to perform any of its obligations under the distribution agreement.

The indemnification provisions set forth in the distribution agreement do not apply to any indemnification or other claims relating
to taxes. Instead, these indemnification obligations are covered in the tax sharing agreement. See “Additional Agreements Related To
The Spin—Off And The Merger —- The Tax Sharing Agreement” beginning on page [ * ].

'

Insurance

Following the spin—off, Spinco will be responsible for obtaining and maintaining its own insurance coverage and will no longer be
an insured party under Alltel insurance policies, except that Spinco will have the right to assert claims for any liability with respect to
the Spinco business under shared policies with third party insurers which are “occurrence basis” policies arising out of incidents
occurring from the date coverage commenced until the time of the spin—off. Spinco will have similar rights under “claims made”
policies arising out of incidents occurring from the date of coverage until the time of the spin—off, so long as the claim is properly
asserted to the insurer prior to the spin—off.

Non—Solicitation of Employees

Under the terms of the distribution agreement, Alltel and Spinco each agree not to solicit, recruit or hire any employee of the other
for a period of twelve months following the date of the spin—off or until three months after the employee’s employment with the
respective company terminates, whichever occurs first. These restrictions do not apply to general recruiting efforts carried out through
a public or general solicitation.
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Expenses

Under the terms of the distribution agreement, whether or not the distribution is consummated, the costs and expenses incurred by '
Alltel or Spinco in connection with the distribution agreement, the preliminary restructuring contemplated thereby, the contribution,
the special dividend, the debt exchange, the financing Spinco and the merger (including (i) all underwriter’s discounts, fees and
expenses, and (ii) all broker, finder and similar advisory fees incurred by Alltel or Spinco in connection with the transactions
contemplated by the distribution agreement and the merger agreement) will be paid by Spinco, except that, in the event the aggregate
amount of all such expenses exceeds $115.0 million less the amount by which the principal amount of any indebtedness of Spinco
following the merger exceeds Spinco’s target indebtedness, Alltel will pay such exckss expenses.

Spinco is not responsible for any expenses of Valor’s legal, accounting, financial and other advisors or any costs of refinancing the
Valor’s outstanding indebtedness or any other costs incurred by Valor in connection with the transactions contemplated by the
distribution agreement or by the merger agreement, except that if the merger is consummated, all costs and expenses incurred in
connection with the merger agreement, the merger and the transactions contemplateq by the merger agreement will be paid by Newco.

Termination

Following termination of the merger agreement, the distribution agreement may be terminated and the spin—off abandoned at any
time prior to the spin—off by and in the sole discretion of the Board of Directors of Alltel. As long as the merger agreement is in effect,
the distribution agreement may not be terminated. .

THE VOTING AGREEMENT

The following is a summary of selected provisions of the voting agreement. This summary is qualified in its entirety by reference
to the voting agreement, which is incorporated by reference in its entirety and attached to this proxy statement/
prospectus—information statement as Annex C. We urge you to read this agreement in its entirety.

Contemporaneously with entering into the merger agreement, Spinco entered into a voting agreement with certain holders of Valor
common stock. All of the shares of Valor common stock beneficially owned by these stockholders are subject to the voting agreement.
As of the record date for Valor’s annual meeting, these stockholders held 28,833,582 shares of Valor common stock, representing
approximately 41% of the number of votes entitled to be cast.

Each of the stockholders party to the voting agreement are obligated by the voting agreement to vote their shares in favor of the
approval and adoption of the merger agreement and the merger. Unless Alltel and Spinco consent in writing to the contrary, these
stockholders also are required by the voting agreement to vote against proposals of any third party relating to the merger of Valor or
acquisition of 20% or more of the assets of Valor and its subsidiaries, taken as a whole, or 20% or more of the common stock of
Valor. These stockholders also may not in any manner participate in a “solicitation” (as that term is used in the rules of the SEC) of
proxies or similar rights to vote, or seek to advise or influence any person with respect to voting intended to facilitate any such
alternative merger or acquisition or to cause Valor stockholders not to vote to approve and adopt the merger agreement. Further, these
stockholders may not, directly or indirectly, enter into, solicit, or otherwise conduct any discussions or negotiations with, or respond to
or provide any information to, anyone other than Alltel and Spinco relating to an “acquisition proposal” as defined in the merger
agreement (see “The Merger Agreement — No Solicitation” on page [ * ]). In addition, these stockholders may not enter into any
other agreements the effect of which is inconsistent with the requirements listed in this paragraph.

The stockholders party to the voting agreement are also obligated to cause the Securityholders Agreement, dated as of
February 14, 2005, by and among Valor and certain of its stockholders, to be amended as set forth in the merger agreement.
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The yoting agreement will terminate at any time upon notice by Alitel and Spinco to the stockholders noted above or upon the
earlier of (i) the approval and adoption of the merger agreement, (ii) the failure of the Valor stockholders to vote to adopt and approve
the merger and merger agreement at the stockholders meeting called for such purpose, (iii) amendment of the merger agreement in a
manner that it materially disadvantageous to the stockholders party to the voting agreement without such stockholders® consent, or
(iv) the termination of the merger agreement.

No stockholder who is or becomes during the term of the voting agreement a director or officer of Valor was deemed to make any
agreement or understanding in the voting agreement in such stockholder’s capacity as a director or officer. Each such stockholder
entered into the voting agreement solely in his or her capacity as the record holder or beneficial owner of, or the trustee of a trust
whose beneficiaries are the beneficial owners of, such stockholder’s shares and nothing in the voting agreement limits or affects any
actions taken by such stockholder in his or her capacity as a director or officer of Valor.

ADDITIONAL AGREEMENTS RELATED TO THE SPIN-OFF AND THE MERGER

Valor, Spinco and Allte] have entered into or, before the completion of the spin—off and merger, will enter into, agreements related
to the spin—off and the merger and various interim and on—going relationships between Valor, Spinco and Alltel. The material terms
of these agreements are summarized below. The descriptions of the Employee Benefits Agreement, Tax Sharing Agreement and
Transition Services Agreements are qualified by reference to the complete text of these agreements, which are incorporated by
reference into this document and filed as exhibits to the Registration Statement of which this proxy statement/ prospectus—information
statement is a part.

Employee Benefits Agreement

In connection with the spin-off and merger, Alitel and Spinco entered into an Employee Benefits Agreement to allocate assets,
liabilities and responsibilities with respect to certain employee benefit plans, policies and compensation programs between them. We
encourage you to read the entire employee benefits agreement.

Prior to the merger, Spinco will continue to pay its employees their ordinary salaries and to make pay adjustments in the normal
course of business. Within 15 days prior to the merger, Alltel will designate employees who will constitute Spinco employees (which
we will refer to as “Spinco Employees™) and former employees who were engaged in the Spinco business who have an interest in any
of the employee benefit plans listed in the employee benefits agreement (which we will refer to as “Spinco Individuals™). Prior to the
distribution date, Alitel also will take any actions necessary for Spinco to continue to maintain or to assume any collective bargaining
agreements relating to the Spinco Employees.

Spinco has agreed to assume and pay all liabilities relating to the Spinco Employees and Spinco Individuals with respect to the
benefit plans listed in the agreement, to the extent relating to the individuals’ employment with Alltel or Spinco. Beneficiary
designations under the Alltel plans will be transferred to the corresponding Spinco plan and will be in full force and effect until
replaced or revoked by the participant.

Spinco plans will not provide duplicative benefits. Spinco Employees and Spinco Individuals are entitled to participate in these
plans only to the extent that they were entitled to participate in the corresponding Alltel plans.

Under the terms of the employee benefits agreement, Spinco has agreed to establish the plans listed below for Spinco Employees
and Spinco Individuals. In connection with the establishment of these plans, Alltel has agreed, except as stated below, to transfer the
assets and liabilities attributable to Spinco Employees and Spinco Individuals from the applicable Alltel plan to the comparable Spinco
plan.

« A retirement plan and related trust substantially similar to the Alltel pension plan. The amount transferred from the Alltel
pension plan to the Spinco plan will be a pro rata share of the fair market value of the Alltel pension plan assets.
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» Plans substantially similar to the Alltel 401(k) and profit sharing plans. Any pamcnpant loan notes held by the Alitel 401(k) will
be transferred in—kind.

* A plan substantially identical to the provisions of the Alitel comprehenswe group insurance plan. The Spinco plan will recognize
and maintain the current status for elections and deductible plan maximums made with respect to Spmco Employees and Spinco
Individuals under the Alltel plan. No assets of the trust related to the Alltel comprehenswe group insurance plan shall be
transferred to Spinco or any trust established by Spinco. The Spmco plan w11] recognize and maintain all coverage and
contribution elections made under the Alltel plan and will recognize and give credjt for all deductibles and co—payments pand by,
and all benefits paid to, Spinco Employees and Spinco Individuals under the Alltel plan.

* Plans established for Spinco Employees that are substantially similar to the Alltel long term disability plan, group accident plan,
and Special Insurance Plan for Former Allied Telephone Profit Sharing. The Alltel long term disability plan, group accident
plan, and Special Insurance Plan for Former Allied Telephone Profit Sharing will remain liable for obligations incurred with
respect to Spinco Employees and Spinco Individuals prior to establishment of the new Spinco plans.

\
* A plan established for Spinco Individuals that is substantially similar to the provisions of Alltel’s Income Advantage Plan (POP).
The Spinco plan will maintain coverage and contribution elections made under the Alltel Income Advantage Plan and recognize
account balances as if participation in the Spinco plan had been since the beginning of the calendar year.

* Educational assistance and adoption assistance plans for Spincp Employees that are substantially similar to the Alitel plans of the
same name. The obligations and liabilities with respect to Spinco Employees under the Alltel educational assistance and
adoption assistance plans will be transferred to and assumed by the respective Spinco plans.

* A severance pay plan for Spinco Employees substantially similar to the severance pay plan of Alltel; provided, however, the
spin—off, merger or both will not be an event that entitles a Spinco Employee or Spinco Individual to benefits under the Alltel
severance pay plan or new Spinco severance plan. The Spinco severance plan will not be amended so as to provide decreased
benefits for a period of one year after the distribution date.

* People practices for Spinco Employees substantially similar to the provisions of the people practices in effect at Alltel. Spinco
has agreed to recognize all periods of service of Spinco Employees with Alltel under the Spinco people practices plan.

* A plan substantially identical to the Allte] Corporation Performance Incentive Compensation Plan for the performance period
beginning the day after the distribution date and ending on December 31, 2006. Awards held by Spinco Individuals under the
2006 Alltel Corporation Performance Incentive Compensation Plan will be paid a pro rated amount if deemed earned based on a
reasonable estimate of the actual performance level from January 1, 2006 to the distribution date.

* A plan for Spinco Employees that is substantially identical to the provisions of Alitel’s Benefit Restoration Plan.

* A plan for Spinco Employees and Spinco Individuals substantially similar to the provisions of Alltel’s Supplemental Medical
Reimbursement Plan. The obligations and liabilities incurred under the Alltel Supplemental Medical Reimbursement Plan with
respect to Spinco Employees and Spinco Individuals will be and remain the sole responsibility of the Alltel Supplemental
Medical Reimbursement Plan.

Further, Spinco will assume and honor leaves of absence granted to Spinco Employees under a leave of absence program or the
Family Medical Leave Act of 1993, as amended (“FMLA”), by Alltel and its subsidiaries. Spinco will recognize all periods of service
of Spinco employees with Alltel to the extent such service is recognized by Alltel and its subsidiaries for the purpose of eligibility for
leave entitlement under an Alltel leave of absence program and FMLA.
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Spinco employees will be eligible to participate in Alltel’s Employee Stock Purchase Plan for the period prior to the spin—off and

merger, but after the distribution date, Spinco employees will not be permitted to participate in Alltel’s Employee Stock Purchase
Plan.

Under the employee benefits agreement, outstanding awards held by Spinco Individuals under the Alltel’s Long—~Term
Performance Incentive Compensation Plan will be treated as follows:

* For awards in effect as of the distribution date for the 20042006 performance measurement period, each Spinco Individual will
be entitled to a pro rata amount if deemed earned based on a reasonable estimate of the actual performance level of such period.

= Awards in effect as of the distribution date for the 2005-2007 performance measurement period will be deemed earned at the
target performance level and paid pro rata to eligible Spinco Individuals.

Alltel Stock Options shall be handled as follows:

* To the extent that a Spinco Individual is holding an award consisting of an Alltel option that is vested and outstanding as of the
distribution date, he or she will be treated as experiencing a separation from service from, or otherwise terminating empioyment
with, Alltel. Any such Alltet option will expire unless it is exercised within the time provided in the option itself.

* To the extent that a Spinco employee is holding an award consisting of an Alltel option that is not vested as of the distribution
date, that option shall be cancelled as of the distribution date and replaced by restricted shares of Newco common stock in
accordance with the terms of the Merger Agreement. The merger agreement authorizes up to 2.8 million restricted shares of
Valor common stock to be awarded. The restrictions on such shares will lapse on a date to be determined by the Board of
Directors of Newco. The Newco Board of Directors will also determine the value of the awards.

Restricted share awards outstanding under the 1998 Equity Incentive Plan held by a Spinco Individual will become fully vested on
the distribution date.

Finally, Alitel will transfer its Executive Deferred Compensation Sub-Plan and its 1998 Management Deferred Compensation
Sub—Plan to Spinco and will transfer cash to Spinco in an amount sufficient for benefits due under the respective sub—plans.

Spinco assumes no obligations, liabilities, sponsorship, administration or assets of or with respect to any other Alltel employee
benefit plans,'policies or compensation programs. Except as set forth in the employee benefits agreement, Spinco is not prohibited
from amending or terminating any employee benefit plans, policies and compensation programs at any time after the distribution date.

The Tax Sharing Agreement

In connection with the spin—off and merger, Alltel, Valor and Spinco have agreed to enter into a tax sharing agreement that
allocates the responsibility for (i) filing tax returns and preparing other tax—related information and (ii) the liability for payment and
the benefit of refund or other recovery of taxes. The following is a summary of the material terms and provisions of the tax sharing
agreement. We encourage you to read the entire tax sharing agreement.

Tax Returns; Responsibility for Taxes. Alltel agreed to file or cause to be filed any consolidated, combined or unitary income tax
return that (i) includes both Alltel or any of its subsidiaries and Spinco or any of its subsidiaries and (ii) relates to or includes any
taxable period on or prior to the distribution date. Alltel has the exclusive right to take any and all actions necessary for the filing of
such returns and, except as otherwise provided in the agreement, to take actions for the purpose of making payments to, or collecting
refunds from, any taxing authority in respect of such returns. Valor agreed to file or cause to be filed any other income tax return and
any non—income tax return, in each case relating to Spinco or any of its subsidiaries that is required to be filed after the distribution
date. Valor agreed to submit to Alitel any such income tax return that relates to or includes any taxable period on or prior to the
distribution date, and to make or cause to be made any and all changes requested by Alltel to those returns in respect of items for
which Alltel has
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responsibility under the tax sharing agreement. Valor also agreed not to file or allow to be filed any such income tax return prior to
receiving Alltel’s written approval of such return, not to be unreasonably withheld, delayed or conditioned.

Valor agreed to be liable for, and to indemnify and hold the Alltel group harmless against:

» any net liability for income taxes of a member of the Spinco group attributable to the treatment of payments received from a
federal or state universal services fund in respect of the Spinco business for the period from January 1, 1997 to the distribution;

* any non—income taxes arising prior to the spin—off and relating to Spinco and its subsidiaries or to the employees, assets or
transactions of the Spinco business, except for non—income taxes arising in respect of the preliminary restructuring of the Spinco
group and the distribution of the stock of Spinco to the stockholders of Alltel; and

= any liability for taxes arising after the spin—off attributable to Spinco and its subsidiaries or to the employees, assets or
transactions of the Spinco business.

Alltel agreed to be liable for, and to indemnify and hold Valor harmless against, any taxes of the Alltel group or the Spinco group
or any member thereof, other than (i) taxes specifically allocated to Valor under the tax sharing agreement or (ii) taxes for which
Valor has indemnified Alltel pursuant to the merger agreement.

Valor and Alltel agreed that each is entitled to any refund of or credit for taxes for which it is responsible under the tax sharing
agreement, including equitably apportioned refunds for any taxable period consisting of days both before and after the distribution.

All prior tax sharing or tax allocation agreements or practices between any member of the Alltel group, on the one hand, and
Spinco or any of its subsidiaries, on the other hand, will be terminated as of the date of the spin—off.

Carrybacks and Amended Returns. Tax attributes from a period after the spin—off will not be carried back by Spinco or any of its
subsidiaries to a pre—distribution tax return unless required by law or Alltel so consents. If a carryback is required by law or if Alltel
so consents, then any tax benefit realized with respect to the carryback will be remitted to Valor.

Valor agreed not to file, or to permit any member of the Spinco group to file, any amended income tax return of a member of the
Spinco group, or any non—income tax return that is filed on a combined basis with a member of the Alltel group, in each case with
respect to returns for periods prior to the distribution, without first obtaining the consent of Alitel.

i

Timing Adjustments. Valor and Alltel agreed to pay to the other the amount of any tax benefit that result from any timing
adjustment that (i) decreases deductions, losses or tax credits or increases income, gains or recapture of tax credits of the other and
(ii) permits the paying party to increase deductions, losses or tax credits or to decrease income, gains or recapture of tax credits.

Tax Contests. Valor and Alltel agreed to promptly notify the other in writing upon receipt of a written communication from any
taxing authority with respect to any pending or threatened audit, dispute, suit, action, proposed assessment or other proceeding
concerning any tax return for which the other may be liable under the tax sharing agreement. Alltel agreed to give Valor sole control
of any income tax contest in respect of any return related exclusively to periods following the spin—off, while Alltel maintained sole
control of any other income tax contest of a member of the Spinco group, provided that, in the case of a contest relating to income
taxes for which Valor is responsible under the tax sharing agreement, Alltel agreed to provide Valor with an opportunity to review and
comment and to participate in such tax contest at its own expense.

Cooperation. Alltel and Valor agreed to cooperate in the filing of tax returns and the conduct of any audit or other proceeding
related to taxes, as well as in the retention of tax—related records and access thereto. Each party also agreed to treat the distribution of
the Spinco stock to the stockholders of Alltel, the merger
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with Valor and the related transactions in a manner such that no gain or loss was recognized by any of Alitel, Spinco or J’\/alor and
their respective stockholders.

Transition Services Agreement

The Transition Services Agreement and the Reverse Transition Services Agreement between Alltel and Spinco set forth the terms
and conditions for the provision of various transition services by Alltel to Spinco, and by Spinco to Alltel. The material terms
contained in these two agreements are reciprocal in nature, and are summarized as follows:

Transition Services are to be provided for one year unless otherwise extended or terminated. During the term of the agreement,
each provider of services will use its reasonable best efforts to accommodate any reasonable requests by the recipient of services to
provide additional or modified services relating to the transition of ownership and operations of the respective business upon written
request of the recipient.

Among other services, the transition services will generally relate to the following:

\

» information technology systems,

° billing,

* human resources,

* customer service,

» accounting and finance,

= engineering and network,

* sales and marketing,

= operations,

= real estate,

* branding, and

° capital asset management.

The parties will each indemnify, defend and hold harmiess the other for losses arising out of any default by a party in the
performance of its obligations under the transition services agreement. Indemnification will be limited to actual damages, which will
not exceed the total amount of compensation payable to the provider.

The recipient will have the right to terminate any transition service, in whole or in part, upon 30 days’ prior written notice to the
provider. The transition services agreement will automatically terminate upon termination of the distribution agreement. Upon
termination of the transition services agreement, each party will return any and all material and property of a proprietary nature
involving the other party within 30 days, and the recipient will cease all access to the provider’s information, data, systems and other
assets that are not assets of the recipient party.
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FINANCING OF NEWCO '

Committed Financings

On December 8, 2005, Alltel and J.P. Morgan Securities Inc., JPMorgan Chase Bank, N.A., Merrill Lynch, Pierce, Fenner &
Smith Incorporated and Merrill Lynch Capital Corporation entered into a commitment letter and a related engagement and fee letter
(which we collectively refer to as the “financing letters”) with respect to the financing of Newco following the spin—off and the,
merger. The commitment letter is subject to customary conditions to consummation| including the absence of any event or
circumstance that, individually or in the aggregate, is materially adverse to the business, assets, properties, liabilities or condition
(financial or otherwise), of Spinco and its subsidiaries or Valor and its subsidiaries since September 30, 2005. Alltel has agreed to pay
JPMorgan and Merrill Lynch certain fees in connection with the commitment letter and has agreed to indemnify JPMorgan and
Merrill Lynch against certain liabilities.

These financing letters provide for a commitment of an aggregate amount of up tb $4.2 billion in financing, consisting of the
following:

« senior secured five—year revolving credit facility in a principal Iamount of $500.0 million, and

* senior secured term loan facilities in an aggregate amount of up to $3.7 billion consisting of sub—facilities in the following
amounts:

(i) Tranche A Term Loan Facility — up to $500.0 million;
(ii) Tranche B Term Loan Facility — up to $2.8 billion; and
(iii) Tranche C Term Loan Facility — up to $400.0 million.

A portion of the financing of Newco may also be financed with the proceeds from a Rule 144A, promulgated under the Securities Act
of 1933, as amended, or public offering of up to $800.0 million of senior notes, referred to herein as the “Refinancing Notes,” in
which case the Tranche A, Tranche B term loan facility, or a portion thereof, will be reduced dollar—for—dollar.

The proceeds of the Tranche A and Tranche B Term Loan Facilities will be used to finance the approximately $2.4 billion special
dividend payment to Alltel, which Alltel will use to repurchase stock pursuant to a special stock buyback program authorized by the
Alitel Board of Directors in connection with the spin—off, to repay outstanding indebtedness, or both, within one year following the
spin—off, and to refinance Valor’s existing bank facility in the amount of approximately $781.0 million and approximately
$81.0 million of Alltel’s outstanding bonds (plus an additional approximately $9.5 million in related make—whole premiums). The
proceeds of the Tranche C Term Loan Facility will be used to purchase any of Valor’s outstanding bonds that are tendered pursuant to
the terms thereof. The term loan facilities (other than Tranche C) will be available in a single draw down on the date of closing to
consummate the spin—off and merger transactions. The revolving credit facility may be used by Newco for general corporate purposes
and a portion will be available for letters of credit. The actual amount initially drawn under the Revolving Credit Facility on the date
of closing is not expected to exceed $90.0 million. The term loan facilities and the revolving credit facility are referred to herein as the
“Senior Secured Credit Facilities.”

Newco’s direct and indirect domestic subsidiaries will serve as guarantors of the Senior Secured Credit Facilities and hedge
agreements entered into in connection therewith. The Senior Secured Credit Facilities, guaranties thereof and hedge agreements
entered into in connection therewith will be secured by substantially all of the property and assets of Newco and its subsidiaries.
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Indebtedness Before and After Merger

Set forth below is a list of all indebtedness of Spinco and Valor (or any of their respectlve subsidiaries) that will be repaid on the
closing date of the merger:

Description Principal Amount to be Repaid

Valor Bank Facility — Amended and Restated Credit Facility Approximately $781.0 million of secured loans to be repaid in
dated as of February 14, 2005 among Valor, certain of its full with the proceeds of the Senior Credit Facilities and/or
affiliates as guarantors and Bank of America, N.A., as Refinancing Notes

Administrative Agent, and the lenders and other agents party
thereto (as amended by Amendment No. 1 dated as of August 9,

2005)

Valor Bonds — 7°/4% Senior Notes due 2015 issued by Valor 3400 million Valor Bonds to be repaid with the proceeds of the
Tranche C Term Loan Facility to the extent put to the issuer
pursuant to a change of control offer and noteholder consent
required under the indenture governing the notes (assumed to be
$0)

Alltel Bonds — Various bonds issued by certain of Alltel’s Approximately $81.0 million, including accrued interest of

wireline subsidiaries . Alltel wireline bonds to be repurchased with the proceeds of the

Senior Credit Facilities and/or Refinancing Notes (expected
total payments of approximately $90.5 million including the
related make—whole premiums)

It is expected that following completion of the merger Newco will have approximately $5.5 billion in total debt. Set forth below is
a list of all indebtedness of Spinco and Valor (or any of their respective subsidiaries) that is expected to be outstanding on the closing
date of the merger after giving effect to the merger and the other transactions to be consummated in connection therewith:

Description Principal Amount
Senior Credit Facilities:
Revolving Credit Facility Aggregate commitments of $500.0 million
Term Facilities and/or Refinancing Notes Aggregate of $3.3 billion
Distributed Notes $1.538 billion of senior notes, plus $27 million in fees related

thereto that will be capitalized, to be issued by Spinco to Alltel
as consideration for the contribution

Assumed Spinco Debt — 63/4% Notes due 2028 and Approximately $180.0 million of Alltel wireline bonds to be
6'/2% Debentures due 2013 issued by certain wireline subsidiaries  assumed by Spinco in connection with the contribution

of Alltel transaction

Valor Bonds — 7°/4% Senior Notes due 2015 issued by Valor $400.0 million of Valor Bonds assumed to remain outstanding

(assuming not put to the issuer pursuant to a change of control
offer required under the applicable indenture)

Proposed Terms of the Senior Secured Credit Facilities

Neweco will be entitied to make borrowings at a rate based on ABR (which means the highest of (i) the rate of interest publicly
announced by the administrative agent to be appointed under the facilities (the “Administrative Agent™) as its prime rate, and (ii) the
federal funds effective rate from time to time plus 0.5%) or LIBOR, as adjusted for statutory reserve requirements for Eurocurrency
liabilities plus, in each case,
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the appli\cable margin, which is referred to as a “Eurodollar Loan.” The applicable margin is determined, for any day, as follows:
» if the Senior Credit Facilities are rated Ba2 or higher by Moody’s and BB or higher by S&P (in each case with a stable outlook):

* in the case of loans under the revolving credit facility, Tranche A Term Loans and Tranche C Term Loans, 1.25% for
Eurodollar Loans and 0.25% for loans based on ABR, and

* in the case of Tranche B Term Loans, 1.50% for Eurodollar Loans and 0.50% for loans based on ABR, or
« if the Senior Credit Facilities are rated lower than Ba2 by Moody’s or lower than BB by S&P:

* in the case of loans under the revolving credit facility, Tranche A Term Loans and Tranche C Term Loans, 1.50% for
Eurodollar Loans and 0.50% for loans based on ABR, and

* in the case of Tranche B Term Loans, 1.75% for Eurodollar Loans and 0.75% for loans based on ABR.

Newco may elect interest periods of 1, 2, 3, or 6 months for Eurodollar Loans. Interest on the loans will be calculated on the basis
of a year of 360 days (or 365/366 days, in the case of ABR loans the interest rate payable on which is then based on the
Administrative Agent’s prime rate). Interest will be payable () in the case of Eurodollar Loans, on the last day of each relevant
interest period and, in the case of any interest period longer than three months, on each successive date three months after the first day
of such interest period, and (b) for loans accruing interest based on the ABR, quarterly in arrears. Newco will also be required to pay
certain fees and expenses in connection with the Senior Secured Credit Facilities. Newco will be required to pay a commitment fee
calculated at the rate of up to .25% per annum on the average daily amount of the unused revolving credit commitment and the unused
commitment to make Tranche C Term Loans.

The revolving credit agreement and the Tranche A and Tranche C Term Loans will mature on the date five years after the closing
date of the merger. The Tranche B Term Facility will mature on the date that is seven years after the closing date of the merger. The
Tranche B Term Facility will be amortized quarterly with (i) 0.25% of the Tranche B Term Loans to be payable quarterly in equal
installments in each quarter of the second through the sixth years and the first 3 quarters of the seventh year and (ii) the balance of the
Tranche B Term Loans to be payable at maturity. The Tranche A and Tranche C Term Loans will be amortized quarterly according to
the following schedule:

Each 'quarter during Year 1 — 0%
Each quarter during Year2 — 1.25%
Each quarter during Year 3 — 2.5%
Each quarter during Year4 — 3.75%
Each of the first 3 quarters of Year 5 — 5%
Maturity — 55%
Optional prepayments of borrowings under the Senior Secured Credit Facilities and optional reductions of the unutilized portion of
the Revolving Credit Facility will be permitted at any time in minimum amounts to be agreed upon by the parties. In addition, subject

to certain exceptions, 100% of the net proceeds from asset sales and casualty insurance will be required to be applied to prepay the
Term Loans under the Senior Secured Credit Facilities.

Under the terms of the Senior Secured Credit Facilities, after the completion of the merger, Newco will be required to meet certain
financial tests, including a minimum interest coverage ratio (that is to be determined) and maximum leverage ratio of 4.50 to 1.0. In
addition, Newco will agree to covenants that, among other things, will limit the incurrence of additional indebtedness, liens, capital
expenditures, loans and investments and will limit its ability to take certain action with respect to dividends and payments in respect of
capital stock (with an exception for dividends up to the sum of excess free cash flow and net cash equity
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1
issuance proceeds so long as the pro forma leverage ratio does not exceed 4.50 to 1.0) and certain payments of debt, aqci will limit its
ability to enter into mergers, consolidations, acquisitions, asset dispositions and sale/leaseback transactions and transactions with
affiliates, and will restrict changes in lines of business, amendments of material agreéments, and will place restrictions on other
matters customarily restricted in senior secured loan agreements. The Senior Secured Credit Facilities will also contain customary
provisions protecting the lenders against increased costs or loss of yield resulting from changes in reserve, tax, capital adequacy and
other requirements of law and from the imposition of or changes in withholding or other-taxes and indemnifying the lenders for
“breakage costs” incurred in connection with, among other things, any prepayment of a Eurodollar Loan on a day other than the last
day of an interest period with respect thereto. Furthermore, the Senior Secured Credit Facilities will contain representations and
warranties and affirmative covenants customarily contained in senior secured loan agreements.

The Senior Secured Credit Facility will contain customary events of deféult, including payment defaults, breach of representations
and warranties, covenant defaults, cross—defaults, certain bankruptcey or insolvency events, certain ERISA-related events, material
Jjudgments, changes in control or ownership, and invalidity of any collateral or guarantee or other document.

We expect that the Senior Secured Credit Facilities closing date will be during the second quarter of 2006, with the fundings to
occur contemporaneously with the completion of the spin—off and merger. However} entering into the Senior Secured Credit Facilities
and any funding under the facilities will remain subject to a number of conditions. These conditions will include the consummation of
the merger and spin—off, the receipt of certain financial statements and projections, satisfaction of a ratio of pro forma Consolidated
Debit (to be defined) to pro forma consolidated EBITDA, perfection of security interests and miscellaneous closing conditions
customary for credit facilities and transactions of this type. i
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SPINCO MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Spinco is currently a wholly—owned subsidiary of Alltel Corporation and was formed on November 2, 2005 to hold Alltel
Corporation’s wireline business. Alltel Corporation’s wireline business is currently operated by certain of its subsidiaries. Prior to
the closing of the spin—off and the merger, each of those subsidiaries will be contributed to Spinco, along with certain assets and
liabilities related to the wireline business. Until that contribution occurs, Spinco will have no material assets or operations. This
proxy statement/ prospectus—information statement, including the combined financial statements and the following discussion,
describes Spinco and its financial condition and operations as if Spinco held the subsidiaries and other assets that will be transferred
to it prior to closing for all historical periods presented. The following discussion should be read in conjunction with the selected
combined financial data and the combined financial statements and the related notes included on pages F—1 through F—~27 in this
proxy statement/ prospectus—information statement. Except for the historical combined financial information contained herein, the
matters discussed below may contain forward—looking statements that reflect Spinco’s plans, estimates and beliefs. Spinco’s actual
results could differ materially from those discussed in these forward—looking statements. Factors that could cause or contribute to
these differences include, but are not limited to, those discussed below and elsewhere in this proxy statement/ prospectus—information
statement, particularly in “Risk Factors” and “Special Note Regarding Forward—Looking Statements.”

Basis of Presentation

Spinco’s combined:financial statements included on pages F—1 through F-27 in this proxy statement/ prospectus—information
statement have been derived from the accounting records of Alltel, principally representing Alltel’s historical wireline and
communications support segments. Spinco has used the historical results of operations, and historical basis of assets and liabilities of
the subsidiaries it will own and the wireline business it will operate after completion of the spin—off, to prepare the combined financial
statements. The statements of operations include expense allocations for certain corporate functions historically provided to Spinco by
Alltel, including general corporate expenses, employee benefits and incentives, and interest income (expense). These allocations were
made on a specifically identifiable basis or using the relative percentages, as compared to Alltel’s other businesses, of net sales,
payroll, fixed assets, inventory and other assets, headcount or other reasonable methods. Management of both Spinco and Alltel
consider these allocations to be a reasonable reflection of the utilization of services provided. Spinco expects that its expenses after the
separation from Allte] may be significantly higher than the amounts reflected in the combined statements of operations as Spinco will
incur certain incremental costs as an independent public company.

Management of Spinco believes the assumptions underlying its financial statements are reasonable. However, Spinco’s financial
statements included herein may not necessarily reflect its results of operations, financial position and cash flows in the future or what
its results of operations, financial position and cash flows would have been had it been a separate, stand—alone company during the
periods presented.

Spinco is organized based on the products and services that it offers. Under this organizational structure, Spinco’s operations
consist of its wireline, product distribution, and other segments. Spinco’s wireline segment consists of Spinco’s incumbent local
exchange carrier (“ILEC”), competitive local exchange carrier (“CLEC”) and Internet access operations. The product distribution
segment consists of Spinco’s communications products operations. The other segment consists of Spinco’s long—distance and network
management services, directory publishing operations and the telecommunications information services operations.
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Executive Summary

Spinco is a wholly—owned subs1diary of Alltel that provides local telephone, long—distance, Internet and h1gh~speed data services..

Spinco provides local telephone service to approximately 2.9 million customers primarily located in rural areas in 15 states. Among
the highlights in 2005:

» Spinco added more than 154,000 high—speed data customers, increasing Spinco’s DSL customer base to almost 400,000. This
increase more than offset the loss of approximately 124,000 local access lines,'a year--over—year decline of 4 percent.

* Revenues and sales decreased by $10.0 million and operating income decreased by $33.8 million, primarily due to the loss in
access lines discussed above. However, average revenue per customer increased 2 percent to $67.21, primarily due to growth in
DSL revenues and selling additional services and features to existing wireline customers.

* During the fourth quarter of 2005, Spmco began offering DISH Network satelhte television service to Spinco’s residential
customers as part of a bundled service offering.

'

As further discussed under “Pending Transactions to be Completed During 2006,” Spinco has positioned its wireline business for
future growth opportunities as a result of the planned spin—off from Alltel and subsequent merger with Valor. This transaction, which
is expected to close by the second quarter of 2006, is significant to Spinco because it will expand Spinco’s retail presence into new
markets by adding approximately 518,000 access lines in four states. The resulting company will represent the largest .
telecommunications carrier in the United States focusing primarily on rural markets, and should have greater financial flexibility to
develop and deploy products, expand the capacity of its network, respond to competitive pressures and improve the cost structure of
its operations due to the resulting increased size and economies of scale.

However, during 2006, Spinco will continue to face significant challenges resulting from competition in the telecommunications
industry and changes in the regulatory environment, including the effects of potential changes to the rules governing universal service
and inter—carrier compensation. In addressing competition, in addition to the merger with Valor discussed above, Spinco will continue
to focus Spinco’s efforts on improving customer service and expanding its service offerings.

Pending Acquisitions to be Completed During 2006

On December 9, 2005, Alltel announced that its board of directors had approved the spin—off of its wireline telecommunications
business to its stockholders and the merger of that wireline business with Valor. Pursuant to the plan of distribution and immediately
prior to the effective time of the merger with Valor described below, Alltel will contribute all of the assets of its wireline
telecommunications business to Spinco, in exchange for: (i) the issuance to Alltel of Spinco common stock to be distributed to Alltel’s
stockholders pro rata in the spin—off (the “distribution™), (ii) the payment of a special dividend to Alltel in an amount not to exceed
Alltel’s tax basis in Spinco (which equals approximately $2.4 billion as of June 30, 2005), which Alltel will use to repurchase stock
pursuant to a special stock buyback program authorized by the Alltel Board of Directors in connection with the spin—off, to repay
outstanding indebtedness, or both, within one year following the spin—off, and the distribution by Spinco to Alltel of certain Spinco
debt securities (the “exchange notes™) in an amount equal to approximately $1.538 billion, which Alltel intends to exchange for
outstanding Alltel debt securities or otherwise transfer to Alltel’s creditors, thereby reducing Alltel’s outstanding indebtedness. Prior
to the distribution and merger, Spinco will consummate certain financing transactions pursuant to which it will incur approximately
$3.965 billion in indebtedness through (1) borrowing under a new senior secured credit agreement or the issuance of senior unsecured
debt securities in an offering under Rule 144A, promulgated under the Securities Act of 1933, as amended, or a public offering and (2)
the distribution of the exchange notes to Alltel. All proceeds of the financing will be used to pay the consideration to be received by
Alltel for the contribution (through payment of the special dividend and distribution of the exchange notes) and to pay related fees and
expenses. Alltel has received a commitment letter from various financial institutions to provide Spinco with up to $4.2 billion in senior
secured credit facilities comprised of term loan facilities in an aggregate amount of up to $3.7 billion and a revolving credit facility of
up to $500 million.
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Immediately after the consummation of the spin—off, Spinco will merge with and into Valor, with Valor continuing as the
surviving corporation, which we refer to as Newco. As a result of the merger, all of the issued and outstanding shares of Spinco’s
common stock will be converted into the right to receive an aggregate number of shares of common stock of Valor that will result in
Alltel’s stockholders holding approximately 85 percent of the outstanding equity interests of Newco immediately after the merger and
the stockholders of Valor holding the remaining approximately 15 percent of such equity. interests. To effect the merger, Valor will
issue approximately 403 million shares of its common stock to the stockholders of Alltel. As a result of this transaction, Alltel
stockholders will continue to own one share of the remaining wireless entity and will be entitled to receive approximately 1.04 shares
of Valor common stock for each share of Alltel common stock they currently own. '

, _ ]

By virtue of the merger, Newco will assume $261.0 million in Alltel debt and $400.0 million in outstanding Valor debt securities.
Newco will also borrow approximately $781.0 million under its new senior secured credit facility in order to prepay the amounts
outstanding under Valor’s existing credit facility. These amounts, together with the $3.965 billion in financings consummated by
Spinco prior to the merger and certain expenses related to the transaction, will result in Newco having approximately $5.5 billion in
total debt immediately following completion of the merger. It is expected that Newco will use proceeds from its new senior secured
credit facilities to refinance approximately $81.0 million of Alltel’s outstanding bonds (plus an additional approximately $9.5 million
in related make—whole premiums) and to purchase any of Valor’s outstanding bonds that may be tendered pursuant to the terms
thereof as a result of the merger. However, no Valor bonds are expected to be tendered as a result of the merger.

Consummation of the merger is subject to certain conditions, in(f:luding the approval of the merger proposals by the stockholders of
Valor, receipt of a favorable ruling from the IRS regarding the tax—free status of the distribution, special dividend, debt exchange and
merger transaction, consummation of the required financing, and the receipt of regulatory approvals, including, without limitation, the
approval of the FCC and multiple state public service commissions. The transaction is expected to close in the second quarter of 2006.
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COMBINED RESULTS OF OPERATIONS
2005 2004 2003
(In mi!lions)

Reveniles and sales:”
Service reven
~ Productsales = - .
Total revenues and sales
Costsand’ expenses:. o
_Cost of services
- Cost of products sold Emen e
Selling, general, admmlstratwe and other ,
- :Depreciation and amortization . =
Royalty expense to Parent
. 'Restructuring and other charges
Total costs and expenses o
Operating income’ .~~~
Other income, net
Intercompany. interes
Interest expense
Gain on disposal of assets and other’ Lo

624.3

Income before income taxes » ,
Income taxes ~© i . 2471
Income before cumulatlve effect of accountmg change ] 377.2
Cunulative effect of accounting change, net of taxes = e & 156
Net income 3 3 $ 392.8

Total revenues and sales decreased less than 1 percent in 2005, or $10.0 million, and 2 percent in 2004, or $69.8 million, driven by
decreases in service revenues of 3 percent in both years, or $69.9 million and $84.9 million, respectively. Wireline local access service
and network access and toll revenues decreased $78.1 million in 2005 and $33.9 million in 2004, primarily as a result of the loss of
wireline access lines due, in part, to broadband and wireless substitution. Telecommunications information services revenues
decreased $24.6 million in 2005 from 2004 due to the loss of one of Alltel’s remaining unaffiliated wireline services customers during
the fourth quarter of 2004. Telecommunications information services revenues decreased $67.1 million in 2004 compared to 2003,
primarily due to the December 2003 sale of certain assets and related liabilities, including selected customer contracts and capltahzed
software development costs, to Convergys Information Management Group, Inc. (“Convergys™). Offsetting the decline in service
revenues attributable to local access service, network access and toll revenues and telecommunications information services were
increases in revenues derived from data services and Internet operations of $36.8 million in 2005 and $29.4 million in 2004, reflecting
continued customer demand for these products. In addition, universal service fund (“USF”) revenues increased $12.5 million in 2005
as a result of the decline in access revenues previously discussed and decreased $20.3 million in 2004 as a result of an increase in the
national average cost per loop, combined with Spinco’s cost cutting measures, as further discussed below in “Results of Operations by
Business Segment.” Finally, service revenues in 2005 reflected a decrease in advemsmg revenues earned from directories published in
Spinco’s ILEC markets of $12.2 million due to a change in the number and mix of directories published.

Product sales, which represents revenues generated from Spinco’s directory publishing operations and sales of telecommunications
equipment and data products, primarily to Spinco’s ILEC subsidiaries increased
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$59.9 million, or 15 percent in 2005 and $15.1 million, or 4 percent in 2004. The increase in product sales in 2005 was due primarily
to an chease in sales of telecommunications equlpment and data products of $50.4 million related to increased capital expenditures
by Spinco’s wireline operations. The 2004 increase in product sales was primarily due to an increase in directory publishing revenues
of $33.3 million associated with an increase in the number of directory contracts published, including the initial publication of
directories for the acquired Kentucky and Nebraska operations, partially offset by a decrease in sales of telecommunications
equipment and data products of $21.4 million due to a reduction in capital expenditures by Spinco’s wireline operations.

Cost of services, which represents the cost of provisioning service, as well as business taxes and bad debt expense, decreased
$17.6 million, or 2 percent, in 2005 and $51.1 million, or 6 percent, in 2004. The 2005 decrease was driven primarily by a reduction in
costs incurred by the telecommunications information services operations due to the loss of a customer as discussed herein. The 2004
decrease was also impacted by a reduction in costs incurred by the telecommunications information services operations due to the sale
of customer contracts to Convergys. In addition, cost of services decreased in 2004 due to the effects of incremental costs of
$20.9 million incurred in 2003 related to a strike by our unionized workforce in Kentucky and maintenance costs due to damage
caused by severe winter storms.

Cost of products sold increased $41.0 million, or 12 percent, in 2005, consistent with the increase in product sales discussed
above. Although product sales increased in 2004, cost of products sold decreased $5.2 million, or 2 percent, primarily due to the
favorable effects of increased start—up costs incurred in 2003 in Spinco’s directory publishing operations in order to begin providing
all directory publishing services, except printing, for all directory contracts published in 2004.

Selling, general, administrative and other expenses increased $12.2 million, or 4 percent, in 2005 and decreased $23.1 million, or
7 percent in 2004. The 2005 increase was due primarily to increased selling and marketing costs incurred by Spinco’s publishing
subsidiary. The 2004 decline in selling, general, administrative and other expense was due primarily to a decline in allocations
received from Alltel related to services that Alltel provides for Spinco under a shared services agreement and reduced salaries and
benefits costs as a result of cost cutting measures, as well as the favorable effect of incremental start—up costs incurred by Spinco’s
publishing subsidiary in 2003 as previously discussed. Depreciation and amortization expense declined $34.3 million, or 7 percent,
and $10.9 million, or 2 percent, in 2005 and 2004, respectively. The decline in both years primarily resulted from a reduction in
depreciation rates for certain of Spinco’s ILEC operations, reflecting the results of studies of depreciable lives completed during 2005
and 2004. Royalty expense to Parent decreased 1 percent in both 2005 and 2004, or $1.4 million and $2.8 million, respectively.
Spinco’s ILEC subsidiaries incur a royalty expense from Alltel for the use of the Alltel brand name in marketing and distributing
telecommunications products and services pursuant to a licensing agreement with an Alltel affiliate. Following the spin off and merger
with Valor, Spinco no longer expects to incur this charge as Spinco will no longer use the Alltel brand name.

Restructuring and Other Charges

A summary of the restructuring and other charges recorded by Spinco’s wireline operations in 2005 was as follows

Severance and employee benefitcosts. = | s Bt
Costs associated with pending spin—off and merger of w1relme operatlons B
Total restructuring and other charges L ‘

During the third quarter of 2005, Spinco incurred $4.6 million of severance and employee benefit costs related to a planned
workforce reduction in Spinco’s wireline operations. In the fourth quarter of 2005, Spinco reduced the liabilities associated with the
wireline restructuring activities by $0.2 million to reflect differences between estimated and actual costs paid in completing the
employee terminations. As of December 31, 2005, Spinco had paid $4.4 million in severance and employee—related expenses, and all
of the employee reductions

92




Table of Contents

) t
had been completed. As previously discussed, on December 9, 2005, Alltel announced that it would spin off its wireline‘
telecommunications business to its stockholders and merge it with Valor. In connection with the spin—off and merger, Spinco incurred

$31.3 million of incremental costs during the fourth quarter of 2005, principally représenting accrued investment banker, audit and
legal fees. '

A summary of the restructuring and other charges recorded in 2004 was as follows:

, Product
Wireline Distribution Other Total
' (Millions)

Relocation costs '

Lease and contract termination costs =

Other exit costs ' , ‘ YA , —
.. Total restructuring and other charges 7 o U ohaen o8 1180 L8 118

\

In January 2004, Spinco announced plans to reorganize its operations and support teams. Also during February 2004, Spinco
announced plans to exit its CLEC operations in the Jacksonville, Florida market due to the continued unprofitability of these
operations. In connection with these activities, Spinco recorded a restructuring charge of $13.6 million, consisting of $11.6 millionin
severance and employee benefit costs related to a planned workforce reduction, $1.3 million of employee relocation expenses and
$0.7 million of other exit costs. As of December 31, 2005, Spinco had paid all of the severance and employee—related expenses, and
all of the employee reductions and relocations had been completed. During 2004, Spinco also recorded 4 $1.8 million reduction in the
liabilities associated with various restructuring activities initiated prior to 2003, consisting of lease and contract termination costs. The
reductions primarily reflected differences between estimated and actual costs paid in completing the employee relocations and
terminations.

A summary of the restructuring and other charges recorded in 2003 was as follows:

Product .
Wireline Distribution Other Total
o . o ‘ (Millions) I
Severance and employee benefitcosts = 0 o 8 100
Lease and contract termination costs ; - (0.4)
Write—down of software/development costs 7 oo e s g
Total restructuring and other charges $ 122

During 2003, Spinco recorded a restructuring charge of $7.0 million consisting of severance and employee benefit costs related to
a planned workforce reduction, primarily resulting from the closing of certain call center locations. As of December 31, 2005, Spinco
had paid all of the severance and employee—related expenses, and all of the employee reductions had been completed. Spinco also
recorded a $0.4 million reduction in the liabilities associated with various restructuring activities initiated prior to 2003, consisting of
lease termination costs. The reduction primarily reflected differences between estimated and actual costs paid in completing the lease
terminations. In 2003, Spinco also wrote off certain capitalized sofiware development costs that had no alternative future use or
functionality.

The restructuring and other charges decreased net income $34.1 million, $7.3 million and $7.5 million for the years ended
December 31, 2005, 2004 and 2003, respectively. The restructuring and other charges discussed above were not allocated to our
business segments, as management evaluates segment performance excluding the effects of these items. (See Note 8 to the combined
financial statements for additional information regarding these changes.)

Other Income, Net

Other income, net decreased $2.1 million, or 15 percent, in 2005 and increased $7.9 million, or 136 percent, in 2004. The increase
in other income, net in 2004 primarily resulted from an increase of
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$6.2 million in the amount of annual dividends paid on Spinco’s investment in Rural Telephone Bank Class C stock. In l.he second
quarter of 2003, Spinco received additional shares of this stock investment as a result of Spinco’s repayment of all outstanding debt
under the Rural Utilities Services, Rural Telephone Bank and Federal Financing Bank programs, as further discussed below. Asof |
December 31, 2005, Spinco’s investment in Rural Telephone Bank Class C stock was transferred to Alltel. As a result, Spinco will not
receive any related dividends during 2006.

ntercompany Interest Incom n \

t

Spinco participates in a cash management program with its parent company, Alltel. Under this program, Spinco earns interest on
amounts remitted to Alltel at a rate based on current market rates for short—term investments and pay interest on amounts received
from Alltel at a rate based on Alltel’s weighted—average borrowing rate. Intercompany interest income (expense) increased
$38.5 million, or 253 percent, in 2005 and $6.4 million, or 30 percent, in 2004. The increase in both years is due to an increase in the
amount of funds remitted to Alltel under the cash management program, combined with an increase in the advance interest rate.

Interest Expense

Interest expense decreased $1.3 million, or 6 percent, in 2005 and $7.3 million, or 26 percent, in 2004. The decrease in 2004
reflected the prepayment of all outstanding borrowings, which totaled $249.1 million, under the Rural Utilities Services, Rural
Telephone Bank and Federal Financing Bank programs in the second quarter of 2003.

Gain on Disposal of Assets and Other

In 2003, Spinco sold to Convergys certain assets and related liabilities, including selected customer contracts and capitalized
software development costs, associated with Spinco’s telecommunications information services operations. In connection with this
sale, Spinco received proceeds of $37.0 million and recorded a pretax gain of $31.0 million. As noted above, during the second quarter
of 2003, Spinco retired, prior to stated maturity dates, $249.1 million of long—term debt. In connection with the early retirement of this
debt, Spinco incurred pretax termination fees of $7.1 million. These transactions increased net income $10.7 million in 2003.

Income Taxes

Income tax expense increased $8.5 million, or 3 percent, in 2005 and $12.3 million, or 5 percent, in 2004, consistent with the
overall growth in income before income taxes. Spinco’s effective tax rate in 2005 was 41.3 percent, compared to 40.2 percent in 2004.
The 2005 effective tax rate was unfavorably impacted by the non—~deductible spin—related costs previously discussed. '

Income before Cumulative Effect of Accounting Change

Income before cumulative effect of accounting change decreased $4.6 million, or 1 percent, in 2005 as compared to 2004 and
increased $9.1 million, or 2 percent, in 2004 as compared to 2003. Income before cumulative effect of accounting change in 2005 was
adversely affected by the decline in revenues primarily due to the loss of access lines discussed above and the additional spin—related
costs incurred during the fourth quarter of 2005, partially offset by increased intercompany interest income earned from Alltel under
the cash management program. The increase in 2004 was due primarily to the decline in operating expenses due to the favorable effect
of incremental strike-related costs and maintenance costs in 2003 and the gain on the sale of customer contracts to Convergys in 2003,
partially offset by the decline in revenues primarily due to the loss of access lines.
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Cumulative Effect of Accounting Change

During the fourth quarter of 2005, Spinco adopted FASB Interpretation No. 47, “Accounting for Conditional Asset Retirement
Obligations” (“FIN 47”), which is an interpretation of SFAS No. 143, “Accounting for Asset Retirement Obligations.” SFAS No. 143
addresses financial accounting and reporting for obligations associated with the retirement of tangible long—lived assets and the
associated asset retirement costs. This standard applies to legal obligations associated with the retirement of long—lived assets that
result from the acquisition, construction, development, or normal use of the assets. SFAS No. 143 requires that a liability for an asset
retirement obligation be recognized when incurred and reasonably estimable, recorded at fair value and classified as a liability in the
balance sheet. When the liability is initially recorded, the entity capitalizes the cost and increases the carrying value of the related
long~lived asset. The liability is then accreted to its present value each period, and the capitalized cost is depreciated over the
estimated useful life of the related asset. At the settlement date, the entity will settle the obligation for its recorded amount and
recognize a gain or loss upon settlement. FIN 47 states that the accounting guidance in SFAS No. 143 is appllcable to asset retirement
obligations that are conditional on the occurrence of a future event,

Spinco evaluated the effects of FIN 47 on its operations and determined that, for certain buildings containing asbestos, Spinco is
legally obligated to remediate the asbestos if it were to abandon, sell or otherwise dispose of the buildings. In addition, for Spinco’s
acquired Kentucky and Nebraska ILEC operations not subject to SFAS No. 71, “Accounting for the Effects of Certain Types of
Regulation”, it is legally obligated to properly dispose of its chemically—treated telephone poles at the time they are removed from
service. In accordance with federal and state regulations, depreciation expense for Spinco’s ILEC operations that follow the
accounting prescribed by SFAS No. 71 have historically included an additional provision for cost of removal, and accordingly, the
adoption of FIN 47 had no impact on these operations. The cumulative effect of this change in 2005 resulted in a non--cash charge of
$7.4 million, net of income tax benefit of $4.6 million, and was included in net income for the year ended December 31, 2005.

Except for certain ILEC subsidiaries as further discussed below, Spinco adopted SFAS No. 143, “Accounting for Asset Retirement
Obligations,” effective January 1, 2003. Spinco evaluated the effects of SFAS No. 143 on its operations and determined that, for
telecommunications and other operating facilities in which it owns the underlying land, Spinco has no contractual or legal obligation
to remediate the property if it were to abandon, sell or otherwise dispose of the property. However, certain of Spinco’s lease
agreements for office space require restoration of the leased site upon expiration of the lease term. Accordingly, Spinco is subject to
asset retirement obligations associated with these leased facilities under the provisions of SFAS No. 143. The application of
SFAS No. 143 to Spinco’s office leases did not have a material impact on its consolidated results of operations, financial position or
cash flows as'of or for the year ended December 31, 2003.

As noted above, in accordance with federal and state regulations, depreciation expense for Spinco’s ILEC operations has
historically included an additional provision for cost of removal. The additional cost of removal provision does not meet the
recognition and measurement principles of an asset retirement obligation under SFAS No. 143. On December 20, 2002, the Federal
Communications Commission (“FCC”) notified wireline carriers that they should not adopt the provisions of SFAS No. 143 unless
specifically required by the FCC in the future. As a result of the FCC ruling, Spinco will continue to record a regulatory liability for
cost of removal for its ILEC subsidiaries that follow the accounting prescribed by SFAS No. 71. For the acquired Kentucky and
Nebraska ILEC operations not subject to SFAS No. 71, effective January 1, 2003, Spinco ceased recognition of the cost of removal
provision in depreciation expense and eliminated the cumulative cost of removal included in accumulated depreciation. The
cumulative effect of retroactively applying these changes to periods prior to January 1, 2003, resulted in a non—cash credit of
$15.6 million, net of income tax expense of $10.3 million, and was included in net income for the year ended December 31, 2003. The
cessation of the cost of removal provision in depreciation expense for the acquired Kentucky and Nebraska ILEC operations did not
have a material impact on Spinco’s consolidated results of operations for the year ended December 31, 2003.
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Results of Operations By Business Segment .

Wireline Operations 2008 2004 2003
' ' (Dollars in millions,
except access lmes in thousands)

Local service ; . $ . 1,081.5 ‘$ 1 1156 % 11356
-Network access and mterconnectxon e ey 034'17':’:%. 03830 01,0499
Miscellaneous : 2558 N 2569 ‘ 243.1
~ Totalrevenuesandsales - -~ . . 23714 24108 86
COSfS and expenses: e
" Costofservices 7040 . 7028 . 7364
__Cost of products sold 294
- Selling; general, administrative and other 2728

_ Depreciation and amomzatxon 502.2

- Royalty expense to Parent 2702
Total costs and expenses 17774
Segment income 6334

Access lines in servxce (excludes DSL llnes) - 3,009.4
Average access linesinservice. Sy ; 9500 30615
Average revenue per customer per momh(a) $ 67.21 $ 65.87

Notes:
(a) Average revenue per customer per month is calculated by dividing total wireline revenues by average access lines in service for
the period.

Wireline operations consist of Spinco’s ILEC, CLEC and Internet operations. Wireline revenues and sales decreased
$39.4 million, or 2 percent, in 2005 and $17.8 million, or 1 percent, in 2004. Customer access lines de¢reased 4 percent in 2005
compared to a 3 percent decline in 2004. Spinco lost approximately 124,000 and 86,000 access lines during 2005 and 2004,
respectively, primarily as a result of the effects of wireless and broadband substitution for Spinco’s wireline services. Spinco expects
the number of access lines served by its wireline operations to continue to be adversely affected by wireless and broadband |
substitution in 2006. Although Spinco has not yet seen significant competition from Voice over Internet Protocol (“VolP”) providers,
it also expects VoIP substitution to adversely impact the number of access lines served by its wireline operations during 2006.

To slow the decline of revenue in 2006, Spinco will continue to emphasize sales of enhanced services and bundling of its various
product offerings including Internet, long—distance and broadband data transport services. Deployment of broadband service is an
important strategic initiative for Spinco, and as of December 31, 2005, approximately 73 percent of its addressable lines were
broadband—capable. During 2005 and 2004, Spinco added 154,000 and 90,000 broadband customers, respectively. At December 31,
2005, Spinco’s broadband customer base had grown to almost 400,000 customers. The growth in Spinco’s broadband customers more
than offset the decline in customer access lines that occurred in 2005 and 2004 noted above. In addition, during the fourth quarter of
2005, Spinco began offering DISH Network satellite television service to its residential customers as part of a bundled product
offering. As further discussed below, revenues generated from the sales of data and enhanced services increased in both 2005 and
2004, which helped to offset the adverse effects on wireline revenues resulting from the loss of access lines.

Local service revenues decreased $34.1 million, or 3 percent, in 2005 and $20.0 million, or 2 percent, in 2004. Local service
revenues reflected reductions in basic service access line revenues of $35.3 million in 2005 and $25.7 million in 2004, consistent with
the overall decline in access lines discussed above. The decline in
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local service revenues attributable to access line loss was partially offset by growth in revenues derived from the sales of enhanced
products and services, such as voice mail and caller identification, and equipment protection plans. Revenues from these services
increased $3.6 million in 2005 and $7.3 million in 2004, reflecting continued demand for these products and services.

Network access and interconnection revenues decreased 1 percent in both 2005 and 2004, or $4.2 million and $11.6 million,
respectively. Primarily due to the overall decline in access lines discussed above, network access usage and toll revenues decreased
$42.8 million in 2005 and $8.2 million in 2004. The decline in network access and interconnection revenues in both years attributable
to access line loss was partially offset by growth in revenues earned from data services, which increased $26.0 million and
$17.0 million in 2005 and 2004, respectively. The growth in revenues from data services in both 2005 and 2004 primarily reflected
increased demand for high—speed data transport services. In addition to the effects of access line loss and increased demand for data
services, USF revenues increased $12.5 million in 2005 and decreased $20.3 million in 2004. Spinco receives both federal and state
USF subsidies due to the rural nature of most of its ILEC markets. The increase in USF revenues in 2005 resulted primarily from an
increase of $13.3 million in interstate common line support (“ICLS”) funding received in Spinco’s rate—of-teturn markets as a result
of the declining access revenues discussed above. ICLS funding is intended to ensure that rate—of-return carriers receive sufficient
revenues to earn an appropriate profit margin, defined as 11.25 percent of eligible revenues. Conversely, compared to the prior year
periods, high—cost loop support (“HCLS”) funding received by Spinco’s ILEC subsidiaries decreased $4.4 million in 2005 and
$20.3 million in 2004. The decreases in HCLS funding primarily resulted from increases in the national average cost per loop
combined with the effects of Spinco’s cost control efforts. Receipts from the HCLS fund are based on a comparison of each
company’s embedded cost per loop to a national average cost per loop. Primarily due to expected increases in the national average
cost per loop and Spinco’s continued focus on controlling operating costs in its ILEC business, it expects net USF receipts in 2006 to
decline by approximately $15.0 million, compared to 2005.

Miscellaneous revenues primarily consist of charges for Internet services, directory advertising, customer premise equipment
sales, and billing and collection services provided to long~distance companies. Miscellaneous revenues decreased slightly in 2005 and
increased $13.8 million, or 6 percent, in 2004. Primarily driven by growth in broadband customers, revenues from Spinco’s Internet
operations increased $10.8 million in 2005 and $12.4 million in 2004. In addition, sales and rentals of customer premise equipment
increased $3.4 million in 2005, reflecting continued customer demand for these products. Also during 2005, Spinco generated
$1.1 million in commissions revenue in conjunction with offering DISH Network satellite television service to its residential
customers as discussed above. Offsetting these increases in miscellaneous revenues in 2005 was a decline in advertising revenues
earned from directories published in Spinco’s ILEC markets of $12.2 million from 2004, primarily due to a change in the number and
mix of directories published during the period. Conversely, miscellaneous revenues for 2004 reflected a $4.4 million increase in
directory advertising revenues from 2003. Directory advertising revenues for 2004 included additional revenues of approximately
$14.9 million associated with the initial publication of directories in the acquired Kentucky and Nebraska markets, partially offset by
lower directory advertising revenues in Spinco’s other ILEC markets as compared to 2003. The decline in directory advertising
revenues in Spinco’s other ILEC markets was due primarily to a change in the number and mix of directories published during the
period. The increase in miscellaneous revenues attributable to the Internet and directory publishing operations was partially offset in
2004 by a $2.6 million decline from 2003 in customer premise equipment sales and rentals due to lower customer demand for
purchasing or leasing landline—based communications equipment.

Primarily due to the broadband customer growth and increased sales of enhanced features, average revenue per customer per
month increased 2 percent in both 2005 and 2004 from the corresponding prior year period. Future growth in average revenue per
customer per month will depend on Spinco’s success in sustaining growth in sales of broadband and other enhanced services to new
and existing customers.

Cost of services increased slightly in 2005 and decreased by $33.6 million, or 5 percent, in 2004. Cost of services for 2005
included approximately $3.2 miilion of incremental costs incurred during the first quarter of 2005 related to work force reductions in
Spinco’s wireline business, as well as higher overtime and maintenance costs due to inclement weather. Cost of services in 2005 also
included $4.4 million of additional
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customer service expenses attributable to the growth in broadband customers, specifically the costs associated with subsidizing
broadbahd-capable modems. In addition, cost of services in 2005 included increased regulatory fees of $5.6 million related to an
increase in the contribution factor applicable to universal service funding, which was collected from Spinco’s customers. Offsetting
the increase in salaries and benefits, customer service costs and regulatory fees in 2005 was a decrease in business taxes of

$6.3 million and a decrease in bad debt expense of $4.4 million, both consistent with the decline in revenues discussed above. In
addition, interconnection expenses decreased $2.8 million in 2005 and $8.2 million in 2004, consistent with the declines in toll
revenues and access lines discussed above. Cost of services for 2004 also reflected reductions in customer service expenses and the
effects of incremental strike—related expenses and maintenance costs incurred in 2003, as further discussed below. Compared to 2003,
customer service expenses decreased $3.3 million in 2004, primarily due to cost savings from the Company’s continued efforts to
control operating expenses. Included in cost of services in 2003 were $6.0 million of additional maintenance costs to repair damage
caused by severe winter storms and incremental expenses of approximately $14.9 million associated with a strike that ended on
October 1, 2003, when Spinco signed a new collective bargaining agreement impacting approximately 400 employees in Kentucky
represented by the Communications Workers of America.

Cost of products sold increased $2.3 million, or § percent, in 2005 and $1.4 million, or 5 percent, in 2004. The increase in 2005
was consistent with the increase in sales and rentals of customer premise equipment discussed above. Although sales and rentals of
customer premise equipment declined in 2004 as compared to 2003, cost of products sold increased, primarily due to the effects of
negative results of inventory counts performed during 2004 as compared to the results of counts performed in 2003.

Selling, general, administrative and other expenses increased $3.4 million, or 1 percent, in 2005 and decreased $16.9 million, or
6 percent, in 2004. The increase in 2005 was due primarily to higher insurance premiums related to Spinco’s employee medical and
dental plans. Partially offsetting the increase in employee benefit costs in 2005 was a decline in intercompany allocations received
from Alltel. Under a shared services agreement, Alltel provides certain functions on Spinco’s behalf, including but not limited to
accounting, marketing, customer billing, information technology, legal, human resources, and engineering services. The decline in
2004 also resulted from lower intercompany allocations received from Alltel. In addition, salaries and employee benefit costs declined
$12.1 million in 2004, primarily reflecting cost savings driven by the restructuring initiatives commenced in 2003 and 2004 as
previously discussed.

Depreciation and amortization expense decreased $34.0 million, or 7 percent, in 2005 and $8.0 million, or 2 percent, in 2004. The
decreases in depreciation and amortization expense in both years primarily resulted from a reduction in depreciation rates for certain
of Spinco’s ILEC operations, reflecting the results of studies of depreciable lives completed during 2005 and 2004. During the second
quarter of 2004, a triennial study of depreciable lives was completed related to Spinco’s Nebraska ILEC operations as required by the
Nebraska Public Service Commission. In addition, Spinco completed studies of depreciable lives during 2005 related to its Florida,
Georgia and South Carolina ILEC operations, which also resulted in a reduction in depreciation rates. The depreciable lives were
lengthened to reflect the estimated remaining useful lives of the ILEC plant based on Spinco’s expected future network utilization and
capital expenditure levels required to provide service to its customers. During 2006, Spinco expect to review the depreciation rates
utilized in its remaining ILEC operations.

Royalty expense to Parent decreased 1 percent in both 2005 and 2004, or $1.4 million and $2.8 million, respectively. Spinco’s
ILEC subsidiaries incur a royalty expense from Alltel for the use of the Alltel brand name in marketing and distributing
telecommunications products and services pursuant to a licensing agreement with an Alltel affiliate. Following the spin off and merger
with Valor, Spinco no longer expects to incur this charge as it will no longer use the Alltel brand name.

Wireline segment income decreased $10.9 million, or 2 percent, in 2005 and increased $42.1 million, or 7 percent, in 2004. The
decrease in segment income in 2005 primarily resulted from the decline in revenues and sales due to the loss of access lines, which
were partially offset by the favorable effects of reduced depreciation rates, as discussed above. Conversely, the increase in 2004
primarily reflected the selling of
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¢
additional services and features to existing wireline customers, growth in Spinco’s Internet operations, the effects of the lincremental
strike~related and maintenance costs incurred in 2003 and its cost savings and expense control efforts discussed above.

Set forth below is a summary of the restructuring and other charges related to the wireline operations that were not included in the ,
determination of segment income for the years ended December 31:
2005 2004 2003
(il
%

Severance and employee benefit costs |
Relocation costs
Lease and contract terminationcosts i
Costs associated with pending spin—off and merger of wireline operations

Write—down of software development costs - L =
Other exit costs — .
. Total restructuring and other charges = e s 9§ 113 8 88

Accounting for Regulated Entities

Except for the acquired Kentucky and Nebraska operations, Spinco’s ILEC operations follow the accounting for regulated
enterprises prescribed by SFAS No. 71. Criteria that would give rise to the discontinuance of SFAS No. 71 include (1) increasing
competition restricting the regulated ILEC subsidiaries’ ability to establish prices to recover specific costs and (2) significant changes
in the manner in which rates are set by regulators from cost—based regulation to another form of regulation. Spinco reviews these
criteria on a quarterly basis to determine whether the continuing application of SFAS No. 71 is appropriate. In assessing the continued
applicability of SFAS No. 71, Spinco monitors the following:

* Level of competition in Spinco’s markets. Sources of competition to Spinco’s local exchange business include, but are not
limited to, resellers of local exchange services, interexchange carriers, satellite transmission services, wireless communications
providers, cable television companies, and competitive access service providers including those utilizing Unbundled Network
Elements—Platform (“UNE-P”), VoIP providers and providers using other emerging technologies. Spinco’s ILEC operations
have begun to experience competition in their local service areas. Through December 31, 2005, this competition has not had a
material adverse effect on the results of operations of Spinco’s ILEC operations, primarily because these subsidiaries provide
wireline telecommunications services in mostly rural areas. To date, ILEC subsidiaries have not been required to discount
intrastate service rates in response to competitive pressures.

* Level of revenues and access lines currently subject to rate~of—return regulation or which could revert back to rate—of-return
regulation in the future. For the ILEC subsidiaries that follow SFAS No. 71, all interstate revenues are subject to rate—of-return
regulation. The majority of the ILEC subsidiaries’ remaining intrastate revenues are either subject to rate—of—return regulation or
could become subject to rate—of—return regulation at Spinco’s election, subject in certain cases to approval by the state public
service commissions.

= Level of profitability of the ILEC subsidiaries. Currently, the prices charged to customers for interstate and intrastate services
continue to be sufficient to recover the specific costs of the ILEC subsidiaries in providing these services to customers.

Although Spinco believes that the application of SFAS No. 71 continues to be appropriate, it is possible that changes in regulation,
legislation or competition could result in its ILEC operations no longer qualifying for the application of SFAS No. 71 in the near
future. If Spinco’s ILEC operations no longer qualified for the application of SFAS No. 71, the accounting impact would be a material
non~cash credit to operations. The non—cash credit would consist primarily of the reversal of the regulatory Liability for cost of
removal included in accumulated depreciation net of estimated costs to remove chemically—treated telephone poles required to be
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recognized pursuant to the guidance in FIN 47, which amounted to $156.9 million as of December 31, 2005. At this time, Spinco does
not expect to record any impairment charge related to the carrying value of its ILEC plant. Under SFAS No. 71, Spinco currently
depreciates its ILEC plant based upon asset lives approved by regulatory agencies or as otherwise allowed by law. Upon
discontinuance of SFAS No. 71, Spinco would be required to revise the lives of its property, plant and equipment to reflect the
estimated useful lives of the assets. Spinco does not expect any such revisions in asset hves to have a material adverse effect on its
ILEC operations.

Regulatory Matters , i

Spinco’s ILECs are regulated by both federal and state agencies. Certain of Spihco’s products and services (interstate) and the
related earnings are subject to federal regulation, and others (local and intrastate) are subject to state regulation. With the exception of
the Nebraska and a portion of the Kentucky operations, Spinco’s ILEC operations are subject to rate—of-return regulation on the
federal level by the FCC. The Nebraska and a portion of the Kentucky operations ara subject to price—cap regulation by the FCC that
allows a greater degree of retail pricing flexibility than is afforded to Spinco’s rate—of—return operations. Companies meeting certain
criteria had the option to elect price—cap regulation as part of an FCC order issued in May 2000 (the “CALLS plan™). The CALLS
plan expired on June 30, 2005, and to date, the FCC has not established a successor mechanism for regulating price—cap companies.
Nonetheless, the existing rules and regulations for price—cap compar/nes remain effective until the FCC modifies or otherwise replaces
them with a successor mechanism.

Telecommunications Law Modernization

In 1996, Congress passed the Telecommunications Act of 1996 (the “96 Act”), which significantly changed the existing laws and
regulations governing the telecommunications industry. The primary goal of the 96 Act was to create competition in the wireline
market by requiring ILECs to sell portions of their networks to competitors at reduced wholesale rates. The 96 Act also established
rules for interconnecting wireline and wireless service providers’ networks. Unfortunately, the 96 Act failed to contemplate the rapid
evolution of technology and the associated consumer demand for wireless services, the Internet and VoIP.

Today, providers of communications services are regulated differently depending primarily upon the network technology used to
deliver service. This “patchwork” regulatory approach unfairly advantages certain companies and disadvantages others, which
impedes market—based competition where service providers, regardless of technology, exchange telecommunications traffic between
their networks and compete for the same customers.

In an effort to reform the “patchwork™ regulatory approach, two separate telecommunications bills were introduced in the
U.S. Senate. The first bill, entitled the “Broadband Investment and Consumer Choice Act,” was introduced on July 27, 2005. This bill
reduces the existing level of government regulation within the telecommunications industry in favor of market-based competition and
provides for parity in the remaining rules governing functionally equivalent services, such as broadband access to the Intemnet either
via DSL, cable modem or other technological means. Another bill, entitled “the Universal Service for the 21st Century Act,” was
introduced on July 29, 2005. This bill changes the way telecommunications companies contribute to the universal service fund,
establishes limited support for broadband investment in unserved areas and calls for the FCC to establish inter—carrier compensation
reform within six months of enactment.

Some members of the U.S. House of Representatives have also taken steps to advance the reform of existing telecommunications
laws. Two draft bills have been publicly circulated. The first draft bill calls for federalizing and streamlining regulation of advanced
services; specifically, broadband Internet transmission, VoIP and broadband video services. The second draft bill broadens the
Universal Service contribution base and controls distributions from the fund while extending Universal Service support to broadband
services. In addition to the formal introduction of either, or both, of these draft bills, there will likely be additional bills submitted for
consideration as Congress evaluates changing the regulatory environment in the telecommunications industry. It is not clear whether
Congress will ultimately take action on comprehensive reform, or take
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more targeted reform measures. It is equally unclear whether any of the pending House and Senate telecom bills will be consolidated
with other proposals. Spinco strongly supports the modernization of the nation’s telecommunications laws, but at this time, cannot
predict the timing and the resulting financial impact of these efforts.

State Regulation

Most states in which Spinco’s ILEC subsidiaries operate provide alternatives to rate—of—return regulation for local and intrastate
services, either through legislative or public service commission (“PSC”) rules. Spinco has elected alternative regulation for certain of
its ILEC subsidiaries in Alabama, Arkansas, Florida, Georgia, Kentucky, Nebraska, North Carolina, Ohio, Oklahoma, Pennsylvania,
South Carolina, and Texas. The Missouri PSC ruled that Spinco is not eligible for alternative regulation. However on May 5, 2005, the
Missouri legislature passed an alternative regulation bill that allows Spinco to elect alternative regulation without Missouri PSC
approval. The legislation became effective on August 28, 2005, and Spinco filed an election with the PSC to be regulated under the
new alternative regulation plan on September 13, 2005. As a result of this election, Spinco withdrew its appeal of the Missouri PSC’s
previous decision during the fourth quarter of 2005. Spinco continue to evaluate alternative regulation options in markets where its
ILEC subsidiaries remain subject to rate—of—return regulation, including Mississippi, New York and certain of its Kentucky
operations. See “SPINCO — DESCRIPTION OF BUSINESS, State Regulation” for further discussion.

Inter—carrier Compensation

In April 2001, the ECC released a notice of proposed rulemaking addressing inter—carrier compensation. Under this rulemaking,
the FCC proposed a “bill and keep” compensation methodology under which each telecommunications carrier would be required to
recover all of its costs to originate and terminate telecommunications traffic from its end—user customers rather than charging other
carriers. The proposed “bill and keep” method would significantly overhaul the existing rules governing inter—carrier compensation.
On March 3, 2005, the FCC released a further notice of proposed rulemaking addressing inter—carrier compensation. Under this
proposed rulemaking, the FCC requested comment on several alternative inter—carrier compensation proposals, including “bill and
keep.” The outcome of this proceeding is likely to change the way Spinco receives compensation from, and remits compensation to,
other carriers'and its end user customers. Until this proceeding concludes and the changes to the existing rules are established, if any,
Spinco cannot estimate the impact of the changes on its ILEC revenues and expenses or when the changes would occur.

On October 8, 2004, the FCC granted in part and denied in part a petition filed by Core Communications requesting that the FCC
forbear from énforcing provisions of the FCC’s 2001 Internet Service Provider (“ISP”) Remand Order. The FCC granted forbearance
from part of the ISP Remand Order finding they were no longer in the public interest. Various parties have filed for reconsideration
with the FCC and have appealed the decision to the U.S. Court of Appeals for the District of Columbia Circuit. If the FCC’s decision
in this order is upheld, Spinco is likely to incur additional costs for delivering ISP-bound traffic originated by its customers to
competitive wireline service providers serving ISP’s. Although Spinco has not fully quantified the effects of this order, it believes that
the additional expense would be less than $10.0 million annually.

On July 6, 2005, a hearing examiner issued a recommended order to the Georgia PSC that, if adopted, would prospectively
preclude LECs from assessing access charges for non-local calls between 0 and 16 miles that originate on the network of one LEC
and terminate on the network of a different LEC. Along with other LECs in Georgia, Spinco requested that the Georgia PSC reject the
recommended order and find that access charges continue to apply to these intrastate calls. If the Georgia PSC ultimately adopts the
recommended order, Spinco would incur a reduction in annual revenues of approximately $12.0 million. A final order will not likely
become effective before the end of the first quarter of 2006.
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Universal Service

The federal universal service program is under legislative, regulatory and industry scrutiny as a result of growth in the fund and
structural changes within the telecommunications industry. The structural changes include the increase in the number of eligible
telecommunications carriers receiving money from the USF and a migration of customers from wireline service providers to providers
using alternative technologies like VolIP that, today, are not required to contribute to the universal service program. There are several
FCC proceedings underway that are likely to change the way universal service programs are funded and the way these funds are
disbursed to program recipients. The specific proceedings are discussed in greater detail below.

In May 2001, the FCC adopted the Rural Task Force Order that established an interim universal service mechanism governing
compensation for rural telephone companies for the ensuing five years. The interim mechanism has allowed rural carriers to continue
receiving high—cost funding based on their embedded costs. On June 2, 2004, the FCC asked the Federal/ State Joint Board on
Universal Service (the “Joint Board”) to review the FCC’s rules as they pertain to rural telephone companies and to determine what
changes, if any, should be made to the existing high—cost support mechanism when the interim funding program expires in June 2006.
The Joint Board sought comment on such a mechanism on August 16, 2004, but has taken no further action. In the event a new
mechanism is not established for rural carriers prior to the expiration of the plan, the FCC likely will extend the interim mechanism
currently in place. In addition, the Joint Board sought comment on whether companies operating multiple distinct geographic market
areas within a state should consolidate them for purposes of calculating universal service support. If the FCC implements this
proposal, Spinco’s universal service revenues would be reduced from their current level by approximately $8.5 million annually. On
August 17, 2005, the Joint Board sought comment on four separate proposals to modify the distribution of high—cost universal service
support. Each of the proposals provides state public service commissions a greater role in the support distribution process, which
would remain subject to specific FCC guidelines. Spinco cannot estimate the impact of the potential change from embedded cost to

another methodology, or the impact of other potential changes to the fund contemplated by the Joint Board until the specific changes,
if any, are determined.

On June 14, 2005, the FCC issued a notice of proposed rulemaking initiating a broad inquiry into the management and
administration of the universal service programs. The notice of proposed rulemaking seeks comment on ways to streamline the
application process for federal support and whether and how to increase audits of fund contributors and fund recipients in an effort to
deter waste and fraud. The FCC is also considering proposals regarding the contribution methodology, which could change the types
of service providers required to contribute to the fund (i.e. local exchange providers, wireless providers, long—distance providers, etc.)

and the basis on which they contribute. At this time, Spinco cannot estimate the impact that the potential changes, if any, would have
on its operations.

On December 9, 2005, the FCC issued a notice of proposed rulemaking seeking comments on the need to redefine certain statutory
terms established by the 96 Act. Changes to these defined statutory terms could result in a different allocation of universal service
support to non—rural carriers. Spinco receives approximately $9.5 million annually in non—rural universal service support and cannot
estimate the financial impact resulting from changes to the definitions of the statutory terms until such changes, if any, are determined.

The FCC mandated that the Universal Service Administrative Company (“USAC”) begin accounting for the USF program in
accordance with generally accepted accounting principles for federal agencies effective October 1, 2004, rather than the accounting
rules that USAC formerly used. This change in accounting method subjected USAC to the Anti—Deficiency Act (the “ADA”), the
effect of which could have caused delays in payments to USF program recipients and significantly increased the amount of USF
regulatory fees charged to wireline consumers. In December 2004, Congress passed legislation to exempt USAC from the ADA for
one year to allow for a more thorough review of the impact the ADA would have on the universal service program. In April 2005, the
FCC tentatively concluded that the high—cost and low—income universal service programs are compliant with ADA requirements, and
asked the Office of Management and Budget (“*OMB”) to make a final determination on this issue, which they have yet to do. On
November 22, 2005, the Science, State, Commerce and Justice Department appropriations bill was enacted, which exempted the USF
program from the ADA for another year until December 31, 2006.
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Emerging Competitive Technologies — VoIP

Voice telecommunications services utilizing IP as the underlying transmission technology, VoIP, are challenging existing
regulatory definitions and raising questions concerning how IP--enabled services should be regulated, if at all. Several state
commissions have attempted to assert jurisdiction over VolIP services, but federal courts in New York and Minnesota have ruled that
the FCC preempts the states with respect to jurisdiction. These cases are on appeal. On March 10, 2004, the FCC released a notice of
proposed rulemaking seeking comment on the appropriate regulatory treatment of IP-enabled communications services. The FCC
indicated that the cost of the public switched telephone network should be borne equitably by the users and requested comment on the
specific regulatory requirements that should be extended to IP~enabled service providers, including requirements relating to E-911,
accessibility for the disabled, inter—carrier compensation and universal service. Although the FCC’s rulemaking regarding IP—enabled
services remains pending, the FCC has adopted a series of related orders establishing broad parameters for the regulation of those
services.

On February 12, 2004, the FCC released an order declaring Pulver.com’s “free” IP—based, peer—to—peer service that requires
specialized telephone equipment or software for computers was not a regulated “telecommunications service,” but rather was an
unregulated “information service” subject to federal jurisdiction.

On April 21, 2004, the FCC denied a waiver petition filed by AT&T requesting that its IP telephony service be exempt from
paying access compensation to wireline local service providers. The FCC ruled AT&T’s IP telephony service, which converted voice
calls to an IP format for some portion of the routing over the public switched telephone network prior to converting the calls back to
their original format, was a regulated “telecommunications service” subject to payment of access compensation to LECs.

On November 12, 2004, the FCC ruled that Internet—based service provided by Vonage Holdings Corporation (“Vonage™) should
be subject to federal rather than state jurisdiction. Several state commissions appealed the FCC’s Vonage decision, and these appeals
are presently pending before the U.S. Eighth Circuit Court of Appeals. The FCC has not yet determined how Vonage’s service should
be classified for regulatory purposes, but is likely to address the “information service” vs. “telecommunications service” debate in its
pending rulemaking regarding IP-enabled services. Also, the manner and scope of any regulatory treatment of VoIP service is
addressed in several of the bills pending in Congress.

On June 3, 2005, the FCC took swift action in response to several incidents where VolIP customers were unable to complete E-911
calls. The FCC ordered all VolP service providers whose service is interconnected with the public switched telephone network to
provide E-911 services to their customers no later than November 28, 2005.

CALEA

The Commission on Accreditation for Law Enforcement Agencies, Inc. (“CALEA™) requires wireline carriers to ensure that their
networks are capable of accommodating lawful intercept requests received from law enforcement agencies. The FCC has imposed
various obligations and compliance deadlines, with which Spinco has either complied or, in accordance with CALEA, filed a request
for an extension of time. In response to a petition filed by the DOJ and other federal agencies, the FCC initiated a rulemaking in
August 2004, to adopt new rules under CALEA pertaining to wireline carriers’ packet mode communications services, including
Internet protocol (“IP”) based services. On September 21, 2005, the FCC issued an order in this proceeding finding that providers of
certain broadband and interconnected VolIP services are “telecommunication services” subject to CALEA requirements, and must be
prepared to provide electronic surveillance to law enforcement upon proper authorization. Several appeals have been filed. If the FCC
ultimately determines that IP-enabled services are not subject to similar regulatory requirements that are applicable to inter—exchange
and local exchange service providers, including contributions to federal and state universal service programs, inter—carrier
compensation obligations, federal and state tax obligations and service quality metrics, Spinco’s regulated local exchange operations
will be competitively disadvantaged. However, until the FCC issues its decision in these proceedings, Spinco cannot determine the
extent of the impact on its operations, if any.
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Broadband

On September 23, 2005, the FCC released an order declaring wireline broadband Internet access service (“DSL”) an “information
service” functionally integrated with a telecommunications component and no longer subject to a higher level of regulation as
compared to broadband cable modem service. This order establishes a framework that may eventually allow Spinco’s DSL service to
obtain regulatory parity with cable modem service, which is lightly regulated. The FCC order requires wireline broadband service
providers, like Spinco, to continue offering broadband access on a stand—alone basis to ‘competing unaffiliated Internet service
provxders for one year, after which they will no longer be required to do so. Additiohally, the order preserves the current method of
assessing universal service contributions on DSL revenues for a 270—day period after the effective date of the order, or until the FCC
adopts a new contribution methodology to the universal service fund. Spinco could benefit from the decreased regulatory oversight of
its DSL service through additional retail pricing flexibility. Spinco’s DSL products are experiencing significant growth throughout its
service areas, and the primary DSL competitor is the historically less—regulated cable modem service. However, the FCC has yet to
establish specific rules for deregulating DSL service, and until the FCC has done so,\Spinco’s DSL products and services remain
regulated by the FCC. -

Because certain of the regulatory matters discussed above are under FCC or judicial review, resolution of these matters continues
to be uncertain. Therefore, Spinco cannot predict at this time the specific effects, if any, that the 96 Act, regulatory decisions and
rulemakings, and future competition will ultimately have on its ILEC operations.

Product Distribution
2005 2004 2003

(Millions, except customers in
__thousands)

Revenues and sales: .
278.9

Product distribution
_ Total revenues and sales 2789
Costs and expenses; e
- Cost of products sold -~ “ 25950
Sellmg, general, admmxstratwe and other 136
. Depreciation and amortization’ - Cree

Total costs and expenses 275.5

Segment income. o o 34

Revenues and sales from Spinco’s product distribution operations increased $50.4 million, or 20 percent, in 2005 and decreased
$21.4 million, or 8 percent, in 2004. As noted in the table above, the increase in revenues and sales in 2005 primarily reflected growth
in sales of telecommunications equipment, primarily due to an increase in capital expenditures by Spinco’s wireline operations and
data products. The decrease in revenues and sales in 2004 reflected declines in sales of telecommunications equipment, primarily due
to a reduction in capital expenditures by Spinco’s wireline operations.

Product distribution segment income increased $1.3 million, or 42 percent, in 2005 and remained substantially unchanged in 2004.
The increase in 2005 was primarily due to a decrease in depreciation and amortization expense based on certain assets being fully
depreciated.

Set forth below is a summary of the restructuring and other charges related to the other operations that were not included in the
determination of segment income for the years ended December 31:

2005 2004 2003
e (M'""’"S) ,
Severance and employee benefitcosts .. 0o & 0 8 01§

Total restructuring and other charges S — 3 0.1 s —
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Othér Operations

2005 2004 2003
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h

Revemi’eé andsales o v_”'j-:;-"f' o i cEh e
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Telecommumcatxons 1nf0rrnat10n serv1ces
. Total revenues and sales o
Costs and expenses:
“Cost of services
Cost of products sold o
‘Selling, general, administrative and other -
Depreciation and amortization
. Totalcostsandexpenses o b
Segment income
Long-distance customers. .~ -

Revenues and sales from Spinco’s other operations decreased $19.5 million, or 5 percent, in 2005 and decreased $41.9 million, or
10 percent, in 2004. As noted in the table above, the decrease in revenues and sales in 2005 primarily reflected declines in revenues
earned from telecommunications information services due to the loss of one of Spinco’s remaining unaffiliated wireline services
customers during the fourth quarter of 2004. Revenues derived from long—distance services increased $6.3 million in 2005, primarily
due to an increase in customer billing rates initiated during the second quarter of 2005 on one of Spinco’s most popular billing plans.
This increase in rates was partially offset by the effects of customers migrating to packaged rate plans. In response to competitive
pressures, Spinco has introduced packaged rate plans in its long—distance markets that provide customers with unlimited calling for
one flat monthly rate. Revenues derived from directory publishing services in 2005 were relatively unchanged from 2004.

The decrease in revenues and sales in 2004 reflected declines in sales of long—distance services and telecommunications
information services, partially offset by an increase in directory publishing revenues. Revenues attributable to long—distance services
declined $8.2 million in 2004. Although the number of long—distance customers served increased during 2004, revenues decreased,
primarily due to declining usage by residential customers and a reduction in customer billing rates due to competition.
Telecommunications information services revenues decreased $67.1 million in 2004, primarily due to the December 2003 sale of
certain assets and related liabilities, including selected customer contracts and capitalized software development costs, to Convergys,
and the loss of one of Spinco’s remaining unaffiliated wireline services customers. The customer contracts sold to Convergys
represented approximately 48 percent of the total revenues and sales reported by the telecommunications information services
operations in 2003.

Directory publishing revenues increased $33.3 million in 2004, primarily due to an increase in the number of directory contracts
published, including the initial publication of directories for the acquired Kentucky and Nebraska operations previously discussed. In
addition, the increase in 2004 also reflected a change in accounting for directory contracts in which Spinco has a secondary delivery
obligation. Effective January 1, 2003, Spinco began deferring a portion of its revenues and related costs to provide for secondary
deliveries. As a result, revenues and related costs associated with any directories for which secondary deliveries were required, but not
yet made, were deferred, resulting in a reduction in directory publishing revenues in 2003 of $5.3 million.

Other operations segment income remained substantially unchanged in 2005 and decreased $18.5 million, or 30 percent, in 2004.
The decline in 2004 was primarily due to the decrease in revenues and sales noted above. The adverse effects on segment income
attributable to the decrease in revenues and sales in 2004 were partially offset by improved profit margins in the directory publishing
operations. Profit margins for the directory publishing operations in 2003 had been adversely affected by increased selling, marketing
and other
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start—up costs incurred in order for Spinco’s publishing subsidiary to begin providing all directory publishing services, except printing,
for all directory contracts published in 2004. Except for a limited number of directory contracts published in 2003, these publishing
services were previously contracted out to a third party. Partially offsetting the 2004 improvement in the profit margins of the
directory publishing operations attributable to the favorable effects of the start-up costs incurred in 2003 was an increase in bad debt
expense of $6.1 million.

Set forth below is a summary of the restructuring and other charges related to the other operations that were not included in the
determination of segment income for the years ended December 31:
2004 2003

., (Millions)

Severance and employee benefit costs
Relocation costs
Lease and:contract termination costs S
erte—down of software development costs
- Total restructuring and other charges ...

Segment Capital Requirements

The primary uses of cash for Spinco’s operating segments are capital expenditures for property, plant and equipment and
expenditures for capitalized software development to support Spinco’s wireline operations. Annual capital expenditures and
expenditures for software development by operating segment are forecasted as follows for 2006:

Software
Capital Expenditures Development
Totals
)
. (Mnlhons o

Wireline' +

Product stm ut1

Other
Totals |

Capital expenditures for 2006 will be primarily incurred to construct additional network facilities and to upgrade Spinco’s
telecommunications network. The forecasted spending levels in 2006 are subject to revision depending on changes in future capital
requirements of Spinco’s business segments. Both of Spinco’s operating segments in 2005 generated positive cash flows sufficient to
fund their day—to—day operations and to fund their capital requirements. Spinco expects its operating segments to continue to generate
sufficient cash flows in 2006 to fund their operations and capital requirements.

inanci ndition, Liguidity an ital

2005 2003

Cash flows from (used in):
Operating activitie

. Investing activities
Financing activities

- Effect of exchange rate changes _
Change in cash and short~term investments
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Cash Flows from Operations

For each of the three years in the period ended December 31, 2005, cash provided from operations was Spinco’s primary source of
funds. The decreases in cash provided from operations in both 2005 and 2004 primarily reflected the decline in earnings from
Spinco’s wireline business segment. Cash flows from operations in 2004 was also adversely affected by changes in working capital
requirements, including timing differences in the billing and collection of accounts receivables and the payment of trade payables and
taxes. During 2005, Spinco generated sufficient cash flows from operations to fund its capital expenditure requirements, dividend
payments to Alltel and scheduled long-term debt payments as further discussed below. Spinco expects to generate sufficient cash
flows from operations to fund its operating requirements in 2006.

Cash Flows Used in Investing Activities

Capital expenditures continued to be Spinco’s primary use of capital resources. Capital expenditures were $352.9 million in 2005,
$333.3 million in 2004 and $383.2 million in 2003. Capital expenditures in each of the past three years were incurred to construct
additional network facilities and to upgrade Spinco’s telecommunications network in order to offer other communications services,
including long—distance, Internet and broadband communications services. During each of the past three years, Spinco funded
substantially all of its capital expenditures through internally generated funds. As indicated in the table above under “Segment Capital
Requirements,” Spinco expects capital expenditures to be approximately $348.0 million to $353.0 million for 2006, which will be '
funded primarily from internally generated funds. Investing activities also included outlays for capitalized software development
costs, which were $4.0 million in 2005, $4.5 million in 2004 and $7.6 million in 2003. As indicated in the table above under “Segment
Capital Requirements,” Spinco expects expenditures for capitalized software development to be approximately $2.0 million for 2006,
which also will be funded from internally generated funds.

Cash flows from investing activities for 2003 included $37.0 million of proceeds received from the sale to Convergys of certain
assets related to Spinco’s telecommunications information services operations, as previously discussed.

Cash Flows Used in Financing Activities

Dividend payments to Alltel remained a significant use of Spinco’s capital resources during each of the three years in the period
ended December 31, 2005. Dividend payments to Alltel amounted to $233.6 million in 2005, $239.1 million in 2004 and
$232.4 million in 2003. Prior to the spin—off, Spinco expects to continue the payment of cash dividends to Alltel during 2006.
Operating cash flows are expected to be sufficient to fund the future dividend payments to Alltel.

As further discussed under “Liquidity and Capital Resources,” in connection with the spin—off, Spinco will pay a special dividend
to Alltel in an amount not to exceed Alltel’s tax basis in its operations, currently estimated to be approximately $2.4 billion. Spinco
will fund the special dividend payment from borrowings under a new senior secured credit agreement or the issuance of unsecured
debt securities in a private placement or through a public offering.

Retirements of long—term debt amounted to $22.1 million in both 2005 and 2004 and $282.6 million in 2003. Retirements of
long—term debt in 2005 and 2004 reflected the required scheduled principal payments under Spinco’s existing long~term debt
obligations. In addition to the required scheduled principal payments, retirements of long—term debt in 2003 included the repayment
of $249.1 million of long—term debt outstanding under the Rural Utilities Service, Rural Telephone Bank and Federal Financing Bank
programs. (See Note 4 to the combined financial statements for additional information regarding Spinco’s long~term debt.)

As previously discussed, Spinco participates in the centralized cash management practices of Alltel. Under these practices, cash
balances are transferred daily to Alltel bank accounts, and Spinco obtains interim financing from Alltel to fund its daily cash
requirements and invest short-term excess funds with Alitel. At December 31, 2005 and 2004, Spinco had a net payable to Alitel
which is included in the Parent Company Investment in the accompanying combined balance sheets and statements of equity. During
each of the past three years, Spinco reduced its overall net borrowings from Alltel. Reductions in advances to Alltel amounted to
$346.7 million in 2005, $365.9 million 2004 and $269.2 million in 2003.
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Liquidity and Capital Resources .

Spinco believes that it has adequate. operating cash flows to finance its ongoing operating requirements, including capital
expenditures, repayment of long~term debt and payment of dividends to Alltel. As previously discussed, however, in conjunction with
the spin—off, Spinco will pay a special dividend to Alltel in an amount not to exceed Alltel’s tax basis in its wireline operations,
currently estimated to be approximately $2.4 billion, which Alitel will use to repurchase stock pursuant to a special stock buyback
program authorized by the Alltel Board of Directors in connection with the spin—off, to'repay outstanding indebtedness, or both,
within one year following the spin—off, and will distribute to Alltel the exchange notes, which Alltel intends to exchange for
outstanding Alltel debt securities or otherwise transfer to Alltel’s creditors thereby reducing Alltel’s outstanding indebtedness. In
addition, in conjunction with the merger with Valor, Spinco expects to repay approximately $81.0 million of its existing long—term
debt obligations, including accrued interest. Upon repayment of Spinco’s existing long~term debt obligations, Spinco expects to incur
approximately $9.5 million of prepayment penalties. Prior to the distribution and merger, Spinco will consummate certain financing
transactions pursuant to which it will incur approximately $3.965 billion in indebtedness through (1) borrowing under a new senior
secured credit agreement or the issuance of senior unsecured debt securities in an offering under Rule 144A, promulgated under the
Securities Act of 1933, as amended, or a public offering and (2) the distribution of the exchange notes to Alltel. All proceeds of the
financing will be used to pay the consideration to be received by Alltel for the contribution (through payment of the special dividend
and distribution of the exchange notes) and to pay related fees and expenses. Alltel has received a commitment letter from various
financial institutions to provide Spinco with up to $4.2 billion in senior secured credit facilities comprised of term loan facilities in an
aggregate amount of up to $3.7 billion and a revolving credit facility of up to $500 million to pay the special dividend and to fund its
other financing requirements related to the spin—off and merger with Valor.

By virtue of the merger, Newco will assume $261 million in Alitel debt and $400 million in outstanding Valor debt securities.
Newco will also borrow approximately $781 million under its new senior secured credit facility in order to prepay the amounts
outstandmg under Valor’s existing credit facility. These amounts, together with the $3.965 billion in financings consummated by
Spinco prior to the merger and certain expenses related to the transaction, will result in Newco having approximately $5.5 billion in
total debt immediately following completion of the merger. It is expected that Newco will use proceeds from its new senior secured
credit facilities to refinance approximately $81.0 million of Alltel’s outstanding bonds (plus an additional approximately $9.5 million
in related make—~whole premiums) and to purchase any of Valor’s outstanding bonds that may be tendered pursuant to the terms
thereof as a result of the merger. However, no Valor bonds are expected to be tendered as a result of the merger.

Certain of Spinco’s debt agreements contain various covenants and restrictions specific to the subsidiary that is the legal
counterparty to the agreement. As of December 31, 2005, Spinco was in compliance with all such covenants and restrictions.

At December 31, 2005, current maturities of long—term debt were $22.1 million. Spinco expects to fund the payment of this
obligation through operating cash flows.

Pension Plans

Substantially all of Spinco’s employees participate in a qualified defined benefit pension plan maintained by Alltel. Prior to
January 1, 2005, employees of Spinco’s directory publishing subsidiary did not participate in the plan. In December 2005, the
qualified defined benefit pension plan was amended such that future benefit accruals for all eligible non—bargaining employees ceased
as of December 31, 2005 (December 31, 2010 for employees who had attained age 40 with two years of service as of December 31,
2005). Alitel also maintains a supplemental executive retirement plan that provides unfunded, non—qualified supplemental retirement
benefits to a select group of Spinco’s management employees. In addition, Alltel has entered into individual retirement agreements
with certain of Spinco’s retired executives providing for unfunded supplemental pension benefits. Spinco received allocations of
pension expense related to these plans from Alitel totaling $15.1 million in 2005, $11.3 million in 2004 and $16.4 million in 2003.
The amount of pension expense recognized by Spinco during
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2006 may change as employees performing shared functions are identified to join Spinco, and such change may be material. As of
December 31, 2005 and 2004, no allocation of Spinco’s share of the pension plans’ assets or liabilities had been included in its
financial statements. Upon completion of the spin-off, the amount of pension plans’ assets or liabilities related to Spinco’s employees
will be allocated from Alltel.

Alltel calculated Spinco’s annual pension expense for 2006 based upon a number of actuarial assumptions, including an expected
long—term rate of return on qualified pension plan assets of 8.50 percent and a discount rate of 5.80 percent. In developing the
expected long—term rate of return assumption, Alltel evaluated historical investment performance, as well as input from its investment
advisors. Projected returns by such advisors were based on broad equity and bond indices. Alltel also considered the pension plan’s
historical returns since 1975 of 11.0 percent. Its expected long—term rate of return on qualified pension plan assets is based on a
targeted asset allocation of 70 percent to equities, with an expected long—term rate of return of 10 percent, and 30 percent to fixed
income assets, with an expected long—term rate of return of 5 percent. For the year ended December 31, 2005, the actual return on
qualified pension plan assets was 7.2 percent.

The discount rate selected is based on a review of current market interest rates of high—quality, fixed—rate debt securities adjusted
to reflect the duration of expected future cash outflows for pension benefit payments. In developing the discount rate assumption for
2006, Alltel reviewed the high—grade bond indices published by Moody’s and Standard & Poor’s as of December 31, 2005 and other
available market data and constructed a hypothetical portfolio of high quality bonds with maturities that mirrored the expected
payment stream of its pension benefit obligation. The discount rate determined on this basis decreased from 6.00 percent at
December 31, 2004 to 5.80 percent at December 31, 2005.

In conjunction with the spin off, Spinco’s employees and retirees will cease to participate in Alltel’s qualified defined benefit
pension plan. Spinco will establish a separate plan that will mirror Alltel’s plan, which will recognize its employees’ and retirees’
prior rights and benefits under the Alltel pension plan. Alitel will transfer an amount, currently estimated to be approximately
$750.0 million, from Alltel’s qualified defined benefit pension plan to Spinco’s plan trust. The actual amount of the transfer will be
determined upon completion of the spin—off. Spinco does not expect that any contributions to the plan calculated in accordance with
the minimum funding requirements of the Employee Retirement Income Security Act of 1974 will be required in 2006. Future
contributions to the plan will depend on various factors, including future investment performance, changes in future discount rates and
changes in the demographics of the population participating in the qualified pension plan.

Other Postretirement Benefits
1

Spinco provides postretirement healthcare and life insurance benefits for eligible employees. Retired employees share a portion of
the cost of these benefits. Spinco funds the accrued costs of these plans as benefits are paid. Spinco incurred postretirement benefits
expense totaling $16.7 million in 2005, $14.5 million in 2004 and $18.1 million in 2003. Postretirement benefits expense for 2006 is
estimated to be approximately $16.6 million. As of December 31, 2005 and 2004, $89.0 million and $80.5 million, respectively, of the
postretirement benefits plans’ liabilities were included in the other liabilities in the accompanying combined balance sheets.

Spinco calculated its annual postretirement expense for 2006 based upon a number of actuarial assumptions, including a healthcare
cost trend rate of 10.00 percent and a discount rate of 5.70 percent. Consistent with the methodology used to determine the appropriate
discount rate for Alltel’s pension obligations, the discount rate selected for postretirement benefits is based on a hypothetical portfolio
of high quality bonds with maturities that mirrored the expected payment stream of the benefit obligation. The discount rate
determined on this basis decreased from 6.00 percent at December 31, 2004 to 5.70 percent at December 31, 2005. Lowering the
discount rate by an additional 0.25 percent (from 5.70 percent to 5.45 percent) would result in an increase in Spinco’s allocation of
postretirement expense of approximately $400,000 in 2006.

The healthcare cost trend rate is based on Spinco’s actual medical claims experience and future projections of medical costs. For
the year ended December 31, 2005, a one percent increase in the assumed
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healthcare cost trend rate would increase Spinco’s postretirement benefit cost by approximately $1.1 million, while a one percent
decrease in the rate would reduce its allocation of postretirement benefit cost by approximately $1.0 million.

Under the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (the “Act”), beginning in 2006, the Act will
provide a prescription drug benefit under Medicare Part D, as well as a federal subsidy to plan sponsors of retiree healthcare plans that
provide a prescription drug benefit to their participants that is at least actuarially equivalent to the benefit that will be available under
Medicare. The amount of the federal subsidy will be based on 28 percent of an individual beneficiary’s annual eligible prescription
drug costs ranging between $250 and $5,000. Based on Spinco’s understanding of the Act, it determined that a substantial portion of
the prescription drug benefits provided under its postretirement benefit plan would be deemed actuarially equivalent to the benefits
provided under Medicare Part D. On January 21, 2005, the Department of Health and Human Services issued final federal regulations
related to the federal subsidy. These final rules did not have a material effect on Spinco’s benefit costs or accumulated postretirement
benefit obligation.

Off—Balance Sheet Arrangements

Spinco does not use securitization of trade receivables, affiliation with special purpose entities, variable interest entities or
synthetic leases to finance its operations. Additionally, Spinco has not entered into any arrangement requiring it to guarantee payment
of third party debt or to fund losses of an unconsolidated special purpose entity.

Contractual Obligations and Commitments

Set forth below is a summary of Spinco’s material contractual obligations and commitments as of December 31, 2005:
Payments Due by Period

Less More
Than 1-3 3-5 Than
1 Year Years Years 5 Years Total
_ (Millions)

Long-term debt; including current maturities(a) ' G
Interest payments on 10ng~term debt oblxgatlons o
Operatmgleases o Db
Purchase obllgatlons(b)

7.8 399 % 1541 8§ 2618
sy

Other long—term liabilities(c) = =~ = 6077
Total contractual obligations and
commitments $ 795 $ 1839 $ 168.3 $ 7643 $ 1,196.0

(a) Excludes $(1.0) million of unamortized discounts included in long—term debt at December 31, 2005.

(b) Purchase obligations represent amounts payable under noncancellable contracts and primarily represent agreements for software
licensing.

(c) Other long—term liabilities primarily consist of deferred tax liabilities and other postretirement benefit obligations.

Under Spinco’s long—term debt borrowing agreements, acceleration of principal payments would occur upon payment default,
violation of debt covenants not cured within 30 days or breach of certain other conditions set forth in the borrowing agreements. At
December 31, 2005, Spinco was in compliance with all of its debt covenants. There are no provisions within any of Spinco’s leasing
agreements that would trigger acceleration of future lease payments. (See Notes 4, 6, 10 and 11 to the consolidated financial
statements for additional information regarding certain of the obligations and commitments listed above.)
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Market Risk

1
Because Spinco does not hold significant investments in marketable equity securities, it is not subject to material market risk from
changes in marketable equity security prices. In addition, because Spinco’s business operations in foreign countries are not material to
its consolidated operations, financial condition and liquidity, it is not subject to material foreign currency exchange rate risk from the
effects that exchange rate movements of foreign currency would have on its future costs or cash flows. Finally, because all of Spinco’s
outstanding borrowings are at fixed interest rates, it also is not subject to material market risk from changes in interest rates.
l

'

Critical Accounting Policies

Spinco prepares its consolidated financial statements in accordance with accouﬁting principles generally accepted in the United
States. Spinco’s significant accounting policies are discussed in detail in Note 1 to the consolidated financial statements. Certain of
these accounting policies as discussed below require management to make estimates and assumptions about future events that could
materially affect the reported amounts of assets, liabilities, revenues and expenses arld disclosure of contingent assets and liabilities.
These critical accounting policies include the following: ‘ '

In evaluating the collectibility of Spinco’s trade receivables, it assesses a number of factors including a specific customer’s
ability to meet its financial obligations to it, as well as general factors, such as the length of time the receivables are past due and
historical collection experience. Based on these assumptions, Spinco records an allowance for doubtful accounts to reduce the
related receivables to the amount that it ultimately expects to collect from customers. If circumstances related to specific
customers change or economic conditions worsen such that Spinco’s past collection experience is no longer relevant, its estimate
of the recoverability of its trade receivables could be further reduced from the levels provided for in the consolidated financial
statements. At December 31, 2005, Spinco’s allowance for doubtful accounts was $14.1 million. A 10 percent increase in this
reserve would have increased the provision for doubtful accounts by $1.4 million for the year ended December 31, 2005.

The annual costs of providing pension and other postretirement benefits are based on certain key actuarial assumptions as
discussed above. As previously discussed, the discount rate selected is based on a review of current market interest rates on
high—quality, fixed—rate debt securities adjusted to reflect Spinco’s longer duration of expected future cash outflows for benefit
payments. The expected return on plan assets reflects Spinco’s view of the long—term returns available in the investment market
based on historical averages and consultation with investment advisors. The healthcare cost trend rate is based on Alltel’s actual
medical claims experience and future projections of medical costs. See “Pension Plans” and “Other Postretirement Benefits” for
the effects on Spinco’s future benefit costs resulting from changes in these key assumptions.

The calculation of depreciation and amortization expense is based on the estimated economic useful lives of the undeflying
property, plant and equipment and finite—lived intangible assets. Although Spinco believes it is unlikely that any significant
changes to the useful lives of its tangible or finite-lived intangible assets will occur in the near term, rapid changes in technology
or changes in market conditions could result in revisions to such estimates that could materially affect the carrying vatue of these
assets and Spinco’s future operating results. In addition, as previously discussed, during 2005 and 2004, Spinco reduced the
depreciation rates on property, plant and equipment used in certain of Spinco’s ILEC markets based on studies of the related lives.
Spinco also intends to perform similar studies on the property, plant and equipment used in its remaining ILEC markets during
2006. Spinco cannot predict what impact the results of those studies will have on depreciation and amortization expense in 2006.
However, an extension of the average useful life of Spinco’s property, plant and equipment and finite—lived intangible assets of
one year would decrease depreciation and amortization expense by approximately $20.5 million per year, while a reduction in the
average useful life of one year would increase depreciation and amortization expense by approximately $24.0 million per year.
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In accordance with SFAS No. 142, Spinco tests its goodwill and other indefinite~lived intangible assets for impairment at least
annually, which requires it to determine the fair value of these intangible assets, as well as the fair value of its reporting units. For
purposes of testing goodwill, fair value of the reporting units is determined utilizing a combination of the discounted cash flows of
the reporting units and calculated market values of comparable public companies. Fair value of the other indefinite-lived
intangible assets is determined based on the discounted cash flows of the related business segment. During 2005 and 2004, no
write—downs in the carrying values of either goodwill or indefinite—lived intangible assets were required based on their calculated
fair values. In addition, reducing the calculated fair values of goodwill and the other indefinite-lived intangible assets by five
percent would not have resulted in an impairment of the carrying value of the related assets in either 2005 or 2004. Changes in the
key assumptions used in the discounted cash flow analysis due to changes in market conditions could adversely affect the
calculated fair values of goodwill and other indefinite—lived intangible assets, materially affecting the carrying value of these
assets and Spinco’s future consolidated operating results.

Spinco’s estimates of income taxes and the significant items resuiting in the recognition of deferred tax assets and liabilities
are disclosed in Note 10 to the consolidated financial statements and reflect its assessment of future tax consequences of
transactions that have been reflected in its financial statements or tax returns for each taxing authority in which it operates. Actual
income taxes to be paid could vary from these estimates due to future changes in income tax law or the outcome of audits
completed by federal, state and foreign taxing authorities. Included in the calculation of Spinco’s annual income tax expenses are
the effects of changes, if any, to its income tax contingency reserves. Spinco maintains income tax contingency reserves for
potential assessments from the IRS or other taxing authorities. The reserves are determined based upon Spinco’s judgment of the
probable outcome of the tax contingencies and are adjusted, from time to time, based upon changing facts and circumstances.
Changes to the tax ¢tontingency reserves could materially affect its future consolidated operating results in the period of change.

Legal Proceedings

Spinco is party to various legal proceedings arising in the ordinary course of business. Although the ultimate resolution of these
various proceedings cannot be determined at this time, Spinco does not believe that such proceedings, individually or in the aggregate,
will have a material adverse effect on its future results of operations or financial condition. In addition, Spinco is currently not aware
of any environmental matters that, individually or in the aggregate, would have a material adverse effect on its consolidated financial
condition or results of operations.

i

Recently Issued Accounting Pronouncements

On December 16, 2004, the FASB issued SFAS No. 123(R), “Share—Based Payment,” which is a revision of SFAS No. 123 and
supercedes Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” and related Interpretations.
SFAS No. 123(R) requires all share—based payments to employees, including grants of employee stock options, to be valued at fair
value on the date of grant, and to be expensed over the applicable vesting period. Pro forma disclosure of the income statement effects
of share—based payments is no longer an alternative. In addition, companies must also recognize compensation expense related to any
awards that are not fully vested as of the effective date. Compensation expense for the unvested awards will be measured based on the
fair value of the awards previously calculated in developing the pro forma disclosures in accordance with the provisions of
SFAS No. 123. On March 25, 2005, the SEC staff issued Staff Accounting Bulletin (“SAB”) 107, which summarizes the staff’s views
regarding the interaction between SFAS No. 123(R) and certain SEC rules and regulations and provides additional guidance regarding
the valuation of share-based payment arrangements for public companies. On April 15, 2005, the SEC amended Rule 4-01(a) of
Regulation S—X regarding the date public companies are required to comply with the provisions of SFAS No. 123(R), such that
calendar year companies will now be required to comply with the standard beginning January 1, 2006. Upon adoption of the standard
on January 1, 2006, we will follow the modified prospective transition method and expect to value our share—based payment
transactions using a
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. t
Black~Scholes valuation model. Under the modified prospective transition method, we will recognize compensation cosk in our
consolidated financial statements for all awards granted after January 1, 2006 and for all existing awards for which the requisite
service has not been rendered as of the date of adoption. Prior period operating results will not be restated. At December 31, 2005, the
total unamortized compensation cost for nonvested stock option awards amounted to $9.4 million and is expected to be recognized
ratably over a weighted average period of 3 years. The pro forma compensation expense amounts reflected in the table under
“Stock-Based Compensation” on page [ « ] of the accompanying notes to the combined financial statements are expected to
approximate the effect of the adoption of SFAS No. 123(R) on our future reported consolidated results of operations.
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SPINCO — DESCRIPTION OF BUSINESS

General

Spinco owns subsidiaries that provide wireline local, long~distance, network access and Internet services. Telecommunications
products are warchoused and sold by its distribution subsidiary. A subsidiary also publishes telephone direttories for affiliates and
other independent telephone companies. In addition, a subsidiary provides billing, customer care and other data processing and
outsourcing services to telecommunications companies. Spinco is incorporated in the state of Delaware. ’

Employees '

At December 31, 2005, Spinco had 6,909 employees. Within Spinco’s work force, approximately 1,365 employees are part of
collective bargaining units. During 2005, Spinco had no material work stoppages du? to labor disputes with its unionized employees.

Organizational Structure and Operating Segments '

Spinco has focused its communications business strategy on enhancing the value of its customer relationships by offering
additional products and services and providing superior customer SGl,'ViCC. Through the acquisition of Verizon’s wireline properties in
Kentucky, completed in 2002, Spinco added more than 500,000 customers. As of December 31, 2005, including customers of its
wireline and long—distance services, Spinco serves more than 2.9 million local telecommunications customers in 15 states. Spinco
operates its communications businesses as a single operation capable of delivering to customers one—stop shopping for a full range of
communications products and services. In addition to its wireline and long~distance service offerings, Spinco also provides Internet,
broadband products and services (“DSL”), and cable television services in select markets.

Spinco is organized based on the products and services that it offers. Under this organizational structure, Spinco’s communications
operations consist of its wireline, product distribution, and other operations business segments. The wireline segment consists of
Spinco’s incumbent local exchange carrier (“ILEC”), competitive local exchange carrier (“CLEC”) and Internet access operations.
The product distribution segment consists of Spinco’s communications products operations. Other operations consist of Spinco’s
long—distance, directory publishing operations and telecommunications information services operations.

ILEC Operations

Spinco’s ILEC subsidiaries provide local telephone service to 2.9 million customers primarily located in rural areas in 15 states.
The ILEC subsidiaries also offer facilities for private line, data transmission and other communications services.

Local service operations provide lines from telephone exchange offices to customer premises for the origination and termination of
telecommunications services including basic dial-tone service and dedicated private line facilities for the transport of data and video.
Spinco also offers various enhanced service features including call waiting, call forwarding, caller identification, three—way calling,
no—answer transfer and voicemail. Additional local service revenues are derived from charges for equipment rentals, equipment
maintenance contracts, information and directory assistance and public payphone services. Spinco also provides cable television
service to approximately 35,000 customers in Georgia and Missouri. The cable television properties are not significant to Spinco’s
wireline operating results.

Network access and interconnection services are provided by Spinco by connecting the equipment and facilities of its customers to
the communications networks of long—distance carriers, CLECs, competitive switched and special access providers, and wireless
service providers. These companies pay access and network usage charges to Spinco’s local exchange subsidiaries for the use of their
local networks to originate and terminate their voice and data transmissions. Network access revenues also include amounts derived
from DSL. Miscellaneous revenues primarily consist of revenues derived from Spinco’s Internet access services,
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charges for billing and collections services provided to long—distance companies, customer premise equipment sales and directory
advertising services.

Competition

Many of Spinco’s ILEC operations have begun to experience competition in their local service areas. Sources of competition to
Spinco’s local exchange business include, but are not limited to, resellers of local exchange services, interexchange carriers, satellite
transmission services, wireless communications providers, cable television companies, and competitive access service providers
including those utilizing Unbundled Network Elements—Platform (“UNE~P”), voice—over—Internet—protocol (“VoIP”) providers and
providers using other emerging technologies. Through December 31, 2005, this competition has not had a material adverse effect on
the results of operations of Spinco’s wireline operations, although competition has adversely affected its access line growth rates.
Customer access lines decreased 4 percent during the twelve months ended December 31, 2005. Spinco lost approximately 124,000
access lines during 2005, primarily as a result of the effects of wireless and broadband substitution for its wireline services. Spinco
expects the number of access lines served by its wireline operations to continue to be adversely affected by wireless and broadband
substitution in 2006. In addition, although Spinco has not yet seen significant competition from VoIP providers, it also expects VoIP
substitution to adversely impact the number of access lines served by its wireline operations during 2006.

To address competition, Spinco is focusing its efforts on marketing and selling additional products and services to its customers by
bundling together and offering at competitive rates its various product offerings, including long—distance, Internet and DSL services.
Deployment of DSL service is an important strategic initiative for Spinco. During 2005, Spinco added approximately 154,000 DSL
customers, continuing a three year long trend of strong growth in this service offering. For the twelve months ended December 31,
2005, the number of DSL customers grew by more than 60 percent to approximately 400,000 customers, or approximately 20 percent
of Spinco’s addressable access lines. During 2005, the growth rate in Spinco’s DSL customers outpaced the rate of decline in
customer access lines discussed above. In addition, during the fourth quarter of 2005, Spinco began offering DISH network satellite
television service to its residential customers as part of a bundled product offering. In addition to its marketing efforts, Spinco remains
focused on providing improved customer service, increasing operating efficiencies and maintaining the quality of its network.

Although DSL services have been a source of revenue and customer growth for Spinco in 2005, 2004 and 2003, that service
offering experiences competition from other broadband service providers, including cable television and satellite transmission service
providers. Under the Federal Communications Commission’s recent decision in its Triennial Review proceeding, as further discussed
below under the caption “Local Service -~ Regulation,” it appears that Spinco’s provisioning of broadband DSL services will be
largely deregulated. In addition, a number of carriers have begun offering voice telecommunications services utilizing the Internet as
the means of transmitting those calls. This service, commonly know as VolP telephony, is challenging existing regulatory definitions.
As further discussed below under the caption “Network Access Services — Regulation,” on March 10, 2004, the Federal
Communications Commission (“FCC”) adopted a Notice of Proposed Rulemaking that will consider the appropriate regulatory
treatment of Internet—enabled communications services and address which regulatory requirements, for example, those relating to
E-911, disability accessibility, access charges, and universal service, should be extended to Internet—enabled services. The results of
the FCC’s proceedings related to VoIP could have a significant effect on Spinco’s wireline operations.

Local Service — Regulation

Spinco’s ILECs are regulated by both federal and state agencies. Spinco’s interstate products and services and the related earnings
are subject to federal regulation by the FCC and its local and intrastate products and services and the related earnings are subject to
regulation by state PSCs. The FCC has primary jurisdiction over interstate switched and special access rates and Spinco’s DSL service
offering. State PSCs have primary jurisdiction over matters including local service rates, intrastate access rates, quality of service,
depreciation
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rates, the\: disposition of public utility property, the issuance of securities or debt, and the accounting systems used by these companies.

Federal Regulation

With the exception of the Nebraska and a portion of the Kentucky operations, Spinico’s interstate ILEC operations, primarily
access charges, are subject to rate—of-return regulation federally by the FCC. The Nebraska and a portion of the Kentucky interstate
operations are subject to price—cap regulation by the FCC that allows a greater degree of pricing flexibility than is afforded to
Spinco’s rate—of—return operations. Companies meeting certain criteria had the option to elect price—cap regulation for interstate
services as part of an FCC order issued in May 2000 (the “CALLS plan™). The CALLS plan expired on June 30, 2005, and to date, the
FCC had not established a successor mechanism for regulating price—cap companies. Nonetheless, the existing rules and regulations
for price—cap companies remain effective until the FCC modifies or otherwise replaces them with a successor mechanism.

The FCC requires ILECs to interconnect their networks with the networks of other telecommunications carriers in order to foster
competition. These requirements obligate Spinco to unbundle many of its existing products and services into network elements so that
they are made available to other telecommunications companies at wholesale rates. Furthermore, Spinco is obligated to allow other
telecommunications carriers to locate their network equipment on the premises of the incumbent local exchange carriers for the
purpose of exchanging traffic and to compensate one another for the transport and termination of calls on one another’s networks.

Today, providers of communications services are régulated differently depending primarily upon the network technology used to
deliver service. This “patchwork™ regulatory approach unfairly advantages certain companies and disadvantages others, which
impedes market—based competition where service providers, regardless of technology, exchange telecommunications traffic between
their networks and are competing for the same customers.

In an effort to reform the “patchwork” regulatory approach, two separate telecommunications bills were introduced in the
U.S. Senate. The first bill, entitled the “Broadband Investment and Consumer Choice Act,” was introduced on July 27, 2005. This bill
reduces the existing level of government regulation within the telecommunications industry in favor of market—based competition and
provides for parity in the remaining rules governing functionally equivalent services, such as broadband access to the Internet either
via DSL, cable modem or other technological means. Another bill, entitled “the Universal Service for the 21st Century Act,” was
introduced on July 29, 2005. This bill changes the way telecommunications companies contribute to the universal service fund,
establishes limited support for broadband investment in unserved areas and calls for the FCC to establish inter—carrier compensation
reform within six months of enactment.

Some members of the U.S. House of Representatives have also taken steps to advance the reform of existing telecommunications
laws. Two draft bills have been publicly circulated. The first draft bill calis for federalizing and streamlining regulation of advanced
services; specifically, broadband Internet transmission, VoIP and broadband video services. The second draft bill broadens the
Universal Service contribution base and controls distributions from the fund while extending Universal Service support to broadband
services. In addition to the formal introduction of either, or both, of these draft bills, there will likely be additional bills submitted for
consideration as Congress evaluates changing the regulatory environment in the telecommunications industry. It is not clear whether
Congress will ultimately take action on comprehensive reform, or take more targeted reform measures. It is equally unclear whether
any of the pending House and Senate telecom bills will be consolidated with other proposals. Spinco strongly supports the
modernization of the nation’s telecommunications laws, but at this time, cannot predict the timing and the resulting financial impact of
these efforts.

Except for certain of its subsidiaries in Nebraska, Ohio and Kentucky, Spinco’s local exchange subsidiaries are rural telephone
companies, as defined under the 96 Act, and are exempt from certain of the foregoing obligations, unless, in connection with a bona
fide request, a state regulatory commission removes that exemption. All of Spinco’s local exchange subsidiaries may seek specific
suspensions or modification of
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. i
interconnection obligations under the 96 Act as it serves less than two percent of the nation’s access lines, where such in!terconnection
obligations would otherwise cause undue economic burden or are technically infeasibie. '

State Regulation

Most states in which Spinco’s ILEC subsidiaries operate provide alternatives to rate—of-return regulation for local and intrastate
services, either through legislative or state public service commission (“PSC”) rules. Spinco has elected alternative regulations for
certain of its ILEC subsidiaries in Alabama, Arkansas, Florida, Georgia, Kentucky, Missouri, Nebraska, North Carolina, Ohio,
Oklahoma, Pennsylvania, South Carolina, and Texas. Spinco continues to evaluate alternative regulation options in markets where its

ILEC subsidiaries are presently not subject to alternative regulation including Mississippi, New York and certain of its Kentucky
operations.

The following summary sets forth a description of the alternative regulation plan for each of the states in which Spinco has elected
alternative regulations: :

= Spinco’s regulated Alabama wireline subsidiary has operated since 1996 under‘a PSC--established alternative regulation plan. In
2005 the previous alternative regulation plan was replaced by two alternative regulation plans approved by the PSC. Spinco
elected to be regulated under the price flexibility plan. Under this plan basic residential local service rates are capped for two
years. Also in 2005, the legislature passed the Alabama Communications Reform Act of 2005. Under this reform Act, only
stand-alone basic service, wholesale access services and certaih calling features remain regulated after February 1, 2007. Spinco
has elected to be regulated under the Communications Reform Act, effective February 2007. ,

* Spinco’s regulated Arkansas wireline subsidiary has operated since 1997 under an alternative regulation plan established by
statute. Under this plan, basic local rates and access rates may be adjusted annually by up to 75 percent of the annual change in
the Gross Domestic Product-Price Index (“GDP-PI”). Other local rates may be changed without PSC approval and become
effective upon the filing of revised tariffs.

* Spinco’s regulated Florida wireline subsidiary operates under alternative regulation established by Florida statute. Under this
plan, basic local rates may be increased once in any twelve—month period by an amount not to exceed the twelve month change
in the GDP~PI less one percent. Spinco may increase rates for non—basic services as long as the annual increase for any category
does not exceed six percent in any twelve—month period. Non~basic rates can be increased by up. to 20 percent annually in
exchanges where another local provider is providing service. Intrastate access rates can be increased by the annual change in
GDP-PI or three percent, whichever is less, only after access rates reach parity with Spinco’s interstate rates.

* Spinco’s regulated Georgia wireline subsidiaries operate under an alternative regulation plan established by statute. Under this
plan, basic local rates may be increased annually based on the annual change in GDP-PI. Other local rates may be increased by
filing revised tariffs.

* Spinco has two regulated operating subsidiaries in Kentucky. The larger subsidiary is subject to rate—of—return regulation. The
smaller subsidiary has operated under alternative regulation established by statute beginning in 1998. Under this plan, the
subsidiary may adjust basic business and residential rates, once during any 24-month period by an amount not to exceed the sum
of the annual percentage change in GDP-PI for the immediately preceding two calendar years subject to the following
limitations: (1) basic business and residence rates may not exceed the average basic rates of the state’s largest telephone utility,
and (2) rates may not be increased by more than 20 percent. Access charges may not be adjusted if the change would result in
intrastate access rates that exceed Spinco’s interstate rates. Other local rates may be adjusted by filing tariffs.

* Spinco’s regulated Missouri wireline subsidiary is subject to alternative regulation election established by statute. Under
Missouri’s alternative regulation, basic local service and intrastate access rates are
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adjusted annually based on changes to the telephone service component of the Consumer Price Index. Prices for non-basic
services may be increased up to five percent per year afier the initial twelve-mgnth period.

* Spinco’s regulated Nebraska operations are subject to alternative regulation established by statute. (Nebréska law exempts !

telecommunications companies from rate—of—-return regulation.) In exchanges where competition exists, companies are required
to file rate lists, which are effective after 10 days notice to the PSC. In exchanges where competition does not exist, companies
file rate lists for all services except basic local service with 10 days notice to the PSC, and basic local rates may be increased
after 90 days notice to affected subscribers. Basic local rate increases are reviewed by the PSC only if rates are increased more
than 10 percent in twelve consecutive months or in response to a formal complamt signed by two percent of affected subscribers.

. Spmco s New York operations are subject to rate—of-return regulanon In June 2005, the New York PSC opened a proceeding to
examine potential changes to the existing form of regulation in light of increasing competition. A decision is expected in 2006.

* Spinco’s regulated North Carolina subsidiary has operated since 1998 under alternative regulation plan approved by the State
Utility Commission. Local rates are adjusted annually by the annual change in GDP-PI. Rate changes are effective upon 14 days
notice. Spinco has recently obtained Commission approval for changes to its current price regulation plan that will allow greater
pricing flexibility, shorter implementation intervals for promotional offerings and deregulation of pricing for bundled services.

* Spinco’s regulated Ohio wireline subsidiaries began in 2004 to operate under an alternative regulation plan established by the
Ohio Public Utilities Commission. Under this plan, basic serv1ce rates have been capped. Non—basic service rates are subject to
limited pricing flexibility. New rules for alternative regulatory treatment of basic service, which mclude competitive market
tests, are pending.

* In 1997 Spinco’s regulated Oklahoma wireline subsidiaries began to operate under an alternative regulation plan established by
statute. Under this plan, basic service rates can be increased annually as long as the increase does not exceed a pre—determined
amount.

* In July 2005, Spinco’s regulated Pennsylvania subsidiary began operating under a new alternative regulation plan passed by the
Pennsylvania General Assembly in 2004. Under this plan, Spinco is required to make broadband access to the Internet available
for purchase to 100 percent of its customer base by 2013. Rates for competitive services are not regulated, but the PUC retains
authority over the quality of these services. Rate increases for noncompetitive services are restricted to the GDP--PI less two
percent, annually. The total amount of an increase to basic local service rates cannot exceed $3.50 annually. Revenue neutral rate
rebalancing is also permitted for noncompetitive services.

« Spinco’s regulated South Carolina operations are subject to alternative regulation established by statute. Local rates can be
adjusted pursuant to an inflation—based index. All other service rates may be increased subject to a complaint process for abuse
of market position. The PSC has determined that any allegations of abuse of market position will be investigated on a
case—by—case basis. Rate increases become effective 14 days after filing.

* Spinco has two operating subsidiaries in Texas. These subsidiaries are subject to alternative regulation established by statute. All
rates are capped for the duration of the plan.

Universal Service

The federal universal service program is under legislative, regulatory and industry scrutiny as a result of the growth in the fund and
structural changes within the telecommunications industry. The structural changes include the increase in the number of Eligible
Telecommunications Carriers (“ETCs™) receiving money from the USF and a migration of customers from wireline service providers
to providers using alternative technologies like VoIP that, today, are not required to contribute to the universal service program. There
are
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several FCC proceedings underway that are likely to change the way the universal service programs are funded and the way universal
service f\‘unds are disbursed to program recipients. The specific proceedings are discussed in greater detail below.

In May 2001, the FCC adopted the Rural Task Force Order that established an interim universal service mechanism governing
universal service compensation for rural telephone companies for the ensuing five years. The interim mechanism has allowed rural
carriers to continue receiving high-cost funding based on their embedded costs. On June 2, 2004, the FCC asked the Federal/ State
Joint Board on Universal Service (the “Joint Board”) to review the FCC’s rules as they pertain to rural telephone companies and to
determine what changes, if any, should be made to the existing high—cost support mechanism when the interim funding program
expires in June 2006. The Joint Board sought comment on such a mechanism on August 16, 2004, but has taken no further action. In
the event a new mechanism is not established for rural carriers prior to the expiration of the plan, the FCC will likely extend the
interim mechanism currently in place. In addition, the Joint Board sought comment on whether companies operating multiple distinct
geographic market areas within a state should consolidate them for purposes of calculating universal service support. If the FCC
implements this proposal, Spinco’s universal service revenues would be reduced from their current level by approximately
$8.5 million annually. On August 17, 2005, the Joint Board sought comment on four separate proposals to modify the distribution of
high—cost universal service support. Each of the proposals provides state PSCs a greater role in the support distribution process, which
would remain subject to specific FCC guidelines. Spinco cannot estimate the impact of the potential change from embedded cost to

another methodology, or the impact of other potential changes to the fund contemplated by the Joint Board until the specific changes,
if any, are determined.

On November 8, 2002, the FCC requested that the Joint Board review certain of the FCC’s rules relating to the high—cost universal
service support and the process by which carriers are designated as ETCs. On February 27, 2004, the Joint Board issued its
recommended decision regarding a number of issues related to universal service support for ETCs. Among its recommendations, the
Joint Board suggested that the FCC should limit universal service support to a single primary connection per customer. On June 8,
2004, the FCC asked for comments on the Joint Board’s recommended decision, but did not elaborate or reach tentative conclusions
on any of the Joint Board’s recommendations. The 2005 Omnibus Appropriations Bill included a provision that prevented the FCC
from enacting a primary connection restriction on universal service support. The 2006 Science, State, Commerce and Justice
Department appropriations bill includes a provision that prohibits the FCC from enacting a primary connection restriction on universal
service support.

On June 14, 2005, the FCC issued a notice of proposed rulemaking initiating a broad inquiry into the management and
administration of the universal service programs. The notice of proposed rulemaking seeks comment on ways to streamline the
application process for federal support and whether and how to increase audits of fund contributors and fund recipients in an effort to
deter waste and fraud. The FCC is also considering proposals regarding the contribution methodology, which could change the types
of service providers required to contribute to the fund (i.e. local exchange providers, wireless providers, long—distance providers, etc.)
and the basis on which they contribute. At this time, Spinco cannot estimate the impact that the potential changes, if any, would have
on its operations.

On December 9, 2005, the FCC issued a notice of proposed rulemaking seeking comments on the need to redefine certain statutory
terms established by the 96 Act. Changes to these definitions could result in a different allocation of universal service support received
by non-rural carriers. Spinco receives approximately $9.5 million annually in non-rural support and cannot estimate the financial
impact resulting from changes to the definitions of the statutory terms until such changes, if any, are determined.

The FCC mandated that, effective October 1, 2004, the Universal Service Administrative Company (“USAC”) must begin
accounting for the USF program in accordance with generally accepted accounting principles for federal agencies, rather than the
accounting rules that USAC formerly used. This accounting method change subjected USAC to the Anti—deficiency Act (“ADA™), the
effect of which could have caused delays in payments to USF program recipients and significantly increase the amount of USF
regulatory fees charged to wireline consumers. In December 2004, Congress passed legislation to exempt USAC from the
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ADA for one year to allow for a more thorough review of the impact the ADA would have on the universal service program. In April
2005, the FCC tentatively concluded that the high—cost and low—income universal service programs of the universal service fund are
compliant with ADA requirements, and has asked the Office of Management and Budget (“OMB”) to make a final determination on
this issue, which they have yet to do. On November 22, 2005, the 2006 Science, State, Commerce and Justice Department
appropriations bill was enacted, which exempted the universal service fund from the ADA for another year, until December 31, 2006.

i

Unbundled Network Elements

On December 20, 2001, the FCC released a notice of proposed rulemaking initiating the first triennial review of the FCC’s policies
on unbundled network elements (“UNEs”) including UNE—P. UNE~P is created wHen a competing carrier obtains all the network
elements needed to provide service from the ILEC at a discounted rate. On August 21, 2003, the FCC released the text of its Triennial
Review Order. The FCC adopted new rules governing the obligations of ILECs to unbundle certain elements of their local networks
for use by competitors. As part of the Triennial Review Order the FCC also opened a further notice of proposed rulemaking to
consider the “pick and choose” rule under which a competing carrier could select from among the various terms of interconnection
offered by an ILEC in its various interconnection agreements. On July 13, 2004, the FCC released an order eliminating the “pick and
choose™ rule, replacing it with an “all-or—nothing” rule. Under the new rules, a requesting carrier may only adopt an effective
interconnection agreement in its entirety, taking all rates, terms and conditions of the adopted agreement. The FCC explained that it
eliminated the “pick and choose” rule to promote commercial negotiations and produce agreements better tailored to meet carriers’
individuals needs. |

On March 2, 2004, the United States Circuit Court for the District of Columbia overturned key portions of the FCC’s Triennial .
Review Order. On September 13, 2004, the FCC released its Interim UNE Order requiring incumbent ILECs to maintain the status
quo through March 13, 2005 and indicated that it would release permanent rules prior to that date. The Triennial Remand Order
containing the permanent UNE rules was released on February 4, 2005. This order eliminated UNE~P as a CLEC entry strategy by
dropping mass market switching from the required list of UNEs and reduced CLEC access to high—capacity loops and transport based
on specified economic conditions in relevant wire centers. These permanent rules establish a twelve—month transition for most of the
UNEs being eliminated. Several parties have appealed the order in various federal appellate courts and to the FCC. To date, the impact
of the Triennial Review proceeding and permanent UNE rules on Spinco’s ILEC operations have not been material.

On September 15, 2003, the FCC launched its first comprehensive review of the rules that establish wholesale pricing of UNEs.
The notice of proposed rulemaking sought comment on a variety of UNE and resale pricing—related issues and on a proposal to make
total element long—run incremental cost methodology rules more closely account for the “real-world” attributes of the incumbent
carrier’s network. The FCC has not issued an Order on this proceeding but if this proposal were adopted, the result would likely be
increased UNE prices. The potential increases are not expected to have a material impact on Spinco’s wireline operations.

Section 251(b) of the Communications Act of 1934 (the “34 Act”), as amended, requires, in part, that local exchange carriers
provide local number portability to any requesting telecommunications carrier. Wireless carriers are generally defined as
“telecommunications carriers” under the 34 Act, and are therefore eligible to port numbers with wireline carriers, which is referred to
as “intermodal porting.”

On November 10, 2003, the FCC released a decision providing guidance on intermodal porting issues. The intermodal porting
requirement took effect on November 24, 2003 for wireline carriers in the top 100 Metropolitan Statistical Areas (“MSAs”) and on
May 24, 2004 for wireline carriers operating in markets below the top 100 MSAs. The majority of Spinco’s wireline operations are
conducted in markets below the top 100 MSAs and were subject to the later May 24, 2004 implementation date for intermodal porting.
To date, implementation of intermodal porting has not had a significant impact on Spinco’s wireline operating results.
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Periodically, Spinco’s local exchange subsidiaries receive requests from wireless communications providers for renegotiation of
existing transport and termination agreements. In these cases, Spinco’s local exchange subsidiaries renegotiate the appropriate terms
and conditions in compliance with the 96 Act. Spinco’s local exchange subsidiaries have also executed contracts for transport and
termination services with CLECs.

Network Access Services — Regulation

Spinco’s local exchange subsidiaries currently receive compensation from other telecommunications providers, including
long—distance companies, for origination and termination of inter—exchange traffic through access charges or toll settlements that are
established in accordance with state and federal laws.

A number of carriers have begun offering voice telecommunications services utilizing Internet protocol as the underlying means
for transmitting those calls. This service, commonly known as VoIP telephony, is challengmg existing regulatory definitions and
raises questlons as to how such services should be regulated, if at all. Several state commissions have attempted to assert jurisdiction
over VolP services, but federal courts in New York and Minnesota have ruled that the FCC preempts the states with respect to
jurisdiction. These cases are on appeal. On March 10, 2004, the FCC released a notice of proposed rulemaking seeking comment on
the appropriate regulatory treatment of IP—enabled communications services. The FCC indicated that the cost of the public switched
telephone network should be borne equitably by the users and requested comment on the specific regulatory requirements that should
be extended to IP-enabled service providers, including requirements relating to E~911, accessibility for the disabled, inter—carrier
compensation and universal service. Although the FCC’s rulemaking regarding IP-enabled services remains pending, the FCC has
adopted a series of related orders establishing broad parameters for the regulation of those services.

On February 12, 2004, the FCC released an order declaring Pulver.com’s “free” IP~based, peer—to—peer service that requires
specialized telephone equipment or software for computers was not a regulated “telecommunications service,” but rather was an
unregulated “information service” subject to federal jurisdiction.

On April 21, 2004, the FCC denied a waiver petition filed by AT&T requesting that its IP telephony service be exempt from
paying access compensation to wireline local service providers. The FCC ruled AT&T’s IP telephony service, which converted voice
calls to an IP format for some portion of the routing over the public switched telephone network prior to converting the calls back to

their original format, was a regulated “telecommunications service” subject to payment of access compensation to Local Exchange
Carriers (“LECs”).

On November 12, 2004, the FCC ruled that Internet—based service provided by Vonage Holdings Corporation (“Vonage™) should
be subject to federal rather than state jurisdiction. The FCC has not yet determined how Vonage’s service should be classified for
regulatory purposes, but is likely to address the “information service” vs. “telecommunications service” debate in its pending
rulemaking regarding IP—enabled services. Several state commissions appealed the FCC’s Vonage decision, and these appeals are
presently pending before the U.S. Eighth Circuit Court of Appeals.

On June 3, 2005, the FCC took swift action in response to several incidents where VoIP customers were unable to complete E~911
calls. The FCC ordered all VoIP service providers whose service is interconnected with the public switched telephone network to
provide E—911 services to their customers no later than November 28, 2005. On September 21, 2005, the FCC released its order on
CALEA requirements for broadband and ISP services, including VoIP services. The FCC found that essentially, ISP and VoIP
services are “telecommunications services” subject to CALEA requirements. Several appeals have been filed. If the FCC ultimately
determines that IP-enabled services are not subject to similar regulatory requirements that are applicable to inter—exchange and local
exchange service providers, including contributions to federal and state universal service programs, inter—carrier compensation
obligations, federal and state tax obligations and service quality metrics, Spinco’s regulated local exchange operations will be
competitively disadvantaged. However, until the FCC issues its decision in these proceedings, Spinco cannot determine the extent of
the impact on its operations, if any.
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In April 2001, the FCC released a notice of proposed rulemaking addressing inter—carrier compensation. Under this rulemaking,
the FCC proposed a “bill and keep” compensation methodology under which each telecommunications carrier would be required to
recover all of its costs to originate and terminate telecommunications traffic from its end—user customers rather than charging other
carriers. The proposed “bill and keep” method would significantly overhaul the existing rules governing inter—carrier compensation.
On March 3, 20035, the FCC released a further notice of proposed rulemaking addressing inter—carrier compensation. Under this
proposed rulemaking, the FCC requested comment on several alternative inter—carrier compensation proposals, including “bill and
keep.” The outcome of this proceeding is likely to change the way Spinco receives compensation from, and remits compensation to,
other carriers and its end user customers. Until this proceeding concludes and the changes to the existing rules are established, if any,
Spinco cannot estimate the impact of the changes on its ILEC revenues and expenses or when the changes would occur.

On October 8, 2004, the FCC granted in part and denied in part a petition filed by Core Communications requesting that the FCC
forbear from enforcing provisions of the FCC’s 2001 Internet Service Provider (“ISP”) Remand Order. The FCC granted forbearance
from part of the ISP Remand Order finding they were no longer in the public interest. Various parties have filed for reconsideration
with the FCC and have appealed the decision to the U.S. Court of Appeals for the District of Columbia Circuit. If the FCC’s decision
in this order is upheld, Spinco is likely to incur additional costs for delivering ISP-bound traffic originated by their customers to
competitive wireline service providers serving ISP’s. Although Spinco has not fully quantified the effects of this order, it believes that
the additional expense would be less than $10.0 million annually.

On July 6, 2005, a hearing examiner issued a recommended order to the Georgia PSC that, if adopted, would prospectively
preclude LECs from assessing access charges for non—local intrastate calls between 0 and 16 miles that originate on the network of
one LEC and terminate:on the network of a different LEC. Spinco, along with other LECs in Georgia, requested that the Georgia PSC
reject the recommended order and find that access charges continue to apply to these intrastate calls. If the Georgia PSC ultimately
adopts the recommended order, Spinco would incur a reduction in annual revenues of approximately $12.0 million. A final order will
not likely become effective before the end of the first quarter of 2006.

On March 15, 2002, the FCC issued a declaratory ruling concluding that cable modem service was an interstate “information
service” and not a cable service or a telecommunications service. On October 6, 2003, the U.S. Court of Appeals for the Ninth Circuit
(the “Ninth Circuit Court”) rejected the FCC’s classification of cable modem service as solely an unregulated “information service,”
finding a portion of the service to be a telecommunications service. The Ninth Circuit Court’s decision was appealed to the Supreme
Court. On June 27, 2005, the Supreme Court reversed the Ninth Circuit Court’s ruling and upheld the FCC Order finding that cable
modem service was an interstate “information service.” This decision shifted the focus back to the FCC to address the rulemaking
proceeding initiated in 2002 in which the FCC tentatively concluded that wireline broadband Internet access should be classified as an
“information service” rather than a telecommunications service and, therefore, should not be subject to common carrier regulation.

On September 23, 2005, the FCC released an order declaring wireline broadband Internet access service (or “DSL”) an
“information service” functionally integrated with a telecommunications component and no longer subject to a higher level of
regulation as compared to broadband cable modem service. This order puts Spinco’s DSL service in regulatory parity with cable
modem service. The FCC order requires wireline broadband service providers, like Spinco, to continue offering broadband access on a
stand—alone basis to competing unaffiliated Internet service providers for one year, after which they will no longer be required to do
so. Additionally, the order preserves the current method of assessing universal service contributions on DSL revenues for a 270—day
period after the effective date of the order, or until the FCC adopts a new contribution methodology to the universal service fund.
Spinco could benefit from the decreased regulatory oversight of its DSL service through additional retail pricing flexibility. Spinco’s
DSL products are experiencing significant growth throughout its service areas, and the primary DSL competitor is the historically
less—regulated cable modem service. However, the FCC has yet to establish specific rules for deregulating DSL service and until the
FCC has done so, Spinco’s DSL products and services remain regulated by the FCC.
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On October 11, 2001, the FCC adopted rate—of-return access charge reform and initiated a further round of rulemaking to
consider other rate—of-return carrier issues. The order lowered traffic sensitive switched access rates, increased the subscriber line
charge (“SLC”) over time to bring it in line with SLCs adopted for price cap carriers and phased out carrier common line charges in

favor of a new portable “Interstate Common Line Support” universal service mechanism, and retained the authorized 11.25 percent
rate of return.

Technology

Spinco believes the local exchange business is in transition from circuit switched technology, which forms the basis of the
conventional landline telephone network, to digital packet-switched technology, which form the basis of the Internet Protocols (“IP”)
used over the Internet. Spinco is addressing this challenge with a strategy of providing data service to both business and residential

customers through deployment of an IP packet data network, broadband access services like DSL, and targeted VoIP deployments in
selected markets.

CLEC Operations |

Spinco has authority to provide competitive local exchange services in 17 states. As of December 31, 2005, Spinco provided these
services in four states on both a facilities—based and resale basis, and, where necessary, has negotiated interconnection agreements
with the appropriate incumbent local exchange carriers. Spinco’s strategy is to provide local service in combination with other
services provided by subsidiaries of Spinco, including long-distance and Internet services. Spinco’s primary focus for marketing and
selling its CLEC services is directed toward the business customer segment through the offering of competitively priced and reliable
services. Spinco’s CLEC operations were not a material portion of its business in 2005. Spinco continues to evaluate the profitability
of its existing CLEC operations in all markets.

Generally, CLECs are required to obtain certificates of public convenience and necessity in the same manner as ILECs. In
addition, CLECs are required to file interstate access tariffs with the FCC and in most states, intrastate tariffs with the state public
utility commissions. CLECs, however, are subject to significantly less regulation than ILECs. For example, CLECs are not subject to
direct rate regulation (such as rate~of-return or price~cap regulation). In February 2005, the FCC released its Triennial Review
Remand Order, which established specific impairment criteria to determine whether ILECs would remain obligated to provide
network elements to CLECs on an unbundled basis. As a result of that Order, Spinco’s CLEC operations will incur additional annual

expenses of approximately $300,000 in 2006 and beyond for access to certain components of the networks of other non—affiliated
ILECs.

In December 2005, the FCC ruled that Qwest was no longer obligated to provide CLECs, like Spinco, with access to certain UNEs
in nine Omaha, Nebraska central offices. Currently, Spinco leases approximately 3,600 UNE’s from Qwest that will likely be affected
by this decision. The FCC ruling may result in an additional annual expense of approximately $600,000 for Spinco’s CLEC operations
to continue providing service to its Omaha customers.

Long-Distance and Network Management Operations

Long—distance telecommunications services are provided on a resale basis by Spinco subsidiaries. Spinco provides long—distance
service in all of the states in which it provides local exchange service. In addition, Spinco offers long—distance service outside its
ILEC service areas. As of December 31, 2005, Spinco provided long~distance service to nearly 1.8 million customers. The
long~-distance marketplace is extremely competitive and continues to receive relaxed regulation from both the FCC and state
regulatory commissions. To meet the competitive demands of the long—distance industry, Spinco has created several business and
residential service offerings to attract potential customers, such as volume price discounts, calling cards and simplified one-rate plans.
As a long—distance service provider, Spinco’s intrastate long—distance business is subject to limited regulation by state regulatory
commissions, and its interstate business is subject to limited regulation by the FCC. State regulatory commissions currently require
long—distance service providers to obtain a certificate of operating authority, and the majority of states also require long—distance
service providers to file tariffs.
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Product Distribution ,

Spinco’s product distribution subsidiary, Communications Products, operates four warehouses and four counter—sales showrooms '
across the United States. Communications Products is a distributor of telecommunications equipment and materials. Communications
Products supplies equipment to affiliated and non—affiliated communications companies, business systems suppliers, railroads,
governments, and retail and industrial companies. Communications Products offers a large variety of telecommunications—related
products for sale. Certain of these products are inventoried including single and multi—line telephone sets, local area networks,
switching equipment modules, interior cable, pole line hardware, and various other tele¢communications supply items. Spinco has not
encountered any material shortages or delays in delivery of products from their suppliers.

Communications Products experiences substantial competition throughout its sales territories from other distribution companies
and from direct sales by manufacturers. Competition is based primarily on quality, product availability, service, price, and technical
assistance. Communications Products also offers other services including expert technical assistance, maintaining wide—ranging
inventories in strategically located warehouses and counter—sales showrooms to faci}itate single supplier sourcing and “just—in—time”
delivery, maintaining a full range of product lines, and by providing staging, assembly and other services. Spinco periodically
evaluates its product and service offerings to meet customer expectations and position Communications Products in the market as a
quality, customer—focused distributor.

Directory Publishing !

The directory publishing subsidiary coordinates advertising, sales, printing, and distribution for 386 telephone directory contracts
in 36 states. Of the total number of directory contracts published, 159 contracts pertain to Spinco’s ILEC subsidiaries. The directory
publishing subsidiary provides all directory publishing services, except printing. The services provided by the directory publishing
subsidiary includes directory yellow page advertising sales, contract management, production, billing, and marketing. Both Verizon
Directories and Quebecor World Printers performed printing services for the directories published in 2005 under two separate service
agreements that expire in 2007 and 2008, respectively.

Telecommunications Information Services

Following the sale of certain assets and related liabilities, including selected customer contracts and capitalized software
development costs to Convergys Information Management Group, Inc. in December 2003 and the loss of one of its remaining
unaffiliated wireline services customers in 2004, Spinco’s telecommunications information services operations consist solely of
providing data processing and outsourcing services to Valor.
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MANAGEMENT OF NEWCO FOLLOWING THE MERGER

Board of Directors

The merger agreement provides that, as of the completion of the merger, the Board of Directors of Newco will consist of nine
individuals: Francis X. Frantz, who most recently served as the Executive Vice President — External Affairs, General Counsel and
Secretary of Alltel, Jeffery R. Gardner, who most recently served as Executive Vice President - Chief Financial Officer of Alltel, six
other persons to be named by Alltel and one person to be named by Valor. Additionally, the merger agreement provides that, as of the
completion of the merger, Mr. Frantz will serve as Chairman of the Board of Newco. Valor has designated Anthony J. de Nicola as its
board member and Alltel has selected Dennis E. Foster as one of its designees to the Newco board. Alltel will select its remaining
designees to the Newco board prior to mailing this proxy statement/ prospectus—information statement to Valor’s stockholders.

We have listed below biographical information for each person who is currently expected to be a member of the Board of
Directors of Newco as of the completion of the merger. '

Alltel Corporation Designees to the Board of Directors

Francis X. Frantz, age 52, Mr. Frantz was most recently Executive Vice President—External Affairs, General Counsel and
Secretary of Alitel Corporation. Mr. Frantz was responsible for a number of Alltel’s staff functions, including wireline wholesale
services, federal and state government and legal affairs, corporate communications, administrative services, and corporate governance.
Mr. Frantz joined Alltel in 1990 as senior vice president and general counsel and was appointed corporate secretary in January 1992
and executive vice president in July 1998. Prior to joining Alltel, he was a partner in the law firm of Thompson, Hine and Flory, where
he represented Alltel in connection with various business transactions and corporate matters for the last several years of his 12—year
tenure with that firm.

Mr. Frantz is the 2005-2006 Chairman of the Board and Chairman of the Executive Committee of USTelecom, a telecom trade
association that represents over 1,000 member companies. He is a member of the Board of Trustees and the Executive Committee and
Chairman of the Long—Range Planning Committee of Good Shepherd Ecumenical Retirement Center, a non—profit, ecumenical
enterprise that provides affordable living arrangements to over 500 elderly.

Mr. Frantz is an honors graduate of The University of Akron and of the Ohio State University School of Law, where he served on
the Law Journal and was elected to the Order of the Coif.

Jeffery R. Gardner, age 46, Mr. Gardner was most recently the Executive Vice President and Chief Financial Officer of Alltel
Corporation where he was responsible for the finance and accounting functions for Alitel. His responsibilities included Alitel’s capital
markets, budgeting and forecasting, strategic planning, accounting, procurement, tax and operational support. Mr. Gardner has been in
the communications industry since 1986 and joined the company in 1998 when Alitel and 360° Communications merged. While with
Alltel, he held a variety of other senior management positions such as senior vice president of finance, president of the Mid—Atlantic
Region, vice president and general manager of Las Vegas and director of finance.

He is a member of the board of directors for RF Micro Devices, based in Greensboro, North Carolina, where he serves on the audit

committee. He also serves on the board of the Arkansas Symphony Orchestra, the Arthritis Foundation and Pulaski Academy in Little
Rock, Arkansas.

Mr. Gardner earned a degree in finance from Purdue University and a graduate degree in business administration from William
and Mary. He is a certified public accountant.

Dennis E. Foster, age 65, is a principal in Foster Thoroughbred Investments in Lexington, Kentucky (a thoroughbred horse farm).
Mr. Foster has been a director of Alltel since 1998 where he currently serves as chairman of the compensation committee and a
member of the executive committee. Prior to June 30, 2000, Mr. Foster served as vice chairman of the Alltel board. Mr. Foster is also
a director of Yellow Corp. and NiSource Inc.
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VaIAr Designee to the Board of Directors

Anthony J. de Nicola, age 41, has served as a director of Valor since March 2004 dnd as Chairman since April 2004. Mr. de Nicola
is currently a general partner of Welsh, Carson, Anderson & Stowe, which is one of Valor’s stockholders. He joined Welsh, Carson,
Anderson & Stowe in 1994 and focuses on investments in the information and business services and communications industries.
Before joining Welsh, Carson, Anderson & Stowe, he worked for four years in the private equity group at William Blair & Company.
Previously, Mr. de Nicola worked at Goldman, Sachs & Co. in the Mergers and Acquisitions Department. Mr. de Nicola is also a
member of the boards of directors of Centennial Communications Corp., ITC Deltacom, Inc., R.H. Donnelly and several private
companies.

Classified Board

After the merger, Newco’s restated certificate of incorporation will provide that the Newco Board of Diréctors will be divided into
three classes, each class to initially consist of three directors. The directors will serve staggered three year terms and only one class of
directors will stand for election each year. The merger agreement provides that Mr. de Nicola will be a Class II director of Newco with
his term expiring at the 2008 annual meeting of Newco’s stockholders and that Messrs. Frantz, Gardner and one of Alltel’s designees
to the Newco board will be Class III directors with their terms expiring at the 2009 annual meeting of Newco’s stockholders.

Committees of the 'Board of Directors

The committees of the Board of Directors of Newco and the members of such committees will not be determined until the Board
of Directors of Newco is fully constituted and holds its initial meeting. It is expected that the Board of Directors of Newco, however,
will initially have the following three committees. Upon completion of the merger, the Board of Directors of Newco will approve
written charters for each committee and make determinations with respect to each committee member’s independence in accordance
with New York Stock Exchange listing standards.

Audit Committee. Upon completion of the merger, the board will make determinations regarding the financial literacy and
financial expertise of each member of the Audit Committee in accordance with the New York Stock Exchange listing standards. The
committee will assist the Board of Directors in fulfilling its oversight responsibility with respect to Newco’s accounting and financial
reporting practices and the audit process, the quality and integrity of Newco’s financial statements, the independent auditors’
qualifications; independence and performance, the performance of Newco’s internal audit function and internal auditors and certain
areas of legal and regulatory compliance.

Compensation Committee. The Compensation Committee will assist the Board of Directors in carrying out the responsibilities of
the Board of Directors relating to the compensation of Newco’s executive officers as will be set forth in the committee’s charter in
accordance with New York Stock Exchange listing standards.

Governance Committee, The principal functions of the Governance Committee will be to assist the Board of Directors in
identifying individuals qualified to become board members and recommend to the board the nominees for election as directors at the
next annual meeting of stockholders, to recommend to the board the persons to be elected as executive officers of Newco, to develop
and recommend to the board the corporate governance guidelines applicable to Newco, and to serve in an advisory capacity to the
board and the chairman of the board with regard to matters of organization, management succession plans, major changes in the
organizational structure of Newco, and the conduct of board activities. Upon completion of the merger, the Board of Directors will
make determinations regarding the committee’s responsibilities to be laid out in its written charter, including, among other things, the
criteria by which prospective board members should be evaluated for nomination or recommendation for nomination for election to
the Board of Directors.
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Management

The merger agreement provides that, as of completion of the merger, Mr. Frantz will serve as Chairman of Newco, Mr. Gardner
will serve as the President and Chief Executive Officer and Brent K. Whittington, who most recently served as senior vice president of
operations support for Alltel, will serve as Executive Vice President and Chief Financial Officer. The other initial officers of Newco
will consist of individuals selected by Alltel. Alltel has already named John P. Fletcher as Executive Vice President and General
Counsel, Michael D. Rhoda, who most recently served as vice president — wireline regulatory & wholesale services for Alltel, as
Senior Vice President -— Governmental Affairs, Robert G. Clancy, Jr., who most recently served as vice president of investor relations
for Alltel, as Senior Vice President and Treasurer and Susan Bradley, who most recently served as vice president of human resources
for Alltel, as Senior Vice President — Human Resources.

The merger agreement had contemplated that Mr. John Koch (the former president of Alltel’s wireline operations) would serve as
Chief Operating Officer of Newco. Instead, Alltel and Valor expect to select a replacement for Mr. Koch prior to completion of the
merger to serve in that capacity. :

We have set forth below certain information about persons expected to be executive officers of Newco following the completion
of the merger. '

Francis X. Frantz, Chairman of the Board. A brief description of Mr. Frantz’s business experience during the past five years is
included above in “— Alltel Corporation Designees to the Board of Pirectors” on page [ « 1.

Jeffery R. Gardner, President and Chief Executive Officer. A brief description of Mr. Gardner’s business experience during the
past five years is included above in “— Alltel Corporation Designees to the Board of Directors” on page [ * ].

Brent K. Whittington, age 35, Executive Vice President and Chief Financial Officer, most recently served as senior vice president
of operations support for Alltel. Mr. Whittington joined Alltel in 2002 as vice president for finance and accounting. Prior to joining
Alltel, Mr. Whittington was with Arthur Andersen LLP for eight years, most recently serving as an audit manager. He has a degree in
accounting from the University of Arkansas at Little Rock. He is a member of the American Institute of Certified Public Accountants.

John P. Fletcher, age 40, Executive Vice President and General Counsel, most recently was a partner in the law offices of Kutak
Rock LLP. Mr. Fletcher joined Kutak Rock LLP in 1998 where he specialized in corporate and securities law. He is a graduate of the
Southern Methodist University Law School, where he served on the law journal and was elected to the Order of the Coif. He also is an
honors graduate of Duke University.

Michael D. Rhoda, age 45, Senior Vice President — Governmental Affairs. Mr. Rhoda most recently served as vice president —
wireline regulatory & wholesale services for Alltel. Mr. Rhoda joined Alltel in 1994 as director of wireless business planning and
systems. He has since held various positions such as market area president for Alltel’s northern region, vice president of accounting
and finance, vice president of business development, vice president of product management, vice president and general manager of
Alltel’s market in Charlotte, North Carolina and vice president — business development. Prior to joining Alltel, Mr. Rhoda held
various finance positions within GTE and practiced public accounting for several years. He is a graduate of Eastern Illinois University
and is a member of the American Institute of Certified Public Accountants,

Robert G. Clancy, Jr., age 41, Senior Vice President and Treasurer. Mr. Clancy most recently served as vice president of investor
relations for Alltel. Mr. Clancy joined Alltel in 1998 when the company merged with 360° Communications and has been in the
communications industry since 1987. While at Alltel, he also served in a variety of management positions including vice president of
sales and distribution, vice president of internal audit, vice president of finance, vice president and general manager for the central
North Carolina market, and southeast region marketing director. Mr. Clancy has a degree in accounting from Northern Illinois
University in DeKalb. He is a certified public accountant.
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Susdn Bradley, age 54, Senior Vice President — Human Resources. Ms. Bradley most recently served as vice president of human
resources for Alltel, responsible for compensation and staffing at Alltel. Ms. Bradley joined Alltel in 1990 when Alitel acquired
Systematics, Inc. of Little Rock, Arkansas. Ms. Bradley has served in a variety of human resources management roles for Alltel. Prior
to joining Alltel, she spent 12 years with Southwestern Bell. Ms. Bradley has a degree in history and political science from Hendrix
Coliege in Conway, Arkansas.

COMPENSATION OF EXECUTIVE OFFICERS OF NEWCO

Newco has not yet paid any compensation to the individuals who will become its directors or executive officers. The form and
amount of the compensation to be paid to each of Newco’s directors and executive officers will be determined by Newco’s Board of
Directors as soon as practicable immediately prior to or following the completion of the merger.

The following tables disclose compensation received by the individuals who will be the chief executive officer and the next four
most highly compensated executive officers of Newco based on compensation received from Alltel Corporation for the fiscal years
indicated. These officers are referred to as “named executive officers” in other parts of this proxy statement/ prospectus—information
statement.

Summary Compensation Table

The following table discloses compensation received from Alltel by the named executive officers who are currently employees of
Alltel. i

Long-Term Compensation

Awards Pavouts
Annual Compensation Restricted Securities
Stock Underlying Long~Term All Other
Principal Sn ‘r‘::;l Award Options ln;el:;ive Compensation
Name(a) Position Year Salary (5) Bonus ($) C”'“pf;““"“ $)b) #e) Payouts (5) $)d)
Chief Executive “ : 20050k , L .939.420(b) - 466,667 - 118259

Jeﬂ'exy‘R. Gardner.

2004

. G0l 72982

51421

739,200 452,625

2005 500,000 648,000 — 939,420(b)
2004 460,000 739,200

470,000 224,241
104,766

Whittington Chief Financial 2005 180,000
Officer 175,000

(a) The listed principal position of each named executive officer is the principal position each named executive officer is expected to
hold with Newco following completion of the merger. Mr. Frantz served as the Executive Vice President and Secretary of Alltel.
Mr. Gardner served as the Executive Vice President and Chief Financial Officer of Alltel. Mr. Whittington served as the Senior
Vice President of Operations Support of Alltel. Mr. Rhoda served as Vice President — Regulatory and Wholesale for Alltel.
Mr. Clancy served as the Vice President of Investor Relations for Alltel.

(b) Holders of shares of Alltel restricted stock receive the same dividends as holders of Alltel common stock. On December 30,
2005, the aggregate Alitel restricted stock holdings for each of Messrs. Frantz and Gardner was 27,000 shares and for
Messrs. Whittington, Rhoda and Clancy, 1,292 shares, 2,458 shares
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and 808 shares respectively. The respective aggregate value of the shares based upon the December 31, 2005 closihg price was
$1,703,700 for Messrs. Gardner and Frantz. The respective aggregate value of the shares from Messrs. Whittington, Rhoda and
Clancy were $81,525, $155,100 and $50,985 respectively. The distribution agreement executed in connection with the merger of
Valor and Spinco provides that each Alltel restricted share award outstanding under Alltel’s 1998 Equity Incentive Plan and held,
by an individual to become an employee of Newco as of the distribution date will fully vest on the distribution date.

(c) The distribution agreement executed in connection with the merger of Valor and Spinco provides that all vested options held by
Spinco employees will expire upon the distribution date, unless exercised within the time provided in the options. To the extent a
Spinco employee is holding an award consisting of an Alltel option that is not vested as of the distribution date, that option shall
be cancelled as of the distribution date and replaced by restricted shares of Newcorcommon stock, the value of which will be
determined by the Newco Board of Directors. - !

(d) Includes the following amounts for Messrs. Frantz, Gardner, Rhoda and Clancy: allocated benefits under the Alite]l Benefit
Restoration Plan in the respective amounts of $65,196, $64,751, $5,881 and $2,371; aggregate employer contributions under the
Alltel Profit Sharing Plan and Alltel 401(k) Plan in the amount of $8,400 for each as well as Mr. Whittington; “above—market”
earnings on deferred compensation in the respective amounts of $140,169, $45,108 and $924 for Messrs. Frantz, Gardner and
Rhoda (payment of which is deferred until the deferred compensation is paid); ind dollar amount of premiums paid under
supplemental split dollar life insurance policies in the amount of $10,476 for Mr. Frantz, which was put into place prior to the
enactment of the Sarbanes—Oxley Act in 2002 and is therefore not subject to the prohibitions regarding loans to officers and
directors set forth in Section 402 of the act.

!
Optien Grants in Last Fiscal Year

The following table provides information about options to acquire shares of Alltel Corporation common stock granted by Alltel
Corporation in 2005 to named executive officers who are currently employees of Alltel Corporation.

Potential Realizable Value at
Assumed Annual Rates of Stock Price

Individual Grants Appreciation for Option Term

Number of % of

Total
Securities Options 5% 10%

Granted Exercise
Underlying o ar
Options Employees :,}:lii Expiration Stock Dollar Stock Dollar
Name G"‘;““’ in 2005 ($/Sh) Date Price (5) Gain (5) Price ($) Gain ($)

' Gardner(a),
Francis X.
_Frantz(a)
Michael D. @

Brent K.

. Whittington 4,000
Robert G. Clancy
s
Dollar Gains of All
Alltel
Stockholders(b) $ 1,333,030,000 $ 3,378,417,000

60,527

352,281

(a) These options become exercisable in five equal installments beginning on the first anniversary of the date of grant or sooner in
the event Alltel experiences a “change in control.”

(b) Total dollar gains are based on the indicated assumed annual rates of appreciation in the option exercise price, calculated on the
383,605,936 shares of Alitel common stock outstanding as of December 31, 2005.
129




Table of Contents 1

Aggregated Option Exercises in Last Fiscal Year and Fiscal Year—End Option Values

The following table provides information about option exercises during 2005 by the named executive officers who are currently
employees of Alitel Corporation and the value of their unexercised options as of the end of 2005.

Number of Securities ' Value of Unexercised

Shares Underlying Unexercised In—the—Money Options at

Acquired Value Options at 2005 Year—End 2005 Year-End
Name Exercise (#) Realized (8) Exercisable/Unexercisable" Exercisable/Unexercisable (3)
JefferyR. Gardner .~ 84,754 .- 1470298 553000262000 T - 776200/2,650920. .
Francis X. Frantz -0~ -0~ . 603,000262,000 - 1,,502,280/2,650,92,0_
Michael D.Rhoda = 6,000 131,155 7 24,200/18, 300?" ciwoin 0 84-682/184,046
Brent K. Whlttmgton =0~ -0~ 38508900  79.219/119,856

RobertG.ClancyJr. = 4250 46249 ‘a,iu_g”;,‘13;800‘/8»,000‘?f:~s~ﬁif%;;*gm-'f;;gi | 3,188/81,065
\

Long—Term Incentive Plan — Awards in Last Fiscal Year

The following table provides information concerning long—term compensation awards made during 2005 to the named executive
officers who are currently employees of Alltel Corporation. '
. Estimated Future Payouts*

Performance
Period

Name —ee — Untll Payout B Mmlmum ($) Mld-vPomt{@[ Target(ﬂ )
JefferyR. Gardner . . o0 3yearg 262,500 . 525,000 787,500
Francis X, Frantz . 3yeas ‘zso 000 500000 750,000
Michael D.Rhoda . = . iawea U agigeg i 41776 ~
Brent K. Whlttmgton ,,,,,, L Jdyears ..20,625 .. 41250
Robert G. Clancy Jr, : . 3years 16,875 33,7500 0

* The Employee Benefits Agreement executed in connection with the merger of Valor and Spinco provides that the awards for the
2005-2007 performance measurement period shall be deemed earned at the target performance level. Each eligible Spmco
individual shall be entitled to a pro rata award, the amount of which shall be calculated based on (i) the number of days in the
period commencing on January 1, 2005 and ending on the Distribution Date out of the total number of days in the performance
measurement period and (ji) his or her average base compensation during such period.

OTHER COMPENSATION ARRANGEMENTS

Change in Control Agreements

Alltel is a party to agreements with each of Messrs. Frantz, Gardner and Rhoda which provide that if, following a “change in
control” of Alltel, the executive’s employment terminates within twelve months (unless the termination is as a result of death, by
Alltel as a result of the executive’s disability or for “cause,” or by the executive without “good reason”) or, in the case of
Messrs. Frantz and Gardner, if after remaining employed for twelve months the executive’s employment terminates during the
following three-month period (unless the termination is a result of death or is by Alltel as a result of the executive’s disability) (each
of the foregoing events being referred to as a “Payment Trigger”), Alltel is required to pay the executive an amount equal to, in the
case of Messrs Frantz and Gardner, three times and in the case of Mr. Rhoda, one times the sum of his base salary as in effect
immediately prior to the change in control or Payment Trigger and the maximum amounts he could have received under the Incentive
Plans for the period commencing coincident with or most recently prior to the period in which the change in control or Payment
Trigger occurs, but reduced by any other cash severance paid to him. Alltel also is required to make an additional payment to the
executive in the amount of any excise tax under Section 4999 of the Internal Revenue Code as a result of any payments or
distributions by Alltel plus the amount of all additional income tax payable by him as a result of such
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additional payments. Payments under the agreements to Messrs. Franiz and Gardner are covered by Alltel’s “grantor trust” described
below.

It is anticipated that, following consummation of the merger, Newco will enter into change in control agreements with its senior
officers. The specific terms of the change in control agreements will be determined by Newco’s Board of Directors. The agreements
are expected to provide generally that if following a change in control of Newco, an officer who is a party to an agreement is
terminated without cause, or under other circumstances as may be specified in the change in control agreements, such officer would be
entitled to receive a severance payment equal to a range of one to three times the senior officer’s annual base salary and amounts
payable under the incentive plan for the period. Other benefits, including health and welfare benefits, may also be provided to such
officers under the terms of the change in control agreements.

Defined Benefit Pension Plan

Alltel maintains a trusteed, noncontributory, defined benefit pension plan covering salaried and non—salaried employees under
which benefits are not determined primarily by final compensation (or average final compensation). For nonbargaining participants,
the pension plan was closed to new participants as of December 31, 2005 and frozen to additional accruals as of December 31, 2005
(December 31, 2010 for employees who had attained age 40 with two years of service as of December 31, 2005). Under this pension
plan, Messrs. Frantz, Gardner, Rhoda and Clancy would have each period of post-January 1, 1988 through December 31, 2010,
service credited at 1% of compensation, plus 0.4% of that part of his compensation that exceeds the Social Security Taxable Wage
Base for such year. Mr. Whittington would have each period of post—January 1, 1988 through December 31, 2005, service credited at
1% of compensation plus 0.4% of that part of his compensation that exceeds the Social Security Taxable Wage Base for such year.
Service prior to 1988, if any, would be credited on the basis of a percentage of his highest consecutive five—year average annual base
salary, equal to 1% for each year of service prior to 1982 and thereafter increasing by .05% each year until 1988, but only
prospectively, i.e., with respect to service earned in such succeeding year; in addition, each of Messrs. Frantz, Gardner, Rhoda, Clancy
and Whittington would receive an additional credit of .25% for each pre—1988 year of service after age 55, subject to a maximum of
10 years’ such credit, and would have added to his annual pension benefits an amount equal to 0.4% of the amount by which his
pre~1988 career average annual base salary (three highest years) exceeds his Social Security covered compensation, multiplied by his
years of pre—1988 credited service. Various benefit payment options are available on an actuarially equivalent basis, inciuding joint
and survivor benefits. Compensation included in the pension base includes cash awards under the Incentive Plans,

As part of and in accordance with the merger agreement, the portion of the defined benefit plan covering Newco employees will be
transferred to Newco. Assuming annual increases in compensation in future years of 5% per year through December 31, 2010 (or
December 31, 2005 for Mr. Whittington), continuation in the position he held during 2005, and retirement at age 65, the estimated
annual benefit under the pension plan for each of Messrs. Frantz, Gardner, Rhoda, Clancy and Whittington is $297,890, $240,169,
$57,991, $41,254 and $7,182, respectively. Amounts shown are straight life annuity amounts and include amounts payable under the
defined benefit portion of the Alltel Benefit Restoration Plan.

Benefit Restoration Plan

Federal laws place certain limitations on pensions that may be paid under federal income tax qualified plans. The Alltel Benefit
Restoration Plan provides for the payment to certain employees outside tax—qualified plans of any amounts not payable under the
tax—qualified plans by reason of limitations specified in the Internal Revenue Code. Currently, under the Alltel Benefit Restoration
Plan, Messrs. Frantz , Gardner, Rhoda, and Clancy are eligible for accruals with respect to benefits not payable under Alltel’s defined
contribution plans and defined benefit pension plan. Amounts accrued, if any, under the defined contribution portion of these plans in
2005 for each of these executives are included in the Summary Compensation Table on page [ * ]. As part of and in accordance with
the merger agreement, the portion of the Alltel Benefit Restoration Plan covering Newco employees will be transferred to Newco.
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Suppleﬁlental Executive Retirement Plan

Alltel maintains a non~qualified supplemental executive retirement plan (the “SERP”) in which certain employees designated by
its Board of Directors, including Messrs. Frantz and Gardner, participate. Each of Messrs. Frantz and Gardner is entitled to an early
retirement benefit under the SERP upon the earliest to occur of January 1, 2007, and the distribution date (as defined in the
distribution agreement by and between Alltel and Spinco). The lump sum benefit under the SERP payable for each of Messrs. Frantz
and Gardner is $7,615,028 and $9,256,645, respectively. These payments will be made by Alltel within 10 days of the earliest of the
distribution date and January 1, 2007. These payments reflect retirement benefits that were earned by Messrs. Frantz and Gardner in
accordance with the SERP during their tenure at Alltel, and Alltel will make these payments on the foregoing date due to the pending
separation of Spinco from Alltel which will result in the termination of these individuals’ employment with Alltel.

Grantor Trust

Alltel maintains a “grantor trust” under Section 671 of the Internal Revenue Code (the “Trust”) to provide certain participants in
designated compensation and supplemental retirement plans and arrangements with greater assurance that the benefits and payments
to which those participants are entitled under those plans and arrangements will be paid. Contributions by Alltel to the Trust are

discretionary. Prior to a “change of control” of Alltel (as defined in the trust agreement for the Trust), benefits may not be paid from
the Trust.

Following a “change of control” of Alltel, benefits and payments may be paid from the Trust to the extent those benefits and
payments are not paid by Alltel or its successor. The assets of the Trust are subject to the claims of the creditors of Alltel in the event
Alltel becomes “insolvent” (as defined in the trust agreement for the Trust).

OWNERSHIP OF NEWCO COMMON STOCK

The table below sets forth the projected beneficial ownership of Newco common stock immediately after the completion of the
merger and is derived from information relating to the beneficial ownership of Valor common stock and Alltel Corporation common
stock as of February 27, 2006. The table sets forth the projected beneficial ownership of Newco common stock by the following
individuals or entities:

i
* each person who will beneficially own more than 5% of the outstanding shares of Newco common stock immediately after
completion of the merger;

= the individuals who will be the chief executive officer and the other four most highly compensated executive officers of Newco;
« the individuais who will be the directors of Newco; and

* the individuals who will be the directors and executive officers of Newco as a group.

Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission. Except as otherwise
indicated, each person or entity named in the table is expected to have sole voting and investment power with respect to all shares of
Newco common stock shown as beneficially owned, subject to applicable community property laws. As of February 1, 2006,
71,063,265 shares of Valor common stock were issued and outstanding and 387,188,917 shares of Alltel Corporation common stock
were issued and outstanding. The percentage of beneficial ownership set forth below gives effect to the distribution of an estimated
387,188,917 shares of Spinco common stock in the spin—off and the issuance of an estimated 402,715,523 shares of Valor common
stock pursuant to the merger and is based on 473,751,788 shares of Newco common stock estimated to be outstanding immediately
following completion of the merger. In computing the number of shares of Newco common stock that will be beneficially owned by a
person and the percentage ownership of that person, Newco restricted stock units that will be held by such person that are exercisable
immediately after the merger or that are exercisable within 60 days of the date the merger closes (which is assumed, for purposes of
this calculation only, to be May 31, 2006) are deemed outstanding. These
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shares are not, however, deemed outstanding for the purpose of computing the percentage ownership of any other persqle.

Amount and
! Nature of Percent of
Beneﬁcial ' Class (If 1% or \
5% Beneficial Owners: =~ . 0 . e G
Private Capital ‘ - ' 39 295 807(a) 8.3%
Management, Inc.
8889 Pelican Bay Boulevard '
Suite 500 | '
‘ ) ~ Naples, FL 34108-7512 S ‘
Directors - = = . .. . v DenmisE.Foster s 0 498398
; - ‘ , - ~ Anthony I. de Nlcola - _ 19 617 338(c)(d) 4.1
Named Executive Officers: - : . JefferyR.Gardner -~ == % 711308(b) - o
~Francis X. Frantz 845,477(b) )
. BrentK. Whittington = oo 5403
‘Michael D. Rhoda .33,736(b) )
B b - ffRObert'_G;¢"ClanOy;.jr,-%: e S8, 155(b)f - .
All Directors and Executive Officers as 21 674 ,554(¢e) 4.6%

a Group |

(2) Based upon information contained in the Schedule 13G/ A filed by Private Capital Management (“PCM”) on February 14, 2006
evidencing its ownership of Alltel common stock, it has shared voting and investment power with respect to these shares. Bruce
S. Sherman, chief executive officer of PCM, has sole voting and investment power with respect to 560,595 shares of Alltel
common stock and shared voting and investment power with respect to 36,503,885 shares (including the shares held by PCM’s
clients and managed by PCM), and Gregg J. Powers, president of PCM, has sole voting and investment power with respect to
30,000 shares of Alitel common stock and shared voting and investment power with respect to 36,468,040 shares (including the
shares held by PCM’s clients and managed by PCM).

(b) Includes shares that the indicated persons have the right to acquire (through the exercise of options to purchase Alltel common
stock) on or prior to the projected closing date (which is assumed, for purposes of this calculation only, to be May 31, 2006), as
follows: Dennis E. Foster (375,656); Francis X. Frantz (731,120); Jeffery R. Gardner (679,120); Brent K. Whittington (4,368);
Michael D. Rhoda (31,408); and Robert G. Clancy, Jr. (16,712). The employee matters agreement provides that to the extent that
these individuals are holding an award consisting of an Alltel option that is vested and outstanding as of the distribution date, he
or she will be treated as experiencing a separation from service from, or otherwise terminating employment with, Alltel. Any
such Alltel option will expire unless it is exercised within the time provided in the option itself.

(c) Asamember of WCAS VIII Associates LLC and WCAS IX Associates, LLC, Mr. de Nicola may be deemed to share beneficial
ownership of the 19,574,421 shares held by Welsh, Carson, Anderson Stowe. Mr. de Nicola disclaims beneficial ownership of
such shares and any other shares held by affiliates of Welsh, Carson, Anderson & Stowe.

(d) Includes 42,579 shares held directly by Mr. de Nicola, of which 6,470 represents shares of restricted stock that will vest upon
closing of the merger.

(e) Includes a total of 1,852,008 shares that members of the group have the right to acquire (through the exercise of options) on or
prior to the projected closing date (which is assumed, for purposes of this calculation only, to be May 31, 2006).
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DESCRIPTION OF NEWCO CAPITAL'STOCK

As part of the merger, the certificate of incorporation and bylaws of Valor will be amended and restated to become the governing
documents of Newco. The following summary describes the material terms of the Amended and Restated Certificate of Incorporation
of Newco (which we refer to as the “Newco Certificate”) and the Amended and Restated Bylaws of Newco (which we refer to as the
“Newco Bylaws™), but it does not purport to describe all of the terms, of such certificate and bylaws. The full text of the Newco
Certificate and Bylaws are attached as Annex E and F, respectively, to this document and are incorporated by reference herein. All
stockholders are urged to read such certificate and bylaws in their entirety. The summary is qualified in its entirety by the General
Corporation Law of the State of Delaware (which we refer to as the “DGCL”).

The Newco Certificate and Newco Bylaws will not become effective until the completion of the spin—off and merger.

General

\
Under the Newco Certificate, the name of the company will be [ * ]. The total authorized capital stock of Newco will consist of
200,000,000 shares of preferred stock, par value $.0001 per share and 2,000,000,000 shares of common stock, par value $.0001 per
share.

Preferred Stock /

The Newco Certificate provides that Newco’s Board of Directors will be authorized without further stockholder approval, to issue
from time to time up to a total of 200,000,000 shares of preferred stock in one or more series and to fix or alter the powers,
preferences and rights, and any qualifications, limitations or restrictions thereof, of the shares of each series. The Board of Directors
may fix the number of shares of any series of preferred stock, and it may increase or decrease the number of shares of any series of
preferred stock, as long as it acts within the limitations or restrictions stated in the original resolution or resolutions that fixed the
number of shares in the series and as long as it does not decrease the number of shares of any series below the number then
outstanding. If the number of shares of any series of preferred stock is decreased, the shares constituting the decrease will resume the
status they had prior to the adoption of the resolution that originally fixed the number of shares of the series, subject to the
requirements of applicable law.

Common Stock

Under the Newco Certificate, the holders of Newco common stock will have one vote per share on matters submitted to a vote of
stockholders. Holders of the common stock will be entitled to receive dividends ratably, if any, as may be declared by the Board of
Directors out of legally available funds, subject to any preferential dividend rights of any outstanding preferred stock. Upon Newco’s
liquidation, dissolution or winding up, the holders of common stock will be entitled to receive ratably Newco’s net assets available
after the payment or provision for payment of all debts and subject to the prior rights of any outstanding preferred stock. The Newco
common stock will have no preemptive rights, no cumulative voting rights and no redemption, sinking fund or conversion provisions.

To the greatest extent permitted by applicable Delaware law, the shares of common stock will be uncertificated, and transfer will
be reflected by book entry.

All rights, preferences and privileges of holders of Newco common stock stated in this summary are subject to the rights of holders
of shares of any series of preferred stock which Newco may designate and issue in the future without further stockholder approval.
Delaware Anti—Takeover Statute

Section 203 of the DGCL restricts business combinations with certain interested stockholders (defined generally under the DGCL
to include persons who beneficially own or acquire 15% or more of a Delaware corporation’s voting stock, hereinafter a “Section 203
Interested Stockholder™). Section 203, which applies to

134




Table of Contents

Newco, prohibits business combination transactions between a publicly held Delaware corporation and any Section 203 Interested
Stockholder for a period of three years after the time on which the Section 203 Interested Stockholder became an interested
stockholder unless: (a) prior to that time the corporation’s Board of Directors approved either the proposed business combination or
the transaction which resulted in the Section 203 Interested Stockholder becoming an interested stockholder; (b) upon consummation
of the transaction which resulted in the Section 203 Interested Stockholder becoming an interested stockholder, the Section 203
Interested Stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced,
excluding for purposes of determining the number of shares outstanding those shares owned (i) by persons who are directors and also
officers; and (ii) by employee stock plans in which employee participants do not have the right to determine confidentially whether
shares held subject to the plan will be tendered in a tender or exchange offer; or (c) on or subsequent to such time the business
combination is approved by the corporation’s Board of Directors and authorized at an annual or special meeting of stockholders, and

not by written consent, by the affirmative vote of at least 662/3% the outstanding voting stock which is not owned by the Section 203
Interested Stockholder.

Rights of Appraisal

Under the DGCL, Newco stockholders may demand appraisal of and obtain payment of the fair value of their shares. This remedy
may be an exclusive remedy, except where the corporate action involves fraud or illegality. The DGCL provides appraisal rights only
in certain mergers or consolidations and not (unless the certificate of incorporation of a corporation so provides, which the Newco
Certificate will not) for a sale or transfer of all or substantially all of a corporation’s assets or an amendment to its certificate of
incorporation. Moreover, the DGCL does not provide appraisal rights in connection with a merger or consolidation (unless the
certificate of incorporation so provides, which the Newco Certificate will not) to the holders of shares of a constituent corporation
listed on a national securities exchange (or designated as a national market system security by the National Association of Securities
Dealers, Inc.) or held of record by more than 2,000 stockholders, unless the applicable agreement of merger or consolidation requires
the holders of such shares to receive, in exchange for such shares, any property other than shares of stock of the resulting or surviving
corporation, shares of stock of any other corporation listed on a national securities exchange (or designated as described above) or
held of record by more than 2,000 holders, cash in lieu of any fractional shares or any combination of the foregoing. In addition, the
DGCL denies appraisal rights if the stockholders of the surviving corporation in a merger did not have to vote to approve the merger.
Appraisal rights are not available to Valor stockholders or Alitel stockholders with respect to the spin off and merger.

Board of Directors

The Neweo Certificate provides for a Board of Directors consisting of not less than three nor more than fifteen members, the exact
number of which shall be fixed from time to time by the affirmative vote of a majority of the entire Board of Directors. The Board of
Directors will consist of three classes, with each class to consist of a number as close as possible to one~third of the directors. Under
the Newco Certificate, the initial Board of Directors will consist of nine directors. In accordance with the merger agreement, the initial
Class I directors will consist of three Alltel designees; the initial Class II directors will consist of one Valor designee and two Alltel
designees; and the initial Class III directors will consist of one Alltel designee and the chairman of the Board of Directors and the
chief executive officer of Newco. The initial term of office for the Class I, Class II and Class III directors will expire at the annual
meeting of stockholders in 2007, 2008 and 2009, respectively. At each annual meeting of stockholders, the successors of that class of
directors whose term expires at that meeting will be elected to hold office for a term expiring at the annual meeting of stockholders
held in the third year following the year of such election. If the number of directors is changed, any increase or decrease will be
apportioned among the classes so as to maintain the number of directors in each class as nearly equal as practicable.

Nominations of persons for election to the Newco Board of Directors may be made at a meeting of stockholders by or at the
direction of the Board of Directors. In addition, any stockholder may nominate
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persons for election to the Newco Board of Directors by giving timely notice to Newco’s Secretary. To be timely:

« in the case of an annual meeting, a stockholder’s notice must be delivered to or mailed and received at Newco’s principal !
executive offices not less than 90 days nor more than 120 days before the first anniversary of the preceding year’s annual
meeting; provided, however, that if the date of the annual meeting is changed by more than 30 days from such anniversary date,
notice by the stockholder must be received not later than the close of business on the 10th day following the day on which notice
of the date of the meeting was mailed or public disclosure of the meeting was made; and '

* in the case of a special meeting, a stockholder’s notice must be delivered to orymailed and received at Newco’s principal '
executive offices not later than the close of business on the 10th day following the day on which notice of the date of the meeting
was mailed or public disclosure of the meeting was made. '

Directors will be elected at a stockholders’ meeting by a plurality of the votes of the shares present in person or represented by
proxy at the meeting and entitled to vote. |

Any vacancy on the Newco Board of Directors that results from an increase in the number of directors may be filled by the
majority vote of the directors then in office as long as a quorum is present. Any other vacancy may be filled by a majority of the Board
of Directors then in office, even if less than a quorum, or by a sole remaining director.

/ - .
Any or all directors may be removed, with cause, by the affirmative vote of at least a majority of the total voting power of
Newco’s outstanding voting securities, voting together as a single class at a meeting specifically called for such purpose.

Notwithstanding the foregoing, if the holders of any one or more classes or series of Newco preferred stock have the right to elect
directors, the election, term of office, filling of vacancies and other features of such directorships shall be established by the Board of
Directors.

The Newco Board of Directors will have an annual meeting and may hold regular meetings without notice according to a
resolution of the board. Special meetings may be called by the chairman of the board, the president (if the president is a director) or,
upon the written request of a majority of the total number of directors then in office. A majority of the total number of Newco
directors will constitute a quorum, and directors present at any meeting at which a quorum is present may act by majority vote.

Stockhelders

The Newco Bylaws provide that an annual meeting of stockholders for the purpose of electing those directors whose term of office
expires at such meeting and of transacting such other business as may properly come before it will be held each year. A stockholder
may bring business before an annual meeting of stockholders by giving timely notice in writing to Newco’s secretary in accordance
with the provisions of the Newco Bylaws.

Under Delaware law, a special meeting of the stockholders may be called by the Board of Directors of the corporation or by any
other person authorized to do so in the certificate of incorporation or bylaws. The Newco Certificate states that as long as any security
of the company is registered under Section 12 of the Securities Exchange Act of 1934, as amended, special meetings of stockholders
of Newco may be called only by a resolution of the Board of Directors.

In accordance with Delaware law, the Newco Bylaws provide that written notice of any stockholders meeting must be given to
each stockholder entitled to vote not less than 10 or more than 60 days before the date of the meeting. Except as otherwise provided by
DGCL or the Newco Certificate, the holders of a majority of Newco’s outstanding shares of stock entitled to vote constitutes a quorum
for the transaction of business, and except for the election of directors, the affirmative vote of the majority of shares present in person
or represented by proxy at the meeting and entitled to vote on the subject matter shall be the act of the stockholders.
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As lgng as any security of Newco is registered under Section 12 of the Securities Exchange Act of 1934, no stockholder action

may be taken without a meeting, and the certificate of incorporation expressly denies the power of stockholders to consent in writing
without a meeting,.

Voting on Certain Fundamental Issues

Delaware law permits a corporation to include supermajority provisions in its certificate of incorporation and bylaws with respect
to the approval of various issues. However, other than the effect of Section 203 of the DGCL and voting on an amendment to certain
sections of the Newco Certificate, no supermajority voting requirement provisions related to matters upon which the stockholders of
Newco may vote are included in the Newco Certificate or Newco Bylaws.

Amendment of the Newco Certificate

Under Delaware law, unless a higher vote is required in the certificate of incorporation of a corporation, an amendment to such
certificate of incorporation generally may be approved by a majority of the outstanding shares entitled to vote on the proposed
amendment. Notwithstanding any provision of a corporation’s certificate of incorporation to the contrary, under Delaware law, holders
of a class of a corporation’s stock are entitled to vote as a class on the approval of any amendment to the corporation’s certificate of
incorporation which would:

« increase or decrease the aggregate number of authorized shares of such class (subject to certain exceptions);
* increase or decrease the par value of the shares of such class; or

= alter or change the powers, preferences or rights of such class so as to affect them adversely.

Under the Newco Certificate, the affirmative vote of the holders of at least two—thirds of the combined voting power of all of the
then—outstanding shares of Newco eligibie to be cast in the election of directors is required in order to amend, alter, change or repeal
the sections of the Newco Certificate related to the limitation of liability of directors and indemnification of directors and officers, the
prohibition of stockholder action by written consent, the calling of special meetings of stockholders, the election to be covered by
DGCL Section 203, and the procedures required to amend the Newco Certificate.

t

Amendment of the Newco Bylaws

Under the Newco Certificate, the Board of Directors will be expressly authorized to amend, alter, change or repeal the Newco
Bylaws. The stockholders will also have the ability to amend, alter, change or repeal the Newco Bylaws by the affirmative vote of a
majority of the outstanding shares, except that a two—thirds vote is required for the stockholders to amend the bylaws sections related
to bringing matters before an annual stockholder meeting, nominating and electing directors and filling vacancies on the Board, and
the procedures required to amend the Newco Bylaws.

Limitation of Liability of Directors

The DGCL provides that a corporation can, by a provision in its certificate of incorporation, limit a director’s liability for
monetary damages for breach of fiduciary duty as a director; however, a corporation cannot limit a director’s liability for any breach
of the director’s duty of loyalty to the corporation or its stockholders; acts or omissions not in good faith or which involve intentional
misconduct or a knowing violation of law; payment of a dividend or the repurchase or redemption of stock in violation of Delaware
law; or any transaction from which the director derived an improper personal benefit.

The Newco Certificate provides that to the fullest extent permitted by the DGCL, no Newco director will be liable to the
corporation or its stockholders for damages arising from a breach of fiduciary duty owed to Newco or its stockholders.
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Indemn\iﬁcation

The Newco Certificate will require the corporation to indemnify any party to the fullest extent permitted by the DGCL who was or
is a party or is threatened to be made a party to any threatened, pending or completed action, suit or proceeding because he is or was a
director or officer of Newco, or, while a director, officer or other employee of Newco, is or was serving at the request of Newco as a
director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise.

In addition, Newco, to the fullest extent authorized under Delaware law shall pay in advance of the final disposition of any such
proceeding all expenses incurred by any director or officer in connection with such proceeding. The right to indemnification is not
exclusive of any other right which that individual may have or hereafter acquire under the Newco Certificate or under any statute,
bylaw, agreement, vote of stockholders or disinterested directors or otherwise.

Newco may, by action of its Board of Directors, provide indemnification to its employees and agents with the same or lesser scope
and effect as the foregoing indemnification of directors and officers.

Newco is authorized to purchase and maintain insurance on its own behalf and on behalf of any person required or permitted to be
indemnified.

The rights to indemnification and to the advance of expenses conferred in the Newco Certificate are not be exclusive of any other
right which any person may have or acquire.
Name Change; Listing

Immediately following completion of the merger, the Board of Directors will merge a wholly—-owned subsidiary of the surviving
company into the company and, in connection with such merger, change the name of the company from “Valor Communications
Group, Inc.” to “[ » ].” On the same day, the company will file a restated certificate of incorporation with the Delaware Secretary of
State reflecting the name change. Shares of [ * ] will be traded on the NYSE under the new trading symbol [ ¢ ].

Transfer Agent and Registrar

The transfer agent and registrar for the common stock is Computershare Investor Services, LLC.

1
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COMPARISON OF THE RIGHTS OF STOCKHOLDERS
BEFORE AND AFTER THE SPIN-OFF AND MERGER

Upon completion of the spin—off and merger, the Newco Certificate and Newco Bylaws will be in the form attached as Annex E
and F, respectively, to this document and incorporated by reference herein. Although there are substantial similarities between the
certificate of incorporation and bylaws of Valor prior to the spin—off and merger (which we refer to as the “Pre-Merger Certificate”
and the “Pre-Merger Bylaws”) and the Newco Certificate and Bylaws, some differences do exist. The following is a summary of the
material differences between the rights of stockholders before and after the spin—off and merger. Although we believe that this -
summary covers the material differences between the two, this summary may not contain all of the information that is important to
you. This summary is not intended to be a complete discussion of stockholders’ rights, and it is qualified in its entirety by reference to
the DGCL and the various documents we refer to in this summary.

Shares of Stock \

Total authorized shares of capital stock will increase from 220,000,000 to 2,200,000,000. The authorized number of shares of
preferred stock will increase from 20,000,000 shares, with a par value of $.0001 per share in the Pre~Merger Certificate to
200,000,000 shares of preferred stock, with a par value of $.0001 per share in the Newco Certificate. The authorized number of shares
of common stock will increase from 200,000,000 shares of common stock, with a par value of $.0001 per share in the Pre—Merger
Certificate to 2,000,000,000 shares of common stock, with a par value $.0001 per share in the Newco Certificate.

The Pre—Merger Bylaws contemplated that all shares of stock would be certificated, but under the Newco Certificate and Bylaws,
to the greatest extent permitted by applicable Delaware law, the shares of common stock will be uncertificated, and transfer will be
reflected by book entry. Under the Newco Bylaws, any certificated shares of stock will be transferred by surrendering the certificates
with the proper endorsement and additional items required by the corporation. Upon surrender of the certificate, no new certificate
will be issued to the transferee; instead, the transfer will be made by book entry.

Board of Directors

The Pre—Merger Certificate and Bylaws established an initial Board of Directors consisting of four directors elected by the
stockholders. Thereafter, the number of directors was established by resolution of the Board. No term for the directors was specified,
and a special meeting could be called upon the written request of at least three directors.

The Newco Certificate and Bylaws state that the Board of Directors will consist of not less than three nor more than fifteen
members, with the exact number fixed from time to time by the affirmative vote of a2 majority of the entire Board of Directors. The
Board of Directors will be divided into three classes, each consisting of a number as close as possible to one—third of the directors.
The term of the successors of each such class of directors expires at the annual stockholders meeting in the third year following the
year of election. A special meeting can be called upon the written request of a majority of the directors then in office.

Further, vacancies on the Board under the Pre~Merger Bylaws were filled by a majority vote of the board, regardless of whether a
quorum was present. Under the Newco Bylaws, a quorum must be present in order to vote to fill a vacancy on the Newco Board of
Directors that results from an increase in the number of directors. Other vacancies may be filled by a majority vote of the Board of
Directors then in office, even if less than a quorum, or by a sole remaining director.

Stockholders

Under both the Pre-Merger Bylaws and the Newco Bylaws, a stockholder may bring business before an annual meeting of
stockholders by giving timely notice in writing to corporation’s secretary. However, the requirements for a “timely” meeting notice
differ between the two documents. Under the Pre-Merger Bylaws, the meeting notice must have been provided to the corporation no
less than 60 nor more than 90 days prior to
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the meeting; provided, however, that in the event that less than 70 days’ notice or prior public announcement of the date of the
meeting was given, the stockholder’s notice must be received by the corporation no later than the 10t day following the date of the
notice of the annual meeting was mailed or the public announcement was made. Under the Pre-Merger Bylaws, the meeting notice |
must contain the following information: (1) a brief description of the business desired to be brought before the annual meeting; (2) the
name and address of the stockholder submitting the meeting notice; (3) the class and number of shares beneficially owned by the
stockholder; and (4) any material interest of the stockholder in the business brought before the meeting.

The Newco Bylaws require the stockholder to provide the meeting notice no. less than 90 nor more than 120 days prior to the
anniversary date of the immediately preceding annual meeting of stockholders; provided, however, that in the event that the annual
meeting is called for a date that is not within 25 days before or after the anniversary'date, the meeting notice must be received no later
than the 10t day following the date on which notice of the annual meeting was mailed or a public announcement of the annual
meeting was made. Under the Newco Bylaws, the meeting notice must contain the information required under the Pre~Merger
Bylaws, as well as the following additional information: (1) a representation that the stockholder is a stockholder of record entitled to
vote at the meeting and intends to appear in person or by proxy at the meeting to propose the business described in the meeting notice;
and (2) a representation as to whether the stockholder or the beneficial owner, if anyj intends or is part of a group which intends (a) to
deliver a proxy statement and/or form of proxy to holders of at least the percentage of the outstanding capital stock required to
approve or adopt the proposal and/or (b) otherwise to solicit proxies from stockholders in support of such proposal.

The notice requirements for nomination of directors at an annual meeting also change under the Newco Bylaws. The Pre—~Merger
Bylaws require the submission of the nomination not less than 60 nor more than 90 days prior to the first anniversary of the preceding
year’s annual meeting, but if the date of the annual meeting is changed by more than 30 days from the anniversary date, then the
nomination must be received no later than the 10t day following the date of the notice of the annual meeting was mailed or the public
announcement was made. Under the Pre—Merger Bylaws, the nomination must contain: (1) as to the stockholder submitting the
nomination: (a) his or her name and address; and (b) the class and number of shares beneficially owned and owned of record by the
stockholder; and (2) as to the beneficial owner, if any, on whose behalf the nomination is made: (i) the name and address of the
beneficial owner; and (ii) the class and number of shares beneficially owned by him or her.

Under the Newco Bylaws, the nomination must be submitted not less than 90 nor more than 120 days prior to the first anniversary
of the preceding year’s annual meeting, but if the date of the annual meeting is changed by more than 30 days from the anniversary
date, then the nomination must be received no later than the 10t day following the date of the notice of the annual meeting was mailed
or the public announcement was made. Under the Newco Bylaws the nomination must contain the same information required under
the Pre—Merger Bylaws, but it also must contain the following additional information: (1) a representation that the stockholder is a
holder of record of stock of the corporation entitled to vote at the meeting and intends to appear in person or by proxy at the meeting
to propose the nomination, and (2) a representation as to whether the stockholder or the beneficial owner, if any, intends or is part of a
group which intends (a) to deliver a proxy statement and/or form of proxy to holders of at least the percentage of the corporation’s
outstanding capital stock required to elect the nominee and/or (b) otherwise to solicit proxies from stockholders in support of the
nomination.

The Pre—Merger Certificate contains no provision allowing the stockholders to amend the corporation’s bylaws although the
DGCL provides for this right. While the Newco Certificate allows the stockholders to amend, alter, change or repeal the Newco
Bylaws by an affirmative majority vote, or in the case of amendment to the bylaws sections related to bringing matters before an
annual meeting of the stockholders, nominating and electing directors and filling vacancies on the Board of Directors, and amending
the Newco Bylaws, a two—thirds vote.

140




Table of Contents

Certain\Related Party Transactions

The Pre~Merger Certificate contained provisions stating that the partners, principals, directors, officers, members, managers
and/or employees of Vestar Capital Partners, III, L.P., Vestar Capital Partners IV, L.P. and Vestar/ Valor LLC (which we collectively
refer to as “Vestar”) and Welsh, Carson, Anderson & Stowe VIII, L.P. and Welsh, Carson, Anderson & Stowe IX, L.P. (which we
collectively refer to as “WCAS”) were deemed “interested stockholders™ under Section 203 of the DGCL and were expected to serve
as directors and/or officers of the corporation; engage in business activities that are the same, similar to, or related to the business in
which the corporation was engaged; and engage in material business transactions with the corporation. The Pre-Merger Certificate
stated that these activities by Vestar and WCAS were not breaches of fiduciary duty and that neither Vestar nor WCAS had a duty to
inform the corporation of any potential corporate opportunity unless the opportunity was expressly offered to the representative of
Vestar or WCAS in his or her capacity as a director or officer of the corporation. The Pre—Merger Certificate also identified certain
matters that were not corporate opportunities and set forth requirements for approval of agreements or transactions between the
corporation and Vestar or WCAS. None of these provisions, nor any similar provisions concerning interested parties, are included in
the Newco Certificate or Newco Bylaws. ‘

Other than the differences described above, the rights of Newco stockholders will remain the same as the rights of Valor
stockholders immediately prior to the merger.
Rights of Alltel Corporation Stockholders Before and After the Merger

Alltel Corporation stockholders will not be required to surrender their Alltel Corporation shares in the spin—off transaction or the
merger. The distribution of Valor common stock to Alltel Corporation stockholders will not cancel or affect the number of outstanding
shares of Alltel Corporation common stock or the related rights. The rights of Alltel stockholders after the merger as stockholders of
Newco will be as set forth above under the heading “Description of Newco Capital Stock” beginning on page [ * ].
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UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION

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
Spinco and Valor. The unaudited pro forma combined condensed financial statements give effect to (1) the contribution of Alltel’s
wireline operations to Spinco, (2) the spin off of Spinco to Alltel’s stockholders and (3) the merger of Spinco with Valor accounted for
as a reversé acquisition of Valor by Spinco, with Spinco 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
Spinco and Valor adjusted to give effect (1) to the transfer of certain assets and liabilities from and to Alltel and Spinco immediately
prior to the spin—off that are not included in Spinco’s historical balance sheet as of December 31, 2005, (2) to the issuance of
$4.9 billion of long—term debt by Newco as further discussed in Notes (b) and (f) below (assuming Valor’s outstanding notes remain
outstanding), (3) to the spin—off of Spinco to Alltel’s stockholders through a tax free stock dividend, payment of a special dividend by
Spinco to Alltel in an amount not to exceed Alltel’s tax basis in Spinco and the distribution by Spinco of certain of its debt securities
to Alltel, as further discussed in Note (b) below and (4) to the merger of Spinco with Valor. (See Note (i) below.)

The unaudited pro forma combined condensed financial statements were prepared using (1) the audited combined financial
statements of Spinco as of December 31, 2005 and for the year ended December 31, 2005 included in this proxy statement/
prospectus—information statement 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, which are incorporated herein by reference.

Although Valor will issue approximately 403 million of its common shares to effect the merger with Spinco, the business
combination will be accounted for as a reverse acquisition with Spinco 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 pricg 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, Spinco has just 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 Spinco 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 reflected in the pro forma purchase price allocation, and this
difference may be material.

Spinco, together with the management of Newco, is developing a plan to integrate the operations of Valor and Spinco 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—information statement. However, any such
charge could affect the combined results of operations of Spinco and Valor in the period in which such charges are

142




Table of Contents

, ¢
recorded. The unaudited pro forma combined condensed financial statements do not include the effects of the costs assoLiated 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, nor do they include any potential incremental costs due to loss of synergies due to the separation from
Alltel. :

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 Spinco 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
Spinco 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 Spinco and Valor that are included or incorporated by reference in this
proxy statement/ prospectus—information statement. ‘
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Valor Communications Group Inc.

Unaudited Pro Forma Combined Condensed Balance Sheet

As of December 31, 2005
Additional
Transfers
of
Assets and
Liabilities Issuance Payment of Pro Forma
Spinco as to/from of Debt Dividends to Spinco, as Valor as (D:::ct)
Reported Alltel Securities Alitel Adjusted Reported Adjustments Combined
(Millions)
Cash and short-term
investments L8 119 s (2@ 8 32940) S (40000) 5 8361 S L3000 5 1063
Othercurrentassets .+ 3g33 e i L SR Sy a4
Total current assets, ) 3952 (5.2) 3 2294 (2,400.0) 1,2194 547.7
Investments b gy e Gt 20 AT
Goodwill ) — — —
Other intanpibles: e — —
Property, plant and

equipment, net 829a@) -
. 182.8(a) . . 703(b) L

Total assets o 13 43297 2605 S :

G L IARILITIES AND SHAREHOLDERS® EQUITY 7 i
0 8§ 0@ $ $ .8 3520 $
L= — 50000

768.8

Current liabilities
Long*term debt
Deferred income taxes

Other liabilities = 0 o0
Common stock .

88.2(a)

Parent company.

“investment
Accumulated other
comprehensive income

: . -18.5(h)
Retained cammgs
(deficit) 2.033.5 (0 9)(a) 9.5)(H) (2.023.1)(b) — (321.3) 321.3(h)
. Total hablllt!esand Shig TS s R DI e s T :

(5

e ogne

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

Unaudited Pro Forma Combined Condensed Statement of Income ’ !
For the Year Ended December 31, 2005

. Pro Forma
Spinco, . Valor Add (Deduct)
as reported as Reported Adjustments Combined

(Mllhons, except per share amounts)

159k

Revenues and sale
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 incom
Other income (expense) net
Intercompany interest income
Interest expense
Income before income taxe
Income taxes
Income before cur

. ‘change .
Earmngs per share:

. """"'ff'(lsf:;)(k);; .

Basic

Dilu d

Average common shares. outstanding: ¢
Basic A404.8(r)
Diluted . 404.8(r)

The accompanying notes are an integral part of these unaudited pro forma !
combined condensed financial statements.
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NOTES TO UNAUDITED PRO FORMA
COMBINED CONDENSED FINANCIAL STATEMENTS

a. Immediately prior to the effective date of the spin—off, Alltel will transfer to Spinco property, plant and equipment (net book
value of $82.9 million), net pension assets ($182.8 million), additional other postretirement liabilities ($2.9 million) and deferred
compensation obligations ($14.8 million) related to the wireline operations and associated deferred income taxes ($88.2 million). In
addition, Spinco will transfer to Alltel certain tax contingency reserves that will be retained by Alltel pursuant to the distribution
agreement ($11.9 million), as well as certain international operations. The amounts of the transferred assets and liabilities reflected in
the pro forma combined condensed balance sheet have been based upon the December 31, 2005 carrying values and are subject to
change. The actual carrying values of the transferred assets and liabilities will be determined as of the date of the spin—off. In
particular, the amounts of assets and liabilities associated with employee benefit plans were determined based on employees identified
as of the announcement date (December 9, 2005), which did not include employees performing a shared function at that time. As
employees performing shared functions are identified to join Spinco, those amounts may change, and such change may be material.

b. Prior to the spin—off and merger with Valor, Spinco will borrow approximately $4.9 billion through a new senior sécured credit
agreement and the issuance of unsecured debt securities in a private placement or through a public offering and through the
distribution to Alltel of $1.538 billion of Spinco’s debt securities. Proceeds from the debt issuance will be used to pay a special
dividend to Alltel in an amount not to exceed Alltel’s tax basis in Spinco and for other purposes, including the repayment of certain
debt obligations of Valor and Spinco, as further discussed in Note (f) below. Spinco expects to capntallze $70.3 million of debt
issuance costs associated with the issuance of the $4.9 billion of long—term debt. Effective with the spin off, Alltel will contribute all
of the assets and liabilities of its wireline business to Spinco in exchange for the issuance to Alltel of Spinco’s common stock to be
distributed pro rata to Alltel’s stockholders as a tax free stock distribution, the payment of a special dividend to Alltel in an amount not
to exceed Alltel’s tax basis in Spinco (estimated to be approximately $2.4 billion at December 31, 2005), which Alltel will use to
repurchase stock pursuant to a special stock buyback program authorized by the Alitel Board of Directors in connection with the
spin—off, to repay outstanding indebtedness, or both, within one year following the spin—off, and the distribution by Spinco of
$1.538 billion of debt securities to Alltel. Immediately after the consummation of the spin off, Spinco will merge with and into Valor,
with Valor continuing as the surviving corporation. As a result of the merger, all of the issued and outstanding shares of Spinco
common stock will be converted into the right to receive an aggregate number of shares of common stock of Valor that will result in
Alltel’s stockholders holding approximately 85 percent of the outstanding equity interests of the surviving corporation immediately
after the merger and the stockholders of Valor holding the remaining approximately 15 percent of such equity interests. It is presently
estimated that 1.04 shares of Valor common stock will be distributed to Alltel stockholders for each share of Spinco common stock
they are entitled to receive. The final number of shares of Valor common stock issued to effect the merger will be determined based on
the actual number of Valor shares outstanding as of the merger date.

c. This adjustment is to reclassify Valor’s investments in certain wireless partnerships and RTFC equity certificates as of the
merger date from other assets to investments to conform to Spinco’s financial statement presentation.

d. This adjustment is to eliminate as of the merger date the recorded values of Valor’s goodwill of $1,057.0 million and customer
list of $0.5 million and to write—off Valor’s remaining unamortized debt issuance costs of $30.7 million.

e. This adjustment is to eliminate, as of the merger date, Valor’s current and long—term portion of deferred activation fees of
$3.1 million and $2.2 million, respectively, and the correspondmg amounts of deferred acquisition costs in accordance with Emerging
Issues Task Force (“EITF”) No. 01—3, “Accounting in a Business Combination for Deferred Revenue of an Acquiree.”
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NOTES TO UNAUDITED PRO FORMA
COMBINED CONDENSED FINANCIAL STATEMENTS — (Continued)

f. Immediately following the merger, the surviving corporation will repay with available cash on hand all borrowings outstanding
under Valor’s existing credit facility ($780.6 million at December 31, 2005) and $80.0 million of long—term debt obligations of
Spinco. In addition, the surviving company will pay approximately $9.5 million of early termination penalties in conjunction with
repaying the long—term debt obligations of Spinco. The following table presents the estimated long—term debt outstanding of the
combined company immediately following the merger on a pro forma basis (amounts in millions):

Bank Debt: B s S
_ Senior secured five—year revolving credit facility
~ Termloan A—S5yearmaturity . .
Term loan B — 7 year maturity

. Totalbankdebt *. =~ .
. ALLTEL Communications Holdings of the Midwest, Inc. — 6.75%, due April 1, 2028 = i
... ALLTEL Georgia Communications Corp. — 6.50%, due in annual installmer
. Valor— 7.75%, due November 15, 2015 - e o

ALLTEL Holdings — 10 year fixed maturity

. Totalmotes =~ .
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 obligations 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.

g. This adjustment is to recognize, as of December 31, 2005, Valor’s unfunded pension and other postretirement benefits liabilities
of $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.”

h. 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.

i. 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
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‘ NOTES TO UNAUDITED PRO FORMA
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assets and habllmes of Valor were estrmated at December 31 2005 The allocatlon of purchase nce was as follows
Consideration; = . = : G
___Value of Valor shares 1ssued and outstandmg at December 31 2005(1) o $ 810.9 )
- Valor treasury stock », it e
Repayment of Valor credl a<:111ty
- Direct costs of acqursrtron(Z)
Total
Allocated to: =
__Current assets
' Property, plant and equipment i
_ Investments and other tanglble assets R
" Identifiable intangible assets(3) =~
__Current liabilities acquired
_ Long—term debt assumed (including fair value adjustment)(4) . G e o S
Other long—term habrlmes acqurred (mcludmg deferred taxes) , - . ( 366. 2)

& omo

(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, including $10.5 million of costs incurred during
2005.

(3) The identifiable intangibles consisted of (1) value assigned to the Valor customer base as of December 31, 2005 of
$175.0 tnillion and (2) value assigned to the Valor franchise rights as of December 31, 2005 of $500.0 million. For purposes of
preparing the unaudited pro forma combined condensed statement of income, Spinco expects to amortize the fair value of the
customer base on a straight-line basis over its average estimated life of six years. The franchise rights have been classified as
indefinite—lived intangible assets and are not subject to amortization because Spinco expects both the renewal by the granting
authorities and the cash flows generated from the franchise rights to continue indefinitely. Goodwill of $942.2 million represents
the excess of the purchase price of the acquired business over the fair value of the underlying identifiable net tangible and
intangible assets at December 31, 2005. The premium paid by Spinco in this transaction is due to the potential for greater
long—term returns as the combination of Spinco and Valor will create the largest telecommunications carrier in the United States
which is primarily focused on rural markets. Subsequent to this merger, due to the resulting increased size and economies of
scale, the combined company should have greater financial flexibility to develop and deploy products, expand the capacity of its
network, respond to competitive pressures and improve the cost structure of its operations. The preliminary allocation of value to
the intangible assets was based on assumptions as to the fair value of customers and franchise rights. These values were
determined by use of a market approach, which seeks to measure the value of assets as compared to similar transactions in the
marketplace. To determine market values, Spinco utilized a third party valuation firm to derive current market values for the
customer base (computed on a per customer basis) and franchise rights licenses (computed on a per access line basis) from
publicly available data for similar transactions in the
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wireline industry. These valuations are preliminary and do not necessarily represent the ultimate fair value of such assets that
will be determined by an independent valuation firm subsequent to the consummation of the merger.

(4) Fair value adjustments of $18.0 million have been made to the carrying value of Valor’s long term debt that was outstanding as
of the merger date and not immediately repaid. The effect of the fair value adjustment to Valor’s long—term debt will be
amortized as a reduction to interest expense over the term of each debt issue. The effect of the fair value adjustment to long—term
debt has been included in the adjustments to the unaudited pro forma combined condensed statement of income. See Note (p).

+

j- This adjustment is to record the incremental deferred taxes required under SFAS No. 109, “Accounting for Income Taxes,” for
the difference between the revised book basis, i.e., fair value, of Valor’s assets other than goodwill and liabilities recorded under
purchase accountmg and the carryover tax basis of those assets and liabilities. Becaupe certain of the identifiable intangible assets
recognized in the purchase price allocation had no tax basis at the time of the transaction, a deferred tax liability has been recognized
for the difference in book and tax basis of the identifiable intangible assets. The pro forma adjustment to deferred income taxes was
based on Spinco’s statutory tax rate of 38.9 percent.

A summary of the effects of the pro forma adjustments outlined in (c) to (i) on goodwill, other assets, other liabilities and

additional paid—in capital was as follows: . A

Effects of pro forma adjustments on other currént assets and other current liabilifiest 7 1
Eliminate current portion of Valor’s deferred activation costs/fees — Note(e)
- Recognize payment of transaction costs and reclassification to goodwill —Note(i)2)
Net decrease in other current assets and other current habllmes

Effects of pro forma adjustments on goodwill:: ~ e
Ellmmate carrymg value of Valor’s goodwxll e Note(d)
Record goodwill in connection with ALLTEL Holding’s reverse acquisition of Valor — Note(l)(B)
Net increase in goodwill resulting from pro forma adjustments

Effects of pro forma adjustments on other asse o '

_ Eliminate carrying value of Valor’s unamortized debt issuance costs — Note(d)

o Recla551ﬁcat10n of Valor’s. mvestments in wireless part:nershlps and RTFC eqmty certificates

Net decrease in other assets resultmg from pro forma ad_lustments
Effects of pro forma adjustments on long—term debt: .
Reﬂect repayment of Valor long—term debt obllg

_ Adjust Valor bonds to fair value —Note(@)@) e 0
Net decrease in long~term debt resulting from pro forma adjustrnents Sl d02.6)
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Effects of pro forma adjustments on other liabilities: =~

Ehmmate long—term portlon of Valor s deferred actlvatibn fees «-'Note(e) o ) ', ‘ ' o B ) ' (2 2) ., ‘

Net increase in other liabilities resultmg from pro forma adjustments
Effects of pro forma adjustments on additional paid—in capital:
Issuance of Valor common stock to effect the merger 1 transactlo
‘Eliminate Valor’s additional paud-m capltal ‘balance — Note(h) H - i il 9):
Net decrease in additional paid—in capital resulting from pro forma adjustments RN )]

k. This ad_lustment is to eliminate the intercompany revenues and related expenses associated with Spinco’s agreement to prov1de

customer billing services to Valor. \

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 Spinco by Alitel pursuant to a licensing agreement with an Alltel
affiliate under which Spinco’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, Spinco
will no longer incur this charge as it will cease use of the Alltel brand name, and accordingly, this expense has been eliminated in the
pro forma combined condensed statement of income.

n. This adjustment is to eliminate spin—off-related costs incurred by Spinco and merger—related costs incurred by Valor during
2005 which are directly related to the transaction. Following the spin—off and merger, neither company will incur these charges, and
accordingly, these expenses have 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 Spinco to Alltel upon
consummation of the merger as discussed in Note (a).

o. This adjustment is to eliminate the intercompany interest income earned by Spinco from Alltel on certain interim financing that
Spinco provides to Alltel in the normal course of business. In conjunction with the spin~off, all intercompany balances between
Spinco and Alltel will be settled via 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) elimination of interest expense and amortization of debt issuance costs related to pre—existing debt of Spinco 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.
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Calculation of estimated annual interest expense for newly 1ssued debt of the combmed company is as follows
Senior secured five—year revolving credit facility : L E :

Term loan A — 5 year maturity
Term loan B — 7 year maturity
Senior notes —_— 10 year ﬁxed matunty

The weighted average interest rate for the newly issued debt was estimated to be 6.576 percent, 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 expense 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 of Per
Fee — Years

Senior secured ﬁve—~year revolving credit facility
Term loan A — 5 _year matunty

Senior notes
Totd '

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 (perabove) = L
Amortization of estimated capitalized debt issuance costs associated with the newly issued debt (per above) ) 8.9
I:hmmatlon ofvmterest expense and : amomzatlon of debt 1ssuance‘costs related to repayment of borrowmgs v ‘

Redubtmn in interest expense due to amortizing fair value adjustment — Note(i)(4)
Net increase in interest expen

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 Spinco’s statutory tax rate of 38.9 percent.

r. The adjustment to both the weighted average shares outstanding and the diluted weighted average shares outstanding is to reflect
the additional Valor common shares of 403.0 million issued to effect the merger with Spinco, as well as 1.8 million shares of unvested
restricted stock issued by Valor that will vest upon consummation of the merger.

151




Table of Contents

THE ANNUAL MEETING

Date, Time and Place

These proxy materials are delivered in connection with the solicitation by Valor’s Board of Directors of proxies to be voted at the
Valor annual meeting, which is to be held at [ « ]in New York, NY at 10:00 a.m. (Eastern Daylight Time) on [ * ], 2006. On or about
[+ 1, 2006, Valor commenced mailing this proxy statement/ prospectus—information statement and the enclosed form of proxy to its
stockholders entitled to vote at the meeting.

Matters for Consideration

At the annual meeting, Valor stockholders will be asked to:

1. to adopt the Agreement and Plan of Merger, dated as of December 8, 2005, as such may be amended from time to time (the
“Merger Agreement”), by and among Alitel Corporation, Alltel Holding Corp. (“Spinco™) and Valor Communications Group,
Inc., pursuant to which (i) Alltel Holding Corp. will merge with and into Valor, after which Valor will survive as a stand—alone
company and will hold and conduct the combined business operations of Valor and Spinco and (ii) each outstanding share of
Spinco common stock will be converted into the right to receive approximately 1.04 shares of Valor common stock (subject to
variation based on t,he number of shares of Spinco common stock to be distributed to Alltel stockholders and as a result of
compensatory equity grants and other issuances);

2. to approve the amendment to the certificate of incorporation of Valor Communications Group, Inc. pursuant to the merger
to increase the authorized shares of Valor Common Stock from 200,000,000 to 2,000,000,000 to be effective contemporaneously
with the effective time of the merger;

3. to approve the issuance of up to 403,000,000 shares of Valor common stock to Alltel stockholders in accordance with the
terms of the Merger Agreement;

4. to adopt and approve the 2006 Equity Incentive Plan, a copy of which is attached as Annex G to this proxy statement/
prospectqs-information statement;

5. to elect eleven (11) directors to serve until the 2007 Annual Meeting of Stockholders or until their successors are duly
elected and qualified or until their earlier removal, resignation or death;

6. to ratify the appointment of Deloitte & Touche LLP as Valor’s independent registered public accounting firm for the fiscal
year ending December 31, 2006 or until their earlier removal or termination;

7. to adjourn the annual meeting, if necessary, to solicit additional proxies for the adoption of the merger agreement, approval
of the amendment to the certificate of incorporation of Valor pursuant to the merger or approval of the issuance of shares of Valor
common stock pursuant to the merger; and

8. to transact any and all other business that may properly come before the annual meeting or any adjourned session of the
annual meeting.

The proposals set forth in items one through three above are conditioned on the other two and approval of each is required for
completion of the merger. The proposal set forth in item four is conditioned upon the approval of the first three items. Furthermore,
with respect to items 5 and 6, you should be aware that if the merger is completed, then by virtue of the merger the persons elected at
the annual meeting to serve as directors shall be replaced by the persons who serve as directors of Spinco immediately prior to the
merger. It is currently anticipated that Valor’s post—merger Board of Directors will consist of the following nine persons: Jeffery R.
Gardner (who most recently served as Alitel’s Executive Vice President -— Chief Financial Officer), Francis X. Frantz (who most
recently served as Alltel’s Executive Vice President — External Affairs, General Counsel and Secretary), six directors designated by
Alltel (one of whom will be Dennis E. Foster, a current director of Alltel) and Anthony J. de Nicola (the current Chairman of Valor’s
Board of Directors). You should also be aware that if the merger is completed, PricewaterhouseCoopers LLP will
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become Valor’s post-mefger independent registered public accounting firm for the fiscal year ending December 31, 2066.

THE VALOR COMMUNICATIONS GROUP, INC. BOARD OF DIRECTORS HAS UNANIMOUSLY APPROVED
THE MERGER AGREEMENT AND THE MERGER AND UNANIMOUSLY RECOMMENDS THAT VALOR
STOCKHOLDERS VOTE FOR THE PROPOSALS TO ADOPT THE MERGER AGREEMENT, TO APPROVE THE
AMENDMENT TO THE VALOR CERTIFICATE OF INCORPORATION PURSUANT TO THE MERGER INCREASING
THE AUTHORIZED SHARES OF VALOR COMMON STOCK AND TO APPROVE THE ISSUANCE OF VALOR
COMMON STOCK PURSUANT TO THE MERGER, EACH OF WHICH IS NECESSARY TO EFFECT THE MERGER,
AS WELL AS FOR THE ADOPTION OF THE 2006 EQUITY INCENTIVE PLAN (WHICH IS CONDITIONED UPON
STOCKHOLDER APPROVAL OF THE MERGER PROPOSALS), THE BOARD’S NOMINEES FOR DIRECTOR AND
FOR THE RATIFICATION OF VALOR’S INDEPENDENT AUDITORS ANb, IF NECESSARY, THE ADJOURNMENT
OF THE ANNUAL MEETING TO SOLICIT ADBDITIONAL PROXIES FOR THE MERGER PROPOSALS.

Annual Meeting Record Date; Voting Information

The Valor Board of Directors has fixed the close of business on [ = ], 2006 as the record date for determining the holders of Valor
common stock entitled to notice of, and to vote at, the annual meeting. Only holders of record of Valor common stock at the close of

business on the record date will be entitled to notice of, and to vote at, the annual meeting or any adjournments or postponements
thereof.

As of the record date, approximately [ ¢ ] shares of Valor commbn stock were issued and outstanding and entitled to vote at the
annual meeting and there were [ « ] holders of record of Valor common stock. Valor’s amended bylaws provide that each share of .
Valor common stock shall entitle the holder to one vote on each matter to be considered at the annual meeting. A complete list of
stockholders entitled to vote at the meeting will be open to the examination of stockholders for a period of ten days prior to the
meeting, during ordinary business hours, at the offices of the Company, 201 E. John Carpenter Freeway, Suite 200, Irving, Texas
75062, and also on the meeting date.

If you are a record holder of Valor common stock on the record date, you may vote your shares of Valor common stock and Valor
in person at the annual meeting or by proxy as described below under “— Voting by Proxy” on page [ * 1.

Quorum

In order to carry on the business of the meeting, Valor must have a quorum. A quorum requires the presence, in person or by
proxy, of the holders of a majority of the votes entitled to be cast at the meeting. Valor counts abstentions and broker “non—votes” as
present and entitled to vote for purposes of determining a quorum. A broker “non-vote” occurs when a stockholder fails to provide
voting instructions to its broker for shares it holds in “street name.” Under those circumstances, a stockholder’s broker may be
authorized to vote for it on some routine items but is prohibited from voting on other items. Brokers are not authorized to vote on the
proposals relating to the merger or the approval of the 2006 Equity Compensation Plan without instructions. Those items for which a
stockholder’s broker cannot vote resuit in broker “non-votes.”

Required Vote

The affirmative vote of a majority of the voting power of the outstanding shares of Valor common stock entitled to vote on the
proposals, voting together as a single class, is required to adopt the merger agreement, to approve the amendment to Valor’s certificate
of incorporation pursuant to the merger increasing the authorized number of shares of Valor common stock, to approve the issuance of
Valor common stock to Alltel stockholders pursuant to the merger and to adopt the 2006 Equity Incentive Plan. Because the required
vote of Valor stockholders for these matters is based upon the number of outstanding shares of Valor common stock entitled to vote,
rather than upon the number of shares actually voted, the failure by the holder of any such shares to submit a proxy or vote in person
at the annual meeting, including abstentions and broker non—votes,
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will have the same effect as a vote against the merger proposals. No vote of Alltel stockholders is required or being sought in
connection with the spin—off transaction or the merger.

In connection with the execution of the distribution agreement and the merger agreement, Spinco entered in a voting agreement
with persons affiliated with Welsh, Carson, Anderson & Stowe and Vestor Capital Partners who collectively own approximately 41%
of Valor’s outstanding common shares. Pursuant to the voting agreement, these stockholders have agreed to vote all of their shares of
Valor common stock (i) in favor of the approval of the merger and the approval and adoption of the merger agreement and (ii) except
with the written consent of Spinco, against certain alternative proposals that may be submitted to a vote of the stockholders of Valor
regarding an acquisition of Valor. In the event that the merger agreement terminates for'any reason, the voting agreement will
automatically terminate. ‘

The Directors shall be elected by a plurality of the votes of the shares present in person or represented by proxy at the meeting and
entitled to vote in the election of directors. The accompanying proxy card provides space for a stockholder to withhold authority to
vote for any of the nominees to Valor’s Board of Directors. Neither shares as to which the authority to vote on the election of directors
have been withheld nor broker/nominee non-votes will be counted as affirmative voes to elect director nominees to the Board of
Directors. However, since director nominees need only receive the vote of a plurality of the votes represented and entitled to vote at
the meeting, a vote withheld from a particular nominee and broker/nominee non—votés will not affect the election of such nominee.

Except as applicable laws may otherwise provide, if a quorum is present, the approval of any other matter that may properly come
before the meeting, including the ratification of Valor’s independent. auditor, will require the affirmative vote of a majority of the
votes represented and entitled to vote on the matter at the meeting. Shares of Valor common stock that are voted to abstain from any
other business coming before the meeting will be counted and will have the effect of a negative vote. Broker/nominee non—votes will
not be counted as votes for or against any such other matter and thus will have no effect.

Computershare, the transfer agent and registrar for Valor common stock as of the Record Date, has been appointed by the Board of
Directors to ascertain the number of shares represented, receive proxies and ballots, tabulate the vote and serve as inspector of election
at the meeting.

Voting by Proxy

Giving a proxy means that a Valor stockholder authorizes the persons named in the enclosed proxy card to vote its shares at the
Valor annual meeting in the manner it directs. A Valor stockholder may cause its shares to be voted by granting a proxy or by voting
in person at the meeting. To grant a proxy, a Valor stockholder may use one of the following methods if it is a registered holder (that
is, it holds its stock in its own name):

« Via telephone, by dialing the toll-free number and following the instructions on the proxy card or voter information form;
» Via the Internet, by following the instructions for internet voting on the proxy card or voter information form; or

* Mail, by completing and returning the proxy card or voter information form in the enclosed envelope. The envelope requires no
additional postage if mailed in the United States.

Valor requests that Valor stockholders complete and sign the accompanying proxy and return it to Valor as soon as possible in the
enclosed postage—paid envelope. When the accompanying proxy is returned properly executed, the shares of Valor stock represented
by it will be voted at the Valor annual meeting in accordance with the instructions contained on the proxy card.

If any proxy is returned without indication as to how to vote, the Valor stock represented by the proxy will be voted in favor of all
matters for consideration at the Valor annual meeting described in this proxy statement/ prospectus—information statement. Unless a
Valor stockholder checks the box on its proxy card to
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withhold discretionary authority, the proxyholders may use their discretion to vote on other matters relating to the Valor annual
meeting,

If a Valor stockholder’s shares are held in “street name” by a broker or other nominee, the stockholder should check the voting
form used by that firm to determine whether it may provide voting instructions by telephone or the Internet.

EVERY VALOR STOCKHOLDER’S VOTE IS IMPORTANT. ACCORDINGLY, EACH VALOR STOCKHOLDER
SHOULD SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD, OR SUBMIT A PROXY VIA THE INTERNET
OR BY TELEPHONE, WHETHER OR NOT IT PLANS TO ATTEND THE VALOR ANNUAL MEETING IN PERSON.

Revocability of Proxies and Changes to a Valor Stockholder’s Vote

Valor stockholders of record may revoke their proxy at any time prior to the time their shares are voted at the annual meeting.
Stockholders of record may revoke their proxy by:

* sending a written notice to the corporate secretary of Valor that is received prior to the anmual meeting stating that you revoke
your proxy;

« properly completing a new proxy card bearing a later date and properly submitting it so that it is received prior to the annual
meeting;

* logging onto the Internet website specified on your proxy card in the same manner you would to submit your proxy
electronically or by calling the telephone number specified on your proxy card prior to the annual meeting, in each case if you
are eligible to do so and following the instructions on the proxy card; or

= attending the annual meeting and voting in person.

Simply attending the annual meeting will not revoke your proxy. If you instructed a broker to vote your shares and you wish to
change your instructions, you must follow your broker’s directions for changing those instructions. If an adjournment occurs and no
new record date is set, it will have no effect on the ability of Valor stockholders of record as of the record date to exercise their voting
rights or to revoke any previously delivered proxies.

Solicitation ¢f Proxies

This solicitation is made on behalf of the Valor Board of Directors. Valor will pay the costs of soliciting and obtaining the proxies,
including the cost of reimbursing brokers, banks and other financial institutions for forwarding proxy materials to their customers.
Proxies may be solicited, without extra compensation, by Valor’s officers and employees by mail, telephone, fax, personal interviews
or other methods of communication. Valor may engage a proxy solicitor to assist it in the distribution and solicitation of proxies and
may pay up to $10,000 plus out—of-pocket expenses for such services.

Voting by Valor Management

Certain stockholders of Valor have entered into a Voting Agreement with Alltel whereby they have agreed to vote or cause to be
voted all of the Valor shares they own in favor of the adoption of the merger agreement and the amendment to the Valor certificate of
incorporation increasing the authorized shares of Valor common stock and the issuance of Valor common stock. For more information
regarding the Voting Agreement see “The Voting Agreement” beginning herein at page [ = ]. In addition, Valor’s directors and
executive officers have either entered into this agreement with Alltel in their capacity as a stockholder of Valor or have otherwise
indicated they intend to vote their Valor common shares in favor of the merger and transactions contemplated thereby. These
stockholders and Valor’s executive officers and directors together hold an aggregate of approximately 42% of the aggregate number of
votes entitled to be cast at the annual meeting.
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Other I\)Iatters

As of the date of this proxy statement/ prospectus—information statement, Valor’s Board of Directors knows of no other matters
that will be presented for consideration at the annual meeting other than as described in this proxy statement/ prospectus—information
statement. If any other matters properly come before the annual meeting of Valor stockholders, or any adjournments of the annual
meeting are proposed (other than any adjournments contemplated by Proposal No. 7), and are properly voted upon, the enclosed
proxies will give the individuals that Valor stockholders name as proxies discretionary authority, to vote the shares represented by
these proxies as to any of these matters; provided, however, that such individuals will only exercise this discretionary authority with
respect to matters that were unknown a reasonable time before the solicitation of proxies. The individuals named as proxies intend to
vote or not to vote in accordance with the recommendation of Valor’s Board of Directors.

Stockholder Proposals for the 2007 Annual Meeting

Stockholders may submit proposals on matters appropriate for stockholder action at Valor’s annual stockholders’ meetings,
consistent with rules adopted by the SEC. We must receive such proposals no later than [ » ] to be considered for inclusion in the
proxy statement and form of proxy card relating to the Annual Meeting of Stockholders in 2007. In addition, our Bylaws establish an
advance notice procedure with regard to certain matters, including stockholder proposals not included in our proxy statement, to be
brought before an annual meeting of stockholders. In general, notice must be received by our Secretary at our principal executive
office not less than 60 days or more than 90 days prior to the scheduled annual meeting, regardless of any postponements, deferrals or
adjournments of that meeting unless less than 70 days notice or prior public disclosure of the date scheduled for the meeting is given
or made, in which event notice by the stockholder to be timely must be delivered or received not later than the close of business on the
tenth day following the earlier of (i) the day on which such notice of the date of the scheduled annual meeting was mailed or (ii) the
day on which such public disclosure was made. Our bylaws require that the proposal must set forth a brief description of the proposal,
the name and address of the proposing stockholder as they appear on our books, the number of shares of Valor Common Stock the
stockholder holds and any material interest the stockholder has in the proposal.

2005 Annual Report on Form 10—-K

A copy of our Annual Report on Form 10-K for the fiscal year ended December 31, 2005, as filed with the SEC, is included as
part of the annual report mailed to Valor’s stockholders with this proxy statement/ prospectus—information statement. This Annual
Report on Form 10—K may also be accessed on our website at www.valortelecom.com.

Certain Information

The material referred to in this proxy statement/ prospectus—information statement under the captions “Performance Graph,”
“Compensation Committee Report on Executive Compensation” and “Audit Committee Report” and information included in our
website (www.valortelecom.com) shall not be deemed soliciting material or otherwise deemed filed and shall not be deemed to be
incorporated by any general statement of incorporation by reference in any filings made under the Securities Act of 1933 or the
Securities Exchange Act of 1934.
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PROPOSAL 1. )

ADOPTION OF THE MERGER AGREEMENT '
(Item 1 on Proxy Card)

As discussed elsewhere in this proxy statement/ prospectus—information statement, holders of Valor common stock are
considering adoption of the merger agreement. Valor stockholders should read carefully this joint proxy statement/
prospectus—information statement in its entirety, including the annexes, for more detailed information concerning the merger
agreement, the merger and the transactions contemplated thereby. See “The Transactions.” In particular, holders of Valor common
stock are directed to the merger agreement, a composite copy of which is Annex A to this joint proxy statement/
prospectus—information statement. '

VALOR’S BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ADOPTION OF
THE MERGER AGREEMENT IN THIS PROPOSAL 1.
\

PROPOSAL 2.

AMENDMENT TO VALOR’S CERTIFICATE OF INCORPORATION PURSUANT TO
THE MERGER TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF
VALOR COMMON STOCK
(Item 2 on Proxy Card)

Valor is proposing to increase the number of authorized shares of Valor common stock from 200,000,000 shares to
2,000,000,000 shares pursuant to the merger.

Valor currently has 200,000,000 shares of common stock authorized for issuance. On the record date for the annual meeting, Valor
had outstanding [ = ] shares of common stock. Valor expects to issue an aggregate of approximately 403,000,000 shares of common
stock to holders of Spinco common stock in the merger. Therefore, pursuant to the merger, Valor is proposing to increase the number
of authorized shares of common stock to give it sufficient authorized shares to complete the merger. The increased share authorization
will also provide greater flexibility in the capital structure of the resulting company by allowing it to raise capital that may be
necessary to further develop its business, to fund potential acquisitions, to have shares available for use in connection with stock plans
and to pursue other corporate purposes that may be identified by the Board of Directors.

The Board of Directors of Newco will determine whether, when and on what terms the issuance of shares of common stock may
be warranted in connection with any future actions: No further action or authorization by Newco’s stockholders will be necessary
before issuance of the additional shares of common stock authorized under the Certificate of Incorporation resulting from the merger,

except as may be required by applicable law or regulatory agencies or by the rules of the NYSE or of any stock exchange on which the
common stock may then be listed.

Although an increase in the authorized shares of common stock could, under certain circumstances, also be construed as having an
anti-takeover effect (for example, by permitting easier dilution of the stock ownership of a person seeking to effect a change in the
composition of the Board of Directors or contemplating a tender offer or other transaction resulting in the acquisition of Newco by
another company), the proposed increase in shares authorized is not in response to any effort by any person or group to accumulate
common stock or to obtain control of Valor by any means. In addition, the proposal is not part of any plan by Valor’s Board of
Directors to recommend or implement a series of anti—takeover measures.

The increase in the number of authorized shares of Valor’s common stock is necessary to effect the merger. The amendment to
Valor’s Certificate of Incorporation reflected in this Proposal 2 will become effective only in connection with and at the time and by
virtue of completion of the merger. This Proposal 2 is conditioned on the approval of Proposals 1 and 3, and the approval of all three
of these Proposals is required for completion of the merger.

VALOR’S BOARD OF DIRECTORS RECOMMENDS A VOTE “FEOR” THIS PROPOSAL 2,
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PROPOSAL 3. '

ISSUANCE OF VALOR COMMON STOCK PURSUANT TO THE MERGER
(Item 3 on Proxy Card)

Under Rule 312.03 of the NYSE, a company listed on the NYSE is required to obtain stockholder approval before the issuance of
common stock, or securities convertible into or exercisable for common stock, if the common stock issued in a transaction exceeds
20% of the shares of common stock of the corporation outstanding immediately before the effectiveness of the transaction. At the
effective time of the merger, Valor will issue approximately 403 million shares of Valor common stock in the aggregate to the holders
of Spinco common stock pursuant to the merger. The aggregate number of shares of Valor common stock to be issued pursuant to the
merger will exceed 20% of the shares of Valor’s common stock outstanding on the record date for the annual meeting, and for this
reason Valor must obtain the approval of its stockholders for the issuance of these securities to Allte] stockholders pursuant to the
merger. <

. o . |
Valor is asking its stockholders to approve the issuance of common stock to Alltel stockholders pursuant to the merger. The
issuance of these securities to Alltel stockholders is necessary to effect the merger. This Proposal 3 is conditioned on the approval of
Proposals 1 and 2, and the approval of all three of these Proposals is required for completion of the merger.

VALOR’S BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THIS PROPOSAL 3.

PROPOSAL 4.

ADOPTION OF 2006 EQUITY INCENTIVE PLAN
(Item 4 on Proxy Card)

If the merger proposals are approved, the stockholders will be asked to approve the new 2006 equity incentive plan (the “2006
Plan”). '

Introduction

The Board of Directors of Valor considers stock—based incentive compensation an essential tool to attract, retain and motivate our
officers, key employees and directors and to align their interests with the interests of our stockholders. Consistent with this view, on
February 9, 2005, the Board of Directors of Valor adopted the 2005 Long—Term Equity Incentive Plan (the “2005 Plan”). A total of
2,500,000 shares of our common stock were reserved for issuance under the 2005 Plan, of which February 9, 2005 remain available
for awards.

After the proposed merger, however, Newco will be considerably larger than Valor was at the time that the 2005 Plan was
adopted, with an increased number of key employees. It is anticipated that Newco will make equity awards to its employees following
completion of the merger. As a result, in order to ensure that Newco has adequate means to provide equity incentive compensation for
its employees on a going forward basis, the Board of Directors deems it to be in the best interests of its stockhaolders to adopt the 2006
Plan.

The 2006 Plan reflects recent changes in the tax laws applicable to certain deferred compensation arrangements, changes in
financial accounting rules that govern equity compensation and other developments in executive compensation practices. Moreover,
the 2006 Plan is designed to comply with the requirements under Section 162(m) of the Internal Revenue Code of 1986, as amended
(the “Code”). Section 162(m) of the Code generally prevents a publicly held corporation from claiming federal income tax deductions
for compensation in excess of $1 million paid to certain of its senior executives. Compensation is exempt from this limitation,
however, if it qualifies as “performance—based compensation.”

Our stockholders are asked to approve the 2006 Plan to qualify stock options for treatment as incentive stock options for purposes
of Section 422 of the Code (“ISOs”), to qualify certain compensation under the 2006 Plan as performance-based compensation for
purposes of Section 162(m) of the Code, and to satisfy New York Stock Exchange guidelines relating to equity compensation. The
2006 Plan, if approved by our stockholders, will become effective as of the effective time of the merger.
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The following is a summary of the 2006 Plan and is qualified in its entirety by reference to the full text of the 2006 Plan, a copy of
which is'attached as Annex G to this proxy statement/ prospectus—information statement.

The Board of Directors of Valor unanimously recommends that stockholders vote FOR Proposal No. 4. The affirmative vote of a
majority of the votes, present and entitled to vote in the matter is required for approval of the 2006 Plan.

Plan Limits

The maximum number of shares of Newco common stock that may be issued or transferred with respect to awards under the 2006
Plan is 10,000,000, which may include authorized but unissued shares, treasury shares, or a combination thereof. Shares covered by an
award granted under the 2006 Plan shall not be counted as used unless and until they are actually issued and delivered to a participant.
Shares covering awards that expire, are forfeited or are cancelled will again be available for issuance under the 2006 Plan, and upon
payment in cash of the benefit provided by any award granted under the 2006 Plan, any shares that were covered by that award will be
available for issue or transfer under the 2006 Plan. Importantly, however, the following shares of Newco common stock will not be
added back to the aggregate plan limit described above: (1) shares tendered in payment of the option price of a stock option granted
under the 2006 Plan; (2) shares withheld by Newco to satisfy the tax withholding obligation; and (3) shares that are repurchased by
Newco in connection with the exercise of a stock option granted under the 2006 Plan. Moreover, all shares of Newco common stock
covered by a stock appreciation right, to the extent that it is exercised and settled in shares, and whether or not shares are actually
issued to the participant‘ upon exercise of the right, shall be considered issued or transferred pursuant to the 2006 Plan.

In addition to the aggregate limit on awards described above, the 2006 Plan imposes various sub~limits on the number of shares of
Newco common stock that may be issued or transferred under the 2006 Plan. In order to comply with the rules applicable to ISOs, the
2006 Plan provides that the aggregate number of shares of Newco common stock actually issued or transferred by Newco upon the
exercise of ISOs may not exceed 10,000,000 shares. In order to comply with the exemption from Section 162(m) of the Code relating
to performance—based compensation, the 2006 Plan imposes the following additional sub—limits: (i) no participant may be granted
option rights and SARs, in the aggregate, for more than 1,000,000 shares of Newco common stock during any calendar year, (ii) no
participant may be granted performance shares and restricted shares specifying management objectives (described below), in the
aggregate, for more than 1,000,000 shares of Newco common stock during any calendar year, and (iii) no participant may be granted
performance units having an aggregate maximum value as of their date of grant in excess of $12,000,000 during any calendar year.
Finally, the 2006 Plan provides that the number of shares of Newco common stock issued as SARs, restricted shares and restricted
stock units (after taking forfeitures into account) shall not exceed, in the aggregate, 8,500,000 shares.

The maximum number of shares of Newco common stock which may be awarded under the 2006 Plan, the various sub—limits
described above, and the number of shares and price per share applicable to any outstanding award, are subject to adjustment in the
event of stock dividends, stock splits, combinations of shares, recapitalizations, mergers, consolidations or other reorganizations of
Newco.

Administration

The Compensation Committee of Newco, or such other committee or subcommittee of the Board of Directors of Newco that
qualifies as a “compensation committee™ under the New York Stock Exchange listing standards (all references to the Compensation
Committee used in this description of the 2006 Plan shall refer to such committee or subcommittee), is authorized to administer the
2006 Plan. The Compensation Committee will have complete and absolute authority to make any and all decisions regarding the
administration of the 2006 Plan, including the authority to construe and interpret the plan and awards granted thereunder.
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Eligibility
i

All of the officers and other key employees of Newco and its subsidiaries (or any person who has agreed to serve in such capacity)
are eligible to participate in the 2006 Plan as selected by the Compensation Committee in its discretion. In addition, non—employee
directors of Newco are eligible to participate in the 2006 Plan as selected by the Compensation Committee in its discretion.

Accordingly, it is estimated that approximately 300 employees and 7 non—employee directors may be eligible for awards under the
2006 Plan. '
]

Officers and other key employees may be granted each type of award available under the 2006 Plan. Non—employee directors may
be granted nonqualified stock options, SARs, restricted shares, restricted stock units and other share—based awards, but are not eligible
for grants of incentive stock options, performance shares or performance units.

Option Rights \

The Compensation Committee may, in its discretion, award option rights to officers and other key employees of Newco and its
subsidiaries. Option rights granted to employees under the 2006 Plan may be option rights that are intended to qualify as ISOs or
option rights that are not intended to so qualify (i.e., non—qualified stock options) or combinations thereof.

Option rights provide the right to purchase shares of Newco conimon stock at a price not less than their fair market value on the
date of grant (which date may not be earlier than the date that the Compensation Committee takes actioni with respect thereto). The fair
market value of Newco’s common stock as reported on the New York Stock Exchange on [ ¢ ], 2006 was $[ « ] per share. No option
rights may be exercised more than ten years from the date of grant. Each grant must specify the period of continuous employment that
is necessary before the option rights become exercisable, and may provide for the earlier exercise of such option rights in the event of
a change in control of Newco, retirement, death or disability of the optionee, or other similar transaction or event approved by the
Compensation Committee.

The option price is payable at the time of exercise (i) in cash, (ii) by the transfer to Newco of nonforfeitable, unrestricted shares of
Newco common stock that are already owned by the option holder and have a value at the time of exercise equal to the option price,
(iii) with any other legal consideration that the Compensation Committee may deem appropriate or (iv) by any combination of the
foregoing methods of payment. Any grant of option rights may provide for deferred payment of the option price from the proceeds of
sale through a broker on the date of exercise of some or all of the shares of Newco common stock to which the exercise relates, or the
payment of the option price in installments (although, in the case of executive officers and directors, these payment methods may be
affected by the restrictions on personal loans to executive officers provided by the Sarbanes—Oxley Act of 2002).

Any grant of option rights may specify management objectives (as described below) that must be achieved as a condition to
exercise such rights, The Compensation Committee may, at the date of grant of any option rights (other than the grant of an 1SO),
provide for the payment of dividend equivalents to the optionee on a current, deferred or contingent basis or may provide that such
equivalents be credited against the option price. Successive grants may be made to the same option holder regardless of whether
option rights previously granted to him or her remain unexercised.

SARs

The Compensation Committee may, in its discretion, award SARs to officers and other key employees of Newco and its
subsidiaries. SARs represent the right to receive from Newco an amount, determined by the Compensation Committee and expressed
as a percentage not exceeding 100 percent, of the difference between the base price established for such SARs (not less than the fair
market value per share of Newco common stock on the date of grant) and the market value of the common stock on the date the SARs
are exercised.

SARs can be tandem (granted with option rights to provide an alternative to exercise of the option rights) or free—standing.
Tandem SARs may only be exercised at a time when the related option right is exercisable and the spread is positive, and requires that
the related option right be surrendered for cancellation. Free—
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standing SARs must have a base price per appreciation right (not less than the fair market value of a share on the date of grant) and
may notibe exercisable more than ten years from the date of grant.

Any grant of SARs may specify that the amount payable by Newco on exercise of the appreciation right may be paid in cash, in
shares of Newco common stock or in any combination thereof, and may either grant to the recipient or retain in the Compensation
Committee the right to elect among those aiternatives. Any grant of SARs may provide for the payment of dividend equivalents in the
form of cash or shares of Newco common stock paid on a current, deferred or contingent basis. Each grant must specify the period of
continuous employment that is necessary before the SARs become exercisable, and may provide for the earlier exercise of such SARs
in the event of a change in control of Newco, retirement, death or disability of the employee, or other similar transaction or event
approved by the Compensation Committee. Any grant of SARs may specify management objectives (as described below) that must be
achieved as a condition to exercise such rights.

Performance Shares and Performance Units

The Compensation Committee may, in its discretion, award performance shares and/or performance units to officers and other key
employees of Newco and its subsidiaries. A performance share is the equivalent of one share of Newco common stock and a
performance unit is the equivalent of $1.00.

The participant will be given one or more management objectives (as described below) to meet within a specified period (the
“performance period”). A minimum level of acceptable achievement will also be established by the Compensation Committee. If by
the end of the performance period, the participant has achieved the specified management objectives, the participant will be deemed to
have fully earned the performance shares or performance units. If the participant has not achieved the management objectives, but has
attained or exceeded a predetermined minimum level of acceptable achievement, the participant will be deemed to have partly earned
the performance shares or performance units in accordance with a predetermined formula. To the extent earned, the performance
shares or performance units will be paid to the participant at the time and in the manner determined by the Compensation Committee
in cash, shares of Newco common stock or any combination thereof. The grant may provide for the payment of dividend equivalents
thereon in cash or in shares of Newco common stock on a current, deferred or contingent basis. The grant may also provide for the
earlier termination of the performance period in the event of a change in control of Newco, retirement, death or disability of the
participant, or other similar transaction or event approved by the Compensation Committee.

Restricted Shares

The Compensation Committee may, in its discretion, award restricted shares to officers and other key employees of Newco and its
subsidiaries. Restricted shares constitute an immediate transfer of ownership of a specified number of shares of Newco common stock
to the recipient in consideration of the performance of services. The participant is entitled immediately to voting, dividend and other
ownership rights in shares of Newco common stock (unless otherwise determined by the Compensation Committee). The transfer may
be made without additional consideration or in consideration of a payment by such participant that is less than the fair market value
per share of Newco common stock on the date of grant.

Restricted shares must be subject to a “substantial risk of forfeiture,” within the meaning of Section 83 of the Code, for a period to
be determined by the Compensation Committee on the date of the grant, and may provide for the earlier termination of the forfeiture
provisions in the event of a change in control of Newco, retirement, death or disability of the participant, or other similar transaction
or event approved by the Compensation Committee. In order to enforce these forfeiture provisions, the transferability of restricted
shares will be prohibited or restricted in the manner prescribed by the Compensation Committee on the date of grant for the period
during which such forfeiture provisions are to continue.

Any grant of restricted shares may specify management objectives which, if achieved, will result in termination or early
termination of the restrictions applicable to such shares. Any such grant may also specify in respect of such specified management
objectives, a minimum acceptable level of achievement and must set forth a formula for determining the number of restricted shares
on which restrictions will terminate if
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perform\ance is at or above the minimum level, but below full achievement of the specified management objectives.

Restricted Stock Units

The Compensation Committee may, in its discretion, award restricted stock units to officers and other key employees of Newco
and its subsidiaries. Restricted stock units constitute an agreement to deliver shares of Newco common stock to the recipient in the
future in consideration of the performance of services over a specified period, but subject to the fulfillment of such conditions as the
Compensation Committee may specify.

During the restriction period the participant has no right to transfer any rights under his or her award and no right to vote or receive
dividends on the shares of Newco common stock covered by the restricted stock units, but the Compensation Committee may
authorize the payment of dividend equivalents with respect to the restricted stock units, in cash or shares of Newco common stock, on
a current, deferred or contingent basis. The Compensation Committee must fix a restriction period at the time of grant, and may
provide for the earlier termination of the restriction period in the event of a change in control of Newco, retirement, death or disability
of the employee, or other similar transaction or event approved by the Compensation Committee. Awards of restricted stock units may
be made without additional consideration or in consideration of a payment by such participant that is less than the fair market value
per share of Newco common stock on the date of grant.

Other Awards

The Compensation Committee may, in its discretion and subject to limitations under applicable law, grant to officers and other key
employees of Newco and its subsidiaries other awards that may be denominated or payable in, valued in whole or in part by reference
to, or otherwise based on or related to, shares of Newco common stock or factors that may influence the value of such shares
(including, without limitation, convertible or exchangeable debt securities or other securities, purchase rights for shares of Newco
common stock, or awards with value and payment contingent upon performance of Newco or its subsidiaries or other factors
determined by the Compensation Committee). The Compensation Committee will determine the terms and conditions of these awards.
Shares of Newco common stock delivered pursuant to these types of awards will be purchased for such consideration, by such
methods and in such forms as the Compensation Committee determines. Cash awards, as an element of or supplement to any other
award granted under the 2006 Plan, may also be granted. The Compensation Committee may also grant shares of Newco common
stock as a bonus, or may grant other awards in lieu of obligations of Newco or a subsidiary to pay cash or deliver other property under

the 2006 Plan or under other plans or compensatory arrangements, subject to such terms as are determined by the Compensation
Committee.

Non—employee directors

The Compensation Committee may, from time to time and upon such terms and conditions as it may determine, authorize the
granting to non—employee directors of option rights (that are not intended to qualify as ISOs), SARSs, restricted shares, restricted stock
units, or any combination of the foregoing. Each such grant shall be upon terms and conditions consistent with the above description
of such awards.

Management Objectives

The 2006 Plan requires that the Compensation Committee establish “management objectives” for purposes of performance shares
and performance units. When so determined by the Compensation Committee, option rights, SARs, and restricted shares may also
specify management objectives.

Management objectives may be described in terms of either company—wide objectives ur vbjectives that are related to the
performance of the individual participant or subsidiary, division, department, region or function within Newco or a subsidiary in
which the participant is employed. Management objectives applicable to any award to a participant who is, or is determined by the
Compensation Committee likely to
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t
become, a “covered employee” within the meaning of Section 162(m)(3) of the Code (and that is intended to qualify for‘the
performance—based compensation exception to Section 162(m) of the Code) will be limited to specified levels of or growth in one or
more of the following criteria: revenues, weighted average revenue per unit, earnings from operations, operating income, earnings
before or after interest and taxes, operating income before or after interest and taxes, net income, cash flow, earnings per share, debt to’
capital ratio, economic value added, return on total capital, return on invested capital, return on equity, return on assets, total return to
stockholders, earnings before or after interest, taxes, depreciation, amortization or extraordinary or special items, operating income
before or after interest, taxes, depreciation, amortization or extraordinary or special items, return on investment, free cash flow, cash
flow return on investment (discounted or otherwise), net cash provided by operations, cash flow in excess of cost of capital, operating
margin, profit margin, contribution margin, stock price and/or strategic business criterid consisting of one or more objectives based on
meeting specified product development, strategic partnering, research and development, market penetration, geographic business
expansion goals, cost targets, customer satisfaction, gross or net additional customers, average customer life, employee satisfaction,
management of employment practices and employee benefits, supervision of litigation and information technology, and goals relating
to acquisitions or divestitures of subsidiaries, affiliates and joint ventures.

Except in the case of a covered employee where such modification would result in the loss of an otherwise available exemption
under Section 162(m) of the Code, if the Compensation Committee determines that a change in our business, operations, corporate
structure or capital structure of Newco, or the manner in which we conduct our business, or other events or circumstances render the
management objectives unsuitable, the Compensation Committee may modify such management objectives, in whole or in part, as the
Compensation Committee deems appropriate and equitable.

Change in Control

A definition of “change in control” is included in the 2006 Plan, which is attached to this proxy-statement/
prospectus—information statement as Annex G.

Transferability

Except as otherwise determined by the Compensation Committee, option rights, SARs and any other derivative security granted
under the 2006 Plan will not be transferable by a participant other than by will or the laws of descent and distribution. Except as
otherwise determined by the Compensation Committee, option rights and SARs are exercisable during a participant’s lifetime only by
him or her or by his or her guardian or legal representative. Any award made under the 2006 Plan may provide that any shares of
Newco common stock issued or transferred as a result of the award will be subject to further restrictions upon transfer.

Adjustments

The Compensation Committee may make or provide for such adjustments in the numbers of shares of Newco common stock
covered by outstanding option rights, SARs, performance shares, restricted stock units and other share~based awards, in the option
price and base price provided in outstanding options and SARs, and in the kind of shares covered thereby, as the Compensation
Committee in its sole discretion may in good faith determine to be equitably required in order to prevent dilution or enlargement of the
rights of participants that would otherwise result from (a) any stock dividend, stock split, combination of shares, recapitalization or
other change in the capital structure, (b) any merger, consolidation, spinoff, spin—out, split—off, split-up, reorganization, partial or
complete liquidation or other distribution of assets, issuance of rights or warrants to purchase securities, or (c) any other corporate
transaction or event having an effect similar to any of the foregoing. In the event of any such transaction or event, the Compensation
Committee may provide in substitution for any or all of the outstanding awards under the 2006 Plan such alternative consideration (or
no consideration) as it may in good faith determine to be equitable in the circumstances and may require in connection therewith the
surrender of all awards so replaced. The Compensation Committee may also make or provide for such adjustments in the number of
shares available under the Plan and other share limitations
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contained in the Plan as the Compensation Committee may determine to reflect any transaction or event described above.

0

Amendments and Miscellaneous

The 2006 Plan may be amended by the Board of Directors of Newco, but any amendment that must be approved by Newco’s
stockholders in order to comply with applicable laws or rules will not be effective unless and until such approval has been obtained.
However, the Board of Directors of Newco may amend the 2006 Plan to eliminate provisions which are no longer necessary as a result
of changes in tax or securities laws and regulations, or in the interpretation of such laws and regulations.

Where the Compensation Committee has established conditions to the exercisability or retention of certain awards, the 2006 Plan
allows the Compensation Committee to take action in its sole discretion at or after the date of grant to adjust such conditions in certain
circumstances, including in the case of the death, disability or retirement of a participant.

The Compensation Committee may not, without the further approval of Newco’d stockholders, authorize the amendment of any
outstanding option right or appreciation right to reduce the option price or base price: No option right or appreciation right may be
cancelled and replaced with awards having a lower option price or base price, respectively, without further approval of our
stockholders.

The Compensation Committee may permit participants to elect tb defer the issuance of shares of Newco common stock or the
settlement of awards in cash under the 2006 Plan pursuant to such rules, procedures. or programs as it may establish for purposes of the
2006 Plan. The Compensation Committee also may provide that deferred issuances and settlements include the payment or crediting
of dividend equivalents or interest on the deferral amounts,

The Compensation Committee may condition the grant of any award or combination of awards authorized under the 2006 Plan on
the deferral by the participant of his or her right to receive a cash bonus or other compensation otherwise payable by Newco or a
subsidiary to the participant.

The Compensation Committee may provide for special terms for awards to participants who are foreign nationals or who are
employed by Newco or any of its subsidiaries outside of the United States of America as the Compensation Committee may consider
necessary or appropriate to accommodate differences in local law, tax policy, or custom.

Compliance with Section 4094 of the Internal Revenue Code

The American Jobs Creation Act of 2004, enacted on October 22, 2004, revised the federal income tax law applicable to ¢certain
types of awards that may be granted under the 2006 Plan. To the extent applicable, it is intended that the 2006 Plan and any grants
made under the plan comply with the provisions of Section 409A of the Code. The 2006 Plan and any grants made under the 2006
Plan will be administered in a manner consistent with this intent, and any provision of the 2006 Plan that would cause the plan or any
grant made under the plan to fail to satisfy Section 409A of the Code shall have no force and effect until amended to comply with such
Code Section (which amendment may be retroactive to the extent permitted by Section 409A of the Code and may be made by Newco
without the consent of the participants). Any reference to Section 409A of the Code will also include any proposed, temporary or final
regulations, or any other guidance, promulgated with respect to such Code Section by the U.S. Department of the Treasury or the
Internal Revenue Service.

Termination

No grant will be made under the 2006 Plan more than 10 years after the date on which the 2006 Plan is first approved by the Board
of Directors of Valor, but all grants made on or prior to such date will continue in effect thereafter subject to the terms thereof and of
the 2006 Plan.

164




Table of Contents

Federal Income Tax Consequences

The following is a brief summary of certain of the federal income tax consequences of certain transactions under the 2006 Plan.
This summary is not intended to be complete and does not describe state, local, foreign or other tax consequences.

Tax Consequences to Participants

Nongqualified Stock Options. In general, (a) no income will be recognized by an optionee at the time a nonqualified option right is
granted; (b) at the time of exercise of the nonqualified option right ordinary income will be recognized by the optionee in an amount
equal to the difference between the option price paid for the shares of Newco common stock and the fair market value of the shares, if
unrestricted, on the date of exercise; and (c) at the time of sale of shares of Newco common stock acquired pursuant to the exercise of
the nonqualified option right, appreciation (or depreciation) in value of the shares after the date of exercise will be treated as either
short-term or long—term capital gain (or loss) depending on how long the shares have been held.

Incentive Stock Options. No income will be recognized by an optionee upon the grant of an ISO. In general, no income will be
recognized upon the exercise of an ISO. However, the difference between the option price paid and the fair market vatue of the shares
at exercise may constitute a preference item for the alternative minimum tax. If shares of Newco common stock are issued to the
optionee pursuant to the exercise of an ISO, and if no disqualifying disposition of such shares is made by such optionee within two
years after the date of the grant or within one year after the transfer of such shares to the optionee, then upon sale of such shares, any
amount realized in excess of the option price will be taxed to the optionee as a long—term capital gain and any loss sustained will be a
long—term capital loss.

If shares of Newco common stock acquired upon the timely exercise of an ISO are disposed of prior to the expiration of either
holding period described above, the optionee generally will recognize ordinary income in the year of disposition in an amount equal to
the excess (if any) of the fair market value of such shares at the time of exercise (or, if less, the amount realized on the disposition of
such shares if a sale or exchange) over the option price paid for such shares. Any further gain (or loss) realized by the participant
generally will be taxed as short-term or long—term capital gain (or loss) depending on the holding period.

SARs. No income will be recognized by a participant in connection with the grant of a tandem appreciation right or a free—standing
appreciation fight. When the appreciation right is exercised, the participant normally will be required to include as taxable ordinary
income in the year of exercise an amount equal to the amount of cash received and the fair market value of any unrestricted shares of
Newco common stock received on the exercise.

Performance Shares and Performance Units. No income generally will be recognized upon the grant of performance shares or
performance units. Upon payment in respect of the earn—out of performance shares or performance units, the recipient generally will
be required to include as taxable ordinary income in the year of receipt an amount equal to the amount of cash received and the fair
market value of any nonrestricted shares of Newco common stock received.

Restricted Shares. The recipient of restricted shares generally will not be subject to tax until the shares are no longer subject to
forfeiture or restrictions on transfer for purposes of Section 83 of the Code (“restrictions”). At such time the recipient will be subject
to tax at ordinary income rates on the fair market value of the restricted shares (reduced by any amount paid by the participant for such
restricted shares). However, a recipient who so elects under Section 83(b) of the Code within 30 days of the date of transfer of the
shares will have taxable ordinary income on the date of transfer of the shares equal to the excess of the fair market value of such
shares (determined without regard to the restrictions) over the purchase price, if any, of such restricted shares. Any appreciation (or
depreciation) realized upon a later disposition of such shares will be treated as long-term or short—term capital gain depending upon
how long the shares have been held. If a Section 83(b) election has not been made, any dividends received with respect to restricted
shares that are
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subject t\o the restrictions generally will be treated as compensation that is taxable as ordinary income to the participant.

Restricted Stock Units. Generally, no income will be recognized upon the award of restricted stock units. The recipient of a
restricted stock unit award generally will be subject to tax at ordinary income rates on the fair market value of unrestricted shares of
Newco common stock on the date that such shares are transferred to the participant unider the award (reduced by any amount paid by

the participant for such restricted stock units), and the capital gains/loss holding period for such shares also will commence on such
date.

Other Share—Based Awards. The recipient of a share—based award other than an award described above generally will be subject
to tax at ordinary income rates on the fair market value of shares of Newco common stock on the date of grant of the share—based
award, and the capital gains/loss holding period for such shares also will commence on such date.

Dividend Equivalents. Any dividend equivalents awarded with respect to awards granted under the 2006 Plan and paid in cash or
unrestricted shares of Newco common stock will be taxed to the participant at ordinary income rates when received by the participant.

Because the tax consequences to a participant may vary depending on his or her individual circumstances$, each participant should
consult his or her personal tax advisor regarding the federal and any state, local, foreign or other consequences to him or her.

Tax Consequences to Newco

To the extent that a'participant recognizes ordinary income in the circumstances described above, Newco or the subsidiary for
which the participant performs services will be entitled to a corresponding deduction provided that, among other things, (a) the income
meets the test of reasonableness, (b) is an ordinary and necessary business expense, (c) is not an “excess parachute payment” within
the meaning of Section 280G of the Code and (d) is not disaliowed by the $1 million limitation on certain executive compensation.

Registration with the SEC

Newco intends to file a Registration Statement on Form S—8 relating to the issuance of common shares under the 2006 Plan with
the Securities and Exchange Commission pursuant to the Securities Act of 1933, as amended, contemporaneously with the closing of
the merger.

i
Plan Benefits

It is not possible to determine the specific amounts and types of awards that may be granted in the future under the 2006 Plan
because the grant of awards under the 2006 Plan is within the discretion of the Compensation Committee.
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Current Equity Compensation Pian Information

The following table sets forth information about Valor’s equity compensation plans as of December 31, 2005: )

Securities Authorized for Issuance Under Equity Compensation Plans

Equity Compensation Plan Information '

Number of Securities
Remaining Available

Number of Securities [ for Future Issuance
to be Issued Upon Weighted—Average Under Equity
Exercise of Exercise Price of Compens[:tllon Plans
. N Outstanding . N
Qutstanding Options, Options, (Excluding Securities
. Warrants and .
Warrants and Rights Rights Reflected in Column

Plan Catepory fal

Eqmty compensation plans not Ty
.approved by security holders -

Eqmty compensation plans approved

2,500,000

by security holders
Total e 2S00 000 L T
PROPOSAL S.
ELECTION OF DIRECTORS
(Item S on Proxy Card)

At the annual meeting, 11 directors are to be elected to hold office until the next annual meeting or until their successors have been
elected and qualified. All are currently serving as our directors. The Board of Directors has nominated, upon the recommendation of
our Nominating and Corporate Governance Committee, the eleven current members of the Board named below. Pursuant to our
bylaws, the Board of Directors has resolved that the number of directors constituting the full Board of Directors shall be thirteen. The
Board currently operates with two vacancies and will continue to do so until such time as the Nominating and Corporate Governance
Committee recommends to the Board of Directors persons to fill such vacancies. Therefore, proxies may not be voted for more than
the eleven director positions being voted on at the meeting.

Directors will be elected by a plurality of the affirmative votes of the holders of shares of common stock present in person or
represented by proxy at the meeting and entitled to vote at the meeting. It is the intention of the persons named in the enclosed proxy
to vote “FOR? the election as directors of the nominees specified. In case any of these nominees should become unavailable for any
reason, the proxy holders reserve the right to substitute another person of their choice. The information concerring the nominees and
their security holdings has been furnished to us by the nominees. There are no other family relationships between any of the nominees.

Nominees for Director

The respective nominees for election as directors of Valor for terms expiring at the 2006 Annual Meeting of Stockholders have
provided the following information.

John J. Mueller, age 49, has served as our Chief Executive Officer and President since April 2004 and was previously our
President and Chief Operating Officer since November 2002. Mr. Mueller was appointed to our Board of Directors following the
consummation of our initial public offering. Mr. Mueller joined us in April 2002 as Executive Vice President and Chief Operating
Officer. Prior to joining our company, Mr. Mueller spent 23 years at Cincinnati Bell Inc. including serving as General Manager —
Consumer Markets from February 1999 to May 1999, President — Business Units from May 1999 to November 1999 and President
of the Cincinnati Bell Telephone Company from November 1999 to October 2001.
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Anthony J. de Nicola, age 41, has served as a director of our company since March 2004 and as Chairman since April 2004, Mr. de
Nicola is currently a general partner of Welsh, Carson, Anderson & Stowe, which is one of our stockholders. He joined Welsh,
Carson, Anderson & Stowe in 1994 and focuses on investments in the information and business services and communications
industries. Before joining Welsh, Carson, Anderson & Stowe, he worked for four years in the private equity group at William Blair &
Company. Previously, Mr. de Nicola worked at Goldman, Sachs & Co. in the Mergers and Acquisitions Department. Mr. de Nicola is
also a member of the boards of directors of Centennial Communications Corp., ITC Deltacom, Inc., R.H. Donnelly and several private
companies,

Kenneth R. Cole, age 57, has served as a director of our company since March 2004 and as our Vice Chairman since April 2004,
Prior to then, Mr. Cole served as our Chief Executive Officer from January 2002 to April 2004. Mr. Cole joined our company at its
inception in January 2000 as President and Chief Operating Officer. Prior to joining our company, Mr. Cole had a 26—year career at
CenturyTel, Inc., culminating in his service as Chief Operating Officer from May 1999 to January 2000. Mr. Cole became a member
of the Board of Directors of Occam, December 8, 2004.

Sanjay Swani, age 39, has served as a director of our company since March 2004. Mr. Swani is currently a general partner of
Welsh, Carson, Anderson & Stowe. He joined Welsh, Carson, Anderson & Stowe in 1999 and focuses on investments in the
information and business services and communications industries. Previously, he was a director of Fox Paine & Company, a
San Francisco—based private equity firm. Mr. Swani also spent four years in the Mergers, Acquisitions & Restructuring Department
and two years in the Debt Capital Markets Department of Morgan Stanley Dean Witter & Co. Mr. Swani is also a member of the
boards of directors of Banctec, Inc., ITC Deltacom, Inc. and other private companies.

Norman W. Alpert, age 47, has served as a director of our company since April 2005. Mr. Alpert is currently a managing director
of Vestar Capital Partners, which is one of our stockholders. Mr. Alpert helped found Vestar in 1988. Previously, he was a senior
executive in the Management Buyout Group of the First Boston Corporation. Mr. Alpert is also a member of the Board of Directors of
Gold Toe Corporation and Border Media Partners.

Stephen B. Brodeur, age 41, was appointed to our Board of Directors after completion of our initial public offering in February
2005. He is the former chief executive officer of the Cambridge Strategic Management Group (CSMG). CSMG, now a division of The
Management Network Group, is a provider of management consulting services to emerging and established telecommunications
operators, equipment manufacturers and financial services companies. As a consultant to telecommunications and related industries
for 18 years, Mr. Brodeur has consulted for domestic and international companies including Verizon, Bell Canada, SBC, Sprint,
AT&T, CenturyTel, FPL, British Telecom, Telstra, Nextel, Siemens, Nortel, Corning and Cisco.

Michael Donovan, age 29, was appointed to our Board of Directors after completion of our initial public offering in February
2005. He is a principal at Welsh, Carson, Anderson & Stowe. Before joining Welsh, Carson, Anderson & Stowe in 2001,
Mr. Donovan worked at Windward Capital Partners and in the investment banking division at Merrill Lynch. He is currently a board
member of several private companies.

Edward Lujan, age 73, was appointed to our Board of Directors after completion of our initial public offering in February 2005.
Since 1968, Mr. Lujan has been chairman of the board of Manuel Lujan Agencies, a family insurance and real estate business in New
Mexico. Mr. Lujan is also Chairman Emeritious of the board for the National Hispanic Cultural Center of New Mexico and serves on
numerous state and local advisory councils and boards for business, economic development and education. He also served as a
member of the New Mexico Governmental Ethics Oversight Committee.

M. Ann Padilla, age 63, was appointed to our Board of Directors after completion of our initial public offering in February 2005.
Since 1975, Ms. Padilla has been president and chief executive officer of Sunny Side, Inc./ Temp Side, a staffing resource company in
Denver, Colorado, specializing in administrative, professional and technical recruiting. Ms. Padilla has served on the Board of
Directors and advisory councils at various banks and financial institutions and is also a trustee for the Denver Center for Performing
Arts. She has received numerous awards from national and state business organizations.
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Federico Pena, age 59, was appointed to our Board of Directors after completion of our initial public offering in Fellruary 2005.
He is a managing director at Vestar Capital Partners in Denver, CO, since 1999, Mr. Pena was formerly the U.S. Secretary of Energy
and the U.S. Secretary of Transportation in the Clinton Administration. Prior to serving in the cabinet, he was president and chief
executive officer of Pena Investment Advisors from 1991 to 1992 and the mayor of Denver from 1983 to 1991. He serves on the
boards of Border Media Partners; Principal Financial Group; Sonic Corp.; and Toyota’s North American Diversity Advisory Board.

Edward J. Heffernan, age 43, was appointed to our Board of Directors in April 2005. He is executive vice president and chief
financial officer of Alliance Data Systems. He first joined Alliance Data Systems in May 1998. Before joining Alliance Data, he
served as vice president, mergers and acquisitions for First Data Corporation from October 1994 to May 1998. Prior to that he served
as vice president, mergers and acquisitions for Citicorp from July 1990 to October 1994, and prior to that he worked in the corporate
finance department at Credit Suisse First Boston Corporation from June 1986 until July 1990. He holds a Bachelor’s degree from
Wesleyan University and an MBA from Columbia Business School. Mr. Heffernan serves as Chairman of Valor's Audit Committee.

Each of Messrs. de Nicola, Swani, Donovan, Alpert and Pena were initially appointed to our Board of Directors pursuant to a
securityholders agreement among certain of our stockholders pursuant to which each of Welsh, Carson, Anderson & Stowe and Vestar
Capital Partners and their respective affiliates agree to vote their shares in favor of three (3) persons designated by Welsh, Carson,
Anderson & Stowe and two (2) persons designated by Vestar Capital Partners. See “Related Party Transactions — Equity Sponsors —
Securityholders Agreement.”

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF
THE NOMINEES FOR DIRECTOR DESCRIBED IN THIS PROPOSAL 5.

Director Compensation

Independent members of the Board of Directors receive compensation for their services. Each independent director receives an
annual retainer of $45,000, which is supplemented by additional payments of $1,250 for each board meeting attended in person, $625
for each board meeting attended telephonically, $5,000 annually for acting as a committee member ($10,000 for acting as audit
committee chairperson and $7,500 for acting as compensation committee chairperson), $1,000 for each committee meeting attended in
person, $500 for each committee meeting attended telephonically and reasonable travel expenses for attendance in person at board and
committee meetings. In addition, each independent member of the Board of Directors received an up—front grant of 9,705 restricted
shares pursuant to our 2005 Long—Term Incentive Plan. These restricted shares vest over the three years following their issuance at
33% per year. In addition, Mr. Cole, our Vice Chairman, will receive the compensation described above for serving as a member of
our Board of Directors. No other non—independent director, however, shall receive compensation for serving as a member of our
Board of Directors. Throughout the year, we reimburse our non~employee directors for reasonable expenses incurred in attending
meetings and in the performance of other services rendered on behalf of the Board of Directors or its commiittees. .

GOVERNANCE OF VALOR AND COMMITTEES OF THE BOARD OF DIRECTORS

We continually review our corporate governance policies and practices. This includes comparing our current policies and practices
to policies and practices of other public companies, as well as to those suggested by various groups or authorities active in corporate
governance. Based upon this review, we have adopted changes to current policies and practices to reflect what the Board of Directors
believes are “best practices,” as well as those that are required to comply with Sarbanes—Oxley Act of 2002 and the rules of the SEC
and the NYSE.

The Board of Directors held six regular meetings and five special meetings during the fiscal year ended December 31, 2005. Each
director attended at least 75% of the aggregate of these meetings and the total
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number of meetings held by all committees of the board on which he or she served, as described below under “Committees of the
Board.”

All of our directors, other than Mr. Mueller, our current Chief Executive Officer, and Mr. Cole, our former Chief Executive '
Officer and Vice—Chairman, are independent as determined by an analysis conducted by the Company’s outside legal counsel. Qur
independent directors have regularly scheduled executive sessions in which they meet without the presence of management. These
executive sessions generally are held immediately before or after regularly scheduled meetings of the Board of Directors. The
independent directors have held five such meetings, and all of the independent directors were present for three of these sessions.

¢
[

Committees of the Board ' :

In connection with our initial public offering in February 2005, our Board of Directors established the following committees:
Audit, Compensation, and Nomination and Governance. Each of these committees operates under a written charter approved by the
Board of Directors in compliance with the applicable requirements of the SEC and the NYSE listing requirements. Our charters can be
located on our website at www.valortelecom.com and are available to in hard copy ta stockholders upon request. All members of the
audit, nominating and compensation committees are “independent” as defined by the rules of the SEC and NYSE. The members of
each standing committee are elected by the Board of Directors each year for a term of one year or until his or her successor is elected.
The members of the committees are identified in the table below.

Nomination
| and

Director Audit Compensation Governance
Stephen B. Brodeur
Edward J. Heffernan =~
Edward L. Lujan o
Anthony J deNicola = =
M. Ann Padilla
Federico Pena
Sanjay Swani

Audit Committee. The Audit Committee recommends to the Board of Directors the selection of our independent accountants. Our
independent accountants are responsible for performing an independent audit of our consolidated financial statements in accordance
with auditing standards generally accepted in the United States of America for issuing a report thereon, and for reviewing our Annual
Reports on Form 10-K and Quarterly Reports on Form 10~Q. Management is responsible for our internal controls and the financial
reporting process. The Audit Committee assists the Board of Directors in undertaking and fulfilling its responsibilities in monitoring
Valor’s financial reporting process, including (i) the integrity of the financial statements of Valor, (ii) Valor’s compliance with legal
and regulatory requirements, (iii) the independence and qualifications of Valor’s internal and independent auditors, (iv) the
performance of Valor’s internal audit function and independent auditors, and (v) the preparation of an audit committee report to be
included in Valor’s annual proxy statements.

Our Audit Committee pre—approves all auditing and permissible non—auditing services that will be provided by Deloitte & Touche
LLP, our independent accountants, in accordance with the Sarbanes—Oxley Act of 2002 and the rules of the SEC and the New York
Stock Exchange.

In accordance with the rules of the SEC, our Audit Committee has established procedures to receive, retain, and treat complaints
received regarding accounting, internal accounting controls, or auditing matters and to allow for the confidential and anonymous
submission by employees of concerns regarding questionable accounting or auditing matters.
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Each current and prospective member of the Audit Committee is financially literate, as required by the listing standards of the
New York Stock Exchange. The Board of Directors has determined that Mr. Heffernan meets the standard of an “audit committee
financial expert” under the rules of the SEC. The Audit Committee met seven times during the fiscal year ended December 31, 2005,
No member of the audit committee serves on more than three public company audit committees.

Compensation Committee. The Compensation Committee reviews our general compensation strategies, acts as the Committee for
Valor’s Incentive Compensation Plan and 2005 Long~Term Incentive Plan, and establishes and reviews compensation for our Chief

Executive Officer and other executive officers. The Compensation Committee met twice during the fiscal year ended December 31,
200s5.

Nomination and Governance Committee. One of the committee’s primary functions is to establish criteria and qualifications for
candidates for the Board of Directors and then to identify and recommend candidates for election to the Board of Directors. In
addition, the Nominating and Corporate Governance Committee takes a leadership role in shaping our corporate governance,
including making recommendations on matters relating to the composition of the Board of Directors and its various committees and
our Corporate Governance Guidelines. Each candidate for nomination as a director, including persons recommended by stockholders,
is evaluated in accordance with our Corporate Governance Guidelines which are posted on our website at www.valortelecom.com. The
Nomination and Corporate Governance Committee may seek advice from other members of the Board of Directors or the Chief
Executive Officer regarding director candidates. The Board of Directors will consider a potential director nominee’s ability to satisfy
the need, if any, for any required expertise on the Board of Directors or one of its committees. Historically, our management has
recommended director nominees to the Board of Directors. The Nominating Committee acted via unanimous consent during the fiscal
year ended December 31, 2005. Most issues within the jurisdiction of this Committee were acted upon by the full Board.

Nominations by Stockhoelders

Pursuant to our bylaws, a stockholder may nominate a person for election as a director at an annual meeting of stockholders only if
written notice of such stockholder’s intent to make such nomination has been given to the Secretary of Valor not less than sixty
(60) days nor more than ninety (90) days prior to the first anniversary of the preceding year’s annual meeting, or if the date of the
annual meeting is changed by more than 30 days from such anniversary date, not later than the close of business on the tenth (10th)
day following the earlier of the day on which notice of the date of such meeting was mailed or public disclosure of the meeting date
was made. Each notice is required to set forth certain information, including (1) the name and address of the stockholder making the
nomination and the number of shares of our common stock they own beneficially of record, (2) information regarding each nominee
as would be required to be included in a proxy statement filed pursuant to the proxy rules of the United States Securities and Exchange
Commission had the nominee been nominated, or intended to be nominated, by the Board, and (3) the consent of each nominee to
serve as a director if so elected.

COMMUNICATIONS WITH THE BOARD OF DIRECTORS

Stockholders who wish to communicate with the Board of Directors may do so through the following procedures. Stockholder
communications not involving complaints or concerns regarding accounting, internal accounting controls and auditing matters related
to Valor (“Accounting Complaints or Concerns™) may be sent to our corporate secretary at Valor Communications Group, Inc.,

201 E. John Carpenter Freeway, Suite 200, Irving, Texas 75062. Stockholder communications that relate to matters that are within the
scope of the responsibilities of the Board of Directors and its committees, or summaries of such communications, will be forwarded to
the chairman of the audit committee.

The Company has two processes in place for receipt of Accounting Complaints or Concerns. First, Accounting Complaints or
Concerns, which may be made anonymously, may be sent to our Chief Legal Officer with a copy to our Chief Financial Officer at the

same address as the corporate secretary. Second, Accounting Complaints and Concerns may be submitted via our Ethics Hotline,
1-800—556—3048. A third~
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party vendor staffs our Ethics Hotline 24 hours a day. Accounting Complaints or Concerns will be forwarded to the chairman of the
audit committee. We will keep Accounting Complaints or Concerns confidential and anonymous, to the extent feasible, subject to
applicable law. Information contained in an Accounting Complaint or Concern may be summarized, abstracted and aggregated for
purposes of analysis and investigation.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee of the Board of Directors is responsible for setting and administering compensation, including base
salaries, annual incentives, and stock—based awards, paid or awarded to our executive officers. The Compensation Committee also
oversees and approves incentive plan design, costs and administration. This report discusses the Compensation Committee’s activities,
as well as its development and implementation of policies regarding compensation paid to our executive officers for 2005.

Overall Compensation Policies

The Compensation Committee reviews and approves compensation policies and practices, including those related to stock—based
compensation, for our executive officers and certain other employees. Our executive compensation system generally consists of three
primary components: base salary, an incentive compensation award pursuant to an Annual Incentive Compensation Plan adopted by
the Compensation Committee and restricted stock grants. Through the use of the foregoing, the Compensation Committee seeks to
achieve a balanced compensation package that will attract and retain high quality key executives, appropriately reflect each such
executive officer’s individual performance, contributions, and general market value, and provide further incentives to the executive
officers to maximize annual operating performance and long—term stockholder value. In doing so, the Committee will regularly
review and update:

» An appropriate peer group of companies for the purposes of comparing compensation levels and practices; and

» Key measures that the Compensation Committee will use in assessing performance for the purposes of incentive compensation
awards to the chief executive officer and other members of the senior management team.

Annual Salaries
)

Annual base salaries for our executive officers have been established on a position—by-position basis. The chief executive officer
has the responsibility to conduct annual internal reviews of executive officer salary levels in order to rank salary, individual
performance and job value to each position. The chief executive officer then makes recommendations on salaries, other than his own,
to the Compensation Committee. The Compensation Committee determines, reviews and approves corporate goals and objectives
relevant to the compensation of the chief executive officer. The Compensation Committee reviews the recommendations regarding
changes in salaries for executive officers. The Compensation Committee may take such action, including modifications to the
recommendations, as it deems appropriate. The determinations of the Compensation Committee may be based on a variety of factors,
including a subjective evaluation of past and potential future individual performance and contributions and alternative career
opportunities that might be available to the executives. The Compensation Committee may also review compensation data from
companies employing executives in positions similar to those whose salaries were being reviewed, as well as market conditions for
executives in general with similar skills, responsibilities, background and performance levels and other companies with similar
financial and business characteristics.

Annual Incentive Compensation

We maintain an incentive compensation plan that compensates certain management and supervisory personnel if our company
meets or exceeds certain financial performance targets. These awards allow us to recognize individual performance and contributions
to Valor on an annual basis. Our chief executive officer, in
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consultation with the Compensation Committee, may adjust or eliminate any incentive payment that would otherwise bel earned under
the Incentive Compensation Plan based on such factors as they may determine in their sole discretion. Our chief executive officer, in
consultation with the Compensation Committee, may also amend or cancel the bonus plan at any time for any reason. Under the. terms
of the approved Incentive Compensation Plan, the Compensation Committee bases the amount of any annual incentive compensation '
to be paid to our executive officers, including the chief executive officer, on Valor performance (determined by reference to revenue
and EBITDA targets established by Board resolution) and each such officer’s performance, attitude and potential.

The 2004 Incentive Compensation Plan. In 2005, the Compensation Committee awarded incentive compensation under our 2004
Incentive Compensation Plan to certain of our executive officers, based on 2004' operating results and a discretionary evaluation of
each such officer’s performance, attitude and potential. In 2005, all incentive compensation paid under the 2004 Incentive '
Compensation Plan was in the form of cash awards. The Compensation Committee based its actions regarding 2004 incentive
compensation upon the performance of Valor and upon the chairman of the board’s recommendation regarding the chief executive
officer, the chief executive officer’s recommendations regarding the other executive officers and the Compensation Committee
members’ general business knowlédge. The bonuses the named executive officers received under the 2004 Incentive Compensation
Plan are disclosed in the bonus column in the Summary Compensation Table set fortP below. '

The 2005 Incentive Compensation Plan. The Compensation Committee, at its March 22, 2005 meeting approved the 2005
Incentive Compensation Plan. That Plan allowed semi~annual payments if we were meeting or exceeding financial objectives and the
outlook for the remaining half of the year was favorable. In August 2005, our chief executive officer, with the approval of our i
Compensation Committee, authorized bonus amounts for the first half of 2005 for members of our management team at the level of
director and below eligible to participate in the incentive compensation plan that qualified for payment. The payments made were
approximately one-third of the 2005 bonus opportunity for the respective employees. Members of our senior management team did
not receive any payment. On February 9, 2006, the Compensation Committee awarded incentive compensation under our 2005
Incentive Compensation Plan to certain of our executive officers, based on 2005 operating results and a discretionary evaluation of
each such officer’s performance, attitude and potential. In 2006, all incentive compensation paid under the 2005 Incentive
Compensation Plan was in the form of cash awards. The Compensation Committee based its actions regarding 20035 incentive
compensation upon the performance of Valor and upon the chairman of the board’s recommendation regarding the chief executive
officer, the chief executive officer’s recommendations regarding the other executive officers and the Compensation Committee
members’ general business knowledge. The bonuses the named executive officers received under the 2005 Incentive Compensation
Plan are disclosed in the bonus column in the Summary Compensation Table set forth below.

The 2006 Incentive Compensation Plan. The Compensation Committee, at its February 9, 2006 meeting, approved the 2006
Incentive Compensation Plan.

2005 Long—Term Incentive Plan. Our 2005 Long-Term Incentive Plan provides for grants of stock options, restricted stock and
performance awards. Members of our Board of Directors, our officers and other employees and persons who engage in services for us
are eligible for grants under the plan. We plan to grant awards to these individuals from time to time to provide long—term incentives
that are designed to couple the interests of key employees with those of stockholders in that the potential value of the awards is
directly related to the future value of our stock.

A total of 2,500,000 shares of our common stock are authorized for issuance under the plan, subject to adjustment in the event of a
reorganization, stock split, merger or similar change in our corporate structure or the outstanding shares of common stock. We granted
2,157,531 shares of restricted stock, of which 2,099,739 shares were granted to executive officers, members of senior management
and directors, leaving 342,469 shares available for issuance under the plan. ‘

Tax code limitation on executive compensation deductions. In 1993, Congress amended the Internal Revenue Code to impose a
$1.0 million deduction limit on compensation paid to the chief executive officer
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and the four other most highly compensated executive officers of public companies, subject to certain transition rules and exceptions
for compensation received pursuant to non—discretionary performance—based plans approved by such company’s stockholders. It is
our general policy to structure the performance—based portion of the compensation of its executive officers in a manner that permits |
Valor to deduct fully such compensation.

Compensation of Chief Executive Officer

John J. Mueller, Chief Executive Officer, earned $500,000 in base salary in 2005, per our employment agreement with him. In
February 2005, the Compensation Committee approved an employment agreement with Mr. Mueller, which replaced a previous
employment agreement, as further described under the heading “Employment and Severance Agreements.” Mr. Mueller’s contract
states that he will earn a $500,000 annual base salary during the three year term of the agreement. In setting the Chief Executive
Officer’s base salary, the committee considered company objectives, market and corporate challenges and market compensation
practices.

Mr. Mueller earned a bonus under our annual incentive compensation plan of $625,000 in respect of the year ended December 31,
2004. Mr. Mueller’s bonus reflects our philosophy of meeting and exceeding certain corporate financial targets. In addition, he was
awarded a $1,000,000 bonus in connection with the completion of our initial public offering, of which $600,000 has been paid, and the
remainder of which is payable January 1, 2007. See “Related Party Transactions.”

Mr. Mueller owns 634,420 shares of Valor common stock pursuant to a restricted stock grant made to him in February 2005 under
our 2005 Long—Term Incentive Plan, of which 303,418 of such shares are fully vested and the remainder will vest in equal
installments on January 1, 2007 and 2008. This grants ties the Chief Executive Officer’s long—term compensation to the goals of
increasing stockholder value and including at-risk compensation as a significant portion of the executive’s compensation.

Conclusion

The Compensation Committee has reviewed each element of compensation for each of the executive officers for fiscal 2005. The
Compensation Committee reported to the Board of Directors that in the Compensation Committee’s opinion, the compensation of each
executive officer is reasonable in view of the Company’s performance and the Compensation Committee’s subjective evaluation of
the contribution of each executive officer to that performance.

Members of the compensation committee of the Board of Directors respectfully submit the foregoing report:

Anthony de Nicola, Chairman
Sanjay Swani
Norman W. Alpert
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\ COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

None of our executive officers served as: (i) a member of the Compensation Committee (or other board committee performing
equivalent functions or, in the absence of any such committee, the entire Board of Directors) of another entity, one of whose executive
officers served on our Compensation Committee; (ii) a director of another entity, one of whose executive officers served on our
Compensation Committee; or (iii) a member of the Compensation Committee (or other board committee performing equivalent
functions or, in the absence of any such committee, the entire Board of Directors) of another entity, one of whose executive officers
served as one of our directors.

EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth the compensation earned, awarded or paid for services rendered in all capacities for the fiscal years
ended December 31, 2004 and 2005, by our Chief Executive Officer, our Vice—Chairman and our four next most highly compensated
executive officers who earned more than $100,000 in salary and, to whom we refer in this proxy statement collectively as the named
executive officers:

Long—Term
—Compensation
. Annual Compensation Restricted
' Fiscal Stock All Other
» - Salary Bonus(1) Awards(2) Compensation(3)
JohnJ. Mueller $ 579,800 - § 9,516,300 84,
- Chief Executive Officer and President - 1,875000 .
Kenneth R. Cole 750,000 995,482

5,750,000

250,000
246,692

3,310,020

. Senior Vice President ang

i "Chief Information Officer -

Jerry E. Vaughn(5) 2005 81,250 61,718 4,927,695 33,216
Senior Vice President and

Chief Financial Officer

(1) In 2004, amounts consisted of debt recapitalization bonuses and annual incentive bonuses. In 2005, amounts consisted of initial
public offering bonuses and annual incentive bonuses. Annual incentive bonuses represented amounts earned by each named
executive during the referenced year, although paid in the following year. In 2004, Mr. Cole’s bonus included a one—time
transition bonus of $5 million.

(2) Amounts in this column reported for 2005 represented the value of the following restricted stock awards primarily issued in
February 2005, except for Mr. Vaughn, which were issued in October 2005, at $0.0001 per share: 634,420 shares to Mr. Mueller,
67,763 shares to Mr. Cole, 275,835 shares to Mr. Raney, 220,668 shares to Mr. Ojile, 148,951 shares to Ms. Nash and 361,533
shares to Mr. Vaughn. Using the closing price of our stock as of December 30, 2005, $11.40, the number and value of the
remaining vested and unvested restricted stock awards as of December 31, 2005 were as follows: 634,420 shares, $7.2 million
for Mr. Mueller; 42,543 shares, $484,990 for Mr. Cole; 275,835 shares, $3.1 million for Mr. Raney; 220,668 shares, $2.5 million
for Mr. Ojile; 148,951 shares, $1.7 million for Ms. Nash and 361,533 shares, $4.1 million for Mr. Vaughn. These awards vest as
follows:
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Vested upon Vests in Vests in Vests in . Vests in
Name Issuance 2006 2007 2008 2009
John J. Mueller L almaw. L 2609% T 2609%  2609% . 0.00%
KennethR.Cole(4) ~ 8500%  500%  500%  500%  o00%
W.GrantRaney  © 0 2000% o 2667% 0 o 2667% - 0.00%
Willam M. Ojle, § B 1500%  2833%  2B33%  2833%  0.00%
CynthiaB;Nash = =~ = ' ©188%  2716%  27.06% . 27.16% - . 0.00%
Jerry E. Vaughn 0.00% 6.25% 25.00% 25.00% 43.75%

. ‘ ; .
Per Resolution of the Compensation Committee, dated December 8, 2005, equity grants vesting on January 1, 2007 will vest upon
closing of the merger. Also, per the terms of the Long Term Incentive Plan, awards vesting in 2008 and beyond will accelerate
upon closing of the merger for those employees whose employment is terminated without cause or who resign for Good Reason.

We did not pay dividends on unvested restricted stock awards in 2005. On February 9, 2006, the Compensation Committee
approved the payment of dividends on unvested restricted stock awards. [

(3) All other compensation amounts, disclosed in the table above include medical, life insurance and long—term disability premiums
we pay on behalf of each named executive officer, personal travel expenses paid by the company, car allowances, our matching
contributions to the 401(k) and miscellaneous other items we pay on behalf of each named executive officer, are as follows:

All Other Compensation

Long- Personal
Life Term Travel Car 401(k) Al other
Year ) Medical Insurance Disability ) Expense ] Allowance ) Contribuhons Compensation ] Tols]
John"J.Mu'elle 22005 % 10,0030 § 3,1,23‘_, : $ 1,044 3 7,554 § 18,731 : ; : ;

©2004 9570 7478 8187

Kenneth R. Cole 6,905

William M. Oj

Cynthia B Nash
Jerry E. Vaughn

(4) Mr. Cole served as our Chief Executive Officer from January 2002 through April 2004.
(5) Mr. Vaughn became a senior vice president and Chief Financial Officer effective October 1, 2005.

Employment and Severance Agreements

We have entered into employment, confidentiality and non—~competition agreements with Messrs. Mueller, Vaughn, Ojile, Raney
and Ms. Nash, the material terms of which are discussed below. We also have agreements with other key employees at the director
level and above that provide for an agreement not to compete with us for a maximum period of up to twelve months, in return for the
payment of severance benefits for involuntary termination without cause.

Agreement with John J. Mueller. We entered into an employment agreement with John J. Mueller upon the consummation of our
initial public offering, which replaced his previous employment agreement executed in 2004. Mr. Mueller’s new employment
agreement will remain in effect until February 14, 2008. and can be renewed for successive one year periods thereafter. Mr. Mueller
receives an annual base salary of $500,000, an annual incentive bonus and medical and other benefits. Mr. Mueller’s annual bonus is
targeted to be one times his base salary for the applicable year, although our Board of Directors may increase or decrease the amount
of any award in its discretion. Pursuant to his employment agreement, Mr. Mueller also received an initial public offering cash bonus,
as described below under the heading “Related Party Transactions.”
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On February 9, 2006, the Compensation Committee approved amendments to Mr. Mueller’s employment agreement to reflect
severance and retention provisions adopted by the Compensation Committee on December 8, 2005 in conjunction with the approval of
the merger agreement by the Valor Board of Directors. If we terminate Mr. Mueller’s employment without “cause” or if he resigns for
“Good Reason,” as each such term is defined in his new employment agreement, he will be entitled to receive severance benefits
consisting of his annual base salary for twenty~four months following the date of his termination, plus two times the full amount of
his target bonus for the year in which his employment terminates and life insurance and medical benefits for various periods.

Mr. Mueller’s employment agreement provides that he will be restricted from engaging in competitive activities for one year after the
termination of his employment although this restriction may be extended for an additional six months under certain circumstances.

Agreement with Jerry E. Vaughn. We entered into an employment agreement with Jerry E. Vaughn on October 1, 2005 (the
“Effective Date”). Mr. Vaughn’s employment agreement will remain in effect until the fourth anniversary of the Effective Date and
can be renewed thereafter for one—year extensions of the employment term, unless either party provides written notice of its intention
not to review the agreement within 90 days of the expiration of the then current term. Mr. Vaughn receives an annual base salary of
$325,000, an annual incentive bonus and medical and other benefits. Mr. Vaughn’s annual bonus is targeted to be 100% of his base
salary for the applicable year, although our Board of Directors may increase or decrease the amount of any award in its discretion.

If we terminate Mr. Vaughn’s(2) employment without “cause” or if he resigns for “Good Reason,” as each such term is defined in
his employment agreement, he will be entitled to receive severance benefits consisting of his annual base salary and continued medical
and other benefits for eighteen months following the date of his termination, plus, with respect to the fiscal year in which his
employment terminates, the pro rata portion of the annual bonus he would have received had he been employed by our company for
the full fiscal year. Mr. Vaughn’s employment agreement provides that he will be restricted from engaging in competitive activities
for one year after the termination of his employment. Mr. Vaughn may not solicit employees for one year following termination of his
employment with our company.

Agreement with William M. Ojile, Jr. We entered into an employment agreement with William M. Qjile, Jr. upon the
consummation of our initial public offering, which replaced the previous employment agreement we entered into with him in 2000.
Mr. Ojile’s new employment agreement will remain in effect until the third anniversary of the completion of the Offering and can be
renewed thereafter for one—year extensions of the employment term, unless either party provides written notice of its intention not to
review the agreement within 90 days of the expiration of the then current term. Mr. Ojile receives an annual base salary of $250,000,
an annual incentive bonus and medical and other benefits. Mr. Ojile’s annual bonus is targeted to be one—half his base salary for the
applicable year, although our Board of Directors may increase or decrease the amount of any award in its discretion. Pursuant to his

employment agreement, Mr. Ojile also received an initial public offering cash bonus, as described below under the heading “Related
Party Transactions.”

On February 9, 2006, the Compensation Committee approved amendments to Mr. Ojile’s employment agreement to reflect
severance and retention provisions adopted by the Compensation Committee on December 8, 2005 in conjunction with the approval of
the merger agreement by the Valor Board of Directors. If we terminate Mr. Ojile’s employment without “cause” or if he resigns for
“Good Reason,” as each such term is defined in his employment agreement, he will be entitled to receive severance benefits consisting
of his annual base salary and continued medical and other benefits for twenty—four months following the date of his termination, plus,
with respect to the fiscal year in which his employment terminates, two times the full amount of his target bonus for the year in which
his employment terminates. Mr. Ojile’s employment agreement provides that he will be restricted from engaging in competitive
activities for one year after the termination of his employment. Mr. Ojile may not solicit employees for one year following termination
of his employment with our company.

2 The December 8, 2005 Compensation Committee Resolution provided that Mr. Vaughn would not receive an enhancement of
the monetary severance terms contained in his employment agreement.
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Agréement with W. Grant Raney. We entered into an employment agreement with W. Grant Raney upon the consummation of our
initial public offering, which replaced the previous employment agreement we entered into with him in 2000. Mr. Raney’s
employment agreement will remain in effect until the third anniversary of the completion of the Offering and can be renewed
thereafter for one—~year extensions of the employment term, unless either party provides written notice of its intention not to review the
agreement within 90 days of the expiration of the then current term. Mr. Raney receives an annual base salary of $257,000, an annual
incentive bonus and medical and other benefits. Mr, Raney’s annual bonus is targeted to be one—half his base salary for the applicable
year, although our Board of Directors may increase or decrease the amount of any award in its discretion. Pursuant to his employment
agreement, Mr. Raney also received an initial public offering cash bonus, as described below under the heading “Related Party
Transactions.”

On February 9, 2006, the Compensation Committee approved amendments to Mr. Raney’s employment agreement to reflect
severance and retention provisions adopted by the Compensation Committee on December 8, 2005 in conjunction with the approval of
the merger agreement by the Valor Board of Directors. If we terminate Mr. Raney’s employment without “cause” or if he resigns for
“Good Reason” as each such term is defined in his employment agreement, he will be entitled to receive severance benefits consisting
of his annual base salary and continued medical and other benefits for twenty—four months following the date of his termination, plus,
two times the full amount of his target bonus for the year in which his employment terminates. Mr. Raney’s employment agreement
provides that he will be restricted from engaging in competitive activities and soliciting employees for one year following termination
of his employment with our company.

Agreement with Cynthia B. Nash. We entered into an employment agreement with Cynthia B. Nash upon the consummation of our
initial public offering, which replaced the previous employment agreement we entered into with her in 2002. Ms. Nash’s employment
agreement will remain in effect until the third anniversary of the completion of the Offering and can be renewed thereafter for
one—year extensions of the employment term, unless either party provides written notice of its intention not to renew the agreement
within 90 days of the expiration of the then current term. Ms. Nash receives an annual base salary of $210,000(3), an annual incentive
bonus and medical and other benefits. Ms. Nash’s annual bonus is targeted to be one~half her base salary for the applicable year,
although our Board of Directors may increase or decrease the amount of any award in its discretion. Pursuant to her employment
agreement, Ms. Nash also received an initial public offering cash bonus, as described below under the heading “Related Party
Transactions.”

On February 9, 2006, the Compensation Committee approved amendments to Ms. Nash’s employment agreement to reflect
severance and retention provisions adopted by the Compensation Committee on December 8, 2005 in conjunction with the approval of
the merger agreement by the Valor Board of Directors. If we terminate Ms. Nash’s employment without “cause” or if she resigns for
“Good Reason,” as each such term is defined in her employment agreement, she will be entitled to receive severance benefits
consisting of her annual base salary and continued medical and other benefits for twenty—four months following the date of her
termination, plus, two—times the full amount of her target bonus for the year in which her employment terminates. Ms. Nash’s
employment agreement provides that she will be restricted from engaging in competitive activities for one year after the termination of
her employment. Ms. Nash may not solicit employees for one year following termination of her employment with our company.

3 By a December 8, 2005 Resolution of the Compensation Committee, Ms. Nash’s annual base salary was increased from
$175,000 to $210,000.
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BENEFICIAL OWNERSHIP OF VALOR COMMON STOCK

The following table and footnotes set forth as of March 31, 2006 the beneficial ownership, as defined by regulations of the SEC, of
Valor common stock held by each person or group of persons known to Valor to own beneficially more than 5% of the outstanding
shares of Valor common stock, each director of Valor, each current executive officer of Valor named in the Summary Compensation
Table in this proxy statement/ prospectus—information statement (a “named executive officer”) and all current directors and executive
officers of Valor as a group. Except as otherwise noted, the listed entities, individuals and group have sole investment power and sole
voting power as to all shares of Valor common stock set forth opposite their names. All'information is taken from or based upon
ownership filings made by such persons with the SEC or upon information provided by such persons.

Number. N v Zo(1) )
19574421 275%
8,497,942 ‘
42543

Welsh, Carson, Anderson Stowe(2)
Vestar Capital Parmers(3) ,
Kenneth R. Cole

John Mueller(4) ‘ 634,420

Jerry E. Vaiighn(5) 361,533

Cynthia Nash(6) 137,748

William Qjile(7) 220,66

Grant Raney(8) 275835
Anthony J. de Nicola(9)(10) . 19617000
Sanjay Swani(9)(11) 19585992
Norman W. Alpert(12 ... 8497942

Federico Pena(12) S
StephenB. Brodeur(13) . 0ot

Michael E. Donovan(13) e
Edward J.Heffernan(13) = o o
Edward L. Lujan(13)
M:Ann Padilta(13) =~ e R
All directors and execunve oﬁicers asa group (15 persons) 29 814 518

8497942

* Less than 1%.

(1) The respective percentages of beneficial ownership are based on 71,063,265 shares of common stock as of February 1, 2006.

(2) Shares are held by the following affiliates of Welsh, Carson, Anderson & Stowe: Welsh, Carson, Anderson & Stowe VIII, L.P.,
Welsh, Carson, Anderson & Stowe IX, L.P., WCAS Capital Partners III, L.P. Welsh, Carson, Anderson & Stowe disclaims
beneficial ownership of such shares. WCAS VIII Associates, LLC, a limited liability company and affiliate of Welsh, Carson,
Anderson & Stowe, exercises voting and investment control over the shares held by Welsh, Carson, Anderson & Stowe VIII,
L.P. as general partner. Voting and investment decisions by WCAS VIII Associates, LLC are determined by an affirmative vote
of two thirds of its managing members. WCAS IX Associates, LLC, a limited liability company and affiliate of Welsh, Carson,
Anderson & Stowe, exercises voting and investment control over the shares held by Welsh, Carson, Anderson & Stowe IX, L.P.
as general partner. Voting and investment decisions by WCAS IX Associates, LLC are determined by an affirmative vote of two
thirds of its managing members. The address of Welsh, Carson, Anderson & Stowe is 320 Park Avenue, Suite 2500, New York,
NY 10022.

(3) Shares are held by Vestar Capital Partners and the following affiliates of Vestar Capital Partners: Vestar Capital Partners III,
L.P., Vestar Capital Partners IV, L.P. and Vestar/ Valor LLC. Vestar Capital Partners disclaims beneficial ownership of such
shares. Vestar Capital Partners III, L.P. is a limited
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(10)
(amn
(12)

(13)

[

partnership, the general partner of which is Vestar Associates III, L.P. As general partner of Vestar Associates III‘ L.P., Vestar
Associates Corporation II1, a corporation affiliated with Vestar Capital Pammrs, exercises voting and investment control over
shares held by Vestar Capital Partners III, L.P. Vestar Capital Partners IV, L.P. is a limited partnership, the general partner of
which is Vestar Associates IV, L.P. As general partner of Vestar Associates IV, L.P., Vestar Associates Corporation IV, a
corporation and affiliate of Vestar Capital Partners, exercises voting and investment control over shares held by Vestar Capital
Partners IV, L.P. Vestar/Valor LLC is a limited liability company, the managing member of which is Vestar Capital Partners
IV, LP. As general partner of Vestar Associates IV, LP, Vestar Associates Corporation IV exercises voting and investment
control over the shares held by Vestar/ Valor LL.C. The address of Vestar' (“apxtal Partners is 245 Park Avenue, 41st Floor,
New York, NY 10167.

Includes 331,002 shares of restncted stock held by Mr. Mueller that will vest upon closing of the merger.
Includes 338,937 shares of restricted stock held by Mr. Vaughn that will vest upon closing of the merger.

Includes 80,912 shares of restricted stock held by Ms. Nash, of which 40,456 shares will vest upon closing of the merger and
40,456 shares will vest on January 1, 2008.

Includes 125,045 shares of restricted stock held by Mr. OQjile that will vest upAn closing of the merger.

Includes 147,112 shares of restricted stock held by Mr. Raney, of which 73, 556 shares will vest upon closing of the merger and
73,556 shares will vest on January 1, 2008.

As members of WCAS VIII Associates LLC and WCAS IX Arssociates LLC, Mr. de Nicola and Mr. Swani may be deemed to
share beneficial ownership of the shares held by WCAS VIII Associates LLC and WCAS IX Associates, LLC. Mr. de Nicola
and Mr. Swani disclaim beneficial ownership of such shares and any other shares held by affiliates of Welsh, Carson,
Anderson & Stowe.

Includes 42,579 shares held directly by Mr. de Nicola, of which 6,470 represents shares of restricted stock that will vest upon
closing of the merger.

Includes 11,571 shares held directly by Mr. Swani, of which 6,470 represents shares of restricted stock that will vest upon
closing of the merger.

As managing directors of Vestar Capital Partners, Mr. Alpert and Mr. Pena may be deemed to share beneficial ownership of the
shares held by Vestar Capital Partners. Mr. Alpert and Mr. Pena each disclaim beneficial ownership of such shares and any
other shares held by affiliates of Vestar Capital Partners.

Includes 6,470 shares of restricted stock that will vest upon closing of the merger.
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\ PERFORMANCE GRAPH

The following graph compares the cumulative total stockholder return on our common stock since February 9, 2005 when our
common stock became publicly traded, with the cumulative total return over the same period of (1) the S&P 500 Index and (2) an
industry index selected by us. Our relevant industry index is telephone communications (excluding radio telephone), which is
composed of companies with a Standard Industry Classification, or SIC, Code of 4813. Pursuant to rules of the SEC, the comparison
assumes $100 was invested on February 9, 2005 in our common stock and in each of the indices and assumes reinvestment of
dividends, if any. Also pursuant to SEC rules, the returns of each of the companies in the peer group are weighted according to the

respective company’s stock market capitalization at the beginning of each period for which a return is indicated. Historical stock
prices are not indicative of future stock price performance.

COMPARE CUMULATIVE TOTAL RETURN
AMONG VALOR COMMUNICATIONS GROUP,
NYSE MARKET INDEX AND SIC CODE INDEX

130
@ VALOR COMMUNICATIONS GROUP
120 | B SICCODE INDEX
= NYSF MARKET INIHX
e ——"\
i 110
o
-
- - . — e —
s ° o —o
o ‘ v \
90
| \
80
70 ! T T T 1
2/09/08 3/31/05 6:30/05 H9/30.05 12/3140%8
ASSUMES $100 INVESTED ON FEB. 9, 2005
ASSUMES DIVIDEND REINVESTED
FISCAL YEAR ENDING DEC. 31, 2005
2/09/05 3/31/05 6/30/05 9/30/05 12/31/05
'Valor Communications
Group 100.00 95.65 93.64 94.92 81.87
SIC Code Index 100.00 98.04 97.83 100.41 98.56
INYSE Market Index 100.00 101.36 103.68 108.49 110.77
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our executive officers, directors and persons who own
more than 10% of a registered class of Valor’s equity securities to file reports of ownership with the SEC and furnishes copies to the
NYSE and Valor. Based solely on the review of the copies of such forms and representations by certain reporting persons, we believe
that for the period from the Offering through March 31, 2006, its executive officers, directors and 10% stockholders complied with all
applicable filing requirements under Section 16(a).

RELATED PARTY TRANSACTIONS

Equity Sponsors

Securityholders Agreement. We entered into a securityholders agreement with WCAS, Vestar, Citicorp Venture Capital (“CVC”)
and certain of their respective affiliates that contain the following registration rights: |

» WCAS and Vestar have demand registration rights relating to the shares of our common stock that they received pursuant to our
reorganization, subject to the requirement that the securities covered by each demand registration have an aggregate public
offering price of at least $25.0 million if registered pursuant to a long—form registration statement, or $10.0 million if registered
pursuant to a short—form registration statement; provided that the entities comprising WCAS and Vestar that initiate a demand
for registration must hold a majority of the shares of common stock held by all such WCAS or Vestar entities, as the case may
be, to initiate a demand for registration; provided, further, that WCAS or Vestar may exercise a demand right for less than an
aggregate public offering price of $25.0 million if registered pursuant to a long—form registration statement, or $10.0 million if
registered pursuant to a short—form registration statement, if such proposed offering is for all of the remaining shares of common
stock held by WCAS or Vestar; provided, further, that WCAS can request up to three registrations that are registered pursuant to
a long—form registration statement and Vestar can request up to two registrations that are registered pursuant to a long—~form
registration statement; and

* WCAS, Vestar and CVC have the right to include in our future public offerings of securities the shares of our common stock
held by each of them.

We have agreed to pay all costs and expenses in connection with each such registration, except underwriting discounts and
commissions applicable to the securities sold, and to indemnify WCAS and Vestar that have included securities in such offering
against certain liabilities, including liabilities under the Securities Act.

Pursuant to the Securityholders Agreement, WCAS, Vestar, CVC and certain of their respective affiliates have agreed to vote for
cach other’s designees to our Board of Directors (to the extent permitted by law and the rules of any securities exchange, system or
market on which our securities are then listed), and to vote such that both WCAS and Vestar have at least one designee on each of our
committees.

Upon completion of the merger, the Securityholders will be amended as discussed in more detail under “The Transactions —
Interests of Certain Persons in the Merger.”

Management
Transaction Bonuses.

Initial Public Offering Cash Bonuses. In connection with the consummation of our initial public offering we paid cash bonuses to
our executive officers and other members of management in the manner set forth on the table below if such individuals remain an
employee of Valor or its affiliates as of any date on which such
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payment becomes due. These payments are intended to compensate our executive officers and other members of management for their
efforts in connection with the completion of our initial public offering.
Name Date of IPO Januaﬂ 1, 2006 Januag 1,2007¢1) Total

f . e $W -..200, ()QQ : 5 400 QQ();'{ 'tl {
Kenneth R. Cole(2) 750,000
W. Grant Raney: s 100,000
Wllllam M. Qjile, Jr - ‘ 50,000

‘*':92'00;000 500,000
100,000 zso,oo_ov .

© 30,000 60,000
JerryE Vaughn ; B ‘ - - o — N i
Other = . .. -4115000 o 022300007 2230000 . 857500
Total $ __1.541.500 b 983.000 983.000 $ 3.507.500

(1) Per Resolution of the Compensation Committee, dated December 8, 2005, cash grants scheduled to vest on January 1, 2007 will
vest upon closing of the merger.

(2) Pursuant to the terms of Amendment One to Mr. Cole’s Part—-Time Employment Agreement, dated November 10, 2004.

AUDIT COMMITTEE REPORT

The Audit Committee has met and held discussions with management and our independent accountants and has reviewed and
discussed the audited consolidated financial statements with management and our independent accountants, including matters required
to be discussed by Statement on Auditing Standards No. 61 (Codification of Statements on Auditing Standards, AU Section 380),
“Communication with Audit Committee.”

Our independent accountants also provided the Audit Committee with the written disclosures and the letter required by
Independence Standards Board Standard No. 1 (Independence Standards Board Standard No. 1, Independence Discussions with Audit
Committees), and the Audit Committee discussed with our independent accountants that firm’s independence.

Based upon the review and discussions referred to above, the Audit Committee recommended to the Board of Directors that the
audited consolidated financial statements be included in our Annual Report on Form 10-K for the fiscal year ended December 31,
2005, for filing with the Securities and Exchange Commission.

Members of the audit committee of the Board of Directors respectfully submit the foregoing report.

Edward J. Heffernan, Chairman
Sanjay Swani

Stephen Brodeur

Ann Padilla

Edward Lujan

PROPOSAL 6.

RATIFICATION OF APPOINTMENT OF DELOITTE & TOUCHE LLP AS THE COMPANY’S
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR 2006
(Item 6 on Proxy Card)

Deloitte & Touche LLP were Valor’s independent auditors for the year ended December 31, 2005 and have reported on Valor’s
consolidated financial statements included in the annual report which accompanies this proxy statement/ prospectus—information
statement. The Audit Committee has appointed Deloitte & Touche LLP as independent auditors for fiscal 2006. Deloitte & Touche
LLP has served in this capacity for several years, is knowledgeable about our operations and accounting practices, and is well
qualified to act as
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our independent registered public accounting firm. We are not required to have stockholders ratify the selection of Deloitte & Touche
LLP as our independent registered public accounting firm. We nevertheless are doing so because we believe it is a matter of good
corporate practice. If the stockholders do not ratify the selection, the Audit Committee will reconsider whether or not to retain
Deloitte & Touche LLP. Representatives of Deloitte & Touche LLP are not expected to attend the meeting.

The following table shows the aggregate fees Deloitte & Touche LLP has billed or is expected to bill to us for services rendered
for fiscal years ending December 31, 2004 and 2005.

Lipe of Fees : — Jpe— 1L e rrrr i
T T st s
665,000 244729

Tax Fees(3)
All Other Fees(4)

= 1,560 000 i 765,000
6,396 718.396
244007, S L6325,

(1) Fees for the following services:

(a) audits of our consolidated year—end financial statements for each year;
(b) reviews of the unaudited quarterly financial statements for each of the first three quarters of each year;
(¢) normally provided statutory or regulatory filings or engagements for each year; and

(d) estimated out—of—pocket costs Deloitte & Touche incurred in providing all of such services for which we reimburse
Deloitte & Touche.

(2) Fees for registration statements, employee benefit plan audits and services related to our internal controls over financial reporting
in connection with Sarbanes—Oxley Act of 2002.

(3) Fees for tax compliance, tax advice and tax planning services.

(4) Fees for all services not described in the other categories. For 2004, the disclosed fees include fees for an annual on—line
research tool. For 2005, the disclosed fees include due diligence services related to the pending merger with Alltel’s wireline
business and fees for an annual on—line research tool.

The audit committee adopted a pre—approval policy in 2005 as further described in the Audit Committee Charter in Annex H. As
of the completion of our offering in February 2005, the audit committee became responsible for pre~approving every engagement of
Deloitte & Touche to perform audit or non—audit services on behalf of Valor or any of its subsidiaries. All Audit, Audit—Related Fees,
Tax Fees and All Other Fees described above in 2005 were approved by the Audit Committee before services were rendered. Prior to
the initial public offering the Audit Committee was not required to pre-approve audit or non—audit services.

THE BOARD OF DIRECTORS RECOMMEND A VOTE “FOR” THE RATIFICATION OF APPOINTMENT OF D&T
AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR 2006

PROPOSAL 7.

ADJOURNMENT FOR THE PURPOSE
OF OBTAINING ADDITIONAL VOTES FOR THE MERGER PROPOSALS
(Item 7 on Proxy Card)

At the annual meeting, we may ask stockholders to vote upon an adjournment of the annual meeting, if necessary, to solicit
additional proxies for the approval of the merger proposals.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” ANY ADJOURNMENT OF THE ANNUAL
MEETING, IF NECESSARY, TO SOLICIT ADDITIONAL PROXIES FOR THE APPROVAL OF THE MERGER
PROPOSALS.

184




Table of Contents

'

\ SPECIAL NOTE CONCERNING FORWARD-LOOKING STATEMENTS

This proxy statement/prospectus—information statement, including information included or incorporated by reference in this proxy
statement/ prospectus—information statement, contains certain forward-looking statements, within the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. Generally, the words “will,” “may,” “should,” “continue,” “believes,” “expects,”
“intends,” “anticipates,” “estimates” or similar expressions identify forward—looking statements; and any statements regarding the
benefits of the merger, or Valor’s or Spinco’s expected financial condition, results of operations and business are also
forward-looking statements. Without limiting the generality of the preceding sentence, the statements contained in the sections “Risk
Factors,” “The Transactions — Background of the Merger,” “The Transactions --- Alltel’s Reasons for the Spin—Off and the Merger,”
“The Transactions — Opinion of Financial Advisor~Wachovia Securities,” “The Transactions — Opinion of Financial Advisor-Bear
Stearns” and “The Transactions -— Valor’s Reasons for the Merger,” including, without limitation, any forecasts, projections and
descriptions of anticipated cost savings or other synergies referred to therein, and any other statements contained herein, or
incorporated by reference from documents filed with the SEC by Valor, regarding the possible or assumed future results of operations
of Valor and Spinco’s businesses, the markets for Valor and Spinco’s services and products, anticipated capital expenditures,
regulatory developments, competition or the effects of the merger, and other statements contained or incorporated by reference herein
regarding matters that are not historical facts constitute forward—looking statements.

These forward-looking statements involve known and unknown risks and uncertainties that are difficult to predict. Factors that
could cause actual results to differ materially from those contemplated by the forward—looking statements include, among others, the
following factors:

» adverse changes in economic conditions, in the regions in which Valor and Spinco operate;
= the extent, timing, and overall effects of competition in the communications business;

* material changes in the communications industry generaily that could adversely affect vendor relationships with equipment and
network suppliers and customer relationships with wholesale customers;

= changes in communications technology;

* the risks associated with the integration of acquired businesses;

o the potential for adverse changes in the ratings given to Newco’s debt securities by nationally accredited ratings organizations;
= the availability and cost of financing in the corporate debt markets;

= the uncertainties related to Valor and Spinco’s strategic investments;

= the effects of work stoppages;

« the effects of litigation;

= potential outcome of income tax audits;

» the effects of federal and state legislation, rules, and regulations governing the communications industry;

< product liability and other claims asserted against Valor or Spinco; and

= those factors listed under the heading “Risk Factors.”

In addition to these factors, actual future performance, outcomes and results may differ materially because of other, more general,
factors including (without limitation) general industry and market conditions and growth rates, economic conditions, and
governmental and public policy changes.

Any forward—looking statements in this proxy statement/prospectus—information statement are not guarantees of future
performance, and actual results, developments and business decisions may differ from
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those co&r_ltemplated by those forward—-looking statements, possibly materially. Valor and Spinco disclaim any duty to update any
forward*-looking statements, all of which are expressly qualified by the statements in this section. See also “Where You Can Find
Additional Information” on page [* 1.

EXPERTS

The financial statements and the related financial statement schedule incorporated in this prospectus by reference from the Valor
Communications Group, Inc. Annual Report on Form 10-K for the year ended December 31, 2005 have been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their report (which expresses an unqualified opinion on the
financial statements and financial statement schedule and includes an explanatory paragraph referring to a change in Valor’s method
of accounting for conditional asset retirement obligations to conform to Financial Accounting Standards Board Interpretation No. 47)
which is incorporated herein by reference, and have been so incorporated in reliance upon the report of such firm given upon their
authority as experts in accounting and auditing.

The combined financial statements of the wireline division of Alltel Corporation as of December 31, 2005 and 2004 and for each
of the three years in the period ended December 31, 2005 included in this proxy statement/ prospectus—information statement have
been so included in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on
the authority of said firm as experts in accounting and auditing.

: LEGAL MATTERS

Kirkland & Ellis LLP will provide to Valor a legal opinion regarding the issuance of Valor common stock in connection with the
merger. Skadden, Arps, Slate, Meagher & Flom LLP will provide to Alltel and Spinco a legal opinion regarding certain federal
income tax matters relating to the spin—off and the merger. Kirkland & Ellis LLP will provide to Valor a legal opinion regarding
certain federal income tax matters relating to the merger.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

Valor has filed with the SEC a registration statement on Form S~4 (the “Registration Statement”) under the Securities Act to
register with the SEC the common shares to be issued in the merger. This proxy statement/prospectus—information statement, which
constitutes a part of the Registration Statement, does not contain all of the information set forth in the Registration Statement or the
exhibits and schedules filed therewith. For further information about Valor and the common shares to be issued in the merger,
reference is made to the Registration Statement and the exhibits and schedules filed therewith. Statements contained in this proxy
statement/prospectus—information statement regarding the contents of any contract or any other document that is filed as an exhibit to
the Registration Statement are not necessarily complete, and each such statement is qualified in all respects by reference to the full text
of such contract or other document filed as an exhibit to the Registration Statement,

Valor also files annual, quarterly and current reports, proxy and registration statements and other information with the SEC. You
may read and copy any reports, statements, or other information that Valor files, including the Registration Statement and the exhibits
and schedules filed therewith, without charge at the public reference room maintained by the SEC, located at 100 F Street, NE,
Washington, D.C. 20549, and copies of all or any part of the Registration Statement may be obtained from such offices upon the
payment of the fees prescribed by the SEC. Please call the SEC at 1~800—~SEC~0330 for further information about the public
reference room. The SEC also maintains an Internet web site that contains reports, proxy and information statements and other
information regarding registrants that file electronically with the SEC. The address of the site is www.sec.gov.

As allowed by SEC rules, this proxy statement/prospectus—information statement does not contain all the information you can find
in the registration statement on Form S—4 filed by Valor to register the shares of stock to be issued pursuant to the merger and the
exhibits to the registration statement. The SEC allows Valor to “incorporate by reference” information into this proxy
statement/prospectus—information statement, which means that Valor can disclose important information to you by referring you to
other documents filed separately with the SEC. The information incorporated by reference is deemed to be part of this proxy
statement/prospectus—information statement, except for any information superseded by information in this proxy
statement/prospectus—information statement. This proxy statement/prospectus—information statement incorporates by reference the
documents set forth below that Valor has previously filed with the SEC. These documents contain important information about Valor
and its financial condition.

The following Valor documents are incorporated by reference into this proxy statement/prospectus—information statement and are
deemed to be a part of this proxy statement/prospectus—information statement, except for any information superseded by information
contained directly in this proxy statement/prospectus—information statement:

* Annual Report on Form 10-K for the fiscal year ended December 31, 2005; and

« The description of Valor common stock (discussed above under the heading “Description Of Newco Capital Stock”) contained
in Valor’s Registration Statement on Form S—1 filed February 10, 2005.

All documents filed by Valor pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act from the date of this proxy
statement/prospectus—information statement to the date of the annual meeting shall also be incorporated herein by reference.

You can obtain documents incorporated by reference in this proxy statement/prospectus—information statement by requesting them
in writing, by telephone or by e-mail from the appropriate company with the following contact information:

Valor Communications Group, Inc.
201 E. John Carpenter Freeway, Suite 200
Irving, Texas 75062
Attn: William M. Qjile, Jr., Corporate Secretary
Tel: (972) 373-1000
187




Table of Contents _ f

1

If you would like to request any documents, please do so by [ * ], 2006 in order to receive them before the annual theeting.

VALOR HAS NOT AUTHORIZED ANYONE TO GIVE ANY INFORMATION OR MAKE ANY REPRESENTATION
ABOUT THE MERGER THAT IS DIFFERENT FROM, OR IN ADDITION TO, THAT CONTAINED IN THIS PROXY
STATEMENT/PROSPECTUS-INFORMATION STATEMENT OR IN ANY OF THE MATERIALS THAT ARE
INCORPORATED BY REFERENCE INTO THIS PROXY STATEMENT/PROSPECTUS-INFORMATION STATEMENT.
THEREFORE, IF ANYONE DOES GIVE YOU INFORMATION OF THIS SORT, YOU SHOULD NOT RELY ON IT. IF YOU
ARE IN A JURISDICTION WHERE OFFERS TO EXCHANGE OR SELL, OR SOLICITATIONS OF OFFERS TO EXCHANGE
OR PURCHASE, THE SECURITIES OFFERED BY THIS PROXY STATEMENT/PROSPECTUS-INFORMATION
STATEMENT ARE UNLAWFUL, OR IF YOU ARE A PERSON TO WHOM IT IS UNLAWFUL TO DIRECT THESE TYPES OF
ACTIVITIES, THEN THE OFFER PRESENTED IN THIS PROXY STATEMENT/PROSPECTUS~INFORMATION
STATEMENT DOES NOT EXTEND TO YOU.

YOU SHOULD NOT ASSUME THAT THE INFORMATION CONTAINED IN THIS PROXY
STATEMENT/PROSPECTUS-INFORMATION STATEMENT IS ACCURATE AS OF ANY DATE OTHER THAN SUCH DATE
AND NEITHER THE MAILING OF THIS PROXY STATEMENT/PROSPECTUS-INFORMATION STATEMENT NOR THE
ISSUANCE OF VALOR COMMON STOCK PURSUANT TO THE MERGER SHALL CREATE AN IMPLICATION TO THE
CONTRARY.

ALL INFORMATION CONTAINED IN THIS PROXY STATEMENT/PROSPECTUS-INFORMATION STATEMENT WITH
RESPECT TO ALLTEL OR SPINCO AND THEIR SUBSIDIARIES HAS BEEN PROVIDED BY ALLTEL. ALL INFORMATION
CONTAINED OR INCORPORATED BY REFERENCE IN THIS PROXY STATEMENT/PROSPECTUS—-INFORMATION
STATEMENT WITH RESPECT TO VALOR AND ITS SUBSIDIARIES (INCLUDING THE FINANCIAL ADVISORS TO
VALOR) HAS BEEN PROVIDED BY VALOR. NEITHER VALOR, ON THE ONE HAND, NOR SPINCO OR ALLTEL, ON THE
OTHER HAND, WARRANTS THE ACCURACY OF THE INFORMATION PROVIDED BY THE OTHER PARTY.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholder of the Wireline Division of ALLTEL Corporation:

In our opinion, the accompanying combined balance sheets and the related combined statements of operations and comprehensive
income, equity and cash flows present fairly, in all material respects, the financial position of the Wireline Division of ALLTEL
Corporation (the “Company”) at December 31, 2005 and 2004, and the results of their gperations and their cash flows for each of the
three years in the period ended December 31, 2005 in conformity with accounting principles generally accepted in the United States of
America. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits. We conducted our audits of these statements in accordance with the standards of the
Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the aundit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statément presentation. We believe that our audits
provide a reasonable basis for our opinion. '

As described in Note 2 to the combined financial statements, the Company changed its method of accounting for asset retirement
obligations as a result of adopting Statement of Financial Accounting Standards No. 143 (“SFAS No. 143”), “Accounting for Asset
Retirement Obligations” as of January 1, 2003 and as a result of adopting Financial Accounting Standards Board Interpretation No. 47
(“FIN 47), “Accounting for Conditional Asset Retirement Obligations” as of December 31, 2005. ’

/s/ PricewaterhouseCoopers LLP

Little Rock, AR
February 27, 2006
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COMBINED BALANCE SHEETS
December 31,
Unaudited

Pro Forma
2005

{Note 13) 2005 2004
. }‘(Millions)ﬂ )

U ASSETS

Current Assets
/' Cash'and short—term investments Bl i
Accounts receivable (less allowance for doubtful accounts of $14 1 and
~ §16.6, respectlvely) » - _ 3128 ; 3128 3395
~Inventories © ' * B e S o309 369 e 88
Prepaid expenses and other 336 336 16.2
. Totaleurrentassets 0ot e 39520 030890 o T 404D
Investments 2.0 2.0 k 243
Goodwill | = = . o T e IR 18T 218
Other mtanglbles 317.7 317.7 325.9
T Y | O
{ "Buildings’and improvements.
_ Wireline
. Information processiig t S i
_ Other o BT Y R T
- Underconstruction e S i ~ OKE T IR R
Total property, plant and equlpment o k o 7,343.8 5 07,3438 17,0894
© Lessaccumulated depreciation, > 000 o e o (ABR0Y T T 4380 T 4,015
Net property, plant and equnpment ‘ 2 963 6 29636 30743
Total Assets

o S IS s 13

18.3 18.3
3102 LoBl020 s 3o
6 6346 66346 6, 434 2

Current Llabllmes. '

| Cuirent maturities of long—term debt
Accounts payable

. Advance payments and customer deposits.

__Accrued taxes

*./Accrued interest -
_ Dividend payable to Parent company

i Note payable to Parent company. Sl ey H : e e
Other current liabilities 48.7 48.7 513
. Total current liabilities %77 7w v SR 43020 0 w3640 ©2029

Long-texmdebt R o B _ 238.7 2387 260.8

Deferredincome taxes. =~ w0 an S Rl i S 6806 e 6806 T 680.2

Other liabilities 157.2 157.2 139.2

. Totalliabilitles = . o 53785 . 14405 13724

Commitments and Contmgenc:es (See Note 11)

Equity (Deficit): ; S e - o g R
Cumulative forelgn currency translatlon adjustment ) ) 05 § 0.5 B 0.5
“Paid-incapital o000 e -~ {(449.3) - B . R
Parent eompany‘mvestment » o — 1,455.2 1,813.5
Retainedearnings 0 o R i 20335 18928
Total equity (deficit) (448.8) 3.489.2 3,706.8

Total Liabilities and Equity> - 0 ~ SE . N S .+ 11 he B SR it

The accompanying notes are an integral part of these combined financial statements.
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COMBINED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
For the years ended December 31, '
2005 2004 2003
_._. (Millions)

Revenues and sales:
Service revenues
Productsales . -
Total revenues and sales
Costs and ¢ expenseS' (See Note 1) L -
Cost of services (excluding deprec1atlon of $415.8, $445 1 and $451.9 in .
‘ 2005 2004 and 2003 respecnvely mcluded below) , ; o 796.1 o
Sellmg, general admmlstranve and o he r
Depreciation and amortization '
Royalty expense to Parent
Restructuring and other charges
Total costs and expenses
Operating incom -
Other income, net 3
Intercompany interest i income (expense)
Interest expense B
Gain on disposal of assets and other .
Income before income taxes
Income taxes. ' e s
Income before cumulatwe effect of accountmg change
Cumulatwe effect of accountmg change (net of inco
. (benefit) of $(4.6) in 2005 and $10.3 in 2003)
Net income (See Note 13)
Foreign i currency translation adjustment

24636 8 2533,
L 2,923.5

The accompanying notes are an integral part of these combined financial statements.

F—4




Table of Contents i

COMBINED STATEMENTS OF CASH FLOWS
For the years ended December 31,

2005 2004 2003
e e . ) I (Milhons)
Cash Provided from Operations: -~~~ [ T
Netincome | % 3 s 363 5 08
Adjustments to reconcile net income to net cash provided fromeoperations: = = . e B Y
. Cumulative effect of accounting change : ! 7.4 — -
~'};§."Deprec1atxon and amortization. a7 508.5 ..
__Provision for doubtfui accounts ' 292 383
_ Non-—cash portion of restructuring and other charges .- ' e 0.8
. Non—cash portion of gain on dlsposal of assets. — —
_. . Change in deferred incomie taxes o \ 49 “70.0
) Other, net .18 50
(40 @2
Inventy (L) 109;
,Accounts payable 36.0 (5.7
* Othercurrent liabilities: 1358 ¢ “(16.4)
Other, net (4.2) (12.3)
_ Net cash provided from operations ; 0539 o Q6D i
Cash Flows from Investing Activities: o T
.. Additions to property, plant and equipment e S5 (3529 . (3333) - (383.2)¢
__Additions to capitalized software development costs (4.0) 4.5) (7.6)
- “Additions to investments: - : e ] 202y
Proceeds from the sale of assets o — C— 370
_ Proceeds from the sale of investments ~ 0 0.1 27.6 D e
Other net 4.1 0.5 2.9
~ Net cash used in investing activities (352.7) (329.1 1{356.9)
Cash Flows from Financing Activities - ‘ , ‘ ‘
~ Dividends paid to Parent Company (233.6) L(239.1) 0 o (2324)
, Repayments of long«term debt . (221 221y (282.6)
_Reductions in advances from Parent Company- (346.7) (365:9) - (269.2) -
Net cash used in financing activities (602.4) (627.1) ( 784.2)
Effect of exchange rate changes on cash and short—term investments - N {0hH 08
Increase (decrease) in cash and short—term mvestments (1.2) 53 _ (5.3)
Cash and Short-term Investments:: By S e
Begmnmg of the year » 131 78 , 13.1
Supplemental Cash Flow Dlsclosures o
- Interest paid, net of amounts capitalized $oa 1790 008 192 $ 26.3
Income taxes paid 5 2154 $ 187.9 b 18.3

The accompanying notes are an integral part of these combined financial statements.
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COMBINED STATEMENTS OF EQUITY
For the years ended December 31,
Foreign
Currency Parent
Translation Company Retained
Adjustment Investment Earnings Totals

(O 2) 14,0389
73928

(2324
@743)

Balance atJanuary 1,2003
Net income
DividendstoParent = . o e
Net transferstoParent (27
Foreign currency translation adjustment .~~~ T gg 0
Balance at December 31 2003

Neti mcome , '
Dividends to Parent
Net transfers'to Parent + 1
Foreign currency translation adjustment :
Balance at December 31, 2004 : 18928
Net income o =
DlVldEndS tO Parent L SR D e P e e s s (233.6
Net transfers to Parent

Balance at December 31, 2005

'”$ 39256 |

_ (358 3)

The accompanying notes are an integral part of these combined financial statements.
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NOTES TO COMBINED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies:

Qrganization — The Wireline Division (the “Company”) is not a separate stand—alone legal entity and is comprised of certain
wholly—owned subsidiaries and other component operations of ALLTEL Corporation (“Alltel” or the “Parent”). No direct equity
ownership interest exists among the individual subsidiaries or other component operations that comprise the Wireline Division. The
Company provides wireline local, long—distance, network access, and Internet services to residential and business customers. A
subsidiary, ALLTEL Publishing Corporation (“ALLTEL Publishing”), publishes telephone directories for affiliates and other
independent telephone companies. The Company also warehouses and sells telecommunications equipment to subsidiaries of the
Company and to other non—affiliated communications companies in related industries. In addition, the Company provides billing,
customer care and other data processing and outsourcing services to telecommunications companies. (See Note 12 for additional
information regarding the Company’s business segments.)

Basis of Presentation — The accompanying combined financial statements present the financial position, results of operations and
cash flows of the Company in contemplation of a spin—off of the business and merger with Valor Communications Group, Inc.
(“Valor”) as more fully discussed in Note 13. The Company is a fully integrated business of Alltel; consequently these financial
statements have been dérived from the consolidated financial statements and accounting records of Alltel, using the historical results
of operations and historical basis of assets and liabilities of the Company. The financial statements include the accounts of Alitel’s
wholly—owned subsidiaries and certain other accounts that comprise the Company. Investments in less than 20 percent owned entities
and in which the Company does not exercise significant influence over operating and financial policies are accounted for under the
cost method. All intercompany transactions, except those with certain affiliates described below, have been eliminated in the
combined financial statements. Certain prior year amounts have been reclassified to conform to the 2005 financial statement
presentation.

Service revenues consist of wireline local service, network access, Internet access, long—distance and miscellaneous wireline
operating revenues and telecommunications information services processing revenues. Product sales primarily consist of the directory
publishing opgrations and sales of communications equipment. Cost of services include the costs related to completing calls over the
Company’s telecommunications network, including access, interconnection and toll charges paid to other carriers, as well as the costs
to operate and maintain the network. Additionally, cost of services includes the costs to provide telecommunications information
services, bad debt expense and business taxes.

Related Party Transactions — Certain services such as information technology, accounting, legal, tax, marketing, engineering,
and risk and treasury management were provided to the Company by the Parent. Expenses which were paid by the Parent on behalf of
the Company have been allocated based on actual direct costs incurred. Where specific identification of expenses was not practicable,
the cost of such services was allocated based on the most relevant allocation method to the service provided, either net sales of the
Company as a percentage of net sales of the Parent, total assets of the Company as a percentage of total assets of the Parent, or
headcount of the Company as a percentage of headcount of the Parent. Total expenses allocated to the Company were $300.5 million
in 2005, $278.9 million in 2004 and $299.6 million in 2003. The costs of these services charged to the Company and the allocated
liabilities assigned to the Company are not necessarily indicative of the costs and liabilities that would have been incurred if the
Company had performed these functions as a stand—alone entity. However, management believes that methods used to make such
allocations are reasonable and costs of these services charged to the Company are reasonable representations of the costs that would
have been incurred if the Company had performed these functions as a stand—alone company.

The Company maintains a licensing agreement with The ALLTEL Kansas Limited Partnership, an Alltel affiliate, under which the
Company’s incumbent local exchange carrier (“ILEC”) subsidiaries are charged a royalty fee for the use of the Alltel brand name in
marketing and distributing telecommunications
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NOTES TO COMBINED FINANCIAL STATEMENTS — (Continued) |

products and services. The amount of the royalty fee charged is computed by multiplying the ILEC subsidiaries’ annual revenues and
sales by 12.5 percent. !

Transfers with Alltel affiliates of property, plant and equipment and capitalized software development costs are recorded at net
book value on the date of transfer. During 2003, the Company transferred to Alltel affiliates certain capitalized software development
costs of $5.3 million.

The Company participates in the centralized cash management practices of Alitel. Under these practices, cash balances are ,
transferred daily to Alltel bank accounts. The Company obtains interim financing from the Parent to fund its daily cash requirements
and invests short—term excess funds with Alltel. The Company earns interest income on receivables due from the Parent and is
charged interest expense for payables due to the Parent. The interest rates charged on payables to the Parent were 6.1 percent in 2005,
6.8 percent in 2004 and 6.9 percent in 2003. Interest rates earned on receivables from the Parent were 3.5 percent in 2005, 1.6 percent
in 2004 and 1.3 percent in 2003. At December 31, 2005 and 2004, the Company had a net payable to the Parent which is included in
the Parent Company Investment in the accompanying combined balance sheets and statements of equity, because such amounts have
been considered contributed by the Parent to the Company. The Company’s cash and short-term investments held at the Alitel level
were not allocated to the Company in the combined financial statements. Cash and short—term investments reflected in the combined
financial statements represents only those amounts held at the Company level. Debt reflected in the combined financial statements )
represents only those debentures and notes that were directly issued by subsidiaries of the Company. (See Note 4). No other debt has
been allocated by the Parent to the Company’s balance sheet. See “Transactions With Certain Affiliates” below for a discussion of
additional related party transactions. '

Use of Estimates — The preparation of financial statements, in accordance with accounting principles generally accepted in the
United States, requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues
and expenses and disclosure of contingent assets and liabilities. The estimates and assumptions used in the accompanying combined
financial statements are based upon management’s evaluation of the relevant facts and circumstances as of the date of the financial
statements. Actual results may differ from the estimates and assumptions used in preparing the accompanying combined financial
statements, and such differences could be material.

Regulatory Accounting — The Company’s ILEC operations, except for certain operations acquired in Kentucky in 2002 and
Nebraska in 1999, follow the accounting for regulated enterprises prescribed by Statement of Financial Accounting Standards
(“SFAS”) No. 71, “Accounting for the Effects of Certain Types of Regulation.” This accounting recognizes the economic effects of
rate regulation by recording costs and a return on investment as such amounts are recovered through rates authorized by regulatory
authorities. Accordingly, SFAS No. 71 requires the Company’s ILEC operations to depreciate wireline plant over the useful lives
approved by regulators, which could be different than the useful lives that would otherwise be determined by management.

SFAS No. 71 also requires deferral of certain costs and obligations based upon approvals received from regulators to permit recovery
of such amounts in future years. Criteria that would give rise to the discontinuance of SFAS No. 71 include (1) increasing competition
restricting the wireline subsidiaries’ ability to establish prices to recover specific costs and (2) significant changes in the manner in
which rates are set by regulators from cost—based regulation to another form of regulation. The Company reviews these criteria on a
quarterly basis to determine whether the continuing application of SFAS No. 71 is appropriate. In assessing the continued applicability
of SFAS No. 71, the Company monitors the following:

» Level of competition in its markets. To date, competition has not had a significant adverse effect on the operating results of the
Company’s ILEC subsidiaries, primarily because these subsidiaries provide wireline telecommunications services in mostly rural
areas. To date, ILEC subsidiaries have not been required to discount intrastate service rates in response to competitive pressures.

« Level of revenues and access lines currently subject to rate—of-return regulation or which could revert back to rate—of~return
regulation in the future. For the ILEC subsidiaries that follow SFAS No. 71, all interstate revenues are subject to rate~of-return
regulation. The majority of the ILEC subsidiaries’
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NOTES TO COMBINED FINANCIAL STATEMENTS — (Continued)

' !
remaining intrastate revenues are either subject to rate—of~return regulation or could become subject to rate—of-return regulation
upon election by the Company, subject in certain cases to approval by the state public service commissions.

» Level of profitability of the ILEC subsidiaries. Currently, the prices ‘charged to customers for interstate and intrastate services
continue to be sufficient to recover the specific costs of the ILEC subsidiaries in providing these services to customers.
'

. ]

While the Company believes that the application of SFAS No. 71 continues to be appropriate, it is possible that changes in
regulation, legislation or competition could result in the Company’s ILEC operations no longer qualifying for the application of
SFAS No. 71 in the near future. If the Company’s ILEC operations no longer qualified for the application of SFAS No. 71, the
accounting impact to the Company would be an extraordinary non—cash credit to operations. The non—cash credit would consist
primarily of the reversal of the regulatory liability for cost of removal included in acgumulated depreciation, as further discussed
below, which amounted to $156.9 million and $147.9 million as of December 31, 2005 and 2004, respectively. The Company does not
expect to record any impairment charge related to the carrying value of its ILEC plant. Upon discontinuance of SFAS No. 71, the
Company would be required to revise the lives of its property, plant and equipment to reflect the estimated useful lives of the assets. |
The Company does not expect any revisions in asset lives to have a material adverse effect on its ILEC operations. In accordance with
federal and state regulations, depreciation expense for the Company’s ILEC operations has historically included an additional
provision for cost of removal.

The additional cost of removal provision does not meet the recognition and measurement principles of an asset retirement
obligation under SFAS No. 143, “Accounting for Asset Retirement Obligations.” In December 2002, the Federal Communications
Commission (“FCC”) notified ILEC carriers that they should not adopt the provisions of SFAS No. 143 unless specifically required by
the FCC in the future. As a result of the FCC ruling, the Company continues to record a regulatory liability for cost of removal for its
ILEC operations that follow the accounting prescribed by SFAS No. 71.

Transactions with Certain Affiliates — The Company’s product distribution operations sell equipment to the affiliated ILEC
operations ($134.4 million in 2005, $85.9 million in 2004 and $123.7 million in 2003). The cost of equipment sold to the ILEC
operations is included, principally, in wireline plant in the combined financial statements. ALLTEL Publishing contracts with the
ILEC subsidiaries to provide directory publishing services which inclade the publication of a standard directory at no charge.
ALLTEL Publishing bills the wireline subsidiaries for services not covered by the standard contract ($7.6 million in 2005,
$7.0 million in 2004 and $7.3 million in 2003). Wireline revenues and sales include directory royalties received from ALLTEL
Publishing ($35.8 million in 2005, $40.1 million in 2004 and $42.9 million in 2003) and amounts billed to other affiliates of the
Company ($45.0 million in 2005, $51.7 million in 2004 and $51.3 million in 2003) for interconnection and toll services. These
intercompany transactions involving the ILEC operations (excluding the acquired operations in Kentucky and Nebraska) have not
been eliminated because the revenues received from the affiliates and the prices charged by the communications products and
directory publishing operations are priced in accordance with FCC guidelines and are recovered through the regulatory process.

Cash and Short—term Investments — Cash and short—term investments consist of highly liquid investments with original
maturities of three months or less.

Accounts Receivable — Accounts receivable consist principally of trade receivables from customers and are generally unsecured
and due within 30 days. Expected credit losses related to trade accounts receivable are recorded as an allowance for doubtful accounts
in the combined balance sheets. In establishing the allowance for doubtful accounts, the Company considers a number of factors,
including historical collection experience, aging of the accounts receivable balances, current economic conditions, and a specific
customer’s ability to meet its financial obligations to the Company. When internal collection efforts on accounts have been exhausted,
the accounts are written off by reducing the allowance for doubtful accounts. Concentration of
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credit risk with respect to accounts receivable is limited because a large number of geographically diverse customers make up the
Company’s customer base, thus spreading the credit risk.

Inventories — Inventories are stated at the lower of cost or market value. Cost is determined using either an average original cost
or specific identification method of valuation.

Investments — Investments in Rural Telephone Bank (“RTB”) Class C stock were reported at cost due to the lack of a readily
available market price. During December 2005, the Company transferred its investment in RTB Class C stock to the Parent. The
Company received dividend income of $11.4 million in 2005, $11.8 million in 2004 and $5.6 million in 2003 related to its investment
in the RTB Class C stock, which is included in other income, net in the accompanying statements of income. All other investments are
accounted for using the cost method. Investments were as follows at December 31:

2005 2004

Investments in Rural Telephone Bank Class Cstock . 0
Othgr cost i‘r‘lvestjments‘ ‘

Goodwill and Qther Intangible Assets — Goodwill represents the excess of cost over the fair value of net identifiable tangible and
intangible assets acquired through various business combinations. The Company has acquired identifiable intangible assets through its
acquisitions of interests'in various wireline properties. The cost of acquired entities at the date of the acquisition is allocated to
identifiable assets, and the excess of the total purchase price over the amounts assigned to identifiable assets is recorded as goodwill.
In accordance with SFAS No. 142, “Goodwill and Other Intangible Assets,” goodwill is to be assigned to a company’s reporting units
and tested for impairment annually using a consistent measurement date, which for the Company is January 1st of each year. The
impairment test for goodwill requires a two—step approach, which is performed at a reporting unit level. Step one of the test identifies
potential impairments by comparing the fair value of a reporting unit to its carrying amount. Step two, which is only performed if the
fair value of a reporting unit is less than its carrying value, calculates the impairment loss as the difference between the carrying
amount of the reporting unit’s goodwill and the implied fair value of that goodwill. The Company completed step one of the annual
impairment reviews of goodwill for 2005, 2004 and 2003 and determined that no write-down in the carrying value of goodwill for
any of its reporting units was required. For purposes of completing the annual impairment reviews, fair value of the reporting units
was determinéd utilizing a combination of the discounted cash flows of the reporting units and calculated market values of comparable
public companies.

The Company’s indefinite~lived intangible assets consist of wireline franchise rights in the state of Kentucky acquired in August
2002. The Company determined that the wireline franchise rights met the indefinite life criteria outlined in SFAS No. 142, because the
Company expects both the renewal by the granting authorities and the cash flows generated from these intangible assets to continue
indefinitely. The Company’s intangible assets with finite lives are amortized over their estimated useful lives, which are 10 years for
customer lists and 15 years for franchise rights. SFAS No. 142 also requires intangible assets with indefinite lives to be tested for
impairment on an annual basis, by comparing the fair value of the assets to their carrying amounts. For purposes of completing the
annual impairment reviews, the fair value of the wireline franchise rights was determined based on the discounted cash flows of the
acquired operations in Kentucky. Upon completing the annual impairment reviews of its wireline franchise rights for 2005, 2004 and
2003, the Company determined that no write-down in the carrying value of these assets was required.

Property, Plant and Equipment — Property, plant and equipment are stated at original cost. Wireline plant consists of aerial and
underground cable, conduit, poles, switches and other central office and transmission—related equipment. Information processing plant
consists of data processing equipment, purchased software and internal use capitalized software development costs. Other plant
consists of furniture,
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fixtures, vehicles, machinery and equipment. The costs of additions, replacements and substantial improvements, including related
labor costs, are capitalized, while the costs of maintenance and repairs are expensed as incurred. For the Company’s non—regulated
operations, when depreciable plant is rétired or otherwise disposed of,, the related cost and accumulated depreciation are deducted
from the plant accounts, with the corresponding gain or loss reflected in operating results. The Company’s ILEC operations utilize
group composite depreciation. Under this method, when plant is retired, the original cost, net of salvage value, is charged against
accumulated depreciation, and no gain or loss is recognized on the disposition of the plant. Depreciation expense amounted to
$466.0 million in 2005, $500.4 million in 2004 and $511.0 million in 2003. | :

Depreciation for financial reporting purposes is computed using the stralght—lme method over the following estimated useful lives:

Depreciable
. Lives
Buildings and improvements 5—50 years .
Wireline \ 5—56 years
Information processing . 3—16 years
Other 3-23 years

The Company capitalizes interest in connection with the acquisition or construction of plant assets. Capitalized interest is included
in the cost of the asset with a corresponding reduction in interest expense. Capitalized interest amounted to $2.6 million in 2005,
$2.9 million in 2004 and $3.2 million in 2003.

Capitalized Software Development Costs — Software development costs incurred in the application development stage of internal
use software are capitalized and recorded in information processing plant in the accompanying combined balance sheets.
Modifications and upgrades to internal use software are capitalized to the extent such enhancements provide additional functionality.
Software maintenance and training costs are expensed as incurred. Internal use software is amortized over periods ranging from three
to ten years.

Impairment of Long—Lived Assets — Long-lived assets and intangible assets subject to amortization are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying value of the asset may not be recoverable from future,
undiscounted net cash flows expected to be generated by the asset. If the asset is not fully recoverable, an impairment loss would be
recognized for the difference between the carrying value of the asset and its estimated fair value based on discounted net future cash
flows or quoted market prices. Assets to be disposed of that are not classified as discontinued operations are reported at the lower of
their carrying amount or fair value less cost to sell. |

Parent Company Investment — The Company has obtained financing for its day—to—day operations from the Parent. Parent
Company Investment includes the Parent’s equity investment in the Company and net amounts due to the Parent, because such
amounts have been considered contributed by the Parent to the Company.

Foreign Currency Translation Adjustment — During 2004 and 2003, the Company provided data processing and outsourcing
services to international telecommunications companies. For these foreign operations, assets and liabilities are translated from the
applicable local currency to U.S. dollars using the current exchange rate as of the balance sheet date. Revenue and expense accounts
are translated using the weighted average exchange rate in effect during the period. Foreign currency transaction gains and losses are
recognized in income as incurred. The Company accounts for unrealized gains or losses on its foreign currency translation adjustments
in accordance with SFAS No. 130, “Reporting Comprehensive Income,” which required the adjustments to be recorded as a separate
component of equity.

Revenue Recognition — Communications revenues are primarily derived from providing access to or usage of the Company’s
networks and facilities. Wireline local access revenues are recognized over the period that the correspondmg services are rendered to
customers. Revenues derived from other telecommunications
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services} including interconnection, long—distance and custom calling feature revenues are recognized monthly as services are
provided. Due to varying customer billing cycle cut—off times, the Company must estimate service revenues earned but not yet billed
at the end of each reporting period. Included in accounts receivable are unbilled receivables related to communications revenues of
$21.1 million and $24.9 million at December 31, 2005 and 2004, respectively. Sales of communications products including customer
premise equipment and accessories are recognized when products are delivered to and accepted by customers.

ALLTEL Publishing recognizes directory publishing and advertising revenues and related directory costs when the directories are
published and delivered. For directory contracts with a secondary delivery obligation, ALLTEL Publishing defers a portion of its
revenues and related directory costs until secondary delivery occurs. Included in accounts receivable are unbilled receivables related to
directory advertising revenues earned but not yet billed of $60.7 miltion and $64.0 million at December 31, 2005 and 2004,
respectively. The royalties paid by ALLTEL Publishing to the Company’s ILEC subsidiaries (excluding the acquired operations in
Kentucky and Nebraska) are recognized as revenue over the life of the corresponding contract, which is generally twelve months.

Telecommunications information services revenues are recognized in accordance with the American Institute of Certified Public
Accountants’ Statement of Position (“SOP”) 97-2 “Software Revenue Recognition” and SOP 98—9 “Modification of SOP 97-2,
Software Revenue Recognition, With Respect to Certain Transactions.” Data processing revenues are recognized as services are
performed. When the arrangement with the customer includes significant production, modification or customization of the software,
the Company uses contract accounting, as required by SOP 97-2. For those arrangements accounted for under SOP 81-1 “Accounting
for Performance of Construction~Type and Certain Production-Type Contracts,” the Company uses the percentage—of—completion
method. Under this method, revenue and profit are recognized throughout the term of the contract, based upon estimates of the total
costs to be incurred and revenues to be generated throughout the term of the contract. Changes in estimates for revenues, costs and
profits are recognized in the period in which they are determinable. When such estimates indicate that costs will exceed future
revenues and a loss on the contract exists, a provision for the entire loss is then recognized. Included in accounts receivable are
unbilled receivables related to telecommunications information services revenues of $1.5 million and $4.0 million at December 31,
2005 and 2004, respectively.

Advertising — Advertising costs are expensed as incurred. Advertising expense totaled $25.1 million in 2005, $23.8 million in
2004 and $23.7 million in 2003.

Stock—Based Compensation — The Company accounts for stock-~based employee compensation in accordance with the
recognition and measurement principles of Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to
Employees” and related interpretations. For fixed stock options granted under the Parent’s stock—based compensation plans, the
exercise price of the option equals the market value of Alltel’s common stock on the date of grant. Accordingly, no compensation
expense has been recognized by the Company in the accompanying combined statements of income for any of the fixed options
granted. Had compensation costs for the fixed options granted been determined based on the basis of the fair value of the awards at the
date of grant, consistent with the methodology prescribed by SFAS No. 123, “Accounting for Stock-Based Compensation,” the
Company’s net income would have been reduced to the following pro forma amounts for the years ended December 31:

2005 2004 2003
i, (Millions)
came as reporte: , $ 3743 . 8 383

* Deduct stock—based employee compensatibh éxpense determined under fair
value method for all awards, net of related tax effects

Pro formanet income

(4.1)
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The pro forma amounts presented above may not be representative of the future effects on reported net income that will result
from the future granting of stock options, since the pro forma compensation expense is allocated over the periods in which options
become exercisable, and new option awards may be granted each year.

On December 16, 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123(R), “Share—Based Payment,”
which is a revision of SFAS No. 123 and supercedes APB Opinion No. 25. SFAS No. 123(R) requires all share—based payments to
employees, including grants of employee stock options, to be valued at fair value on the date of grant, and to be expensed over the
applicable vesting period. Pro forma disclosure of the income statement effects of share—based payments is no longer an alternative. In
addition, companies must also recognize compensation expense related to any awards that are not fully vested as of the effective date.
Compensation expense for the unvested awards will be measured based on the fair value of the awards previously calculated in
developing the pro forma disclosures in accordance with the provisions of SFAS No. 123. Upon adoption of the standard on January 1,
2006, the Company will follow the modified prospective transition method and expects to value its share—based payment transactions
using a Black—Scholes valuation model. Under the modified prospective transition method, the Company will recognize compensation
cost in its consolidated financial statements for all awards granted after January 1, 2006 and for all existing awards for which the
requisite service has not been rendered as of the date of adoption. Prior period operating results will not be restated. At December 31,
2005, the total unamortized compensation cost for nonvested stock option awards amounted to $9.4 million and is expected to be
recognized over a weighted average period of 3 years. The pro forma compensation expense for 2005 reflected in the table above is
expected to approximate the effect of the adoption of SFAS No. 123(R) on the Company’s future reported consolidated results of
operations. '

Income Taxes — Income taxes are calculated on a separate return basis and are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax balances are adjusted
to reflect tax rates, based on currently enacted tax laws, which will be in effect in the years in which the temporary differences are
expected to reverse. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the results of operations in
the period that includes the enactment date. For the Company’s regulated operations, the adjustment in deferred tax balances for the
change in tax rates is reflected as regulatory assets or liabilities. These regulatory assets and liabilities are amortized over the lives of
the related depreciable asset or liability concurrent with recovery in rates. A valuation allowance is recorded to reduce the carrying
amounts of deferred tax assets unless it is more likely than not that such assets will be realized.

2. Accounting Changes:

Change jn Accounting Estimate — Effective September 1, 2005 and July 1, 2005, the Company prospectively reduced
depreciation rates for its ILEC operations in Florida, Georgia and South Carolina to reflect the results of studies of depreciable lives
completed by the Company in the second quarter of 2005. The depreciable lives were lengthened to reflect the estimated remaining
useful lives of the wireline plant based on the Company’s expected future network utilization and capital expenditure levels required
to provide service to its customers. The effects of this change during the year ended December 31, 2005 resulted in a decrease in
depreciation expense of $21.8 million and increase in net income of $12.8 million. Effective April 1, 2004, the Company
prospectively reduced depreciation rates for its ILEC operations in Nebraska, reflecting the results of a triennial study of depreciable
lives completed by the Company in the second quarter of 2004, as required by the Nebraska Public Service Commission. The effects
of this change during the year ended December 31, 2004 resulted in a decrease in depreciation expense of $19.1 million and increase
in net income of $11.4 million.

Change in Accounting Principle — During the fourth quarter of 2005, the Company adopted FASB Interpretation No. 47,
“Accounting for Conditional Asset Retirement Obligations” (“FIN 47"). The
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Company evaluated the effects of FIN 47 on its operations and determined that, for certain buildings containing asbestos, the
Company is legally obligated to remediate the asbestos if the Company were to abandon, sell or otherwise dispose of the buildings. In:
addition, for its acquired Kentucky and Nebraska wireline operations not subject to SFAS No. 71, the Company is legally obligated to
properly dispose of its chemically—treated telephone poles at the time they are removed from service. In accordance with federal and
state regulations, depreciation expense for the Company’s wireline operations that follow the accounting prescribed by SFAS No. 71
have historically included an additional provision for cost of removal, and accordingly, the adoption of FIN 47 had no impact to these
operations. The cumulative effect of this change in 2005 resulted in a non—cash charge of $7.4 million, net of income tax benefit of
34.6 million, and was included in net income for the year ended December 31, 2005. '

On a pro forma basis assuming the change in accounting for conditional asset retirement obligations had been applied
retrospectively for all periods presented, the liability for conditional asset retirement obligations would have been as follows:

N ‘ (Millions)
Balance,asof = s
. January 1,2003 ‘ $ 128
. December31,;2003 = . - G 02 S 8132
 December 31, 2004 | - 5 137
. December31, 2005 . = o . 140

Effective January 1, 2005, the Company changed its accounting for operating leases with scheduled rent increases. Certain of the
Company’s operating lease agreements for office and retail locations include scheduled rent escalations during the initial lease term
and/or during succeeding optional renewal periods. Previously, the Company had not recognized the scheduled increases in rent
expense on a straight-line basis in accordance with the provisions of Statement of Financial Accounting Standards No. 13,
“Accounting for Leases” and Financial Accounting Standards Board Technical Bulletin No. 853, “Accounting for Operating Leases
with Scheduled Rent Increases.” The effects of this change, which are included in cost of services expense, were not material to the
Company’s previously reported combined results of operations, financial position or cash flows.

Except for certain ILEC operations as further discussed below, the Company adopted SFAS No. 143, “Accounting for Asset
Retirement Obligations,” effective January 1, 2003. SFAS No. 143 addresses financial accounting and reporting for obligations
associated with the retirement of tangible long—lived assets and the associated asset retirement costs. This standard applies to legal
obligations associated with the retirement of long—lived assets that result from the acquisition, construction, development, or normal
use of the assets. SFAS No. 143 requires that a liability for an asset retirement obligation be recognized when incurred and reasonably
estimable, recorded at fair value, and classified as a liability in the balance sheet. When the liability is initially recorded, the entity
capitalizes the cost and increases the carrying value of the related long—lived asset. The liability is then accreted to its present value
each period, and the capitalized cost is depreciated over the estimated useful life of the related asset. At the settlement date, the entity
will settle the obligation for its recorded amount and recognize a gain or loss upon settlement. The Company has evaluated the effects
of SFAS No. 143 on its operations and has determined that, for telecommunications and other operating facilities in which the
Company owns the underlying land, the Company has no contractual or legal obligation to remediate the property if the Company
were to abandon, sell or otherwise dispose of the property. Certain of the Company’s lease agreements for office locations require
restoration of the leased site upon expiration of the lease term. Accordingly, the Company is subject to asset retirement obligations
associated with these leased facilities under the provisions of SFAS No. 143. The application of SFAS No. 143 to the Company’s
leased office locations did not have a material impact on the Company’s combined results of operations, financial position, or cash
flows as of and for the year ended December 31, 2003.
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As previously discussed, in accordance with federal and state regulations, depreciation expense for the Company’s ILEC
operations has historically included an additional provision for cost of removal. The additional cost of removal provision does not
meet the recognition and measurement principles of an asset retirement obligation under SFAS No. 143. In December 2002, the FCC
notified ILECs that they should not adopt the provisions of SFAS No. 143 unless specifically required by the FCC in the future. As a
result of the FCC ruling, the Company continues to record a regulatory liability for cost of removal for its ILEC operations that follow
the accounting prescribed by SFAS No. 71. '

‘ ]

For the acquired Kentucky and Nebraska ILEC operations not subject to SFAS No. 71, effective January 1, 2003, the Company
ceased recognition of the cost of removal provision in depreciation expense and eliminated the cumulative cost of removal included in
accumulated depreciation. The effect of these changes in 2003 was to decrease depreciation expense by $6.4 million and increase
income before cumulative effect of accounting change by $4.0 million. The cumulative effect of retroactively applying these changes
to periods prior to January 1, 2003, resulted in a non—cash credit of $15.6 million, net of income tax expense of $10.3 million, and was
included in net income for the year ended December 31, 2003.

3.  Goodwill and Other Intangible Assets:
!

The carrying amount of goodwill by business segment was unchanged during the two year period ended December 31, 2005 and’
was as follows:

Product
Wireline Distribution Totals
(Millions)
Balance at December 31, 2005 and 2004 $ 12184 3 0.3 $ 12187

At December 31, 2005 and 2004, the carrying value of the indefinite-lived wireline franchise rights in the state of Kentucky
acquired in 2002 was $265.0 million.

Intangible assets subject to amortization were as follows at December 31:

2005
Net
Gross Accumulated Carrying
Cost Amortization Value
Cusiomior i 7 B soersl sl aes
Franchiserights e 225 2 (dedHh 6L
2004
Net
Gross Accumulated Carrying
Cost Amortization Value
Customer lists. 1 % 676 8 (143) & 533
Franchise rights 25 49 76

gt 292  &...809

Intangible assets subject to amortization are amortized on a straight—line basis over their estimated useful lives, which are 10 years
for customer lists and 15 years for franchise rights. Amortization expense for intangible assets subject to amortization was
$8.2 million in 2005, $8.1 million in 2004 and $8.4 million in 2003. Amortization expense for intangible assets subject to amortization
is estimated to be $8.2 million in each of the years 2006 through 2009 and $6.8 million in 2010.
F-15




Iable of Contents

NOTES TO COMBINED FINANCIAL STATEMENTS — (Continued)

4. Debt:

Long--term debt was as follows at December 31:
' 2003 2004
. (Millions) ...

Issued by subsidiaries of the Company: =+ =
Debentures and notes, without collateral: , o
'+« ALLTEL Communications Holdings of the Midwest, Inc. — 6.75%, due April1,2028  §
_ ALLTEL Georgia Communications Corp. — 6.50%, due November 15,2013
. ALLTEL'New York, Inc. — 9.14% to 9.55%, due August 1, 2009 and October 1,2011 =~ =

.. ALLTEL Pennsylvania, Inc. — 9. 07%, due November 1, 2011
L Georgla ALLTEL, Telecom, Inc. — 8.05% to 8.17%, due October 1, 2009 and 2014

~ Discount on long-tenndebt g £

_ Less current maturities © e et (__2_1) '(22-“;;.'
Total long—term debt Nk a—I

Certain of the indentures provide, among other things, for various restrictions on the subsidiaries’ payment of dividends to the
Parent and redemption of the subsidiaries’ capital stock. The subsidiaries are also required to maintain defined amounts in member’s
equity and working capital after the payment of dividends. Retained earnings of the subsidiaries restricted as to the payment of
dividends to the Parent were $55.5 million at December 31, 2005.

Maturities and sinking fund requirements for the four years after 2005 for long—term debt outstanding as of December 31, 2005,
were $22.1 m;lllon $23.5 million, $23.6 million and $16.4 million, respectively.

5.  Financial Instruments:

The Company’s financial instruments consist primarily of cash and short—term investments, accounts receivable, trade accounts
payable and long—~term debt. The carrying amount of cash and short—term investments, accounts receivable and trade accounts payable
was estimated by management to approximate carrying value due to the relatively short period of time to maturity for those
instruments. The fair values of the Company’s long—term debt, including current maturities, was estimated to be approximately
$281.1 million and $327.7 million at December 31, 2005 and 2004, respectively, compared to a carrying value of $260.8 million and
$282.9 million at December 31, 2005 and 2004, respectively. The fair value estimates were based on a discounted cash flow of the
outstanding long—term debt using the weighted maturities and interest rates currently available in the long—term financing markets.

6. Employee Benefit Plans and Postretirement Benefits Other Than Pensions:

The Parent maintains a qualified defined benefit pension plan, which covers substantially all employees of the Company. Prior to
January 1, 2005, employees of ALLTEL Publishing did not participate in the plan. In
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December 2005, the qualified defined benefit pension plan was amended such that future benefit accruals for all eligible
nonbargaining employees ceased as of December 31, 2005 (December 31, 2010 for employees who had attained age 40 with two years
of service as of December 31, 2005). Expenses recorded by the Company related to the pension plan amounted to $15.1 million in
2005, $11.3 million in 2004 and $16.4 million in 2003. These expenses are included in cost of services and selling, general and
administrative expenses in the combined statements of operations and comprehensive income. No allocation of the Company’s share
of the pension plan’s assets or liabilities have been included in the accompanying combined balance sheets because the amounts have
yet to be actuarially determined.

The Company’s Parent has a non—contributory defined contribution plan in the form of profit—sharing arrangements for eligible
employees, except bargaining unit employees. The amount of profit—sharing contributions to the plan is determined annually by
Alitel’s Board of Directors. Profit—sharing expense amounted to $4.4 million in 2005, $3.9 million in 2004 and $4.5 million in 2003,
The Company’s Parent also sponsors employee savings plans under section 401(k) of the Internal Revenue Code, which cover
substantially all fuli-time employees, except bargaining unit employees. Employees may elect to contribute to the plans a portion of
their eligible pretax compensation up to certain limits as specified by the plans. Alitel also makes annual contributions to the plans.
Expense recorded by the Company related to these plans amounted to $1.3 million in both 2005 and 2004 and $1.5 million in 2003.
The expenses charged to the Company related to the profit—sharing and 401(k) plans are included in cost of services and selling,
general and administrative expenses in the combined statements of operations and comprehensive income.

The Company also provides postretirement healthcare and life insurance benefits for eligible employees of the Company.
Employees share in the ‘cost of these benefits. The Company funds the accrued costs of the postretirement benefit plan as benefits are
paid. The components of postretirement expense were as follows for the years ended December 31:

Postretirement Benefits
2005 2004 2003
~ (Millions)

Benefits earned during the year

Interest cost on benefit obligation 1 10.2
Amortization of prior service (credit) cost” - ‘1.5 -15
Recognized net actuarialloss 40 6.2
Effects of Medicare subsidy .+ 2) —

Expectedretumonplanassets
Total postretirement benefitexpense . =~

The Company uses a December 31 measurement date for its postretirement benefit plan. The discount rate used to measure
postretirement expense was 6.00%, 6.40% and 6.85% for the years ended December 31, 2005, 2004 and 2003, respectively. The
discount rate used to measure the projected benefit obligation was 5.70% at December 31, 2005 and 6.00% at December 31, 2004,
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A summary of plan assets, projected benefit obligation and funded status of the plans were as follows at Décember 31: '
Postretirement
Benefits
2005 2004
(Milli_g)_ns)

Fair value of plan assets at beginning of year =~ & o0
Employer contributions

Actual return on plan assets

Benefits paid

Fair value of plan assets at end of year. . O e e
Projected benefit obllgatmn at begmnmg of year e

Benefits earned | : L R

Interest cost on pro'ected beneﬁt obllgat'on

Plan amendments : e

Effects of Medicare subs1dy

Actuarial (gain) loss 58 0
Benefitspaid =~ . oo ST -,___@ -
Projected benefit obligation atendof year o o o g
Plan assets less than projected beneﬁt oblxgatlon , - (171.7)
Unrecognized actuanal loss | o e 697

Net amount recognized ' =
Amounts recogmzed in the consolldated balance sheet: o

For the year ended December 31, 2005, a one percent increase in the assumed healthcare cost trend rate would increase the
postretirement benefit cost by approximately $1.0 million, while a one percent decrease in the rate would reduce the postretirement
benefit cost by approximately $0.8 million. As of December 31, 2005, a one percent increase in the assumed healthcare cost trend rate
would increase the postretirement benefit obligation by approximately $20.2 million, while a one percent decrease in the rate would
reduce the postretirement benefit obligation by approximately $16.9 million.
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Estimated future employer contributions and benefit payments were as follows as of December 31, 2005:

Peostretirement
Benefits
(Milliens)

Expected employer contributions for 20065
Expected benefit payments:
L2006 b
L2007
22008
2000
EeNT0
2011 —2015
Expected subsidy:
... 2006
L2007

i

Under the Medicare Prescription Drug, Improvement and Modernization Act of 2003, (the “Act”) beginning in 2006, the Act will
provide a prescription drug benefit under Medicare Part D, as well as a federal subsidy to plan sponsors of retiree healthcare plans that
provide a prescription drug benefit to their participants that is at least actuarially equivalent to the benefit that will be available under
Medicare. The amount of the federal subsidy will be based on 28 percent of an individual beneficiary’s annual eligible prescription
drug costs ranging between $250 and $5,000. On May 19, 2004, the FASB issued Staff Position No. 106-2, “Accounting and
Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 2003” (“FSP
No. 106—2"). FSP No. 1062 clarified that the federal subsidy provided under the Act should be accounted for as an actuarial gain in
calculating the accumulated postretirement benefit obligation and annual postretirement expense. As of December 31, 2004, the
Department of Health and Human Services had yet to issue final regulations on the determination of actuarial equivalence and the
federal subsidy. Based on its current understanding of the Act, the Company determined that a substantial portion of the prescription
drug benefits provided under its postretirement benefit plan would be deemed actuarially equivalent to the benefits provided under
Medicare Part D. Effective July 1, 2004, the Company prospectively adopted FSP No. 106—2 and remeasured its accumulated
postretirement benefit obligation as of that date to account for the federal subsidy, the effects of which resulted in an $14.2 million
reduction in the Company’s accumulated postretirement benefit obligation and a $2.2 million reduction in the Company’s 2004
postretirement expense. On January 21, 2005, the Department of Health and Human Services issued final federal regulations related to
the federal subsidy. These final rules did not have a material effect on the Company’s benefit costs or accumulated postretirement
benefit obligation.

7. Stock-Based Compensation Plans:

Under the Parent’s stock—based compensation plans, the Parent may grant fixed and performance—based incentive and
non—qualified Alltel stock options, restricted stock and other equity securities of Alltel to officers and other management employees of
the Company. The maximum number of shares of Alltel’s common stock that may be issued to officers and other management
employees under all stock option plans in effect at December 31, 2005 was 30.6 million shares. Fixed options granted under the Parent
stock option plans generally become exercisable over a period of one to five years after the date of grant. Certain fixed options granted
in 2000 become exercisable in increments of 50%, 25% and 25% over a five—year period beginning three years after the date of grant.
For all plans, the exercise price of the option equals the market value of Alltel’s common stock on the date of grant. For fixed stock
options, the maximum term for each option granted is 10 years.
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The fair value of each stock option granted as identified below was calculated usi'ng the Black—Scholes option—pricing model and
the following weighted average assumptions:

.. . . . T . . - 2005 2004 'y e ! o 2003
Expectedfifs = T 50 years ~ S0years . S5Oyeas
Expected volatility , - . 27.7% 31.0% 32.5%
Dividendyield =~ © = i BE e ages L 29% 0 28%.
Risk-free interest rate 3.(7%' 3.2% 3.0%

Set forth below is certain information related to stock options outstanding under Alltel’s stock—based compensation plans relating
to the Company’s employees:
Weighted Average Price .

Number of Shares per Share

o ‘ ; 2005 : 2004 2004 ) 2003
Outstanding at beginningof . =~~~ 0 o e
: period , S 276671500 2,681,400 _‘
Granted .. 293650 281475 415425 3.
Exercised C211,090) 0 (196,160) . (160244) - 47.
Forfeited (2,350 —l —
Outstanding at end of period . oueueB46.908,  momdlOBlS: 2681400, I A
Exercisable at end of period 1,807,680 1,499,010 1,183,405 3 6189 § 6101 § 57.11
Non—vestedatend of period . = 1,039,245 - 1,267,705 . 1,497,995 i oo s
Weighted average fair value

of stock options granted

during the year $ 13.48 $ 13.74 $ 13.94

The amounts reflected in the table above represent stock options held by those employees that were known to be wireline division
employees as of December 31, 2005.

The following is a summary of stock options outstanding as of December 31, 2005:

Options Qutstanding Options Exercisable
Weighted Weighted Weighted
Average Average Average
. Exercise Exercise
Number of Remaining Price Number of Price
Range of Exercise Price Shares . Contractual Life ’ EerkSharek Shares per Share
$2695-$3235 . . . 19638 0 s l7years % 3144 19,63 3144

$37.75 - $46.32 103,893 6dyears 42,178
$50.22 — $56.07. 21,331,694 o T3years 412,244
$62.94 - $68.25 1,391,700 4.3 vears . 1,333.620 .

8. Restructuring and Other Charges:

During 2005, the Company incurred $4.4 million of severance and employee benefit costs related to a planned workforce
reduction in its wireline operations. As further discussed in Note 13, on December 9, 2005, Alltel announced that it would spin—off the
Company to its stockholders and merge it with Valor Communications Group, Inc. (“Valor”). In connection with the spin-—off, the
Company incurred $31.3 million of incremental costs during 2005, principally consisting of investment banker, audit and legal fees.
As of December 31, 2005, the Company had funded through advances from Parent payment of these expenses, and all of the employee
reductions and relocations had been completed.
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A summary of the restructuring and other charges recorded in 2004 was as follows:

Other
Wireline Operations Total
e . . ; (Millions) R
Severance and employee benefitcosts =~ % 04 8 116
Relocation costs o o e 13
Lease and contract termination costs  « =T oo (1.8)
Other exit costs . 0.7
.« Total restructuring and other charges. = 7 = o o0 e B g s Sl

In January 2004, the Company announced its plans to reorganize its operations and support teams. Also, during February 2004, the
Company announced its plans to exit its Competitive Local Exchange Carrier (“CLEC”) operations in the Jacksonville, Florida market
due to the continued unprofitability of these operations. In connection with these activities, the Company recorded a restructuring
charge of $13.6 million consisting of $11.6 million in severance and employee benefit costs related to a planned workforce reduction,
$1.3 million of employee relocation expenses and $0.7 million of other exit costs. As of December 31, 2004, the Company had funded
through advances from Parent payment of the restructuring expenses, and all of the employee reductions and relocations had been
completed. During 2004, the Company also recorded a $1.8 million reduction in the liabilities associated with various restructuring .
activities initiated prior to 2003, consisting of lease and contract termination costs. The reduction primarily reflected differences
between estimated and actual costs paid in completing the previous planned lease and contract terminations.

A summary of the restructuring and other charges recorded in 2003 was as follows:

Other
Wireline Operations
et e e N . o (Millions)
Severance and employee benefitcosts 7 - e S8 0 8
Lease termination costs ; B i 04
Write—down of software developmentcosts = 7w e o 3R 3B 6
Total restructuring and other charges NS & i -

During 2003, the Company recorded a restructuring charge of $7.0 million consisting of severance and employee benefit costs
related to a planned workforce reduction, primarily resulting from the closing of certain call center locations. As of December 31,
2004, the Company had funded through advances from Parent payment of the restructuring expenses, and all of the employee
reductions had been completed. The Company also recorded a $0.4 million reduction in the liabilities associated with various
restructuring activities initiated prior to 2003, consisting of lease termination costs. The reduction primarily reflected differences
between estimated and actual costs paid in completing the previous planned lease terminations. During 2003, the Company also wrote
off certain capitalized softiware development costs that had no alternative future use or functionality.

9. Gain on Disposal of Assets and Other:

In December 2003, the Company sold to Convergys Information Management Group, Inc. (“Convergys”) certain assets and
related liabilities, including selected customer contracts and capitalized software development costs, associated with the Company’s
telecommunications information services operations. In connection with this sale, the Company recorded a pretax gain of
$31.0 million. In addition, during the second quarter of 2003, the Company retired, prior to stated maturity dates, $249.1 million of
long—term debt, representing all of the long—term debt outstanding under the Rural Utilities Services, Rural Telephone Bank and
Federal Financing Bank programs. In connection with the early retirement of the debt, the Company incurred pretax termination fees
of $7.1 million. These transactions increased net income $10.7 million.
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10. Income Taxes:

The Company is included in the consolidated federal income tax return filed by Alltel. As a result, income tax expense and related
income tax balances included in the accompanying combined financial statements have been calculated as if the Company had
operated as a separate entity.

Income tax expense (benefit) was as follows for the years ended December 31:

2005 2003

Cllrl'ent: g 1:.:.:‘. »‘ e ‘;,'_"» . G ;,,i‘," o i it”f: i
_ Federal 5 2155 1244
. State andother 303

Lasey . 155
(3.5) 2 924
5 0870 4 o

Deferred income tax expense (benefit) for all three years primarily resulted from temporary differences between depreciation
expense for income tax purposes and depreciation expense recorded in the financial statements. Deferred income tax expense for
2005, 2004 and 2003 also included the effects of no longer amortizing indefinite--lived intangible assets for financial statement
purposes in accordance with SFAS No. 142. These intangible assets continue to be amortized for income tax purposes. Differences
between the federal income tax statutory rates and effective income tax rates, which include both federal and state income taxes, were
as follows for the years ended December 31:

‘ - 2005 _2004 2003
Statutory federal incometaxrates = o a8 s o 035.0% 0 350% 0 350%

Effective income tax rates

The significant components of the net deferred income tax liability were as follows at December 31:

Property, plant and equipment
Goodwill and other intangible assets
Postretifement and other'employee benefits =~
Other, net
. Deferred income taxes,net© ..
Current deferred tax assets ,
Noncurrent deferred tax liabilitie
Deferred income taxes, net
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At December 31, 2005 and 2004, total deferred tax assets were $42.2 million and $31 3 million, respectively, and total deferred tax
liabilities were $712.2 million and $711.5 million, respectively.

11. Commitments and Contingencies:

Lease Commitments -— Minimum rental commitments for all non—cancelable operating leases, consisting principally of leases for
network facilities, real estate, office space, and office equipment were as follows as of December 31, 2005:
Year (Millions)

Thereafter
~ Total

'

Rental expense totaled $7.3 million in 2005, $5.3 million in 2004 and $5.1 million in 2003.

Litigation — The Company is party to various legal proceedings arising from the ordinary course of business. Although the
ultimate resolution of these various proceedings cannot be determined at this time, management of the Company does not believe that
such proceedings, individually or in the aggregate, will have a material adverse effect on the future combined results of operations,
cash flows or financial condition of the Company.

12. Business Segments:

The Company disaggregates its business operations based upon differences in products and services. The Company’s wireline
subsidiaries provide local service and network access in 15 states. Wireline operations also include the Company’s local competitive
access and Internet access operations. Competitive Local Exchange Carrier (“CLEC”) services are currently provided on both a
facilities—based and resale basis in four states. Internet access services are currently marketed in 17 states. Both ILEC and Internet
services are provided to customers utilizing the Company’s existing network infrastructure. For the Company, Internet service is an
additional product offering provided to ILEC and CLEC customers and does not represent a separate line of business. Accordingly,
the Company manages its wireline—based services as a single operating segment. In assessing operating performance and allocating
resources within the wireline business, the segment manager’s focus is at a level that consolidates the results of the ILEC, CLEC and
Internet operations. The Company does not have separate segment managers overseeing its ILEC, CLEC or Internet operations. In
addition, incentive—based compensation for the wireline segment manager is directly tied to the combined operating results of the
ILEC, CLEC and Internet operations.

The Company’s product distribution subsidiary is a distributor of telecommunications equipment and materials and operates four
warchouses and four counter—sales showrooms across the United States. Other operations consist of the Company’s directory
publishing, long—distance and telecommunications information services operations. The Company’s publishing subsidiary coordinates
advertising, sales, printing, and distribution for 386 telephone directory contracts in 36 states. Long—distance services are currently
marketed in 25 states. The telecommunications information services operations provide application software, data processing and
outsourcing services to telecommunications companies in the United States and select international markets.
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The accounting policies used in measuring segment assets and operatmg results are the same as those described in Note 1. The
Company accounts for intercompany sales at current market prices or in accordance with regulatory requirements. The Company
evaluates performance of the segments based on segment income, which is computed as revenues and sales less operating expenses,
excluding the effects of the restructuring and other charges discussed in Note 8. In additidn, none of the non—operating items such as
other income, net, gain on disposal of assets, debt prepayment penalties, interest expense and income taxes.have been allocated to the
segments.

For the Year Ended
December 31, 2005
Product Other Total
Wireline Distribution Operations Segments
Revenues and sales from unaffiliated customers: = 0 . 0 0 i nnaa a0 o
Domestic $ 22367 8 ,‘130.9 $ 3331 7$. 27007
- Internationa e e —
e ‘ 22367” ' L3331 _.27097 .
Intercompany revenues and sales o347 192 . 3300
Total revenues and sales 2,371.4 3523 3,031.6
Operating ¢ expenses L e : S ;,,1‘,28(’)‘;7:3 S 3056 . 18879
Deprecnatlon and amortxzatlon 468.2 41 474.2 "

T

© % 47823 $ . 516 S 1009  $ 49348

Total costs and expenses
Segment income

By, TN

Assets - s
Capital expendltures $ 3519 $ 0.2 3 0.8 $ 352.9
For the Year Ende(i
December 31, 2004
Product Other Total
Wireline Distribution Operations Segments
e e e e (M'“"’"S)
Revenues and sales from unaffiliated customers; = o

. Domestic

Operating expenses
Deprec1at10n and amomzatlon
- Total costs and expenses.

Capltal expendltures
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, For the Year Ended
December 31, 2003
Product Other Total
Wireline Distribution Operations Sepments
. (Millions)

Revenues and sales from unaffiliated customers; ~~ =0 F o
Domestlc e B B30

23110 . 1166 3887 28163,

s 343§ f‘:“z,_s:fx.g
44 44

!

Intercompany revenues andsales” . . 11767 1623 1 92851 3050

Total revenues and sales
Operatingexpenses © = ¢ .. 13379
Deprematxon and amomzatlon 510.2 -
 Totalcostsandexpenses. 18373 - Soan
Segment income o SOl Bdd,  Sendld
Assets s
Capital expendltures $ 378.6 $ 04 $ 42 $ 383.2

!

A reconciliation of the total business segments to the applicable amounts in the Company’s combined financial statements was a$
follows as of and for the years ended December 31:

24286 '~ 2789 4138 3,121.3

6.8 5194

2005 2004 2003
(Mllhons)

3524 _ 124652

Revenuesandsaless =
Total business segments

. 3456 - 19458 .

% 51105 % 604 S 1188 . % 52807

s 30316“ “$ﬂ,30401'u g 31213'

 Less: intercompany eliminations(1)- =~ .. o (108.1) . 1{(106.6) . T (118.0):

Total revenues andsales - , S_uﬁ.ﬁ. NI E um

Income before income taxes: s
~Total business segment mcome , $ 6695 $
e ,-,'Restructunng andothercharges . . . oo GBS
__ Other income, net N o 11.6 BT
§ : G233 e AsY
(20.4)

6794 $  656.1

In&,c:,rest,eXPense, e ..
. Gain on disposal of assets and othe
’ Total income before mcome taxes

Tota] business segments
.. Less: elimination of intércompany receivables

Total assets

Notes:

(1) See “Transactions with Certain Affiliates” in Note 1 for a discussion of intercompany revenues and sales not eliminated in
preparing the combined financial statements.
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13.  Pending Spin-Off of Company and Merger with Valor Communications Group, Inc.:

On December 9, 2005, Alltel announced that its board of directors had approved the spin—off of the Company’s wireline
telecommunications business to its stockholders and the merger of that wireline business with Valor. Pursuant to the plan of
distribution and immediately prior to the effective time of the merger with Valor described below, Alltel will contribute all of the
assets of the Company to ALLTEL Holding Corp. (“Alltel Holding” or “Spinco”), a wholly owned subsidiary of Alltel, in exchange
for: (i) the issuance to Alltel of Spinco common stock to be distributed pro rata to Alltel’s stockholders as a tax free stock dividend,
(i) the payment of a special dividend to Alltel in an amount not to exceed Alltel’s tax basis in Spinco, and (iii) the distribution by
Spinco to Alltel of certain Spinco debt securities, which Alltel intends to exchange for outstanding debt securities of Alltel or
otherwise transfer to Alltel’s creditors, Prior to the distribution and merger with Valor, Spinco will borrow approximately
$3.965 billion (the “Spinco financing amount”) through a new senior credit agreement, the issuance of high yield debt securities in the
private placement market or through a public offering to pay the special dividend and to distribute debt securities to Alltel in an
amount equal to the difference between the Spinco financing amount and the special dividend. Alltel has received a commitment letter
from various financial institutions to provide Spinco with up to $4.2 billion in senior secured credit facilities comprised of term loan
facilities in an aggregate amount of up to $3.7 biilion and a revolving credit facility of up to $500 million. Immediately after the
consummation of the spin—off, Alltel Holding will merge with and into Valor, with Valor continuing as the surviving corporation. As
a result of the merger, all of the issued and outstanding shares of Spinco common stock will be converted into the right to receive an
aggregate number of shares of common stock of Valor that will result in Alltel’s stockholders holding 85 percent of the outstanding
equity interests of the surviving corporation immediately after the merger and the stockholders of Valor holding the remaining
15 percent of such equity interests. To effect the merger, Valor will issue approximately 403 million shares of its common stock to the
shareholders of Alltel and assume approximately $4.2 billion of long~term debt. As a result of this transaction, Alltel shareholders
will continue to own one share of the remaining wireless entity and will receive approximately 1.04 shares of Valor common stock for
each share of Allte] common stock they currently own.

Including the effects on interest expense that would result from the issuance of the long—term debt obligations discussed above,
the Company’s net income for the year ended December 31, 2005 would have been reduced to the following pro forma amount:
i

2005
(Unaudited)
e s e (Millions)
Netincome as reported
Pro forma interest

Pro forma net incom

The pro forma interest expense was calculated based upon the assumed financing of the Company of $3.965 billion to fund the
dividend payable of $2.4 billion to the Parent and to distribute debt securities of $1.538 billion to Alltel at an interest rate of
6.576 percent, net of tax of $107.7 million.

Immediately prior to the effective date of the spin-off, Alltel will transfer to Alltel Holding property, plant and equipment (net
book value of $82.9 million at December 31, 2005), pension assets (currently estimated to be $182.8 million), additional other
postretirement liabilities (currently estimated to be $2.9 million) and deferred compensation obligations (currently estimated to be
$14.8 million) related to the wireline operations and associated net deferred income tax assets (currently estimated to be
$88.2 million). Conversely, Alltel Holding will transfer to Alltel certain income tax contingency reserves that will be retained by
Alltel pursuant to the distribution agreement ($11.9 million at December 31, 2005), as well as the residual foreign currency translation
adjustment ($0.5 million at December 31, 2005), because the underlying international assets which gave rise to the translation
adjustment will be retained by Alltel following the spin—off. The actual carrying values of the transferred assets and liabilities will be
determined as of the date of the spin—off. In particular, the amounts of assets and liabilities
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associated with employee benefit plans were determined based on employees identified as of the announcement date (December 9,
2005), which did not include employees performing a shared function at that time. As employees performing shared functions are
identified as transferring to Alitel Holding, the amount of transferred assets and liabilities may change, and such change may be
material. '

Upon the spin—off of the wireline business, unvested options held by wireline employees will be replacéd with restricted shares of
Valor common stock based on the underlying intrinsic value of the Alltel stock options.' As of December 31, 2005, wireline employees
held vested options to purchase approximately 1.8 million shares of Alltel common stock.

Consummation of the merger is subject to certain conditions, including the approval of the merger by the stockholders of Valor,
receipt of a favorable ruling from the IRS regarding the tax—free status of the distribution, special dividend, debt exchange and merger
transaction, consummation of the Spinco financing, and the receipt of regulatory approvals, including, without limitation, the approval
of the FCC and multiple state public service commissions. The transaction is expectgd to close by mid—year 2006. The merger
agreement contains certain termination rights for each of Alltel and Valor and further provides that, upon termination of the merger
agreement under specified circumstances involving an alternative transaction, Valor may be required to pay Alltel a termination fee of
$35.0 million. Conversely, Alltel may be required to pay Valor a termination fee of (i) $35.0 million if Valor terminates the merger
agreement because of a material breach by Alltel or Spinco that results in the failure of the parties to obtain the Spinco financing or
any party terminates the merger agreement after December 8, 2006 dnd at the time of termination all conditions have been satisfied
other than the Spinco financing condition and (ii) $20.0 million if Valor terminates the merger agreement because of a material breach
by Alltel or Spinco that results in the failure of the parties to obtain the required IRS rulings or tax opinions or any party terminates the
merger agreement after December 8, 2006 and at the time of termination all conditions have been satisfied other than the IRS ruling or
tax opinion conditions.
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER, dated as of December 8, 2005 (this “Agreement”), is among ALLTEL
Corporation, a Delaware corporation (“AT Co.”), ALLTEL Holding Corp., a newly formed Delaware corporation and a wholly owned
subsidiary of AT Co. (“Spinco™), and Valor Communications Group, Inc., a Delaware corporation (the “Company™).

WHEREAS, prior to the Distribution Date (as such term, and each other capitalized term used herein and not defined, is defined in
Article I hereof), and subject to the terms and conditions set forth in the Distribution Agreement entered into by and between AT Co.
and Spinco on the date hereof, a copy of which is attached hereto as Exhibit A (the “Distribution Agreement”), AT Co. will (i) engage
in the Preliminary Restructuring (as defined in the Distribution Agreement) in order to separate the Spinco Assets from the AT Co.
Assets and (ii) in exchange for the contribution to Spinco, directly or indirectly, of all of the issued and outstanding capital stock or
other equity securities of the Spinco Subsidiaries, Spinco will issue to AT Co. the Spinco Common Stock (as defined in the
Distribution Agreement), distribute to AT Co. the Spinco Exchange Notes (as defined in the Distribution Agreement) and pay to AT
Co. the Special Dividend (as defined in the Distribution Agreement), all upon the terms and subject to the conditions set forth therein
(the transactions described in this clause (ii), collectively, the “Contribution”); and

WHEREAS, upon the terms and subject to the conditions set forth in the Distribution Agreement, on the Distribution Date, AT Co.
will distribute all of the issued and outstanding shares of Spinco Common Stock to the Distribution Agent for the benefit of the
holders as of the Record Date (as defined in the Distribution Agreement) of the outstanding AT Co. Common Stock (the
“Dastribution”); and

WHEREAS, at the Effective Time, the parties will effect the merger of Spinco with and into the Company, with the Company
continuing as the surviving corporation, all upon the terms and subject to the conditions set forth herein; and

WHEREAS, concurrent with the execution of this Agreement, as an inducement to AT Co.’s willingness to enter into this
Agreement and incur the obligations set forth herein, certain of the Company’s stockholders, who beneficially or of record hold an
aggregate of approximately 39.7% of the voting power of the outstanding shares of capital stock of the Company, have entered into a
Voting Agreement with Spinco, dated as of the date hereof, a copy of which is attached hereto as Exhibit B (the “Voting Agreement”),
pursuant to which such stockholders have agreed to vote all of the shares of capital stock of the Company over which such
stockholders have voting power to adopt this Agreement; and

WHEREAS, the Board of Directors of the Company (i) has determined that the Merger and this Agreement are advisable, fair to,
and in the best interests of, the Company and its stockholders and has approved this Agreement and the transactions contemplated
thereby, including the Merger, and the issuance of shares of Company Common Stock pursuant to the Merger, and (ii) has
recommended the adoption by the stockholders of the Company of this Agreement and the approval of the transactions contemplated
hereby; and

WHEREAS, the Board of Directors of Spinco has (i) determined that the Merger and this Agreement are advisable, fair to and in
the best interests of Spinco and its sole stockholder, AT Co., and has approved this Agreement and the Distribution Agreement and the
transactions contemplated hereby and thereby, including the Contribution, the Distribution and the Merger, and (ii) recommended the
adoption by AT Co., as the sole stockholder of Spinco, of this Agreement and the approval of the transactions contemplated
hereby; and

WHEREAS, the Board of Directors of AT Co. has approved this Agreement and the Distribution Agreement and the transactions
contemplated hereby and thereby, including the Contribution, the Distribution and the Merger; and

WHEREAS, the parties to this Agreement intend that the Contribution, together with the Debt Exchange, qualify as a tax~free
reorganization under Section 368 of the Internal Revenue Code of 1986, as amended (the “Code™), that the Distribution qualify as a
distribution of Spinco stock to AT Co. stockholders pursuant to Section 355 of the Code, that the Merger qualify as a tax—free
reorganization pursuant to

A-1




Table of Contents

Section 368 of the Code, and that no gain or loss be recognized as a result of such transactions for federal income tax putrposes by any
of AT Co., Spinco, and their respective stockholders (except to the extent of cash received in lieu of fractional shares).

NOW, THEREFORE, in consideration of the representations, warranties, covenants and agreements set forth in this Agreement,
and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties, intending to
be legally bound hereby, agree as follows:

ARTICLE I
Definitions | t

1.1 “Action” shall have the meaning set forth in Section 8.13(a).

1.2 “Additional Company SEC Documents” shall have the meaning set forth in Section 7.4(b).

1.3 “Affiliate” means a Person that, directly or indirectly, through one or more intermediaries, controls or is controlled by, or is
under common control with, a specified Person. The term “control” (including, with correlative meanings, the terms “controlled by”
and “under common control with”), as applied to any Person, means the possession, direct or indirect, of the power to direct or cause
the direction of the management and policies of such Person, whether through the ownership of voting securities or other ownership
interest, by contract or otherwise; provided, however, that for purposes of this Agreement, from and after the Distribution Date, no-
member of either Group shall be deemed an Affiliate of any member of the other Group.

1.4 “Aggregate Merger Consideration” shall have the meaning set forth in Section 3.1(a).
1.5 “Agreement” shall have the meaning set forth in the Preamble hereto.

1.6 “Approved for Listing” means, with respect to the shares of Company Common Stock to be issued pursuant to the Merger,
that such shares have been approved for listing on the NYSE, subject to official notice of issuance.

1.7 “AT Co.” shall have the meaning set forth in the Preamble hereto.

1.8 “AT Co. Action” means (i) any transaction with respect to the stock or assets of AT Co. that occurs after the Distribution,
(ii) any failure by AT Co. after the Distribution Date to maintain its status as a company engaged in the conduct of an active trade or
business or (iii) (x) the failure of any representation made by AT Co. in connection with the IRS Contribution Ruling, the IRS
Distribution Ruling, the IRS Debt Exchange Ruling, the IRS Special Dividend Ruling or the Distribution Tax Opinion or any
subsequent ruling or opinion in connection with the Distribution, in each case with respect to AT Co. or the AT Co. Business or the
plans, proposals, intentions and policies of AT Co. after the Distribution, to have been true and correct in all material respects when
made, or (y) the failure by AT Co. or the AT Co. Subsidiaries to comply with any covenant made by AT Co. in connection With the
IRS Contribution Ruling, the IRS Distribution Ruling, the IRS Debt Exchange Ruling, the IRS Special Dividend Ruling or the
Distribution Tax Opinion or any subsequent ruling or opinion in connection with the Distribution.

1.9  “AT Co. Approvals” shall have the meaning set forth in Section 5.2(c).

1.10  “AT Co. Business” shall have the meaning set forth in the Distribution Agreement.

1.11  “AT Co. Common Stock” means the common stock, par value $1.00 per share, of AT Co.

1.12 “AT Co, Disclosure Letter” shall have the meaning set forth in the first paragraph of Article V.

1.13 “AT Co. Group” means AT Co. and the AT Co. Subsidiaries.

1.14  “AT Co. SEC Documents” shall have the meaning set forth in Section 5.4(a).

1.15  “AT Co, Subsidiaries” means all direct and indirect Subsidiaries of AT Co., other than any Spinco Subsidiaries.
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1.16, “AT Co, Tax Counsel” means Skadden, Arps, Slate, Meagher & Flom LLP.

1.17 | “AT Excess Expenses” shall have the meaning set forth in the Distribution Agreement.
1.18  “Audited Financial Statements” shall have the meaning set forth in Section 6.4(a)(i).
1.19  “Certificate of Merger” shall have the meaning set forth in Section 2.3.

1.20  “Certificates” shall have the meaning set forth in Section 3.1(c).

1.21  “Closing” shall have the meaning set forth in Section 2.2.

1.22  “Closing Date” shall have the meaning set forth in Section 2.2.

1.23  “Code” shall have the meaning set forth in the recitals hereto.

1.24  “Communications Act” means the Communications Act of 1934, as amended.
1.25  “Company” shall have the meaning set forth in the Preamble hereto.

1.26 “Company Acquisition” means, in each case other than the Merger or as otherwise specifically contemplated by this
Agreement, (i) any merger, consolidation, share exchange, business combination, recapitalization or other similar transaction or series
of related transactions involving the Company or any of its Significant Subsidiaries; (ii) any direct or indirect purchase or sale, lease,
exchange, transfer or other disposition of the consolidated assets (including stock of the Company’s Subsidiaries) of the Company and
its Subsidiaries, taken as a whole, constituting 15% or more of the total consolidated assets of the Company and its Subsidiaries, taken
as a whole, or accounting for 15% or more of the total consolidated revenues of the Company and its Subsidiaries, taken as a whole, in
any one transaction or in a series of transactions; (iii) any direct or indirect purchase or sale of or tender offer, exchange offer or any
similar transaction or series of related transactions engaged in by any Person involving 15% or more of the outstanding shares of
Company Common Stock; or (iv) any other substantially similar transaction or series of related transactions that would reasonably be
expected to prevent or materially impair or delay the consummation of the transactions contemplated by this Agreement or the other
Transaction Agreements.

1.27  “Company Acquisition Proposal” means any proposal regarding a Company Acquisition.

1.28 “Cllgmpgny Approvals” shall have the meaning set forth in Section 7.3(c).

1.29  “Company Benefit Plans” shall have the meaning set forth in Section 7.12(a).

1.30  “Company Common Stock” means the common stock, par value $.0001 per share, of the Company.

1.31 “Company Credit Agreement” means the Senior Credit Agreement, dated as of November 10, 2004, among Valor
Telecommunications Enterprises, LL.C, Valor Telecommunications Enterprises II, LLC and certain of their respective domestic
subsidiaries, as Borrowers, Valor Telecommunications, LLC, Valor Telecommunications Southwest, LL.C, Valor Telecommunications
Southwest II, LLC and certain of their respective domestic subsidiaries, including such borrowers, as Guarantors, Bank of America,
N.A., as Senior Administrative Agent, Swing Line Lender and L/ C Issuer, JPMorgan Chase Bank and Wachovia Bank, N.A., as
Senior Syndication Agents, CIBC World Markets Corp. and Merrill, Lynch, Pierce, Fenner & Smith Incorporated, as Senior
Documentation Agents, and the lenders party thereto.

1.32  “Company Disclosure Letter” shall have the meaning set forth in the first paragraph of Article VII.

1.33  “Companyv Employee” shall have the meaning set forth in Section 7.12(a).

1.34  “Company IP Rights” shall have the meaning set forth in Section 7.14.

1.35 “Company Leased Real Property” means all leased Real Property held by the Company or Company Subsidiaries.
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1.36  “Company Leasehold Iimprovements” means all Leasehold Improvements held by the Company or Company‘ Subsidiaries.
1.37 “Company Leases” means all Leases of the Company or Company Subsidiaries.
1.38  “Company Licenses” shall hgve the meaning set forth in Section 7.15(a).
1.39  “Company Material Contracts” shall have the meaning set forth in Section 7.16(a).
1.40  “Company Owned Real Property” means all Owned Real Prop.erty of the Company or the Company Subsidiaries.
141 “Company Permits” shall have the meaning set forth in Section ’{.7(b). ' '
142 “Company Pre-IPO Financial Statements” shall have the meaning set forth in Section 7.4(a)(i).
143 “Company SEC Documents” shall have the meaning set forth in Section 7.4(a).
1.44  “Company Securitvholders Agreement” shall have the meaning set forth in Section 8.22.
145 “Company Stock Plans” means the Victor Communications Group 2005 Long—Term Incentive Plan.
1.46  “Company Stockholders Meeting” shall have the meaning set forth in Section 2.7(a).
1.47 “Company Subsidiaries” means all direct and indirect Subsidiaries of the Company.
1.48  “Company Superior Propgsal” shall have the meaning se{ forth in Section 8.12(c).
1.49  “Company Tax Counsel” shall have the meaning set forth in Section 8.7(c).
1.50 “Company Voting Debt” shall have the meaning set forth in Section 7.2(b).

1.51  “Confidentiality Agre t” means the Confidentiality Agreement, dated as of September 22, 2005 between AT Co. and
the Company.

1.52  “Contract” or “agreement” means any loan or credit agreement, note, bond, indenture, mortgage, deed of trust, lease,
sublease, franchise, permit, authorization, license, contract, instrument, employee benefit plan or other binding commitment,
obligation or arrangement, whether written or oral.

1.53  “Contribution” shall have the meaning set forth in the recitals hereto.
1.54  “Controlling Person” shall have the meaning set forth in Section 12.1(b).
1.55 “DGCL” means the General Corporation Law of the State of Delaware. !

1.56 “Disclosure Letters” means, collectively, the AT Co. Disclosure Letter, the Spinco Disclosure Letter and the Company
Disclosure Letter.

1.57 “Dispute Date” shall have the meaning set forth in Section 10.5(f).

1.58 *“Disqualifying Action” shall have the meaning set forth in Section 10.2(a).

1.59 “Distribution” shall have the meaning set forth in the recitals hereto.

1.60  “Distribution Agreement” shall have the meaning set forth in the recitals hereto.

1.61 “Distribution Date” shall mean the date and time that the Distribution shall become effective.

1.62 “Distribution Disqualification” means that (i) the Contribution, taken together with the Distribution, fails to qualify as a
tax—free reorganization under Section 368 of the Code; (ii) the Distribution, as such, fails to qualify as a distribution of Spinco stock
to AT Co. stockholders pursuant to Section 355 of the Code, pursuant to which no gain or loss is recognized for federal income tax
purposes by any of AT Co., Spinco, or the stockholders of AT Co., except to the extent of cash received in lieu of fractional shares;
(iii) the Debt Exchange fails to constitute a transfer of qualified property to AT Co.’s creditors in connection with the reorganization
within the meaning of Section 361(c)(3) of the Code, but only to the extent that, but for any
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action on the part of Spinco or the Surviving Corporation after the Distribution, the Spinco Exchange Notes would have qualified as
“securities” for federal income tax purposes; and/or (iv) the Special Dividend fails to,qualify as money transferred to creditors or
distributed to shareholders in connection with the reorganization within the meaning of Section 361(b)(1) of the Code, but only to the |
extent that AT Co. distributes the Special Dividend to its creditors or shareholders in connection with the Contribution.

1.63  “Distribution Fund” shall have the meaning set forth in Section 3.2(a).

1.64 “Distribution Tax Opinion” means a written opinion of AT Co. Tax Counsel, addressed to AT Co. and dated as of the
Distribution Date, in form and substance reasonably satisfactory to AT Co., Spinco and,the Company, to the effect that the
Distribution, as such, will qualify as a distribution of Spinco stock to the stockholders of AT Co. pursuant to Section 355 of the'Code,
pursuant to which no gain or loss will be recognized for federal income tax purposes by any of AT Co., Spinco or the stockholders of
AT Co., except as to cash received in lieu of fractional shares by the stockholders of AT Co.

1.65 “Distribution Tax Representations™ shall have the meaning set forth in Section 8.7(b).

1.66  “Effective Time” shall have the meaning set forth in Section 2.3. \

1.67 “Emplovee Benefits Agreement” means the Employee Benefits Agreement to be entered into between AT Co. and Spinco,
substantially in the form attached to the Distribution Agreement.

1.68  “Environmental Claims” shall have the meaning set forth in Section 6.10(b).
!

1.69 “Environmental Law” means any and all foreign, federal, state or local statute, rule, regulation, ordinance, or other legal
requirement as well as any order, decree, determination, judgment or injunction issued, promulgated, approved or entered thereunder
by any Governmental Authority, including requirements of common law, relating to pollution or the protection, cleanup or restoration
of the environment, to the protection of human health from environmental hazards, including the Federal Clean Air Act, the Federal
Clean Water Act, the Federal Resource Conservation and Recovery Act, the Federal Comprehensive Environmental Response,
Compensation, and Liability Act and the Federal Toxic Substances Control Act.

1.70  “ERISA” means the Employee Retirement Income Security Act of 1974, as amended.

1.71  “ERISA Affiliate” means, with respect to any Person, any other Person or any trade or business, whether or not
incorporated, that, together with such first Person, would be deemed a “single employer” within the meaning of section 4001(b) of
ERISA. '

1.72  “Exchange Act” means the Securities Exchange Act of 1934, as amended, together with the rules and regulations of the
SEC promulgated thereunder.

1.73  “FCC” means the Federal Communications Commission.
1.74 “FCC Applications” shall have the meaning set forth in Section 8.6(b).
1.75 “ECC Rules” shall have the meaning set forth in Section 6.20(c).

1.76  “Final Determination” shall mean a determination within the meaning of Section 1313 of the Code or any similar provision
of state or local tax law.

1.77 “Former Emplovees” shall have the meaning set forth in Section 8.10(d).

1.78  “Fully Diluted Basis™ shall mean, as of any date, the aggregate number of shares of Company Common Stock outstanding
on such date assuming: (i) the prior exercise of all options and similar rights to purchase Company Common Stock; (ii) the prior
conversion into, or exchange for, shares of Company Common Stock of all then issued and outstanding securities which are
convertible into, or exchangeable for, shares of Company Common Stock; and (iii) the prior exercise of any similar subscription or
other rights to acquire, or to cause the Company to issue, shares of Company Common Stock; provided, however, that the term “Fully
Diluted Basis” shall not take into account any shares held in the Company’s treasury; provided further, that the term “Fully Diluted
Basis”, when used with respect to the calculation of the Per Share Merger Consideration, shall take into account the pro forma effect
of the surrender to the Company of certain
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restricted shares of Company Common Stock that will be surrendered to the Company at the direction of the holders thereof in
satisfaction of certain tax liabilities incurred by such holders as a result of the accelerated vesting of such restricted shares on the
Closing Date (rather than the originally scheduled vesting date of January 1, 2007).

1.79  “GAAP” means United States generally accepted accounting principles.

1.80 “Governmental Authority” means any foreign, federal, state or local court, administrative agency, official board, bureau,
governmental or quasi—governmental entities, having competent jurisdiction over AT Co., Spinco or the Company, any of their
respective Subsidiaries and any other tribunal or commission or other governmental department, authority or instrumentality or any
subdivision, agency, mediator, commission or authority of competent jurisdiction.

1.81  “Group” means the AT Co. Group or the Spinco Group, as the case may be.

1.82  “Hazardous Material” shall mean any substance, material or waste regulated under Environmental Laws because of its
dangerous or deleterious properties or characteristics, and includes, without limitation, petroleum and any derivative thereof.

1.83  “HSR Act” means the Hart—Scott-Rodino Antitrust Improvements Act of 1976, as amended and the rules and regulations
promulgated thereunder.

1.84 “HSR Agencies” means the Federal Trade Commission and the Antitrust Division of the Department of Justice.
1.85  “Indemnified Party” or “Indemnified Parties” shall have the meaning set forth in Section 8.13(a).

1.86 “Intellectual Property Rights” means all United States and foreign issued and pending patents, trademarks, service marks,
slogans, logos, trade names, service names, Internet domain names, trade styles, trade dress and other indicia of origin, and all
goodwill associated with any of the foregoing, copyrights, copyrightable works, trade secrets, know—how, processes, methods,
designs, computer programs, plans, specifications, data, inventions (whether or not patentable or reduced to practice), improvements,
confidential, business and other information and all intangible property, proprietary rights and other intellectual property, and all
registrations, applications and renewals (including divisionals, continuations, continuations—in—part, reissues, renewals, registrations,
re~examinations and extensions) for, and tangible embodiments of, and all rights with respect to, any of the foregoing.

1.87  “Interim Balance Sheet Date” shall have the meaning set forth in Section 6.4(e).
1.88  “Interim Financial Statements” shall have the meaning set forth in Section 6.4(a)(ii).

1.89  “IRS” means the United States Internal Revenue Service or any successor thereto, including, but not limited to, its agents,
representatives and attorneys.

1.90  “IRS Contribution Ruling” shall mean a private letter ruling from the IRS to the effect that the Contribution, taken together
with the Distribution, will qualify as a tax—free reorganization under Section 368(a)(1)(D) of the Code.

191 “IRS Debt Exchange Ruling” shall mean a private letter ruling from the IRS to the effect that AT Co. will not recognize
gain or loss for federal income tax purposes in connection with the receipt of the Spinco Exchange Notes or the consummation of the
Debt Exchange.

1.92  “IRS Distribution Ruling” shail mean a private letter ruling from the IRS to the effect that the Distribution, as such, will
qualify as a distribution of Spinco stock to the stockholders of AT Co. pursuant to Section 355 of the Code, pursuant to which no gain
or loss will be recognized for federal income tax purposes by any of AT Co., Spinco and, except as to cash received in lieu of
fractional shares, by the stockholders of AT Co.

1.93  “IRS Special Dividend Ruling” shall mean a private letter ruling from the IRS to the effect that the Special Dividend will
qualify as money transferred to creditors or distributed to shareholders in connection
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with the reorganization within the meaning of Section 361(b)(1) of the Code, to the extent that AT Co. distributes the Special
Divident to its creditors and/or shareholders in connection with the Contribution.

1.94  “IRS 357(c) Ruling” shall mean a ruling to the effect that Section 357(c) of the Code will not apply to the Merger.
1.95 “IRS Submission” shall have the meaning set forth in Section 8.7(a).

1.96 “Law” means any federal, state, local or foreign law, statute, code, ordinance, rule, regulation, judgment, order, injunction,
decree, arbjtration award, agency requirement, license or permit of any Governmental Authority.

1.97 “Leased Real Property” shall have the meaning set forth in the Distribution Agreement.

1.98 “Leasehold Improvements” means all buildings, structures, improvements and fixtures located on any Leased Real
Property which are owned, regardiess of whether title to such buildings, structures, improvements or fixtures are subject to reversion
to the landlord or other third party upon the expiration or termination of the Lease for such Leased Real Property.

1.99  “Leases” means all leases, subleases, licenses, concessions and other agreements (written or oral), including all
amendments, extensions, renewals, guaranties and other agreements with respect thereto, pursuant to which any Person holds any
Leased Real Property.

1.100  “Liens” means all mortgages, deeds of trust, liens, security interests, pledges, leases, conditional sale contracts, claims,
charges, liabilities, obligations, privileges, easements, rights of way, limitations, reservations, restrictions, options, rights of first
refusal and other encumbrances of every kind. For the avoidance of doubt, the license of Intellectual Property Rights shall not itself
constitute a Lien. ;

1.101  “Losses” shall have the meaning set forth in Section 12.1(b).

1.102  “Material Adverse Effect” means, with respect to any business or Person, any state of facts, change, development, event,
effect, condition or occurrence materially adverse to the business, assets, properties, liabilities or condition (financial or otherwise) of
such business or Person and its Subsidiaries, as applicable, taken as a whole, or that, directly or indirectly, prevents or materiaily
impairs or delays the ability of such Person to perform its obligations under this Agreement; but shall not include facts, events,
changes, effects or developments (i) (A) generally affecting the rural, regional or nationwide wireline voice and data industry in the
United States or in other countries in which such Person or its Subsidiaries conduct business, including regulatory and political
developments and changes in Law or GAAP, or (B) generally affecting the economy or financial markets in the United States or in
other countriés in which such Person or its Subsidiaries conduct business, (ii) resulting from the announcement of this Agreement and
the transactions contemplated hereby or by the other Transaction Agreements or the taking of any action required by this Agreement
or the other Transaction Agreements in connection with the Merger (including any decrease in customer demand, any reduction in
revenues, any disruption in supplier, partner or similar relationships, or any loss of employees) or (iii) resulting from any natural
disaster, or any engagement by the United States in hostilities, whether or not pursuant to the declaration of a national emergency or
war, or the occurrence of any act or acts of terrorism; and provided that any reduction in the market price or trading volume of such
Person’s publicly traded common stock, in itself, shall not be deemed to constitute a Material Adverse Effect hereunder.

1.103  “Merger” shall have the meaning set forth in Section 2.1.
1.104 “Merger Tax Opinion” shall have the meaning set forth in Section 8.7(c).
1.105 “NYSE” means the New York Stock Exchange, Inc.

1.106  “Order” means any decree, judgment, injunction, writ, rule or other order of any Governmental Authority.

1.107 “Owned Real Property” shall have the meaning set forth in the Distribution Agreement.
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1.108  “PBGC” means the U.S. Pension Benefit Guaranty Corporation.
1.109  “Per Share Merger Consideration” shall have the meaning set forth in Section 3.1(a).

1.110  “Permitted Encumbrances” shall mean (A) statutory Liens for Taxes that are not due and payable as of the Closing Date,
or that are being contested in good faith and for which appropriate reserves have been established in accordance with GAAP;
(B) mechanics liens and similar Liens for labor, materials or supplies provided, incurred in the ordinary course of business for
amounts which are not due and payable or are subject to dispute and with respect to which reserves have been established in
accordance with GAAP; (C) zoning, building codes and other land use Laws regulating the use or occupancy of such Owned Real
Property or Leasehold Improvement (as the case may be) or the activities conducted thereon which are imposed by any governmental
authority having jurisdiction over such Owned Real Property or Leasehold Improvement (as the case may be) which are not violated
by the current use or occupancy of such Owned Real Property or Leasehold Improvement (as the case may be) or the operation of the
business thereon; (D) easements, covenants, conditions, restrictions and other similar matters of record affecting title to any Owned
Real Property or Leasehold Improvement (as the case may be) which do not or would not materially impair the use or occupancy of
such Owned Real Property or Leasehold Improvement (as the case may be) in the opgration of the business conducted thereon; and
(E) Liens securing Indebtedness incurred in connection with the Spinco Financing or disclosed in the Company SEC Documents or
the Spinco Financial Statements, as applicable.

1.111  “Person” or “person” means a natural person, corporation, company, joint venture, individual business trust, trust
association, partnership, limited partnership, limited liability company or other entity, including a Governmental Authority.

1.112  “Potential Disgualifving Action” shall have the meaning set forth in Section 10.2(b).
1.113  “Preliminary Restructuring” shall have the meaning set forth in the Distribution Agreement.

1.114  “Proxy Statement/ Prospectus” means the letters to stockholders, notices of meeting, proxy statement and forms of
proxies to be distributed to stockholders in connection with the Merger and the transactions contemplated by this Agreement and any
additional soliciting material or schedules required to be filed with the SEC in connection therewith.

1.115  “PSC Applications” shall have the meaning set forth in Section 8.6(b).

1.116  “Real Property” shall have the meaning set forth in the Distribution Agreement.
1.117  “Record Date” shall have the meaning set forth in the Distribution Agreement.
1.118 “Redactable Information” shall have the meaning set forth in Section 8.7(a).

1.119 “Registration Statement” means the registration statement on Form S—4 to be filed by the Company with the SEC to
effect the registration under the Securities Act of the issuance of the shares of Company Common Stock into which shares of Spinco
Common Stock will be converted pursuant to the Merger (as amended and supplemented from time to time).

1.120  “Regulation S—K” means Regulation S—K promulgated under the Exchange Act.
1.121  “Regulatory L.aw” shall have the meaning set forth in Section 8.6(d).

1.122  “Regquisite Approval” shall have the meaning set forth in Section 7.22.

1.123  “Restraint” shall have the meaning set forth in Section 9.1(g).

1.124  “Rule 145 Affiliate” shall have the meaning set forth in Section 8.14.

1.125 “Rule 145 Affiliate Agreement” shall have the meaning set forth in Section 8.14.
1.126  “Ruling Request” shall have the meaning set forth in Section 8.7(a).

1.127  “Sarbanes—-Oxley Act” shall have the meaning set forth in Section 6.4(f).
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1.128
1.129

thereunder.

1.130
1.131

“SEC” means the U.S. Securities and Exchange Commission. '

“Securities Act” means the Securities Act of 1933, as amended, together with the rules and regulations promulgated

“Senior Debt Commitment Letter” shail have the meaning set forth in the Distribution Agreement.

“Shared Assets Agreement” shall have the meaning set forth in the Distribution Agreement.

1.132  “Shared Contracts Agreement” shall have the meaning set forth in the I?istﬁbution Agreement.
1.133  “Significant Subsidiary” shall have the meaning set forth in Rule 1-02 of Regulation S—X promulgated under the
Exchange Act. '

1.134
1.135
1.136
1.137
1.138
1.139
1.140
1.141
1.142
1.143
1.144
1.145
1.146
1.147
1.148
1.149
1.150
1.151
1.152
1.153
1.154
1.155
1.156

“Special Dividend” shall have the meaning set forth in the Distribution Agreement.

“Specified Fund Shareholder” shall have the meaning set forth in Section 10.1(c).

“Spinco” shall have the meaning set forth in the Preamble hereto. '

“Spinco Approvals” shall have the meaning set forth in Section 6.3(d).

“Spinco Assets” shall have the meaning set forth in the Distribution Agreement.

“Spinco Benefit Plans” shall have the meaning set forth in Section 6.12(a).

“Spinco Business” shall have the meaning set forth in the Distribution Agreement.

“Spinco Common Stock™ means the Common Stock, par value $0.01 per share, of Spinco.

“Spinco Disclosure Letter” shall have the meaning set forth in the first paragraph of Article VI.

“Spinco Emplovee” shall have the meaning set forth in Section 6.12(a). '

“Spinco Financial Statements” shall have the meaning set forth in Section 6.4(a)(iii).

“Spinco IP Rights” shall have the meaning set forth in Section 6.14.

“Spinco Group” means Spinco and the Spinco Subsidiaries.

“Spinco Ieased Real Property” means all Leased Real Property held by Spinco or Spinco Subsidiaries. ,
“Spinco Leasehold Improvements” means all Leasehold Improvements of Spinco or Spinco Subsidiaries.
“Spinco Leases” means all Leases.of Spinco or Spinco Subsidiaries.

“Spinco Liabilities” shall have the meaning set forth in the Distribution Agreement.

“Spinco Licenses” shall have the meaning set forth in Section 6.20(a).

“Spinco Material Contracts™ shall have the meaning set forth in Section 6.15(a).

“Spin wi eal Pr ” means all Owned Real Property of Spinco or Spinco Subsidiaries.
“Spinco Permits” shall have the meaning set forth in Section 6.7(b).

“Spinco Stockholder Approval” shall have the meaning set forth in Section 6.17.

“Spinco Subsidiaries” means all direct and indirect Subsidiaries of Spinco immediately following the Contribution,

including any direct or indirect Subsidiaries of AT Co. that become Subsidiaries of Spinco after the date hereof.

1.157
1.158

“Spinco Voting Debt” shall have the meaning set forth in Section 6.2(b).
“State Regulators” shall have the meaning set forth in Section 6.20(a).
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L.159  “Subsidiary” means, with respect to any Person, a corporation, partnership, association, limited liability company, trust or
other form of legal entity in which such Person, a Subsidiary of such Person or such Person and one or more Subsidiaries of such
Person, directly or indirectly, has either (i) a majority ownership in the equity thereof, (ii) the power, under ordinary circumstances, to
elect, or to direct the election of, a majority of the board of directors or other analogous governing body of such entity, or (iii) the title
or function of general partner or manager, or the right to designate the Person having such title or function.

1.160  “Surviving Corporation” shall have the meaning set forth in Section 2.1(a).

1.161 ' “Tax” or “Taxes” means (i) all taxes, charges, fees, duties, levies, imposts, rates or other assessments or governmental
charges of any kind imposed by any federal, state, local or foreign Taxing Authority, including income, gross receipts, employment,
excise, severance, stamp, occupation, premium, windfall profits, environmental (including Taxes under Section 59A of the Code),
custom duties, property, sales, use, license, capital stock, transfer, franchise, registration, payroll, withholding, social security (or
similar), unemployment, disability, value added, alternative or add—on minimum or other taxes, whether disputed or not, and including
any interest, penalties or additions attributable thereto; (i) liability for the payment of any amount of the type described in clause (i)
above arising as a result of being (or having been) a member of any group or being (or having been) included or required to be
included in any Tax Return related thereto; and (iii) liability for the payment of any amount of the type described in clauses (i) or
(i) above as a result of any express or implied obligation to indemnify or otherwise assume or succeed to the liability of any other
Person.

1.162  “Tax—Free Status of the Transactions” shall mean that (i) the Contribution, taken together with the Distribution, qualifies
as a tax—free reorganization pursuant to Section 368(a)(1)(D) of the Code, (ii) the Debt Exchange constitutes a transfer of qualified
property to AT Co.’s creditors in connection with the reorganization within the meaning of Section 361(c)(3) of the Code, (iii) the
Distribution, as such, qualifies as a distribution of Spinco stock to AT Co. stockholders pursuant to Section 355 of the Code, pursuant
to which no gain or loss is recognized for federal income tax purposes by any of AT Co., Spinco, the Company and their respective
stockholders, except to the extent of cash received in lieu of fractional shares, (iv) the Special Dividend qualifies as money transferred
to creditors or distributed to shareholders in connection with the reorganization within the meaning of Section 361(b)(1) of the Code to
the extent that AT Co. distributes the Special Dividend to its creditors or shareholders in connection with the Contribution, and (v) the
Merger qualifies as a tax—free reorganization pursuant to Section 368(a) of the Code, pursuant to which no gain or loss is recognized
for federal income tax purposes by any of AT Co., Spinco, the Company and their respective stockholders, except to the extent of cash
received in lieu of fractional shares.

1.163  “Tax Materials” shall have the meaning set forth in Section 10.1(a).

1.164 “Tax—Related Losses” shall have the meaning set forth in Section 10.4(a).

1.165 “Tax Return” means any return, report, certificate, form or similar statement or document (including any related or
supporting information or schedule attached thereto and any information return, amended tax return, claim for refund or declaration of
estimated tax) required to be supplied to, or filed with, a Taxing Authority in connection with the determination, assessment or
collection of any Tax or the administration of any laws, regulations or administrative requirements relating to any Tax.

1.166 “Tax Sharing Agreement” means the Tax Sharing Agreement to be entered into between AT Co. and its Affiliates and
Spinco substantially in the form attached to the Distribution Agreement.

1.167 “Taxing Authority” means any Governmental Authority or any quasi—governmental or private body having jurisdiction
over the assessment, determination, collection or imposition of any Tax (including the IRS).

1.168  “Telecommunications Regulatory Consents” shall have the meaning set forth in Section 8.6(b).

1.169  “Termination Date” means the date, if any, on which this Agreement is terminated pursuant to Section 11.1(b).
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1.17%0  “Third-Party Claim” shall mean any claim, suit, arbitration, inquiry, proceeding or investigation by or before any
Governmental Authority or asserted by a Person other than AT Co. or any AT Co. Affiliate, Spinco or any Spinco Affiliate or the
Company or any Company Affiliate.

1.171  “Transaction Agreements” means this Agreement, the Distribution Agreément, the Employee Benefits Agreement, the
Shared Assets Agreement, the Shared Contracts Agreement, the Transition Services Agreement and the Tax Sharing Agreement.

1.172 | “Transferred Emplovees™ shall have the meaning set forth in Section 8.10(a).

1.173  “Transition Services Agreement” means the Transition Services Agreement to be entered into by and between AT Co. and
Spinco substantially on the terms set forth in Exhibit D to the Distribution Agreement.

1.174  “Vestar Persons” means all investment funds of Vestar Capital Partners and individuals affiliated therewith who hold
Company Common Stock.

1.175  “Voting Agreement” shall have the meaning set forth in the recitals hereto.

1.176  “WARN Act” means the Worker Adjustment and Retraining Notification Act of 1988, as amended and any similar state
or local law, regulation or ordinance.

1.177  “WCAS Persons” means all investment funds of Welsh, Carson, Anderson & Stowe and individuals affiliated therewith
who hold Company Common Stock.

ARTICLEIl
The Merger

2.1 The Merger. At the Effective Time and upon the terms and subject to the conditions of this Agreement, Spinco shall be
merged with and into the Company (the “Merger”) in accordance with the applicable provisions of the DGCL, the separate existence
of Spinco shall cease and the Company shall continue as the surviving corporation of the Merger (sometimes referred to herein as the
“Surviving Corporation™) and shall succeed to and assume all the rights, powers and privileges and be subject to all of the obligations
of Spinco in accordance with the DGCL and upon the terms set forth in this Agreement.

22 Clasing, Unless the transactions herein contemplated shall have been abandoned and this Agreement terminated pursuant to
Section 11.1, the closing of the Merger and the other transactions contemplated hereby (the “Closing”) shall take place at 10:00 a.m.,
Little Rock, Arkansas time, on a date to be specified by the parties (the “Closing Date”) which shall be no later than the second
business day after the satisfaction or, to the extent permitted by applicable Law, waiver of the conditions set forth in Article IX (other
than those that are to be satisfied by action at the Closing) at a location specified in writing by AT Co.

2.3 Effective Time, Upon the terms and subject to the conditions of this Agreement, on the Closing Date, a certificate of merger
shall be filed with the Secretary of State of the State of Delaware with respect to the Merger (the “Certificate of Merger”), in such
form as is required by, and executed in accordance with, the applicable provisions of the DGCL. The Merger shall become effective at
the time of filing of the Certificate of Merger or at such later time as the parties hereto may agree and as is provided in the Certificate
of Merger. The date and time at which the Merger shall become so effective is herein referred to as the “Effective Time.”

24  Effects of the Merger. At the Effective Time, the effects of the Merger shall be as provided in this Agreement, the Certificate
of Merger and the applicable provisions of the DGCL. Without limiting the generality of the foregoing, at the Effective Time, all the
property, rights, privileges, powers and franchises of the Company and Spinco shall vest in the Surviving Corporation, and all debts,
liabilities and duties of the Company and Spinco shall become the debits, liabilities and duties of the Surviving Corporation.

2.5  Certifi of In orgtion and Bvlaws of th ryivi orporati
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(a) Upon the terms and subject to the conditions set forth in this Agreement, at the Effective Time, without any further action on
the part of Spinco or the Company, the Certificate of Incorporation of the Company shall be amended by virtue of the Merger to read
in its entirety in the form attached hereto as Exhibit C, and, as so amended, shall be the Certificate of Incorpordtion of the Surviving
Corporation until thereafter duly amended in accordance with such Certificate of Incorporation and applicable Law.

(b) Upon the terms and subject to the conditions set forth in this Agreement, at the Effective Time, without any further action on
the part of Spinco or the Company, the Bylaws of the Company shall be ainended and restated by virtue of the Merger to read in their
entirety in the form attached hereto as Exhibit D, and, as so amended and restated, shall be the Bylaws of the Surviving Corporation
until thereafter duly amended in accordance with the Certificate of Incorporation of the Surviving Corporation, such Bylaws and
applicable Law. ' ' :

2.6  Directors and Officers of the Surviving Corporation. Subject to Section 4.4, the directors of Spinco at the Effective Time
shall, from and after the Effective Time, be the initial directors of the Surviving Corporation. In furtherance of the foregoing, the
Company shall take all action reasonably necessary to obtain the resignations of a number of the current directors of the Company
sufficient to permit the Company’s Board of Directors to be comprised entirely of the directors constituting the Spinco board of
directors as of the Effective Time. Subject to Section 4.4, the officers of Spinco at the Effective Time shall, from and after the
Effective Time, be the initial officers of the Surviving Corporation. Such directors and officers shall serve until their successors have
been duly elected or appointed and qualified or until their earlier death, resignation or removal in accordance with the Surviving
Corporation’s Amended and Restated Certificate of Incorporation an,d Amended and Restated Bylaws.

2.7 Stockholders Meeting.

(a) As promptly as practicable following the date hereof and the effectiveness of the Registration Statement, the Company shall
call a special meeting of its stockholders (the “Company Stockholders Meeting”) to be held as promptly as practicable for the purpose
of voting upon (i) the adoption of this Agreement, (ii) the increase in the authorized shares of Company Common Stock and the
issuance of shares of Company Common Stock pursuant to the Merger and (iii) related matters. This Agreement shall be submitted for
adoption to the stockholders of the Company at such special meeting. The Company shall deliver, or cause to be delivered, to the
Company’s stockholders the Proxy Statement/ Prospectus in definitive form in connection with the Company Stockholders Meeting at
the time and in the manner provided by the applicable provisions of the DGCL, the Exchange Act and the Company’s Certificate of
Incorporation and Bylaws and shall conduct the Company Stockholders Meeting and the solicitation of proxies in connection
therewith in compliance with such statutes, certificate of incorporation and bylaws.

(b) Subject to Section 8.12(c) the Board of Directors of the Company shall recommend that the Company’s stockholders adopt this
Agreement, and such recommendations shall be set forth in the Proxy Statement/ Prospectus. Unless and until this Agreement shall
have been terminated in accordance with its terms, the Company shall comply with its obligations under Section 2.7(a) whether or not
its Board of Directors withdraws, modifies or changes its recommendation regarding this Agreement or recommends any other offer
or proposal.

2.8 Potential Restructuring of Transactions. If, prior to the date on which the Company intends to commence solicitation of
proxies for use at the Company Stockholders Meeting, which date, unless the parties otherwise agree, shall be no earlier than
March 15, 2006, the IRS notifies AT Co. that the IRS will not issue the IRS 357(c) Ruling, then, during the ensuing 30 day period, the
parties will collaborate reasonably and in good faith in order to determine a possible alternative structure for the transactions
contemplated hereby that the parties determine, with the assistance of their respective tax advisors, will either make likely the receipt
from the IRS of the IRS 357(c) Ruling or eliminate the necessity for an IRS 357(c) Ruling, in either case, without (a) substantially
increasing the costs to any party associated with the transactions contemplated hereby, (b) causing the performance of the covenants
and agreements of any party hereunder to become substantially more burdensome, (c) substantially increasing the regulatory or other
consents or approvals required to consummate the transactions contemplated hereby, or (d) otherwise resulting in any substantial
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impediment to the consummation of the transactions contemplated hereby. In the event the parties reasonably, and in goclad faith, agree
upon such an alternative structure, they shall be obligated, as soon as practicable thereafter, to modify the covenants and agreements
set forth in this Agreement and the other Transaction Agreements accordingly to reflect the change in transaction structure referenced |,
in the immediately preceding sentence. In furtherance of the foregoing, each of the parties shall take all action reasonably necessary to
modify the Ruling Request to reflect the transactions as so modified and effectuate the change in transaction structure contemplated by
this Section 2.8, and each such party shall use its reasonable best efforts to cause the transactions contemplated hereby, as so modified,
to be consummated as soon as practicable thereafter. To the extent that the filing or effectiveness of the materials necessary for the
solicitation of proxies for use at the Company Stockholders Meeting is delayed in order to afford the parties the time necessary to
obtain a response with respect to the IRS 357(c) Ruling such delay will be deemed to not constitute, nor constitute any basis fora
claim of, a breach of the Company’s covenants under Article VIII hereof or otherwise.

ARTICLE Il
Conversion of Shares; Exchange of Certifncates

3.1  Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any action on the part of Spinco, the
Company or any holder of any Spinco Common Stock:

(2) All of the shares of Spinco Common Stock issued and outstanding immediately prior to the Effective Time (other than
shares canceled in accordance with Section 3.1(b)) shall be automatically converted into the right to receive an aggregate number
of duly authorized, validly issued, fully paid and nonassessable shares of Company Common Stock equal to the product of
(x) 5.6667 multiplied by (y) the aggregate number of shares of Company Common Stock issued and outstanding, on a Fully
Diluted Basis, immediately prior to the Effective Time (the “Aggregate Merger Consideration™), with each such share of Spinco
Common Stock issued and outstanding as of the Effective Time to be converted into the right to receive a number of shares of
Company Common Stock equal to (i) the Aggregate Merger Consideration divided by (ii) the aggregate number of shares of
Spinco Common Stock issued and outstanding as of immediately prior to the Effective Time (other than shares canceled in
accordance with Section 3.1(b)) (the “Per Share Merger Consideration”).

(b) Each share of Spinco Common Stock held by Spinco as treasury stock and each share of Spinco Common Stock owned by
the Company or any wholly owned Subsidiary of the Company or Spinco, in each case immediately prior to the Effective Time,
shall be canceled and shall cease to exist and no stock or other consideration shall be issued or delivered in exchange therefor.

(c) Each share of Spinco Common Stock issued and outstanding immediately prior to the Effective Time, when converted in
accordance with this Section 3.1, shall no longer be outstanding and shall automatically be canceled and shall cease to exist. Each
holder of a certificate that, immediately prior to the Effective Time, represented outstanding shares of Spinco Common Stock
(collectively, the “Certificates™) shall cease to have any rights with respect thereto, except the right to receive, upon the surrender
of any such Certificate, the Per Share Merger Consideration.

(d) Each share of Company Common Stock that is issued and outstanding immediately prior to and at the Effective Time shall
remain outstanding following the Effective Time.

3.2 Distribution of Per Share Merger Consideration.

(a) Agent. Prior to or at the Effective Time, the Company shall deposit with the Agent (as defined in the Distribution Agreement),
for the benefit of persons entitled to receive shares of Spinco Common Stock in the Distribution and for distribution in accordance
with this Article III, through the Agent, certificates or book—entry authorizations representing the shares of Company Common Stock
(such shares of Company Common Stock, together with any dividends or distributions with respect thereto to which the holders
thereof may be entitled pursuant to Section 3.2(c), being hereinafter referred to as the “Distribution Fund™) issuable
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pursuant to Section 3.1 in exchange for outstanding shares of Spinco Common Stock. The Agent shall, pursuant to irrevocable
instructions, deliver the Company Common Stock contemplated to be issued pursuant to Section 3.1 from the shares of stock held in
the Distribution Fund. If the Company deposits the Shares into the Distribution Fund prior to the Effective Time and the Merger is not
consummated, the Agent shall promptly return the shares to the Company. The Distribution Fund shall not be used for any other
purpose.

(b) Distribution Procedures. At the Effective Time, all shares of Spinco Common Stock shall be converted into shares of
Company Common Stock pursuant to, and in accordance with the terms of this Agreement, immediately following which the Agent
shall distribute on the same basis as the shares of Spinco Common Stock would have been distributed in the Distribution and to the
persons entitled to receive such Distribution, in respect of the outstanding shares of AT Co. Common Stock held by holders of record
of AT Co. Common Stock on the Record Date, all of the shares of Company Common Stock into which the shares of Spinco Common
Stock that otherwise would have been distributed in the Distribution have been converted pursuant to the Merger. Each person entitled
to receive Spinco Common Stock in the Distribution shall be entitled to receive in respect of the shares of Spinco Common Stock
otherwise distributable to such person a certificate or book—entry authorization representing the number of whole shares of Company
Common Stock that such holder has the right to receive pursuant to this Article III (and cash in lieu of fractional shares of Company
Common Stock, as contemplated by Section 3.2(e)) (and any dividends or distributions pursuant to Section 3.2(c)). The Agent shall
not be entitled to vote or exercise any rights of ownership with respect to the Company Common Stock held by it from time to time
hereunder, except that it shall receive and hold all dividends or other distributions paid or distributed with respect thereto for the
account of persons entitled thereto.

(c) Distributions with Respect to Undistributed Shares. No dividends or other distributions declared or made after the Effective
Time with respect to Company Common Stock with a record date after the Effective Time shall be paid with respect to any shares of
Company Common Stock that are not able to be distributed by the Distribution Agent promptly after the Effective Time, whether due
to a legal impediment to such distribution or otherwise. Subject to the effect of applicable laws, following the distribution of any such
previously undistributed shares of Common Stock of the Company, there shall be paid to the record holder of the certificates
representing such shares of Company Common Stock, without interest (i) at the time of the distribution, the amount of cash payable in
lieu of fractional shares of Company Common Stock to which such holder is entitled pursuant to Section 3.2(e) and the amount of
dividends or other distributions with a record date after the Effective Time theretofore paid with respect to such whole shares of
Company Common Stock and (ii) at the appropriate payment date therefor, the amount of dividends or other distributions with a
record date after the Effective Time but prior to the distribution of such shares and a payment date subsequent to the distribution of
such shares payable with respect to such whole shares of Company Common Stock. The Company shall deposit in the Distribution
Fund all such.dividends and distributions.

(d) No Further Ownership Rights in Spinco Common Stock. All shares of Company Common Stock issued in respect of shares of
Spinco Common Stock (including any cash paid pursuant to Section 3.2(c)) shall be deemed to have been issued in full satisfaction of
all rights pertaining to such shares of Spinco Common Stock.

(€) No Fractional Shares. Notwithstanding anything herein to the contrary, no certificate or scrip representing fractional shares of
Company Common Stock shall be issued in respect of shares of Spinco Common Stock, and such fractional share interests will not
entitle the owner thereof to vote or to any rights as a stockholder of the Company. All fractional shares of Company Common Stock
that a holder of Spinco Common Stock would otherwise be entitled to receive as a result of the Merger shall be aggregated and if a
fractional share results from such aggregation, such holder shall be entitled to receive, in lieu thereof, an amount in cash determined
by multiplying (i) the closing sale price per share of Company Common Stock on the NYSE on the business day preceding the
Effective Time, if the stock is being traded on such date, or if the stock is not being traded on such date, the closing sale price per
share of Company Common Stock on the NYSE on the first business day that such stock is traded, by (ii) the fraction of a share of
Company Common Stock to which such holder would otherwise have been entitled. The Company shall timely make available to the
Agent any cash necessary to make payments in lieu of fractional shares as aforesaid. Alternatively, the
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Company shall have the option of instructing the Agent to aggregate all fractional shares of Company Common Stock, sell such shares
in the pdblic market and distribute to holders of Spinco Common Stock who otherwise would have been entitled to such fractional
shares of Company Common Stock a pro rata portion of the proceeds of such sale.

(D) Termination of Distribution Fund. Any portion of the Distribution Fund made available to the Agent that remains undistributed
to the former stockholders of Spinco on the one~year anniversary of the Effective Time shall be delivered to the Company, upon
demand, and any stockholders of Spinco who have not received shares of Company Common Stock in accordance with this Article III
shall thereafter look only to the Company for payment of their claim for Company Common Stock and any dividends or distributions
with respect to Company Common Stock.

(g) No Liability. Neither Spinco nor the Surviving Corporation shall be liable to any holder of Spinco Common Stock or any
holder of shares of AT Co. Common Stock for shares of Company Common Stock (or dividends or distributions with respect thereto

or with respect to Spinco Common Stock) delivered to a public official pursuant to any applicable abandoned property, escheat or
similar Law.

(h) Closing of Transfer Books, From and after the Effective Time, the stock transfer books of Spinco shall be closed and 1o
transfer shall be made of any shares of capital stock of Spinco that were outstanding immediately prior to the Effective Time.

(i) Withholding Rights. Spinco, the Company and the Surviving Corporation shall be entitled to deduct and withhold from the
consideration otherwise payable pursuant to this Agreement to any holder of any Spinco Common Stock such amounts as they
determine in good faith are required to be deducted and withheld with respect to the making of such payment under the Code, or under
any provision of state, local or foreign Tax Law. To the extent that amounts are so withheld and paid over to the appropriate Taxing
Authority, such withheld amounts will be treated for all purposes of this Agreement as having been paid to the recipient.

ARTICLE IV
Related Transactions
The following transactions shall occur at or prior to the Effective Time.

4.1  Distribution. Upon the terms and subject to the conditions of the Distribution Agreement, prior to the Effective Time, AT
Co. and Spinco each shall take, or cause to be taken, all actions, and do, or cause to be done, all things necessary, proper or advisable,
including obtaining any consent, approval or waiver from, and satisfying any notification requirements to, any Governmental
Authority or other third party, that is required under applicable Laws or pursuant to any Contract to which AT Co., Spinco or any of
their respective Subsidiaries is a party or by which any of their respective assets are based, to consummate and make effective the
Contribution and the Distribution and the other transactions contemplated by the Distribution Agreement and shall use their respective
reasonable best efforts to cause to be effected the Contribution and the Distribution in accordance with the terms of the Distribution
Agreement.

42 AT Co./Spince Transaction Agreements. Upon the terms and subject to the conditions of the Distribution Agreement, at or
prior to the Effective Time, AT Co. and Spinco shall each execute and deliver the Tax Sharing Agreement, the Transition Services
Agreement and the Employee Matters Agreement, each substantially in the form attached to the Distribution Agreement, as well as the
Shared Assets Agreement, the Shared Contracts Agreement and all other agreements, if any, required in connection with the
Contribution and the Distribution.

4.3  Corporate Offices. From and after the Effective Time, the location of the headquarters and principal executive offices of the
Surviving Corporation shall be the executive offices of Spinco as of immediately prior to the Effective Time.
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44 jrectors and Officer. inco. AT Co. and Spinco shall take all action reasonably necessary to cause the Board of
Directors of Spinco immediately prior to the Effective Time to consist of nine (9) members, one (1) of whom shall be the Chairman of
the Board of Directors of Spinco, as set forth on Exhibit E hereto, one (1) of whom shall be the Chief Executive Officer of Spinco, as |
set forth on Exhibit E hereto, six (6) of whom shall be designated by AT Co. and one (1) of whom shall be designated by the
Company. Each of the parties hereby acknowledges and agrees that the Company’s designee and at least four (4) of AT Co.’s
designees shall be “independent directors” within the meaning given such term under the rules of the NYSE. At the Effective Time,
Francis X. Frantz shall serve as Chairman of the Board of Directors of the Surviving Corporation. The Board of Directors of the
Surviving Corporation shall be divided into three classes, each initially compriséd of three (3) directors, with directors serving
staggered three (3) year terms and only one (1) class of directors standing for election each year, it being acknowledged and agreed
that (i) the Company’s designee shall be appointed as a Class II director of Spinco with a term expiring at the 2008 annual meeting
and (ii) the Chairman of the Board of Directors, the Chief Executive Officer and one director designated by AT Co. shall be appointed
as Class III directors of Spinco with terms expiring at the 2009 annual meeting. By no later than the date on which the Company
commences solicitation of proxies for use at the Company Stockholders Meeting, (i) AT Co. shall give written notice to the Company
setting forth AT Co.’s designees to the Spinco Board of Directors and (ii) the Company shall give written notice to AT Co. setting
forth the Company’s designee to the Spinco Board of Directors and, in each case, spécifying such information with respect to each
such designee as is required to be disclosed in the Proxy Statement/ Prospectus. Spinto shall take all action reasonably necessary so
that the officers of Spinco immediately prior to the Effective Time shall consist of the individuals set forth in Exhibit E attached
hereto.

4.5 FEinancing Cooperation. ’

(a) Each of AT Co., Spinco and, if reasonably requested by AT Co. or Spinco, the Company shall cooperate in connection with the
preparation of all documents and the making of all filings required in connection with the Spinco Financing (as defined in the
Distribution Agreement) and the Debt Exchange (as defined in the Distribution Agreement) and shall use their respective reasonable
best efforts to take, or cause to be taken, all actions and to do, or cause to be done, all other things necessary, proper or advisable to
consummate the Spinco Financing and the Debt Exchange and the other transactions contemplated in connection therewith. Without
limiting the generality of the foregoing, each of AT Co., Spinco and, if reasonably requested by AT Co. or Spinco, the Company shall
use their respective reasonable best efforts to cause their respective employees, accountants, counsel and other representatives to
cooperate with each other in (i) participating in meetings, drafting sessions, due diligence sessions, management presentation sessions,
“road shows” and sessions with rating agencies in connection with the syndication or marketing of the Spinco Credit Agreement (as
defined in the Distribution Agreement) and the consummation of the Spinco Notes Offering (as defined in the Distribution
Agreement), (ii) preparing business projections, financial statements, offering memoranda, private placement memoranda,
prospectuses and similar documents deemed reasonably necessary by AT Co., Spinco or the Company, to be used in connection with
consummating the Spinco Financing and the Debt Exchange, (iii) executing and delivering all documents and instruments deemed
reasonably necessary by AT Co., Spinco or the Company, including any underwriting or placement agreements, pledge and security
documents, other definitive financing documents, including any indemnity agreements, or other requested certificates or documents,
legal opinions, engineering reports, environmental assessment reports, surveys and title insurance as may be reasonably requested by
Spinco, provided, however, that no such agreements or documents shall impose any monetary obligation or liability on the Company
prior to the Effective Time, (iv) disclosing the Spinco Financing and the Debt Exchange, as reasonably appropriate, in the Registration
Statement, and (v) taking all other actions reasonably necessary in connection with the Spinco Financing, including any such actions
required to permit the assumption by the Surviving Corporation of such Spinco Credit Agreement, Spinco Exchange Notes and Spinco
Notes at the Effective Time.

(b) The Company shall use all reasonable best efforts to cause Deloitte & Touche LLP, the independent auditors of the Company,
to provide any unqualified opinions, consents or customary comfort letters with respect to the financial statements of the Company
needed in connection with the Spinco Financing. The
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Company agrees to allow Spinco’s accounting representatives the opportunity to review any financial statements pursuant to this
Section 4.5 and to allow such representatives reasonable access to the Company and jts Subsidiaries and supporting documentation
with respect to the preparation of such financial statements and to use reasonable best efforts to cause its independent auditors to .
provide reasonable access to their working papers relating to procedures performed with respect to such financial statements.

(c) AT Co. and Spinco shall use all reasonable best efforts to cause Pricewaterhouse Coopers LLP, the independent auditors of
Spinco, to provide any unqualified opinions, consents or customary comfort letters with respect to the financial statements of Spinco
needed in connection with the Spinco Financing, the Proxy Statement/ Prospectus or the Registration Statement. Spinco agrees to
allow the Company’s accounting representatives the opportunity to review any financial statements pursuant to this Section 4.5 and to
allow such representatives reasonable access to Spinco and its Subsidiaries and supporting documentation with respect to the
preparation of such financial statements and to use reasonable best efforts to cause its independent auditors to provide reasonable
access to their working papers relating to procedures performed with respect to such financial statements.

ARTICLEV )
Representations and Warranties of AT Co.

Except as disclosed in the corresponding section of the Disclosure Letter delivered by AT Co. to the Company immediately prior
to the execution of this Agreement and signed by an authorized officer of AT Co. (the “AT Co. Disclosure Letter”) (it being agreed
that disclosure of any item in any section of the AT Co. Disclosure I'etter shall be deemed disclosure with respect to any other section
of this Agreement to which the relevance of such item is reasonably apparent on its face), AT Co. hereby represents and warrants to -
the Company as follows:

5.1  Qrganization; Qualification. AT Co. is a corporation duly organized, validly existing and in good standing under the
laws of the State of Delaware. AT Co. and its Subsidiaries have all requisite corporate power and authority to own, lease and
operate their properties and assets that will be contributed to Spinco pursuant to the Distribution Agreement, except where the
failure to have such power and authority would not reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect on the Spinco Business. Each of AT Co. and its Subsidiaries is duly qualified or licensed to do business and is in
good standing in each jurisdiction in which the property owned, leased or operated by the Spinco Business that will be contributed
to Spinco pursuant to the Distribution Agreement or the nature of the Spinco Business operated by it makes such qualification
necessary, except in such jurisdictions where the failure to be so qualified or licensed or in good standing would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on the Spinco Business.

5.2 Corporate Authority: No Violation. '

(a) AT Co. has the corporate power and authority to enter into this Agreement and each other Transaction Agreement to which
it is a party and to carry out its obligations hereunder and thereunder. The execution, delivery and performance by AT Co. of this
Agreement and each other Transaction Agreement to which it is a party and the consummation of the transactions contemplated
hereby and thereby have been duly authorized by all requisite corporate action on the part of AT Co., except for such further
action of the Board of Directors of AT Co. required to establish the Record Date and the Distribution Date, and the effectiveness
of the declaration of the Distribution by the Board of Directors of AT Co. (which is subject to the satisfaction or, to the extent
permitted by applicable Law, waiver of the conditions set forth in the Distribution Agreement). This Agreement has been duly
executed and delivered by AT Co. and, assuming the due authorization, execution and delivery by the Company, constitutes a
legal, valid and binding agreement of AT Co., enforceable against AT Co. in accordance with its terms (except insofar as such
enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting
creditors’ rights generally, or by principles governing
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the availability of equitable remedies). As of the Distribution Date, each other Transaction Agreement to which AT Co. is a party
willthave been duly executed and delivered by AT Co. and, assuming the due authorization, execution and delivery by the other
partiés thereto, will constitute a legal, valid and binding agreement of AT Co., enforceable against AT Co. in accordance with its
terms (except insofar as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or
similar laws affecting creditors’ rights generally, or by principles governing the availability of equitable remedies).

(b) Neither the execution and delivery by AT Co. of this Agreement and other Transaction Agreements to which it is a party
nor the consummation by AT Co. of the transactions contemplated hereby or thereby or compliance by AT Co. with any of the
provisions hereof or thereof will (i) violate or conflict with any provisions of AT Co.’s Certificate of Incorporation or Bylaws;

(i1) result in a default (or an event that, with notice or lapse of time or both, would become a default) or give rise to any right of
termination by any third party, cancellation, amendment or acceleration of any obligation or the loss of any benefit under, any
Contract to which AT Co. or any of its Subsidiaries is a party or by which AT Co. or any of its Subsidiaries is bound or affected;
(iii) result in the creation of a Lien, pledge, security interest, claim or other encumbrance on any of the issued and outstanding
shares of Spinco Common Stock, capital stock of any Spinco Subsidiary or on any of the Spinco Assets pursuant to any Contract
to which AT Co. or any of its Subsidiaries (including Spinco and its Subsidiaries) is a party or by which AT Co. or its Subsidiaries
is bound or affected; or (iv) assuming the consents and approvals contemplated by Section 5.2(c) below are obtained, violate or
conflict with any order, writ, injunction, decree, Law, ordinance, rule or regulation applicable to AT Co. or any of its Subsidiaries
(including Spinco and its Subsidiaries), or any of the properties, business or assets of any of the foregoing, other than, in the case
of each of clauses (i) through (iv), any such violation, conflict, default, right, loss or Lien which would not reasonably be expected
to have, individually or in the aggregate, a Material Adverse Effect on the Spinco Business.

(c) Other than ih connection with or in compliance with (i) the provisions of the DGCL, (ii) the Securities Act, (iii) the
Exchange Act, (iv) the HSR Act, (v) the Communications Act and applicable rules and regulations thereunder and FCC Rules,
(vi) the approvals set forth on Section 5.2(c) of the AT Co. Disclosure Letter, and (vii) the rules and regulations of the NYSE
(collectively, the “AT Co._Approvals”), no authorization, consent or approval of, or filing with, any Governmental Authority is
necessary for the consummation by AT Co. of the transactions contemplated by this Agreement and the other Transaction
Agreements, except for such authorizations, consents, approvals or filings that, if not obtained or made, would not reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect on the Spinco Business.

5.3 Information Supplied. All documents that AT Co. is responsible for filing with any Governmental Authority in
connection with the transactions contemplated hereby and by each other Transaction Agreement will comply in all material
respects with the provisions of applicable Law. All information supplied or to be supplied by AT Co. in any document, other than
the Registration Statement which is addressed in Section 6.8 hereof, filed with any Governmental Authority in connection with the
transactions contemplated hereby and by the other Transaction Agreements will be, at the time of filing, at the Distribution Date
and at the Effective Time, true and correct in all material respects.

54 AT Co. Reports and Financial Statements,

(a) AT Co. has previously made available to the Company complete and correct copies of:

(i) AT Co.’s Annual Reports on Form 10-K filed with the SEC under the Exchange Act for each of the years ended
December 31, 2004, 2003 and 2002;

(ii) AT Co.’s Quarterly Reports on Form 10—Q filed with the SEC under the Exchange Act for the quarters ended
March 31, 2005, June 30, 2005 and September 30, 2005;

(iii) each definitive proxy statement filed by AT Co. with the SEC under the Exchange Act since January 1, 2003;
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