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How Will UBB Be Financed?

¢ Rational people will invest if economic profits can be earned
— Do the numbers work? Is the project NPV positive?
— AT&T vs Verizon — similar carriers, different answer

¢ The Revenue Side of the Equation

- Protecting and growing existing revenue (voice, video and data)
- Market growth gives way to market share
- Competition drives deployment
- Will consumers pay for speed? The are now up to a point
- Over the top HD video becomes a risk

— HD will not immunize video revenues in UBB world

- New revenue streams
- Bandwidth caps
- Commercial bandwidth services versus net neutrality
- New applications — home networking, gaming, etc
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How Will UBB Be Financed?

¢ The Cost Side of the Equation
— Aerial versus buried infrastructure, density
— Estimates of future cost savings (opex/capex)
— Ability of existing infrastructure to satisfy demand

¢ The Credit Crunch Closes the Door
— Markets shut to new entrants
- CLWR indication of how receptive capital markets would be
— Cost of capital has increased dramatically
- VZ expected to pay 9-10% for ~$20B required for Alltel
- Is FiOS NPV positive at this new level?
- Investors clearly worried re LVLT/Q 2010 maturities

¢ Is There a Role for Government?
— Expect the financial bailout to lower appetite for new projects
— Back to the future - a new administration may have a new approach
— US experience vs Europe, the Chairman’s proposal
- Fiscal stimulus
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Speaker Information

John Hodulik, CFA — Managing Director, UBS Investment Research

¢ U.S. Telecommunications, Cable and Satellite TV analyst
— Have covered Telecommunications industry for 10 years
— Recently rolled out coverage of the pay TV sector

¢ UBS Global Coordinator for Telecommunications
— Oversee 16 senior telco analysts around the globe
— Synthesize view on key themes, regional weightings, global top picks

¢ Head of Communications, Media and Entertainment Research

— Manage 7 senior analysts and support personnel covering 60
communications related companies

— Sectors include Telecom, Media, Publishing, Broadcasting, Cable, and
Internet
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Global Disclosures

For a complete set of disclosure statements associated with the
companies discussed in this report, including information on valuation
and risk, please contact:

UBS Securities LLC
1285 Avenue of Americas
New York, NY 10019, USA

Attention: Publishing Administration
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This report is for distribution only under such circt 1ces as may be i by i law. Nothing in this report constitutes a representation
that any i strategy or ion contained herein is suitable or appropriate to a recipient's individual circumstances or otherwise
i a personal i It is i solely for i jon purposes, it does not constitute an advertisement and is not to be

construed as a solicitation or an offer to buy or sell any securities or related financial instruments in any jurisdiction. No representation or warranty,
either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to
information concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or
developments referred to in the report. UBS does not undertake that investors will obtain profits, nor will it share with investors any investment profits
nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making their investment
decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this
report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of UBS as a result

of using different and criteria. will initiate, update and cease coverage solely at the discretion of UBS Investment Bank
Research Management. The analysis contained herein is based on ions. Different i could result in ially different
results. The e ible for the p ion of this report may interact with trading desk personnel, sales personnel and other constituencies

for the purpose of gathering, synthesizing and interpreting market information. UBS is under no obligation to update or keep current the information
contained herein. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS, into other areas,
units, groups or affiliates of UBS. The compensation of the analyst who prepared this report is determined exclusively by research management and
senior (not including ir banking). Analyst ion is not based on il banking however, compensation
may relate to the revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part.

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

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC and/or
UBS Capital Markets LP) acts as a market maker or liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial
instruments of the issuer save that where the activity of liquidity provider is carried out in accordance with the definition given to it by the laws and
regulations of any other EU jurisdictions, such information is separately disclosed in this research report.
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS
AG, to persons who are eligible counterparties or professional clients and is only available to such persons. The information contained herein does not
apply to, and should not be relied upon by, retail clients.. UBS lelled is authorised and regulated by the Financial Services Authority (FSA). UBS
research complies with all the FSA requi its and laws and these are indicated on the research where applicable. France:
Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA. UBS Securities France S.A. is regulated by the Autorité des
Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this report, the report is also deemed to have been
prepared by UBS Securities France S.A. Germany Prepared by UBS Limited and distributed by UBS Limited and UBS Deutschland AG. UBS

AGis by the ranzdier istungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS
L|m|ted and UBS Securities Espafia SV, SA. UBS Secumles Espaiia SV, SA is regulated by the Comisién Nacional del Mercado de Valores (CNMV).
Turkey: Prepared by UBS Menkul Degerler AS on behalf of and distributed by UBS Limited. Russia: Prepared and distributed by ZAO UBS Securities.
Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited
and UBS ltalia Sim S.p.A.. UBS ltalia Sim S.p.A. is regulated by the Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa
(CONSOB). Where an analyst of UBS lItalia Sim S.p.A. has contributed to this report, the report is also deemed to have been prepared by UBS Italia
Sim S.p.A.. South Africa: UBS South Africa (Pty) Limited (Registration No. 1995/011140/07) is a member of the JSE Limited, the South African
Futures Exchange and the Bond Exchange of South Africa. UBS South Africa (Pty) Limited is an authorised Financial Services Provider. Details of its
postal and physical address and a list of its directors are available on request or may be accessed at http:www.ubs.co.za. United States: Distributed
to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group, subsidiary or affiliate of UBS
AG that is not registered as a US broker-dealer (a 'non-US affiliate’), to major US institutional investors only. UBS Securities LLC or UBS Financial
Services Inc. accepts responsibility for the content of a report prepared by another non-US affiliate when distributed to US persons by UBS Securities
LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities
LLC or UBS Financial Services Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG
and a member of the principal Canadian stock exchanges & CIPF. A statement of its financial condition and a list of its directors and senior officers will
be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd or UBS AG,
Singapore Branch. Japan: Distributed by UBS Securities Japan Ltd to institutional investors only. Australia: Distributed by UBS AG (Holder of
Australian Financial Services Licence No. 231087) and UBS Securities Australia Ltd (Holder of Australian Financial Services Licence No. 231098) only
to ‘Wholesale’ clients as defined by s761G of the Corporations Act 2001. New Zealand: Distributed by UBS New Zealand Ltd. China: Distributed by
UBS Securities Co. Limited.

The disclosures contained in research reports produced by UBS Limited shall be governed by and construed in accordance with English law.

UBS specifically prohibits the redistribution of this material in whole or in part without the written permission of UBS and UBS accepts no liability
whatsoever for the actions of third parties in this respect. © UBS 2008. The key symbol and UBS are among the registered and unregistered
trademarks of UBS. All rights reserved.
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