
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION PUBLIC SERVICE 
COMMISSION 

In the Matter of: 

APPLICATION FOR APPROVAL OF ) 
THE TRANSFER OF CONTROL OF ) CASE NO. 2005-00534 
ALLTEL ImNTUCKY, INC. AND ) 
KENTUCKY ALLTEL, INC. AND FOR ) 
AUTHORIZATION TO GUARANTEE ) 
INDEBTEDNESS 1 

NOTICE OF SERVICE OF PREVIOUSLY FILED MATERIALS 

***** 

Kentucky Alltel, Inc., AIltel Kentucky, Inc., Alltel Communications, Inc., Alltel 

Holding Corp., Valor Communications Group and Alltel Holding Corporate Services, Inc. 

("Applicants") notify the parties and Commission as follows: 

1. In its May 23, 2006 Order in this matter, the Commission directed the 

Applicants to file the initial credit ratings of Windstream Corporation with the 

Commission and serve copies on all parties. 

2. By letter dated June 19, 2006 and sent by overnight delivery, Windstream 

filed the initial credit ratings. 

3. Because of an oversight, copies were not served on the parties. By this 

filing, copies are being served on counsel for all parties. 

4. Applicants apologize for the oversight. 



Respectfully submitted, 

-\\ 

I STITES & HARBISON PLLC 
421 W. Main Street 
P.O. Box 634 
Frankfort, KY 40602-0634 
(502) 223-3477 
moverstreet@stites.com 



CERTIFICATE OF SERVICE 

I hereby certify that a true and accurate copy of the foregoing was served by 
delivery in by U.S. Mail, Postage Prepaid upon: 

Douglas F. Brent John E. Selent 
Stoll Keenon & Ogden, PLLC Dinsmore & Shohl, LLP 
2650 Aegon Center 1400 PNC Plaza 
400 West Market Street 500 West Jefferson Street 
Louisville, Kentucky 40202 Louisville, Kentucky 40202 
e-mail: brent@,skp.com e-mail: selent@dinslaw.com 

David ~arberie Dennis Howard 
Department of Law Larry Cook 
Lexington-Fayette Urban County Office of the Attorney General 
Government Suite 200 
200 East Main Street 1024 Capital Center Drive 
Lexington, Kentucky 40507 Frankfort, Kentucky 40601 
e-mail: dbarberi@lfuca.com e-mail: dennis.howard@aq.kv.gov 

Jonathon Amlung Don Meade 
Amlung Law Offices Priddy, Isenberg, Miller & Meade, PLLC 
61 6 South Fifth Street 800 Republic Building 
Louisville, Kentucky 40202 429 West Muhamad Ali 

Louisville, Kentucky 40202 
e-mail: dmeade@pimmlaw.com 

Bethany Bowersock 
SouthEast Telephone Company 
106 Scott Avenue 
P.O. Box 1001 
Pikeville, Kentucky 41 502 
e-mail: beth.bowersock@.setel.com 

on this the 7'h day of July, 2006. 

Mark R. Overstreet 



/ 
ALLTEL Communications 
4001 Rodney Parham Road 
Littie Rock, AR 72212 

C llt el 
Cesar Caballero 
Director - Regulatory Law and Policy 
501-748-7142-office. 501-7487996-fax 
e mail: cesar.caballero@alltel.wm 

June 19,2006 

VIA OVERNIGHT MAII, 
Beth O'Donnelt 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
Frankfort, KY 40601-8294 

RE: P.S.C. Case No. 2006-00534 

Dear Ms. O'Donnell: 

Enclosed please find copies of the initial credit ratings of Windstream Corporation in 
accordance with the Commission's Order issued May 23,2006 in the above captioned proceeding. 

Sincerely, 

Cesar Caballero 



Global Credit Research 
Rating Action 

1 JUN 2006 

Rating Action: Windstream Corporation 

MOODY'S ASSIGNS ..,. " , ,_  Ba2 ,.__....,..,..._.,_I__.,._ RATING TO WINDSTREAM _ _  CORPORATION' -.t OUTLOOK - .,,, ,, . IS ,., ,STABLE 

Approximately $6.8 Billion of Debt Affected 

New York. June 01.2006 -- Moodv's Investors Service has assigned a Ba2 corporate family rating, a Ba2 
ratino for the oroooked $2.9 biilioiin senior secured credit facilities. and a Ba3;atina for the $2.5biliion in - ~ ~ ~ ~ =  - ~ ~- ,~ - - - - - ~  -~~ ~ ~ 

sen:or notes at Windstream Corporation (. Wlndstream"), an ent ty to be created foli&ing me spinofi o! the 
Ai.tel n:reline operations and !he reverse Morris Trust merger wth Valor Teiecommunications ("Valor'). In 
addition. Moodv's downaraded the ratinas of the existing Ailtel Georgia Communications to Baa2 and Alitel 
~ommu"icatiotis ~o io i&s of Midwest toBa2. Valor's corporate famiy ralng was upgrade0 to Ba2, along 
wlth the senior secured cred~l facilities and the senior notes. refiect.?g the strong like.hood :ha: the spinoff 
w:ll be imDiemented as oanned. Tne upgrade of Valor's senior no!es ref ects tne par.-passu treatment they 
will receive relative to windstream's secbred credit faciiities. Upon the conclusion of the merger, Valor's 
corporate family and the senior secured facility ratings will be withdrawn. The outlook is stable. 

lssuer - 
Windstream Corporation 

Corporate Family Rating --Assigned Ba2 

$500 million Senior Secured Revoiving Credit Faciiity -- Assigned Ba2 

$500 million Senior Secured ~ e r m  Loan A -- Assigned Ba2 

$1,900 miilion Senior Secured Term Loan B -Assigned Ba2 

$800 million Senior Notes -- Assigned Ba3 

$1,703 miilion Senior Notes due 2016 --Assigned Ba3 

Outlook -- Assigned Stable 

lssuer - 
Valor Telecommunications Enterprises, LLC: 

Corporate Family Rating -- Changed to Ba2 from Ba3 

$100 million Senior Secured Revolving Credit Facility -- Changed to Ba2 from Ba3 

$780 million Senior Secured Term Loan B -- Changed to Ba2 from Ba3 

$400 miilion Senior Notes due 2015 -- Changed to Ba2 from B1 

Outlook -- Changed to Stable from positive 

lssuer - 

Alitel Communications Holdings of the Midwest, Inc: 

$100 miilion Senior Notes due 2028 - Changed to Ba2 from A2 



Alltel Georgia Communications: 

$80 million Senior Notes due 2013 -- Changed to Baa2 from A3 

The Ba2 corporate family rating reflects the hgh deot levels that Wndstream bv~il :ncur. in large part to f ~ n d  a 
dividend to Alltel shareholders at the spinoff. t also ref ects expected donnward pressJre on w re1 ne 
revenue and cash flow arowth in the futdre. Coupled with tne s:qnif cant d:v:dends that Windsrream plans to 
oav in the future. cash fiows available for debt reduction are likav to remain below 3.1% in the next two 
;ears, and Moody's does not expecl debt to oeclne below 3 3x EB TDA over tne ratlngs hor,zon The rat ngs 
and the outlook benefit from the stabil.ty of tne company's operallols and management's track record of 
delivering on expected results. 

Windstream, headquartered in Little Rock, AR, is an ILEC to be formed via merger of Ailtel's wireline 
operations and Valor. 

New York 
Gerald Granovsky 
Vice President - Senior Analyst 
Corporate Finance Group 
Moodv's lnvestors Service 
JOU~NALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

New York 
Julia Turner 
Managing Director 
Coroorate Finance Grouo 
Mo;dy's Investors service 
JOURNALISTS. 212-553-0376 
SUBSCRIBERS: 212-553-1653 

(together. "MOODY'S'". Ail rights reserved. 

ALL INFORMATION CONTAINED HEREIN I S  PROTECTED BY COPYiiIGHT LAW AND NONE OF SUCii INFORMATION 1 i l N  BE 
COI'IED 013 OrklEilWISE SLCPI1ODIICED. S3CI'AC,'KACiCD, l"iiS<i'iIER 'ISUNSMlliEU, 'T~lANSI:IIi~l<ED, D1SSI;MINllliD. 
REDiSTRlHUTED OK RESOLD, OR STORED FOR SURSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, 1iN ANY 
FORM OR MANNER OR BY ANY MEANS WI-IATSOEVER, BY ANY PFRSON WlTiiOUT MOODY'S PRiCiR WRITTEN CONSENT. Ali 
information mntained hei'ein is obtained By MOODY'S ftnin S~IIICFS heiiev,?d by i t  to be i lcci ir~t is and ieliabie, Becaiise of the 
ijossibility o f  hi imii i i  ui' mr!ctiiinical e i i i l r  as well us otiir!i' faclors, hobvt!iici, siictl inPormation is provided "as is" withoiit. warii>nh/ 
of any kitid and MOODYS, in pai-tlciiiai, maker, no iej i i i?sri i tal ioi~ o i  wal-iarily, e.xj>ress or lmplicd, as to  tiie ar:ciiia!:y, itimeiiocss, 
com[>let(?t?e~~~, mirrrhantabliity oi- li(.iioss for any psrticulsi. jnirpose of any such i~??orination, i inder on circuinstancr2s shali 
MOODY'S have any lciibility t o  any person or er:i.lty i c r  (a) any loss oi- darnage ti? wii:ill? or in pzrt caiisnd by, ri!Suiiiiig from, or 
iciaang to, any ci-rot. (iiegiiganl or otiienvist') or otkiei. ciiTiiri)Ptiwice or coiitii:cjency ivithin or o~i is ide the control of MOODY'S or 
any of its (iil??dors, ofiici!rs, r:mployecs or agenl:,s in connection witit 1Ije pmo.ircmeiil:, coiiecrioii, cornpiiaiion, anidiysls, 
ii:teiprctacioii, cornrrii!iiicetioli. pubIici$tlori or i1ciivci.y of any s u ~ h  iiifuririation, oi' (b) a!ly direic, i:,(iii-ecb spacial, cunsuquer~iial, 
coinpc!iiiatoiy or ii:i:idei~tal damsgcr, whatsoever (iilciuding wi?hoiit. limitisticin, losi: Pioiits), evun i l  MOOl2YS is advised i t ?  
advance of the possibility 01 si;cil damage,  iresiilt.ing lrom the use of or inahtiity to  !!se, any siiri-i !!?foi.mstion, Slie credit ratings 
af!d fii!ancial reuortinq eiialysis obse~.vatioiis, i f  any, miist i lut ing part o f  tire inlorrnation corllained fiereit: sic, iriid :i,ust be 

..... - ......................... 
MOODY'S IN ANY FORM OR MANNER WIIATSOEVER. Each iaii:;ii or oilier opiriian mast be iyciqilei! solely as one fitctoi. ir, at:? 

Mootiy's IIIVE~~UE Service PIy LiriliteO dves riot Ihoid 881 Austi-aiiaii fli?anciai seivicea iicenci. uiidcr thc Corpoiatians Act. Tiiis 
creiiir ra t i n~ )  op i~ i ian iies br!i?n priiiyarod wiihoiit taking iiito dccoitnt ail? of your objectives, tini;ncial situati311 01. (needs. YOU 
shoi~id, ibeiore ar i ing on ?lie apinioo, consider t l ie ii12proprial:eness of the opinion havli?g regard to  your owi: ohjeriives, financ!a! 
sIt,~irition and nct!ds. 



KNOW YOUR RlSK " 
FITCH RATES WINDSTREAM COMMUNICATIONS 'BBi' 

Fitch Ratings-Chicago-02 June 2006: Fitch has assigned an issuer default rating (IDR) of 'BB+' to 
Windstream Communications (Windstream). In addition, Fitch has assigned a 'BBB-' rating to its 
proposed credit facility, of which $2.4 billion is expected to be outstanding, and a 'BB+' rating to its 
proposed $2.5 billion of senior unsecured notes. The Rating Outlook is Stable. 

At the colnpletion of the transaction, Fitch expects to assign a 'BBB-' rating to Valor's existing $400 
million in senior notes (co-issued by Valor Telecommunications Enterprises, LLC and Valor 
Telecommunications Enterprises Finance Corp.). In addition, Fitch has removed from Rating Watch 
Negative and affirmed with a Stable Outlook the 'BBB-' ratings assigned to Alltel Georgia 
Communications senior debt and downgraded its IDR to 'BB+' from 'A'. The rating assigned to 
Alltel Colnmunications Midwest (Aliant) has been downgraded to 'BB+' from 'BBB-' and removed 
from Rating Watch Negative. A 'BB+' IDR has been assigned to Alltel Communications Midwest 
and its Rating Outlook is Stable. 

The ratings of Alltel New York and Alltel Pennsylvania have been affirmed at 'BBB-' and removed 
from Rating Watch Negative. The ratings will be withdrawn following their retirement at the time 
of the transaction. 

Following the merger of Alltel Wireline with Valor, which is expected to take place in midJuly of 
2006, the surviving corporation (which is Valor) will he renamed Windstream Communications. 
Alltel Corp. will remain a separate business focused on providing wireless services. Generally, 
Wireline-related assets will be spun off with the Alltel Wireline, including the directory business, 
the competitive local exchange carrier (CLEC) operation, the Internet access business, and certain 
other support businesses. The long-distance operations will be retained by the wireline business, 
other than the fiber backbone supporting those operations and the revenues attributable to the 
wireless business' use of the fiber haclcbone. To bring about the spin-off, Alltel Wireline will issue 
conunoll stock and distribute approximately $1.7 billion of notes (the exchange notes) to Alltel 
COT. Alltel Wireline will also assume $181 million of local exchange subsidiary debt (net of $81 
million to be refinanced after the merger) issued by Alltel Georgia and Alltel Colnmunications 
Midwest (Aliant). Alltel Wireline will then pay a special dividend of $2.275 billion to Alltel. Alltel 
Wireline's merger with Valor will take place immediately after Alltel distributes the common stock 
of Alltel Wireline to its shareholders. Following the merger, Alltel shareholders will own 85% of 
the company and Valor shareholders 15%. Valor's shareholders still need to approve the 
transaction, and the shareholder meeting is expected to take place on June 27,2006. 

Windstream is expected to have up to $3.3 billion in available credit facilities, including a $500 
lnillion five-year revolving facility and up to $2.8 billion in tern? credit facilities. The company also 
plans to issue $800 million in senior notes. The credit facilities and notes will be used to pay the 
$2.275 billion dividend, to refinance the $783 million outstanding on Valor's bank facility and to 
refinance a potential offer for Valor's $400 million in outstanding senior notes. Windstream will 
assume and guarantee equally and ratably with the credit facilities $400 millio~l of outstanding 
Valor debt securities if they are not tendered to Windstream, and the availability of $400 inillion on 
the tenn credit facility will be terminated. 

Following the spin-off and merger, Windstream will be the second largest rural local exchange 
carrier and the sixth largest local exchange carrier in the U.S. The company will have at closing 
approximately 3.4 lnillion access lines in 16 states, with about two-thirds of its access lines 
concentrated in the states of Georgia, Kenh~clcy, Texas, Ohio and Nebraska. Annual revenues are 
expected to approximate $3.4 billion. 

Fitch's rating incorporates expectations for Windstrearn to generate strong operating cash flows and 
to have access to ample liquidity. Fitch expects Windstream to pay out approxilnately 70% of its 
net free cash flow as dividends to coinmon shareholders. The remaining free cash flows are 



expected to be used to maintain a relatively stable leverage ratio, with debt to EBITDA in the 3.2 
times (x)  to 3 . 3 ~  range. Liquidity is also supported by the company's $500 nlillion revolving credit 
facility, which will be in place until July 2011. Debt maturities in the next several years are 
expected to be nominal. 

Fitch believes that the company's rural footprint provides it with n~odestly lower exposure to 
competition than the urban-based regional Bell operating companies (RBOCs). The company 
indicated that it will have approximately 25 access lines per square mile, which compares favorably 
to the non-rural carrier average of 128 access lines per square mile. 

Concerns regarding Windstreanl include its dependence on voice sewice revenues. Fitch expects 
the company will continue to experience pressure on its cash flow from competition for its core 
voice services from technology substitution, including from wireless and cable operators. Cable 
operators are expected to materially increase their potential addressable market for voice services in 
Windstream's operating territory in 2006 and 2007, which could cause an acceleration o f  access line 
losses. Windstream is expected to mitigate this pressure through the growth in revenue from new 
services, including the continued deploy~nent o f  high speed data services, and by bundling its voice 
services with data, wireless and video services. The company currently has an agreement with 
Echostar Comnunications to offer its DISH network satellite television service and expects to enter 
into agreements to sell wireless services. In addition, the company will attempt to mitigate pressure 
on cash flow through cost controls and the realization of synergies arising from the combination o f  
Alltel Wireline's business with Valor. 

Fitch believes that Windstream's expected dividend payout ratio is somewhat high for the industry 
as a whole, but in line with its expected low-growth profile and other rural carriers. The company is 
expected to have moderate financial flexibility and Fitch expects the conlpany to initially reduce 
debt with excess cash flows. In the intennediate to longer term, Fitch believes the company has an 
interest in participating in the consolidation of the rural wireline market, subject to a rigorous set of 
criteria. As a mature business, capital expenditures are expected to be relatively flat. The company 
has no current plans to deploy a wireline-based video network, but will monitor develop~nents in 
this area. Such a deployment could lead to an increase in capital spending. 

Fitch's Stable Rating Outlook reflects expectations for relatively flat leverage as produced by 
moderate declines in EBITDA and debt. On a pro forma basis, and including a projected $40 
million in net synergies, Windstream's gross debt-to-operating EBITDA was 3.2 times (x)  in 2005. 
In Fitch's view, leverage is expected to remain relatively stable for the foreseeable future, ass~nning 
the continued loss o f  access lines, partly offset by the company's growth initiatives. Factors causing 
Fitch to revise the Rating Outloolc to Negative would include an acceleration in the rate o f  EBITDA 
erosion arising from greater than anticipated access line losses andlor cost pressures, and an 
increase in cash flowing to equity holders through dividends or stock repurchases in the absence of 
improvements in operating cash flows. 

Contact: John Culver, CFA +I-312-368-3216, or Bill Densmore, +I-312-368-3125, Chicago. 

Media Relations: Brian Bertsch, New Yorlc, Tel: +I 212-908-0549. 

Fitch's rating definitions and the terms of use of such ratings are available on the agency's public 
site, 'www.fitchratings.com'. Published ratings, criteria and methodologies are available from this 
site, at all times. Fitch's code of  conduct, confidentiality, conflicts o f  interest, affiliate firewall, 
compliance and other relevant policies and procedures are also available from the 'Code of Conduct' 
section o f  this site. 



RalingsDirect 
Publicafion Dale 
June 6,2W6 

Windstrearn Corp. 
Assigned 'IBB+' Corporate Credit :Rating 

With Negative Outlook 
Rationale 

On June 6,2006, Standard & Poor's Rating Services assigned its 'BB+' coiporate credit rating to 

Little Rock, Ark.-based Windstreani Colp., a company to be formed tlirougli the niwger of Valor 

Communications Gmup inc. with the wireline business to be spun off rium ALLTEL Corp. The 

transaction is expected to close in July.Tlie outlook is negative. 

At tlie same time, Windstream's proposed $3.3 billion senior secured credit facility was rated 'BBB-', 

one notch above thc corporate credit rating, and assigned a recoveiy rating of ' l', indicating 

expectations for full (100%) recovery of principal in the event of a payment default. A 'BB-'rating 

was assigned to the company's proposed offering of $2.5 billion of unsecured notes, comprised of 

$1.7 billion of debt for debt exchange notes to bc issued to ALLTEL, and $800 million of notes that 

will be issued by Windstream in a subsequent offering. The unsecured notes aa lilted two notches 

below the coiporate credit rating because of the significant amount of priority obligations, largely tlie 

bank facility. Proceeds f ~ o n i  the transactions will be used to pay a $2.3 billion dividend to ALLTEL, 

refinance existing debt, and pay transaction fees. Debt outstaiding at March 31,2006, pro fonna for 

the proposed transactions, totaled $5.5 billion. 

Meanwhile, the ratings on Valor Communications remain on CreditWatch, where they were placed 

with positive implications Dec. 9,2005, following the announcement of the proposed merger. Upon 

completion of the merger in early July, Windstream will repay borrowings under Valor's existing 

credit facility (which totaled $781 million at March 31,2006) a id  assume approximately $400 niillioil 

of Valor's senior unsecured notes on a pari passu basis with Windsticam's senior secured CI-edit 

facility. The rating on these notes will be raised to 'BBB-', the same as the senior secund credit 

facility, and a ' I '  recovery rating will be assigned. 



Windstream Carp Assigned ' B B i  ' Corporate Credit Rating With Negative Outlook 

Windstream will also assume approximately $180 million of existing debt issued by two ALLTEL Corp 

entities. The rating on debt totaling $80 million, issued by ALLTEL Georgia Communications Corp., will be 

lowered to 'B13B', two notches above the colporate credit rating on Windstream, reflecting the issue's superior 

posilion in the capital structure and the substantial level ofovercollate~alizatio~~. The rating on $100 million of 

debt issued by Alltel Communications lloldings of the Midwest Inc. (formerly Aliant Communications) will be 

lowered to 'BBB-', one notch above the corpoilltc credit rating on Windstna~n, since the collateral securing this 

debt is also pledged on an equal and ratable basis to the senior secured credit facility. 

Ratings on Windstream reflect an aggressive shareholder-oriented financial policy with a commitment to a 

substantial common dividend that limits potential debt reduction, accelerating competition for voice and data 

services from cable operators - which could lead to significant pricing and margin pressure - flat to declining 

revenues from its mature local telephone business, a ld  risks related to its transition to a stand-alone business. 

Tempering factors include the company's position as the dominant pmvider of local and iong distance 

telecommunications services in secondary and tertiary markets, which provides some limited insulation froin 

competition, growth potential bin data and Internet services, its solid operating margin, and moderate capital 

requirements. 

Windstream is arural local exchange carrier providing voice and data communication services to about 3.4 

million access lines located in 16 states in the inidwestern and southeaslern U.S. and parts ofNew York wd 

Pennsylvania. The company's small competitive local exchange business is not a material rating consideration. 

The rural nature of much of the company's service telritory, characterized by low teledensily (25 access lines 

per square mile compared to the nonrural carrier average of 128 access lines per square mile) provides limited 

near-term protection against the deployment of voice over Internet protocol sewice by cable operators and 

others. Given that 80% of Windstream's access lines currently overlap with cable modems, the portion of its 

territory insulated from competition is relatively small. Additionally, approxiinately 34% of the company's 

access lines are located in markets served by large cable operators such as Time Warner Cable, Cox 

Communications Inc., Comcast Communications lnc., and lnsight Midwest LLC, , all of which have either 

deployed or plan to deploy cable telephony in their markets over the next year. Once cable telepilony 

competition is established, access-line losses could rapidly accelerate, pressuring both pricing and margins in 

Windstream's core local telephone business 

Windstream experienced pro forma access-line losses of approximately 4% in 2005 because of limited cable 

deploy~nent in some markets, wireless substitution, and loss of second lines. As a result, revenues for the lirst 

quarter of 2006 declined slightly on an annual basis due to lower local sewice and access revenues. Some of the 

revenue decline related to accesrline losses was offset by growth i11 Internet, data, and iong distance services. 

Digital subscriber line (DSL) customers totaled about 502,000 at the end ofthe first quarter, representiilg a 

penetration rate of about 21% of addressable lines. Going fo~ward, DSL is an important driver for growth. 

Increasing broadband penetration levels md  expanding thc percentage of addressable lines to about 80% Aam 

the current level of 70% will be apriinay focus for Windstream. The company has no extensive plans to 

upgrade its network to video capability, bul began reselling DISH satellite TV setvice to most of its markets as 

part of a discounted bundle in the fourth quarter of 2005. 

Standard & Poor's I ANALYSIS 2 



Windstream Corp. Assigned 'BE+ 'Corporate Credit Rating With Negative Outlook 

Given concerns about increasing competition in the wireline sector, we view Windstream's intention to 

implement a large common dividend as an aggressive financial policy. While the company generates substantial 

free operating cash flow due to asolid EBITDA margh of approxi~nately SO%, the planned dividend will 

consume over 70% of this cash, leaving about $150 million to $200 million available for debt repayment or 

investment in the business. This level of discretionary cash flow also assumes that capital expenditures remain 

fairly low at about $375 rniIlio11 annually, which equates to a fairly modest I I %  oftotal revenues. Debt to 

EBITDA at March 3 I, 2006, pro forma for the proposed transactioiis, is aggressive at about 3.4 times. 

Liqzrirlily 

Liquidity is adequate with an expectcd cash balance of$55 million to $60 million at tlie time of tlie spin-off, 

and availability under a$500 million revolving credit facility that will be undrawn. In addition, the company 

expects to generate $150 million to 200 ~nlillion in discretionary cash flow after funding the substantial common 

dividend. Under covenants containcd in the company's senior credit facilities, debt to EBlTDA cannot exceed 

4 . 5 ~  and interest coverage must exceed 2 .75~.  Maturities are minimal until 201 1, when the company's $500 

million revolver, $500 million term loan A, and $400 million term loan C mature. 

Recovery nsnlysis 

The senior secured credit facilities, which consist of a$500 million revolving credit facility, a $500 million term 

loan A, aS1.9 billion term loan B, and $400 million term loan C, are rated 'BBB-', one notch above the 

corporate credit rating, with recoveiy ratings of 'I*, indicating expectations for a full (100%) recovery of 

principal in tlie event of a payment default. (For the conlplete recovery analysis, see "Recovery I?eport: 

Windstream Corp. 's $3.3 Billion Senior Secured Credit Facililies. " lo be published on RatingsDirect 

i~~mledinfelyfo~owingnediatelyllowing the release oftkis report.) 

Outlook 

The outlook is negative. Cable telepho~iy deployment is expected to be a competitive challenge in the near term 

and could result in pricing pressure atid subsequent weakening of cash flow margins. Such a trend could lead to 

adowngmde ifthere is no change in the company's financial policy to reduce or eliminate tlie dividend. Any 

potential longer-tenn revision of the oullook to stable would only occur if the company is abic to reduce 

leverage while maintaining a good competitive position against cable telephony competition. 13owever, 

consideration ofastable outlook is likely to have a longer-term horizon since it may take at least one to t\vo 

years to dete~mine if Windstream has successfully met the cable telephony challcnge. 



Windstrean% Corp Assigned 'BB+ ' Corporate Credit Rating With Negative OuLlooii 

Ratings List 

Windstream Corp. 

Ratings Assigned 

Co~porate credit rating 

Proposed $500 mil sr secd c~ledit fac 

Recoveiy rating 

Proposed $500 million tenn loan A 

Recovery rating 

Proposed $1.9 billion term loan B 

Recovery rating 

Proposed $400 million term loan C 

Recovery rating 

Proposed $1.7 billion unsecured notes 

Proposed $800 million unsecured notes 

BBt/Ncgativel- 

BBB- 

I 

BBB- 

I 

BBB- 

1 

BBB- 

I 

BB- 

BB- 

Complete ratings infot-malion is available to subscribers of RatingsDirect, Standard & Poor's Web-based credit 

a~ialysis system, at www.ratingsdirect.com. All ratings affected by this rating action can be found on Standwd 

& Poor's public Web site at \nnu.standwdandpoors.com; under Credit Ratings in the left navigation area, 

select Find &Rating, tlieo Credit Ratings Search. 

Standard & Poor's 1 ANALYSIS 
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