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AT&T Sets Benchmark for Data Pricing Amongst
Peers — Canadian Pricing Compares Favourably
We have compared smartphone/iPad pricing amongst a select group of North
American carriers to get a measure of comparative data pricing offers in the
market.

As a recap, AT&T’s (T-NYSE, Outperform) introduction of data usage caps
was highly expected by the market given the rapid growth in data traffic that
has led to poor network performance in a number of markets, the most notable
of which are Manhattan and San Francisco.

AT&T eliminated the $30 unlimited data plans for new users, replacing it with
a $15/200MB and $25 2G data plan for smartphone and iPad users. We had
previously highlighted that we expect uptake activity could be limited for the
200MB plan (65% of users) as this will not be sufficient for many users and
overage charges are onerous. Hence, we foresee strong uptake for the $25
plan. Trade down from the $30 plan should also be limited as it will be grand-
fathered for future device releases. We note that the simplicity of the AT&T
plans highlights there are incongruencies with respect to smartphone and
wireless broadband pricing (data stick) at all carriers that we assume will
change over time as these products mature.

Overall, we view this move as positive for AT&T, as it should lead to a
combination of higher penetration of data plans on smartphones, less network
congestion and potentially higher revenues from heavy users. We expect in
time that Verizon (VZ-NYSE, Outperform) will implement similar plans
though Verizon could continue with its $30 smartphone unlimited data plan in
the short term as a point of differentiation. We foresee some opportunity for
Verizon to be less punitive with overage policies (graduated charges for
overage as opposed to fixed incremental costs). With excess network capacity,
we believe Sprint (S-NYSE, Market Perform) is unlikely to follow suit,
maintaining its Unlimited Mobile-to-Mobile plan (voice and data) priced at
$69.99 (with 450 MOU off-net). Unlimited operators Leap (LEAP-NYSE,
Market Perform) and MetroPCS (PCS-NYSE, Market Perform) will likely
choose to continue to throttle throughput at high usage caps (~5GB) with
pricing in the $40 range.

Summary

ATE&T recently introduced data usage caps for
smartphones and the iPad.

We viewed this move as positive for AT&T,
as it should lead to a combination of higher
penetration of data plans on smartphones, less
network congestion and potentially higher
revenues from heavy users.

We believe that Verizon will follow suit in the
medium term but may maintain unlimited
plans short term as a point of differentiation.
Sprint, Leap and MetroPCS will likely not
follow suit with the latter capping use at 5GB
and throttling usage above this limit.
Interestingly, we highlight that Canadian
postpaid data pricing is cheaper relative to
AT&T for light and extremely heavy users.
Given the competitive dynamics in Canada,
we expect this trend to continue into 2011 as
Canadian carriers focus on driving adoption of
wireless data.

AT&T, Verizon and TELUS remain rated
Outperform reflecting modest growth driven
largely by wireless, which supports strong free
cash flow generation. The stocks are
attractively valued and offer investors high
dividend yields.

This report was prepared by an analyst(s) employed by BMO Nesbitt Burns Inc., and who is (are) not registered as a research analyst(s) under
FINRA rules. For disclosure statements, including the Analyst's Certification, please refer to pages 5 to 6.
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Key Observations Relative to Canada — Canada Data Pricing
Cheaper for Light and Extremely Heavy Users

We compare data pricing in local currencies for smartphones and iPads in Chart 1 below and
summarize the cost per MB pricing in Table 1.

Key Points

Canadian data pricing at Bell (BCE-TSX, Market Perform) and Rogers (RCI.B-TSX,
Outperform, covered by Tim Casey) now appear more affordable than U.S. pricing with $15
iPad plans offering 250MB versus 200MB in the U.S. We highlight that TELUS (T-TSX,
Outperform) offers 500MB or double the capacity for $5 more.

There is no 2GB package available in Canada to compare to AT&T’s $25 plan. As a result, a
subscriber with usage of 2GB would have to subscribe to a Canadian $35 5GB plan making
Canadian plans more expensive than for AT&T customers.

For extremely heavy users (only 2% of AT&T customers use over 2GB), Canadian pricing is
better than the U.S.

TELUS data pricing is higher for extremely heavy users but by offering $20-500MB packages
TELUS offers a more economic package for those users approaching 250MB of use, which
likely represents the vast majority of users.

Although not listed here, data roaming prices remain prohibitively expensive in Canada and
U.S. Canadian device costs at retail remain more expensive in some cases than in the U.S. (i.e.,
for Blackberry) despite the Canadian currency approaching par with the U.S. We also note that
the pervasive use of 3-year plans in Canada versus 2-year plans in the U.S. conceivably leaves
room for lower retail device costs in Canada going forward. These points noted, U.S. carriers
benefit from larger scale, which may account for some of the pricing disparity.
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Chart 1: iPad / Smartphone Pricing

iPad/Smart Phone Pricing in Canada Compares Favorably

(Local Currency)
$65

$55

$45

$35

$25

$15

$5

AT&T 200MB
AT&T 2GB
AT&T 5GB
Rogers 250MB
Rogers 2GB
Rogers 5GB
Bell 250MB
Bell 2GB
Bell 5GB
TELUS 2GB

TELUS 5GB

TELUS 500MB

Solid Bars represent actual plans.
Lined Bars represent hypothetical plans.

Prices in local currencies.
Source: BMO Capital Markets, company websites

Table 1: Data Pricing

$ per MB Basis Based on Max. Usage
AT&T Rogers Bell TELUS Wind
200MB 0.075 0.075 0.075 0.100 0.100
250MB 0.120 0.060 0.060 0.080 0.080
500MB 0.050 0.070 0.070 0.040 0.040
2GB 0.012 0.017 0.017 0.024 0.017
5GB 0.011 0.007 0.007 0.010 0.007

At AT&T 65% of users use less than 200MB of data per month and 98% use less than 2GB.
Bolded values represent actual plans.
Source: BMO Capital Markets, company websites
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Chart 2: Wireless Revenue Mix — Canadian Data Penetration Lags
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this report.

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital Markets and their
affiliates, which includes the overall profitability of investment banking services. Compensation for research is based on effectiveness in generating
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Company Specific Disclosures

For Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure_
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Distribution of Ratings (Mar. 31, 2010)

Rating BMOCM US | BMOCM US | BMOCM US BMOCM BMOCM Starmine
Category BMO Rating Universe* IB Clients** | IB Clients*** Universe**** IB Clients***** Universe
Buy Outperform 32.9% 13.1% 36.4% 39.4% 47.9% 53%

Hold Market Perform 63.2% 11.9% 63.6% 55.3% 48.5% 41%
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* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts.

*x Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking services
as percentage within ratings category.

Fkx Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for Investment Banking

services as percentage of Investment Banking clients.

Fkokk Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts.

***k%  Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment Banking services as
percentage of Investment Banking clients.

Ratings and Sector Key

We use the following ratings system definitions:

OP = Outperform - Forecast to outperform the market;

Mkt = Market Perform - Forecast to perform roughly in line with the market;
Und = Underperform - Forecast to underperform the market;

(S) = speculative investment;

NR = No rating at this time;

R = Restricted — Dissemination of research is currently restricted.

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as appropriate for each
company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different objectives (Canadian large, small, growth,
value, income, quantitative; and US large, US small) have replaced the Top Pick rating.

Other Important Disclosures

For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/Company_Disclosure_
Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY 10036 or Editorial Department, BMO Capital
Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3.

Prior BMO Capital Markets Ratings Systems
http://researchglobal.bmocapitalmarkets.com/documents/2009/prior_rating_systems.pdf

Dissemination of Research

Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also receive our research via
FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital 1Q, and TheMarkets.com. All of our research is made widely
available at the same time to all BMO Capital Markets client groups entitled to our research. Additional dissemination may occur via email or regular
mail. Please contact your investment advisor or institutional salesperson for more information.

Conflict Statement

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy for managing
conflicts of interest in connection with investment research which is available at http://researchglobal.bmocapitalmarkets.com/Conflict_Statement_
Public.asp.
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and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no representation or warranty, express or
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reader should assume that BMO Capital Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating
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To U.K. Residents: In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by the Financial
Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, (I) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2005 (the “Order™) or (I1) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant
persons”). The contents hereof are not intended for the use of and may not be issued or passed on to, retail clients.

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST
BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, and investment and
corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt Burns. In the United States, retail clients are
served through Harris N.A. Investment and corporate banking services are provided in Canada and the US through BMO Capital Markets.

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, Harris N.A. and BMO Ireland Plc,
and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO Nesbitt Burns Trading Corp. and BMO Capital Markets GKST
Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and
member of FINRA), and BMO Nesbitt Burns Ltée/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. “Nesbitt Burns” is a
registered trademark of BMO Nesbitt Burns Corporation Limited, used under license. “BMO Capital Markets” is a trademark of Bank of Montreal, used under license.
"BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license.

® Registered trademark of Bank of Montreal in the United States, Canada and elsewhere.
TM Trademark Bank of Montreal

©COPYRIGHT 2010 BMO CAPITAL MARKETS CORP.
A member of BMO 9 Financial Group

Page 6 « June 14, 2010 BMO 9 Capital Markets



