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Our Methodology Continues to

Identify Dividend-Growth Gems
By Brian Nelson, CFA

The month of April could best be described as mixed
for our Dividend Growth portfolio. On one hand, four
portfolio holdings raised their dividends by a nice clip.
Chevron (CVX) increased its payout by more than 10%,
while both J&J (JNJ) and Procter & Gamble (PG) raised
their respective dividends 7%. Kinder Morgan Partners
(KMP) also upped its distribution by 5%. In fact, we
couldn’t be happier with how well our methodology is
identifying dividend-growth gems.

Brian Nelson, CFA

President, Equity Research

brian@valuentum.com

However, we did hit a few speed bumps, as a couple
firms underperformed the benchmark and Republic
(RSG), Hasbro (HAS), and Superior (SUP) posted
relatively weak quarterly results. However, we’re still
holding strong with these firms in our portfolio. We
may, however, look to trim our weighting in them or in
firms that are nearing their fair value (KMP, EMR) in
favor of other firms on our watch list. All things
considered, we remain on track to deliver on our goal
of an average annual rate of return in the high-single-
digits over rolling 3-5 year periods into the future.

© 2012 Valuentum. All rights reserved.

Reproduction by any means is prohibited.

Please see Our Dividend Growth Portfolio on page 5

Largest Portfolio Holding Microsoft Posts

Excellent Fiscal Third-Quarter Results
By Valuentum Analysts

Microsoft (MSFT) reported fiscal-year 2012 third-quarter results that
support our thesis on the company and the broader economy. Revenue
was up 6% compared to the same quarter last year, and operating income
grew by 12%. Though 6% revenue growth may not sound impressive, it was
not only better than expected, but it was also driven by upside surprises
in unexpected segments.

The business division saw revenue increase 9% from the same period last
year, which isn’t typical for the unit so far into the Microsoft Office
release cycle. Additionally, Windows revenue was up 4%, even in the

Please see Microsoft’s Fiscal Third-Quarter Results...on page 4
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Recent Dividend Hikes by Firms in our Porifolio
By Valuentum Analysts

Dividend Growth Gem P&G Increases Dividend for 56" Consecutive Year; Ups Payout 7%

P&G's dividend increase of 7% was roughly in line with our expectations of high-single-digit growth.
-- Business Wire (Friday, April 13)

“The Procter & Gamble Company announced that its Board of Directors declared an increase in the
quarterly dividend from $0.525 to $0.562 per share on its Common Stock...This represents a 7% increase
compared to the prior quarterly dividend...

P&G has been paying a dividend for 122 consecutive years since its incorporation in 1890. This marks the
56th consecutive year that the Company has increased the dividend."

Distributions by Kinder Morgan Partners Advanced 5%

Kinder Morgan boosted its distribution 5%, in-line with what we were expecting.
-- Business Wire (April 18)

“Kinder Morgan Energy Partners...increased its quarterly cash distribution per common unit to $1.20 ($4.80
annualized) payable on May 15, 2012, to unitholders of record as of April 30, 2012. This represents a 5
percent increase over the first quarter 2011 cash distribution per unit of $1.14 ($4.56 annualized) and is
up from $1.16 per unit (54.64 annualized) for the fourth quarter of 2011. KMP has increased the
distribution 43 times since current management took over in February of 1997.”

Portfolio Holding Chevron Announces 11.1% Increase in Quarterly Dividend

Chevron increased its dividend 11%, which was slightly better than our expectations.
-- Business Wire (April 25)

“The Board of Directors of Chevron Corporation...declared a quarterly dividend of ninety cents (50.90) per
share, payable June 11, 2012, to holders of common stock as shown on the transfer records of the
Corporation at the close of business on May 18, 2012. The amount represents an 11.1 percent increase in
the company's quarterly dividend.

Chairman and CEO John Watson said, "We continue to share our success with our shareholders in the form
of meaningful dividend growth. This reflects the strength of our current portfolio and our confidence in
the company’s compelling growth prospects. Of note, 2012 marks 100 years of continuous dividend
payments to our shareholders.”

Chevron has increased its annual dividend 25 consecutive years.
Dividend Growth Gem Johnson & Johnson Hikes Dividend 7%

Johnson & Johnson (JNJ) boosted its dividend 7%, and we continue to expect strong growth in its payout in
coming years.

-- PR Newswire (April 26)

"...the Board of Directors voted to increase the quarterly dividend for the 50th consecutive year from 57
cents per share to 61 cents per share. The dividend will be payable on June 12, 2012."
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Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential
$37.00 - $61.00 HEAITHY GOOD /21 EXCELLENT

Concerns about Hasbro's First-Quarter
Results Overblown; We Expect a Strong
Back Half of 2012

By Valuentum Analysts

Toy-maker Hasbro reported disappointing first quarter results.
Though we were not happy with the performance in the quarter,
we maintain our view that the firm’s dividend growth profile
($1.44 annual payout; 3.9% yield) remains strong. Our $49 per
share fair value estimate of Hasbro remains unchanged (the firm
is currently trading in the mid-$30s).

Hasbro’s net revenue in the first quarter fell 3%, and the company
did little to adjust its cost structure effectively to mitigate the
earnings decline. Earnings fell into the red, with the company
posting a $0.02 per share net loss during the quarter (it had
earned $0.12 per share in the same period a year ago). Excluding
severance-related costs, earnings per share came in at $0.04
(consensus estimates were at $0.08 per share).

One of the bright spots, however, was that its international
business continues to perform well, with revenue advancing 14% in
the quarter. Sales in the company’s US and Canada segment
dropped 16% from the same quarter last year, despite Preschool
growth (namely from Sesame Street).

Though Hasbro is off to a slow start in 2012, management still
believes that it will achieve revenue and earnings for the year
(absent foreign currency impacts). With the company launching
four major motion pictures in the coming months (Battleship,
Avengers, The Amazing Spider-Man, and Gl Joe: Retaliation), we
think profitable growth is achievable.

Plus, we don’t have any qualms with the company’s quarterly cash
dividend of $0.36 per share, which was recently increased 20%.
We would not be surprised to see its payout rise to above $1.60
per share in coming years.

Click the link below to view our full 16-page Equity Report on
Hasbro (HAS):

http: //www.valuentum.com/downloads/20111216_2/download

Investment Considerations

DCF Valuation UNDERVALUED
Relative Valuation ATTRACTIVE
ValueCreation™! EXCELLENT
ValueRisk™ MEDIUM
ValueTrend™ NEGATIVE
Cash Flow Generation STRONG
Financial Leverage LOW
Growth MODEST
Technical Evaluation BULLISH
Relative Strength WEAK
Money Flow Index (MFI) NEUTRAL
Upside/Downside Volume (U/D) IMPROVING
Near-term Technical Support, 10-week MA 36.00

DCF = Discouated Cash Flow; MEL U/D = Please see glosary. MA = Moving Average

Dividend Safety / Cushion GOOD /1.1

We assess the safety of a firm's dividend by adding the
company's net cash to our forecast of its free cash
flows over the next five years. We then divide that
sum by the total expected dividends over the next five
vears. This process results in our Dividend Cushion™
ratio. A Dividend Cushion™ above 1 indicates a firm
can cover its future dividends with net cash on hand
and future free cash flow, while a score below 1
signals trouble may be on the homzon And by
extension, the greater the score, the safer the dividend,
as excess cash can be used to offset any unexpected
eamungs shortfall Hasbro scores a 2.1 on our
Dividend Cushion™, which 1s GOOD.

Dividend Growth Potential EXCELLENT

We judge the future potential growth of the dividend
by evaluating the capacity for future increases, as
measured by the Dividend Cushion™. and
management's willingness to consistently raise the
dividend, as measured by the firm's drvidend track
record. Hasbro registers an EXCELLENT rating on
our scale, and we think the firm's annual dividend will
be $1.63 per share within the next several years.

Risk of Capital Loss LOW

We assess the risk of capital loss based on our analysis
of a firm's intrinsic value at this point in time. If the
stock is undervalued (based on our DCF process). we
think the risk of failing to recoup one's original capital
mvestment (ex dividends) 1s relatively LOW. If the
stock 1s fairly valued (it falls within our fair value
estimate range). we think the likelihood of losing
capital (ex dividends) 1s MEDIUM. If the stock is
trading above our estimate of its mtrinsic value, we
think the likelihood of losing at least a portion of one's
original investment (ex dividends) is HIGH. Hasbro
registers a score of LOW on our scale.
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Stock Fair Value Range Dividend Track Record Dividend Safery / Cushion™  Div Growth Potential
$33.00 - 34200 HEAITHY EXCELLENT /4.2 EXCELLENT

Microsoft’s Fiscal Third-Quarter Results... from page 1

face of the well-documented global hard drive support shortage. Dividend Strength Diiend ot
Windows 7 enterprise penetration reached 40% globally, which is Drimisay | VeryPoor| Poor | Good | Bxcelent
far more impressive than the adoption of Vista. Excelent
Servers and tools also performed well, with revenue up 14% from oot
the same period a year ago. We think business investments in SQL Poor
and system centers suggest that companies are making technology e o
infrastructure investments that will boost productivity. This could SR
mean that businesses are feeling more optimistic about workloads
and activity in the near- and intermediate-term. Dividend Track Record HEALTHY
Fiscal Year Div's'Share (§) Div Growth % EPS (31 Pavout Ratio
Further, Microsoft continues to throw off plenty of cash. Cash jmzs ggg gg ﬂf gg
flow from operations came in at over $9 billion in the third a9 0.00 00 o oon
quarter, and the company has now generated nearly $24 billion in Fun-00 0.00 00 085 0.0%
9 « . . Jun-01 0.00 0.0 0.69 0.0%
opergt]qg cash flow for the year. This is prec1$ely why the . 000 00 o oo
acquisition of Skype last year seems miniscule to us, and why we Jun-03 008 00 0m  87%
’ g g 0 88 g Jun-04 0.16 100.0 0.75 21.3%
aren’t too worried about its acquisition of a patent portfolio from e o B L o
AOL (AOL) . Jun-06 034 0.0 120 283%
. . . Jun-07 0.39 147 142 27.5%
Going forward, we think Ultrabooks, Windows 8, and strong Fun-08 043 03 1% 23.0%
demand from enterprises will fuel growth in fiscal year 2013. We . o T n e
think Windows 8, and its integration as a mobile, desktop, and Fup-11 051 73 16 0%
tablet operating system, could help take back some the consumer el T
mindshare the company has lost in recent years to Apple (AAPL) un14 100 120 32 0%
and Google (GOOG)' Jun-13 112 120 3.48 32.3%
{::-Mmmmm 3 l.__’o' | f?ﬂmmﬂiﬁi B .U.f_’sT
We think Microsoft's dividend ($0.80 annual payout; 2.5% yield) e S i s e D
W]u e'xpand ]n Com]'ng years .as l(?ng .aS ]ts CaSh genera..t‘ing prowess To view our full 16-page equity report on Microsoft , please visit our
remains robust (which we think it will). We’re expecting double- website at www.valuentum.com

digit growth in the dividend for some time to come. The firm
continues to be the largest holding in the portfolio of our Dividend
Growth Newsletter. And the shares still look undervalued, in our
view. The shares are trading in the low-$30s, and we think a $41
price tag is more appropriate.

Despite Lackluster Results, J&J Remains a Solid Dividend-
Growth Holding

By Valuentum Analysts

Johnson & Johnson (JNJ) issued relatively uneventful first-quarter results. We don’t expect to make a
change to our fair value estimate, and we continue to like the company as a holding in the portfolio of
our Dividend Growth Newsletter.

First-quarter revenue was roughly flat from the same period a year ago, as domestic sales declines and a
negative currency impact more than offset international strength. Net earnings in the quarter were also
less-than-compelling with earnings per share advancing a meager 1.5%, to $1.37. However, J&J did
update its earnings guidance for the full year to as much as $5.17 per share at the high end of the range,
but most of the revision was driven by non-operational currency impacts.

We were somewhat disappointed in the performance of the company’s consumer division, which
experienced declines on a global scale (both domestically and internationally). The firm continues

Please see Despite Lackluster Results...on page 12
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. Portfolio Return Benchmark Return | Outperformance

Ouvur Dividend Growth Portfolio 6.01% 6.37% 0.36%

Partfolio Inception Date: January 1,2012

IT)IV]DHVD GROWTH PORTFOLIO -- as of April 30,2012 ate: January 1, 2012 | i
- ) Valuentum Dividend Growth Portfolio's Expected Yield Outperformance %
e | Felfucizes _WnEsls)  cudies  iEais) el Eneivalas) sl Enviyiis) )
Altia (MO) 1213072011 2065 202 5,996.30 221 6,506.42 6.1% 33128 | 4.00 3.90
Chevion (CVX) 1213012011 106.40 56 5,965.40 106.56 5967.36 5.6% 20160 1 3.80 Valuentum DG Portfolio
Yield as of January 1,
ConocoPhilips (COP) 1213072011 7287 89 6.492.43 7163 637507 6.0% 234.96 | 3.60 3.48 2012.
| Emerson Electric (EMR) 1213072011 4659 97 452623 5254 5,096.38 4.8% 155.20 ! 3.40
Energy Transfer (ETP) 12/30/2011 4585 142 6517.70 49.63 7,047.46 6.6% 508.36 ! 3.20
| Hasbro (HAS) 1213072011 3189 220 7,022.80 3674 8,082.80 7.6% 316.80 ! 3.00
Intel (NTC) 1213072011 2425 289 7,05.25 28.40 8,207.60 7.1% 20276 : 2.80
] Johnson & Johnson (INJ) 1213072011 65.08 107 697056 65.0 6,965.70 6.6% 26108 | 2.60
Kinder Morgan (KMP) 1213072011 84.95 65 5528.75 82.44 5,358.60 5.1% 312,00 2.40
I 216
I Medtronic (MDT) 1213072011 3825 157 6,012.25 38.20 5,997.40 5.7% 152.29 | 2.20
Microsoft (MSFT) 1213072011 2596 308 8,002.68 3201 9,859.08 9.3% 246.40 | 2.00 .
Proctor & Gamble (PG) 1213012011 66.71 105 7,01L55 63.64 6,682.20 6.3% 236.25 | Valuentum Dividend Dow Jones Select SEP 500 Index (SPY)
PP&L (PPL) 1213012011 29.42 238 7,008.96 21.35 6,509.30 6.1% 342.72 | Growth Portfolio Dividend Index Fund
Republic Services (RSG) 1213012011 2155 236 6,508.80 2137 6,459.32 6.1% 207.68 | (DY)
Superior Industies (SUP) 1213072011 1654 423 7,003.42 1711 7.23153 6.8% 21072 |
—————————————————————————————————————— 1 I
Cash 2,363.42 366125 35% 4,020.10 i 3
” 4+ We expect our Dividend Growth portfolio
L — woo0o0 oeoa7  _ _ l00% __ 3T9% . h . h h
Benchmark Dow Jones Select Dividend index (DVY) 100,000.00 56,69 108,37L58 3,335 to garner an income stream ]g er than
|Benchmatkc Dow Jones SelectDividend index (D

that of the Dow Jones Select Dividend
Index Fund (DVY) and the S&P 500 Index
(SPY) in coming periods.

UR=Under Review
**Upperbound ofai value range noted

portiolo. Dat 2012

DIVIDEN D GROWTH PORTFOLIO — as of April 30, 2012

CompanyNames YriyDiv's Paid (3)/5hr Div Yeld % ExDiv Date Next PayDate (cl) Div Cushion™ Div Safaty LT Div Growth Rate % FairVale VBIScom Price/Fai Value
Alrris M O) 164 500% B-Jun-11 D-Tull0D1 (guast) 13 GOOD 50 33500 7 082
Chevon (CVE) 360 338% 18-May-1 U-Tun-2012 {quast) ERS EXCELLENT LX 3B200 3 L3
ConocoPhillps (COP) 164 360% mid May2012  earty Tun 2012 (quart) 17 GOOD 50 58300 4 081
Emerson Ekc tric (EMR) 160 305% catyMay2012  mid-Tun-2012 (quart) 19 GOOD 50 35100 7 103
Energy Tranzfar (ETP) ERT: T1B4 earty May 21012 May-201 (guart) 16 GOOD 50 $5300 3 o0oa
Hasbro (HAS) 144 302% 2T-Apr201  15-May2012 (guart) 21 GOOD 50 54000 [ 075
Inta1{INTC) 084 208% safyMay2012  LIun-201 (quast) 32 EXCELLENT 50 53500 [ 081
Johnzon &Johnson (THI) 144 24-May-2002 L-Tun-2012 (guart) 25 GOOD B0 37000 [ 082
KinderMorzan (KMB) 480 26 Apr200  15-May2012 (guart) 15 GOOD 50 $82.00 6 101
Medtronic MDT) 097 4-Apr2012 27-Apr2012 (quart) 28 EXCELLENT 50 35100 [ 075
Mimsoft (MSFT) 0RO 2150% 15-May-I H-Tun-2012 {guart) 42 EXCELLENT no 34100 [ oTe
Proctor& Gambk (BG) 225 354% 25-Apr-I2 15-Ma w2012 (guart) 15 GOOD 50 56500 7 098
DPRSEL(PPL) 144 527% sartyTune 2012 sarfy Tuly2012 (quart) 18 VERYEOOR 30 $3300 7 072
Rapublic Sarvices (REG) [1:3:3 322% te JTon 2012 mid July 2012 (quart) 13 GOOD 6.0 34200 o 065
Superior dus trizs (SUB) 054 374% 4-Apel 20-Apr-2012 (guart) 33 EXCELLENT 50 $17.00 6 101
Though .We .have m]nor_ e_X.Cept]onS for 400 Dividend Growth Portfolio - Projected 2012 Monthly Dividend Income Stream ($)
diversification (e.g. utilities), each firm

when entered into our Dividend Growth 350 $323 $326 $324 3337 6336 s30 *37 $326 3 ¥ 326

[=]

o

w
(=]

portfolio above meets our demanding
o . 300
criteria (attractively valued, strong
Valuentum Dividend Cushion™, solid 25
dividend-growth potential). The mix of
mature high-yielders and long-term 200
dividend-growers provides a good balance 15
and consistent estimated monthly dividend $106
income stream, as revealed by the graph to 100
the right.
Since the previous edition of our newsletter, o _ : :
Jan Feb Mar Apr May Jun Jul A

we’ve received (or have in receivables)
quarterly dividend payments from Hasbro,

ug Sept Oct Nov Dec

January is impacted by a few equities whose ex-dividend dates occurred in December before their purchase date. Adjusting for this,

K]nder Morgan , Medtron]c, P&G , and the payout would be $324 in January, consistent with April, July, and October. The payouts for May/Aug/Nov have been adjusted from
. the graph found in the preceding month’s newsletter due to announced dividend increases from Hasbro and PPL. Projections as of Jan
Superior to the tune of ~$322. 1,2012.

Standard Disclaimer: Our Dividend Growth portfolio is for information purposes only and should not be considered a solicitation to buy or sell any
security. Valuentum is not responsible for any errors or omissions or for results obtained from the use of our Dividend Growth Newsletter and accepts
no liability for how readers may choose to utilize the content.
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Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential
$32.00 - $53.00 HEALTHY GOOD /1.3 EXCELLENT

Republic Services Posts Weak First-Quarter Results
By Valuentum Analysts

Needless to say, we were quite surprised with the poor first-quarter Dividend Strength Diviend Grow
performance from Republic Services (RSG) late last week. The sudden |2 YewPorl Poor | Good | Excellw
retirement of CFO Tod Holmes (effective May 1, 2013) didn’t help the
matter either, as we’d fathom that the accounting issues at Waste Good
Management (WM) from yesteryear were running rampant in

investors’ minds, particularly with Republic recently acquiring the

Excellent

Poor

assets of Allied Waste. We don’t think there are accounting issues at Ve oot
Republic, but we weren’t pleased with the pricing trends at the T ———
business. And while we’re reiterating our view that the firm’s shares Dividend Track Record HEALTHY
remain significantly underpriced, we may trim our position in our Drsshas () DGty ESGL - Paie
Dividend Growth portfolio in coming days (and perhaps with the . SO
proceeds add another high-VBI, high-yielder). Dec-99 0.00 00 L1 00%
Dec-00 0.00 0.0 1.26 0.0%
The trash taker’s revenue advanced 0.9%, as core pricing jumped ﬁzzgi ggg gg fjj gg
0.6% and volume edged up 0.2% -- net acquisitions, fuel-recovery Dec-03 006 00 1% 4s%
fees, and recycling commodities pricing rounded out the balance of Dec-04 COVORY 153 19.6%
the top-line increase. Collection and disposal revenues advanced at a | peor e
decent pace, though the company experienced the biggest head Dec-07 256 151 32.5%
winds at its recycling business, where total revenue fell to $124.1 e B . o
million from $137.8 million in the same period a year ago. Much of Dee-10 26 132 59%
this decline, we suspect, was due to lower recycling commodities P T
pricing, which offered a 0.8 percentage-point head wind to revenue Dec-13 60 226 41.2%

6.0 2.25 43.9%
46.9%

Dec-14
Dec-15
16

expansion.

On the bottom line, the company’s adjusted net income dropped g
11.8%, with earnings per share coming in at $0.38 during the quarter. |~
Operating .income fell to $326.9 m.ill.ion from $376.2 million .in the To view our full 16-page equity report on Republic Services , please

visit our website at www.valuentum.com
same period a year ago (a decline of over 13%) as both cost of
operations and overheard costs outpaced the top-line expansion. Adjusted EBITDA also performed poorly,
with its EBITDA margin dropping 2.5 percentage points from the same period a year ago. The biggest
changes in cost drivers, ex-fuel, were maintenance and repair expenses and labor. We think the higher
maintenance-and-repair costs are largely due to the ongoing improvement of Allied’s fleet of aging
trucks, though management pointed to the higher cost of tires across its supplier base. Selling, general,
and administrative costs (overhead) also increased rather aggressively, with salaries hurting margins by
roughly 0.7 percentage points. Management attributed this increase to an increased sales staff to retain
business from predators. We weren’t very happy at all with this reference on the call:

“...we're very good at understanding, by market, who's taking share at our expense, and we have a sales
staff that is targeted at saving business from those, call it, predators, and also making sure that we're
selling accordingly into their lines of business. Because we can't just simply watch share leave as the
total pie really isn't growing very much. So that all impacts churn. But again, we're very consistently
using our ROI tools, our whole strategy and our compensation programs, and personally, the out-of-pie
philosophy is very grounded in ROI. But we've got a good -- we always fight a good competitive fight.”

Please see Republic Services Posts Weak First—Quarter Results...on page 8
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Dividend Track Record
HEALTHY

Stock Fair Value Range
$61.00 - $129.00

3M Issues 1Q Results: Raises Guidance

By Valuentum Analysts

3M (MMM) issued strong first-quarter results that revealed expansion in
almost every business segment. The company’s performance was one of
the better ones we’ve seen from industrial firms so far this quarter. We
also liked GE’s (GE) report and Honeywell’s (HON) report and were quite
pleased with the recently upwardly-revised outlooks from Parker-
Hannifin (PH) and Illinois Toolwork (ITW). 3M’s management followed
the lead of its industrial peers and also raised the lower end of its full-
year 2012 earnings-per-share outlook range. Our $95 fair value estimate
of the company remains unchanged, however (the shares are trading in
the high-$80s). Please view 3M’s dividend profile ($2.36 annual payout;
2.6% yield) in the image to the right.

On a reported basis, net revenue advanced 2.4% thanks to an 8.6% jump
in its Industrial and Transportation segment, a 5.5% improvement in its
Safety, Security, and Protection Services division, and modest increases
in its Consumer/Office and Health Care segments. Importantly, strength
in the company’s industrial division was driven mainly by double-digit
increases in aerospace and automotive OEM (original equipment
makers). As expected, however, revenue in 3M’s Electro-
Communications and Display/Graphics segment fell due to the firm’s
dwindling competitive position within the consumer electronics space
(specifically with LCD TV film). In all, the firm’s first-quarter net income
jumped 4% on a year-over-year basis, with earnings per share coming in
at $1.59, up almost 7% from the same period a year ago (consensus was
at $1.48 per share).

Looking ahead, 3M expects organic sales volume growth of 2% to 5%
during the year, and operating margins to be between 21% to 22.5%. The
company’s full-year 2012 earnings-per-share guidance range is now
$6.35 to $6.50 (was $6.25 to $6.50). We think the firm’s report bodes
well for a continued strengthening in the domestic economy, and we’re
watching its dividend closely.

United Tech's HVAC Orders Represent

Another Positive Data Point on US Housing
By Valuentum Analysts

Industrial conglomerate, United Technologies (UTX), posted mixed first-
quarter results Tuesday that showed strength in its residential HYAC and
commercial aerospace businesses but weakness in its Otis elevator
division. Though we weren't pleased by order trends in China and Europe,
we are sticking with our $110 fair value estimate for the firm (the shares
are trading in the low-5$80s).

The firm’s net sales fell 2% in the period thanks to divestitures and
currency headwinds, though organic sales did edge up a meager 1%. The
firm’s segment operating margin dropped 10% mainly because of higher

Dividend Safety / Cushion™
GOOD /2.5

Div Growth Potential
Dividend Strength Dividend Growth
Dividend Safety Very Poor Poor Good Excellent
Excellent
Good
Poor
Very Poor
Firms that have safe and growing dividends score at the top right of our scale.
Dividend Track Record HEALTHY
Fiscal Year Div/Share (§) DivGrowth%  EPS($) Payout Ratio
Dec-97 1.06 0.0 2.53 41.9%
Dec-98 1.10 38 1.49 73.8%
Dec-99 1.12 18 2.17 51.6%
Dec-00 1.16 3.6 2.32 50.0%
Dec-01 1.20 34 1.79 67.0%
Dec-02 124 33 2.50 49.6%
Dec-03 1.32 6.5 3.02 43.7%
Dec-04 1.44 9.1 3.75 38.4%
Dec-05 1.68 16.7 4.16 40.4%
Dec-06 1.84 95 5.06 36.4%
Dec-07 1.92 43 5.60 343%
Dec-08 2.00 42 4.89 40.9%
Dec-09 2.04 2.0 4.52 45.1%
Dec-10 2.10 29 5.63 37.3%
Dec-11 2.20 4.8 5.96 36.9%
Dec-12 2.31 5.0 6.36 36.3%
Dec-13 245 6.0 6.97 35.1%
Dec-14 2.60 6.0 7.34 35.4%

Dec-15 36.0%

To view our full 16-page equity report on 3M . please visit our
website at www.valuentum.com

Dividend Safety / Cushion EXCELLENT /3
We assess the safety of a firmn's dividend by adding the
company's net cash to our forecast of its free cash
flows over the next five years. We then divide that
sum by the total expected dividends over the next five
years. This process results in our Dividend Cushion™

ratio. A Dividend Cushion™ above 1 indicates a firm
can cover its future dividends with net cash on hand
and future free cash flow, while a score below 1
signals trouble may be on the horizon. And by
extension, the greater the score, the safer the dividend,
as excess cash can be used to offset any unexpected
earnings shortfall. United Technologies scores a 3 on
our Dividend Cushion™, which is EXCELLENT.

Please see United Tech’s HVAC Orders...on page 10
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Republic Services Posts Weak First-Quarter Results... from page 6

Cash flow from operations dropped to $334.2 million from $433.7 million (a fall of nearly 23%), but the
biggest driver behind the decline had to do with a line item called ‘restructuring and synergy-related
expenditures’. We found it interesting to see this line item under working capital items on the cash flow
statement. Though we plan to reach out to management, we think the firm should have taken a charge on
the income statement, as restructuring isn’t an expense, and such a cost should be above the line.
Alternatively, the company could be throwing cash at a previous charge, but we’ll dig a bit deeper on this
unusual line item. Free cash flow fell to just $64.8 million in the quarter, down from $143.4 million in the
same period a year ago. Adjusted free cash flow (which considers equipment received instead of
purchased) came in at $175.3 million and compares to $272.8 million in the same period a year ago.

Looking ahead, the company’s outlook for the remainder of 2012 was a bit grim. Republic expects
adjusted free cash flow to be at the lower end of its previous guidance range of $775 million to $800
million. Management now expects diluted earnings per share to be in the range of $1.86 to $1.90 (was
$1.98 to $2.02 per share). Republic now thinks revenue expansion for the year will be roughly 1%
consisting of 1 percentage point of expansion from core price, with volumes being flat (was 1-1.5% from
core price and 0.5% from volume). Management also lowered its EBITDA margin expectation for the year
and noted that it would benefit from a lower tax rate than previously expected. We would have witnessed

an even greater downward earnings-per-share revision were it not for this tax-rate tailwind.

All things considered, we didn't like the quarter, thought the "predatory price" and "competitive fight”
references were discouraging, and didn't feel comfortable with where the company accounted for its
restructuring charge ("expenses”). We continue to evaluate our position in Republic.

Starbucks Issues Strong Fiscal 2Q Results; Raises Guidance

By Valuentum Analysts

Starbucks (SBUX) posted solid fiscal 2012 second-quarter results.
Though we liked the quarter, we think the share price is a bit
ahead of the company’s valuation. We'll likely be raising our fair
value estimate for Starbucks after factoring in the stronger-than-
expected performance, but we still believe the shares are
significantly overpriced. Please view our thoughts on its dividend
profile (50.68 annual payout; 1.2% yield) to the right.

The coffee chain’s revenue advanced 15% thanks to global
comparable sales growth of 7% driven almost entirely by increased
traffic. Starbucks’ China business did quite well, too, notching its
seventh consecutive quarter of comparable sales growth exceeding
20%. Further, the company continues to experience strong sales of
its Starbucks- and Tazo-branded K-Cup packs, with revenue in its
Channel Development segment jumping almost 60%. During the
quarter, Starbucks opened the doors on 176 net new stores across
the globe. And all of this translated into bottom-line expansion of
18% at the company, with earnings per share coming in at $0.40
(consensus was at $0.39 per share). The earnings expansion would
have been greater were it not for rising coffee costs that
mitigated sales leverage during the period.

Dividend Safety / Cushion EXCELLENT /3.6

We assess the safety of a firm's dividend by adding the
company's net cash to our forecast of its free cash
flows over the next five years. We then divide that
sum by the total expected dividends over the next five
years. This process results in our Dividend Cushion™
ratio. A Dividend Cushion™ above 1 indicates a firm
can cover its future dividends with net cash on hand
and future free cash flow, while a score below 1
signals trouble may be on the horizon. And by
extension, the greater the score, the safer the dividend,
as excess cash can be used to offset any unexpected
earnings shortfall. Starbucks scores a 3.6 on our
Dividend Cushion™, which is EXCELLENT.

Dividend Growth Potential EXCELLENT

We judge the future potential growth of the dividend
by evaluating the capacity for future increases, as
Dividend
management's willingness to consistently raise the

measured by the Cushion™,  and
dividend, as measured by the firm's dividend track
record. Starbucks registers an EXCELLENT rating on
our scale, and we think the firm's annual dividend will
be $0.93 per share within the next several years.

Please see Starbucks Issues Strong Fiscal 2Q Results...on page 12
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Stocks with High VBI Ratings and Strong Dividend

Growth Prospects
By Valuentum Analysts

The table to the right showcases firms in
our coverage universe that have high
Valuentum Buying Index™ ratings and
strong dividend growth prospects. The
table represents a list of interesting
dividend-paying stocks that are among
the most timely investment opportunities
based on our stock-selection
methodology.

Though our dividend-growth portfolio (see
page 5) is fully-invested, we may swap in
firms on this list or firms on our dividend-
growth watch list (see page 11) at the
right price or if our analyst team
determines that a new add has more
potential total return opportunity than a
current holding.

Click on the link below to learn more
about our innovative, forward-looking
Valuentum Dividend Cushion™ (the scores
on the column furtherst to the right):

http://www.valuentum.com/articles/201
11126

Click on the link below to learn more
about our innovative, forward-looking
Valuentum Buying Index™ (the scores in
the column titled VBI):

http://www.valuentum.com/articles/201

Name

Omega Healthcare
Altria Group
Kinder Morgan
Verizon Comm
Avon Products
Lorillard

Lockheed Martin
Merck

Olin Corp

Paychex

Philip Morris
Mattel

Superior

Abbott Laboratories
Sysco

Spectra Energy
Sonoco

Strayer Education
Johnson & Johnson
Dr Pepper Snapple
Chicago Rivet
Williams Co

US Ecology
Raytheon

Northrop Grumman
Hasbro

Emerson Electric
Procter & Gamble
Rio Tinto

Intel

Linear Technology
Automatic Data Processing
Packaging Corp
Taiwan Semiconductor
Molex

Molson Coors
Republic Services
BHP Billiton
Coca-Cola

Siemens

Harris Corp

PF Chang's China Bistro
Eaton.

General Dynamics

Whirlpool
United Parcel Service

Air Products & Chemicals

10622

To access a firm’s dividend report, please
click on the link below:

http://www.valuentum.com/categories/2

0111110

Magna Intl

Guess

PPG Industries
Staples
KLA-Tencor

3M

Walgreen

Applied Materials
lllinois Tool Works
Medtronic
Washington Post
Microsoft

Scotts Miracle-Gro
Analog Devices
Colgate-Palmolive
McCormick

Honeywell

Dividend Yield

7.90%
5.70%
5.40%
5.00%
4.80%
4.60%
4.50%
4.40%
4.30%
4.30%
4.00%
3.80%
3.70%
3.60%
3.60%
3.60%
3.50%
3.50%
3.50%
3.50%
3.50%
3.40%
3.40%
3.30%
3.30%
3.30%
3.30%
3.20%
3.20%
3.00%
3.00%
3.00%
3.00%
2.90%
2.90%
2.90%
2.90%
2.90%
2.90%
2.90%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.80%
2.70%
2.70%
2.70%
2.70%
2.60%
2.60%
2.60%
2.60%
2.60%
2.50%
2.50%
2.50%
2.50%
2.50%
2.50%
2.50%

<
(el
b
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Div Growth
EXCELLENT
EXCELLENT
GOOD
GOOD
GOOD
EXCELLENT
EXCELLENT
GOOD
GOOD
GOOD
EXCELLENT
EXCELLENT
GOOD
EXCELLENT
GOOD
GOOD
GOOD
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
GOOD
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
GOOD
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
GOOD
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
GOOD
GOOD
GOOD
GOOD
GOOD
GOOD
EXCELLENT
GOOD
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
GOOD
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT
EXCELLENT

Div Cushion
2.2
1.3
1.5
1.7
1.4
1.5
1.5
2.4
1.8
2.7
1.3
1.9
3.3
2
1.3
1.3
1.4
2.1
2.5
1.3
3.5
1.8
1.3
2.7
2.5
2.1
1.9
1.5
3.1
3.2
2
2.3
1.2
2.2
2.4
2
1.3
1.6
1.9
3.3
1.7
3
1.6
2.7
1.3
1.9
1.1
6.2
4.3
2.1
3.5
3.6
2.5
2.3
4.8
2
2.8
2.9
4.2
1.4
3.7
1.8
1.4
2.5
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Dividend Track Record
HEALTHY

Stock Fair Value Range
$171.00 - $257.00

Dividend Safety / Cushion™
EXCELLENT/3.9

Div Growth Potential
EXCELLENT

IBM Increases Dividend: Annual Yield Still Not That

Attractive
By Valuentum Analysts

IBM (IBM) boosted its dividend 13%, and we continue to expect double-
digit growth in its payout in coming years. However, we like the
dividend profiles of a few of its tech peers better, namely Microsoft
and Intel. Please view our dividend profile ($3.40 annual payout;
1.64% annual yield) of IBM to the right.

-- BusinessWire (April 24)

"The IBM (IBM) board of directors today declared a regular quarterly
cash dividend of $0.85 per common share, payable June 9, 2012 to
stockholders of record May 10, 2012...

(The) dividend declaration represents an increase of $0.10, or 13
percent higher than the prior quarterly dividend of $0.75 per common
share...

This is the 17th year in a row that IBM has increased its quarterly cash
dividend, and the ninth year in a row of double-digit percent
increases. IBM has increased its dividend by over 600 percent since
the beginning of 2000...

With the payment of the June 9th dividend, IBM will have paid
consecutive quarterly dividends every year since 1916."

Click the link below to read our most recent earnings note on IBM:

http://www.valuentum.com/articles/20120418

United Tech's HVAC Orders... from page 7

Dividend Safety / Cushion EXCELLENT /3.9

We assess the safety of a firm's dividend by adding the
company's net cash to our forecast of its free cash
flows over the next five years. We then divide that
sum by the total expected dividends over the next five
years. This process results in our Dividend Cushion™
ratio. A Dividend Cushion™ above 1 indicates a firm
can cover its future dividends with net cash on hand
and future free cash flow, while a score below 1
signals trouble may be on the horizon. And by
extension, the greater the score, the safer the dividend,
as excess cash can be used to offset any unexpected
earnings shortfall. IBM scores a 3.9 on our Dividend
Cushion™, which 1s EXCELLENT.

Dividend Growth Potential EXCELLENT

We judge the future potential growth of the dividend
by evaluating the capacity for future increases, as
measured by the Dividend
management's willingness to consistently raise the
dividend, as measured by the firm's dividend track
record. IBM registers an EXCELLENT rating on our
scale, and we think the firm's annual dividend will be

Cushion™, and

$4.39 per share within the next several years.

research and development costs, but on a reported basis, the company’s operating margin came in at
13.7% (versus 13.3% in the year-ago period). Earnings per share advanced 24%, to $1.31 per share in the
quarter thanks primarily to a boost in other income, lower interest expense, and a lower tax rate - all
lower earnings quality items. Consensus estimates for the period were at $1.21 per share.

United Tech’s new equipment order trends weren’t as robust as that of previous periods, but the firm saw
strength in its residential HVAC business (up 10%) and commercial aerospace, which held the line on
substantial order increases from the same period a year ago. Interestingly, the strength in the company’s
HVAC business further supports our thesis that the domestic housing market is firming, a view that was
reinforced by D.R. Horton’s (DHI)’s strong home orders and low cancellation rate. The only weak spot as it
relates to new equipment orders at United Tech was at Otis, where orders dropped 9% from the same

period a year ago due to a slow start to the year in China.

Looking ahead, United Tech reaffirmed its earnings-per-share outlook for the year of $5.30 to $5.50 (flat
to up 4%), and we think this range is certainly achievable. Commercial aerospace performance (Pratt &
Whitney), augmented by its recent acquisition of Goodrich, should be a key driver to the jet-engine
maker’s earnings trajectory in coming periods. Still, we remain on the sidelines as its dividend profile

(51.92 annual payout; 2.3% yield) does not yet meet our needs.
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Our Dividend Growth Watch List

By Valuentum Analysts

Our dividend-growth watch list continues to be filled with potential ideas for your portfolio. We may
replace firms held in our portfolio with companies found in the table below should their dividend growth
potential (and/or total return potential) become relatively more attractive than portfolio constituents’.
We continue to scour our coverage universe for firms to add to our dividend-growth watch list, which we
update in every edition of our Dividend Growth Newsletter.

DIVIDEND GROWTH WATCH LIST - as of April 30,2012

CompanyName YriyDiv's Paid (3)/5hr Div Yed%  Div Cushion™ Div Safaty LT Div Growth Rate % Fair Vale VBIScors Price/FairValne LastCloze (3)
ADP (ADP) 158 1B4% 13 GOOD BD 34800 & 115 5562
AnalogDevices (ADD 120 308% N EXCELLENT BD 34200 & 0.03 3808
Avon Products (AVP) 002 426% 14 GOOD 50 32500 7 0.86 1160
Bozing (BA) 176 120% EXY EXCELLENT 60 37600 & 101 7680
Chicago Rivet (CVR) 060 310% 35 EXCELLENT BD 31700 & i 1BED
Coca-Cola (KO) 104 167T% iy GOOD BD $TLOO & w7 7631
Colgate-Palme five (CL) 148 151% 83 GOOD 0.0 37500 & 132 oBo4
Colkectors Universe (CLCT) 130 B08% TR R TR R R TR B0
Deese (DE) 184 2123% 15 GOOD BD 30100 3 0.01 B136
DuPont{DD) 164 307% 17 GOOD 50 36000 4 0.80 5346
Eaton (ETN) 152 315% e GOOD 70 $5200 & 0.03 4818
Exxon Mobil JZ0M) 1ag 164% 33 EXCELLENT 40 32000 3 108 B634
GenzmlDynamics (GD) 104 302% a7 GOOD BD 37300 & 0.02 6750
Genuine Parts (GPC) 128 306% 17 GOOD 50 34700 4 158 6478
H&R Ekck (HRE) 0RO 544% 15 GOOD BD $2000 4 0.74 o)
Harris (HRS) 132 100% 17 GOOD 60 34000 7 0.03 4554
Honeywe L{HON) 140 146% 15 GOOD BD 36200 7 0.08 60 66
IEM (IBM) 300 145% EE EXCELLENT 0.0 F2H00 & 0.07 207.08
ELLilly (LLY) 126 474% 17 GOOD 50 34700 3 0.88 4138
Lockheed Martin IMT) 400 442% 15 GOOD BD 37200 & s o054
Losillasd (LO) 620 458% 15 GOOD 70 310100 & 154 1B5219
Matte I(MAT) 124 360% iy GOOD BD $3300 & 102 3360
McDonalds MCD) 180 1B87T% 13 GOOD 55 30500 4 103 o745
Mokx(MOLX) 0RO 100% 14 GOOD BD 32600 & 08 1750
Merck MRE) 168 428% 14 GOOD 50 34500 & 0.87 3024
Northso p Gromman (NOC) 2100 316% 15 GOOD BD 36700 & 0.04 6318
Olin Corp (OLN) 0RO 3B1% 83 GOOD TR $2200 7 0.05 2006
Owens &Minor (OMD) [R5 301% 0 GOOD 0.0 $3200 3 0.01 2024
Paychex(PAYX) 128 413% a7 GOOD 50 $3000 & 103 3008
PF Changs (PFCB) 110 177T% EXY EXCELLENT BD $3400 & i3 3060
DPhillip Morris (PM) ERS 344% 13 GOOD 50 36000 & 150 051
Raytheon (RTN) 2100 360% a7 GOOD BD 35000 7 108 3414
Senoce (SON) 120 3612% 14 GOOD 50 33700 7 0.90 EERE]
St.Jude: (3T} 002 138% 15 GOOD 0.0 34600 & 0.84 3872
Sysco (5YY) 108 3T74% 13 GOOD 50 32800 & 103 2800
Texas Ins tr (TEN) [E 13 1% 10 EXCELLENT BD $3300 & 0.07 3104
United Technobgies (UTXK) 182 13i% EXY EXCELLENT no 31000 7 0.74 Bls4
UPS(UPS) 1ag 102% iy GOOD 50 37200 & Ll 7214
Verizon (VE) 2100 405% 17 GOOD 50 34100 & 0.08 4038
UR =TndarRaview

To access the dividend reports of companies on our watch list, please click here.
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Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential
S$66.00 - 5110.00 HEALTHY GOOD /1.7 EXCELLENT

We Still Like ConocoPhillips as a Dividend-Growth Idea

By Valuentum Analysts

Below we provide information on ConocoPhillips’ (COP) spin-off of Phillips 66. We expect to receive 1
share of Phillips 66 (PSX) for every two shares we own of the parent company. This transaction will be
reflected in our portfolio once it is complete.

Conoco’s 3-Year Repositioning Plan

“Completion of the repositioning into two independent, leading energy companies is set for May 1, 2012.
ConocoPhillips shareholders as of the record date of April 16, 2012, will receive the distribution of
Phillips 66 common stock after market close on April 30, 2012. When-issued trading for Phillips 66
commenced on April 12, and will continue through the distribution date. Phillips 66 will trade on the New
York Stock Exchange under the ticker symbol PSX...”

Despite Lackluster Results, /& Remains a Solid Dividend-Growth Holding... from page 4

to feel the pain in the suspension of its manufacturing facilities at McNeil, and strength in its Neutrogena
skin care products did little to mitigate the overall business decline.

Pharmaceutical sales did little to impress, as well, with global revenue in that segment advancing a
modest 1.2% versus the prior-year quarter. However, international sales advanced 16.5% in this segment,
offsetting a 10.8% decline in revenue on the domestic front. The firm noted particular strength in
international markets from Remicade (which treats a number of immune-mediated, inflammatory
diseases) and Velcade (which treats multiple myeloma). Zytiga (which treats metastatic prostate cancer),
Stelara (which treats plaque psoriasis) and Incivo (which treats chronic hepatitis C virus) were other
strong performers in J&J’s pharma segment during the period.

Revenue in the company’s medical devices segment was roughly flat, though in this case, domestic sales
offset declines in international sales. The biggest cause for the lack of growth in this segment was the
firm’s decision to exit the drug-eluting stent market in the middle of last year.

All things considered, we’re more fans of J&J’s dividend growth prospects at this time than anything
else. And while we were not pleased with the firm’s quarterly performance, we still think it is a strong
holding in the portfolio of our Dividend Growth Newsletter.

Starbucks Issues Strong Fiscal 2Q Results; Raises Guidance... from page 8

Looking ahead, we expect continued strong performance at Starbucks through the course of fiscal 2012.
For one, management now anticipates the opening of 1,000 net new stores globally during the fiscal year
and thinks revenue expansion will be in the low teens. The company’s operating margin should expand
modestly from the same period a year ago, despite higher commodity costs (which should ease in the
back half of the year). Starbucks also raised its expectations for earnings per share to the range of $1.81
to $1.84, representing growth of more than 20% at the high end.

Though we think this range is achievable, it disappointed most investors, which were anticipating even
greater profit growth. We remain on the sidelines with respect to the company’s shares solely on the
basis of valuation. The firm’s dividend growth profile, while robust, does not offset the fact that its
payout does not yet stack up to other more attractive consumer names.

Click the following link to view Starbuck’s full 16-page Equity Report:

http://www.valuentum.com/downloads/20110921_9/download
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About Our Valuentum Dividend Cushion™
By Valuentum Analysts

History has revealed that the best performing stocks during the previous decades have been those that
shelled out ever-increasing cash to shareholders in the form of dividends. In a recent study, S&P 500 stocks
that initiated dividends or grew them over time registered roughly a 9.6% annualized return since 1972
(through 2010), while stocks that did not pay out dividends or cut them performed poorly over the same time
period.

The Outperformance of Dividend Payers Over Time

S&P 500 Index Analysis
$100 invested in each of five strategies (1/31/72-12/31/10)
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Source of the chart data: Ned Davis Research, 12/31/10. Image Source: Capital
Markets Perspedives, "Investing for Dividend Growth”™, Oppenheimer Funds. Based on
an equal-weighted geometnc average of total return of dividend-paying historical S&F
500 Index stocks, rebalanced annually. The chart uses actual annual dividendsto
identify dividend-paying stocks and changes on a calendar-year basis. Past
performance does not guarantee future results.

Such analysis is difficult to ignore, and we believe investors may be well-rewarded in future periods by
finding the best dividend-growth stocks out there. As such, we've developed a rigorous dividend investment
methodology that uncovers firms that not only have the safest dividends but also ones that are poised to
grow them long into the future.

How did we do this? Well, first of all, we scoured our stock universe for firms that have cut their dividends in
the past to uncover the major drivers behind the dividend cut. This is what we found out: The major reasons
why firms cut their dividend had to do with preserving cash in the midst of a secular or cyclical downturn in
demand for their products/services or when faced with excessive leverage (how much debt they held on their
respective balance sheets).

The Importance of Forward-Looking Dividend Analysis

Armed with this knowledge, we developed the forward-looking Valuentum Dividend Cushion™, which is a ratio
that gauges the safety of a dividend over time.

Most dividend analysis that we’ve seen out there is backward-looking - meaning it rests on what the firm has
done in the past. Although analyzing historical trends is important, we think assessing what may happen in
the future is even more important. The S&P 500 Dividend Aristocrat List, or a grouping of firms that have
raised their dividends for the past 25 years, is a great example of why backward-looking analysis can be
painful.

In fact, one only has to look over the past few years to see the removal of such big names from the Dividend
Aristocrat List like General Electric (GE) and Pfizer (PFE) to understand that backward-looking analysis is
hardly worth your time. After all, you’re investing for the future, so the future is all you should care about.
We want to find the stocks that will increase their dividends for 25 years into the future, not use a rear-view
mirror to build a portfolio of names that may already be past their prime dividend growth years.

Please see About Our Valuentum Dividend Cushion...on next page
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About Our Valuentum Dividend Cushion... from previous page

The Valuentum Dividend Cushion™ measures just how safe the dividend is in the future. It considers the
firm’s net cash on its balance sheet and adds that to its forecasted future free cash flows and divides that
sum by the firm’s future expected dividend payments. At its core, it tells investors whether the firm has
enough cash to pay out its dividends in the future, while considering its debt load. If a firm has a
Valuentum Dividend Cushion™ above 1, it can cover its dividend, but if it falls below 1, trouble may be on
the horizon.

In fact, the Valuentum Dividend Cushion™ would have caught every dividend cut made by a non-financial,
operating firm that we have in our database, except for one (Marriott). But interestingly, our Valuentum
Dividend Cushion™ indicated that Marriott should have never cut its dividend, and sure enough, two years
after the firm did so, it raised it to levels that were higher than before the cut.

Here are the results of our study (a Valuentum Dividend Cushion™ below 1 indicates the dividend may be
in trouble). The Valuentum Dividend Cushion™ score shown in the table below is the measure in the year
before the firm cut its dividend, so it represents a predictive indicator:

The Valuentum Dividend Cushion Caught These Dividend Cuts in Advance

A Valuentum Dividend Cushion Score Below 1Indicates a Firm's Dividend is At Riskin the Years Ahead

Reduced dividend to support debt-reduction

Avery Dennison (AWY) 31-Jul-08 0.66 efforts.
ConAgra Foords (CAG) 16-Mar-06 -0.59 (1) Restructuring, divestitures.

. Refocus on core business of generating and
Constellation {CEG) 18-Feb-09 -4.36 selling power.
DR Horton (DHI) 6-May-08 -0.03 Housing turmaoil.

Excessive debt; preserve cash amid downturn of

Gannett Co. (GCI) 25-Feb-09 -0.06 newspaper industry.
La-Z-Boy (LZ8) 1 7-Feb-09 0.89 Suspended dividend to preserve cash amid

downturn in home furnishings.

Suspended dividend in the wake of weak
Marriott Intl (MAR) 1-May-09 2.18(2) business travel, but dividend achieved record
highs again, May &, 2011.

Cut dividend to ensure ability to fund operations

Masco Corp (MAS) ii-Feb-0% -0.74 and service debt coming due.

NewtorkTimes (0T 20wvos | oos  Hieiie sresese el Downtu i newsosper
Pfizer (PFE) 26-1an-09 0.54 ?;;lgbl'ilﬁizvn\;fti: Eloegitt:ersifv revenue base. Raized
Sara Lee Corp (SLE) 8-Aug-08 0.70 Streamiining operations, business unit

Sunoco Inc. (SUN) &6-Oct-09 -0.85 (3) Poor margins, overseas competition.

Supervalu (SVU) 20-0ct-09 5.78 ai::rg;;employment, competition from Wal-
alero Energy (WLO) 27-Jan-10 0.15 Lower demand for gas and diesel.

Vulcan Materials (VMC) 14-Oct-11 1.42 Free up much-needed cash amid downturn in

aggregate demand.

1) Forecas periodfor Comgra. 2007 through 0H
2 Marrices 5an s anos wher S ManSgeEmen: pramatur &y ot BSaividend, in our epinikon. Tha Cashienr efiect ed IRTler i 22 et imeof ot , &nd sr s encughMar ot rest o &d Bspay ouf terecord igh

aemsac)um edtoretiac SUn00T S000r e Samn oW T enOS0ey Ong i reDor ey ear

Eackies ing M mocology - Met balance sheet [y ear orlor o diidend o) Fres casn tow for jearsineginninglny sar of gl idendl o Shroughrenor tady sars B remor ted y earsdio not fotal e les renortead

year Isextrapolatedion r emalnder of for eCas perfiod. Dividendspaidr efkect swhiat the dividendswould be & o idend out

At the very least, using the Valuentum Dividend Cushion™ can help you avoid firms that are at risk of
cutting their dividends in the future. And we are the only firm out there that does this type of in-depth
analysis for you. Plus, we not only provide the actual Valuentum Dividend Cushion™ number for our
subscribers in our dividend reports and newsletter, but we also scale the safety of a firm’s dividend in
simple terms: Excellent, Good, Poor, Very Poor.

Please see About Our Valuentum Dividend Cushion...on next page
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About Our Valuentum Dividend Cushion... from previous page

But What about the Growth of a Firm’s Dividend?

It takes time to accumulate wealth through dividends, so dividend growth investing requires a long-term
perspective. As a result, we assess the long-term future growth potential of a firm’s dividend. And we don’t
just take management’s word for what they will do with their dividend. Instead, we dive into the financial
statements and make our own forecasts of the future to see if what they’re saying is actually achievable.
We use our Valuentum Dividend Cushion™ as a way to judge the capacity for management to raise its
dividend - how much cushion it has - and we couple that assessment with the firm’s dividend track record,
or management’s willingness to raise the dividend.

In many cases, we may have a different view of a firm’s dividend growth potential than what may be widely
held in the investment community. That’s fine by us, as our dividend-growth investment horizon is often
longer than others. We want to make sure that the firm has the capacity and willingness to increase the
dividend years into the future and will not be weighed down by an excessive debt load or cyclical or secular
problems in fundamental demand for their products/services.

Plus, we don’t use fancy language for what we think of its future growth. We scale our assessment in an
easily-interpreted fashion: Excellent, Good, Poor, Very Poor.

What are the Dividend Ideas We Seek to Deliver to You in Our Newsletter?

First of all, we’re looking for stocks with dividend yields that are greater than the average of the S&P 500,
or about 2% (but preferably north of 3%). This excludes many names, but we think such a cutoff eliminates
firms whose dividend streams aren’t yet large enough to generate sufficient income. Second, we’re looking
for firms that register an 'EXCELLENT" or ‘GOOD'’ rating on our scale for both safety and future potential
growth. And third, we’re looking for firms that have a relatively lower risk of capital loss, as measured by
our estimate of the company’s fair value.
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Yields to Avoid

By Valuentum Analysts

As many investors know, firms can often become cheap for good reasons. That is, they are not trading
cheaply because of Mr. Market’s irrational behavior, but instead are trading at depressed levels due to
deteriorating underlying fundamental characteristics that actually justify its current share price, even if
traditional valuation techniques (read multiple analysis) suggest the firm’s shares are inexpensive. On a
similar note, firms that boast high dividend yields may do so because the market has little confidence in
the sustainability of its dividend and believes a cut may be just around the corner.

Though we fall short of saying the following list of firms will slash their respective dividends anytime
soon, our dividend-cut predictive indicator—the Valuentum Dividend Cushion™--indicates that the firms
below are at significant risk for a dividend cut in coming years. We think the dividend-growth investor

should steer clear of the following firms’ shares:

Centurylink CTL FAIRLY VALUED

NTUM

Buy;";; Index™

[aLuErTUM

7 Value Rating

Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$37.10 $28.00 - $46.00 HEALTHY VERY POOR /-0.4 VERY POOR 7.82%
~ e - v e il
Supervalu SVU FAIRLY VALUED Buying Index™ 3 Value Rating
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$7.00 $6.00 - $10.00 RISKY VERY POOR /-12.5 VERY POOR 5.00%
] i - - Wamine i
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$2.38 $2.00 - $5.00 RISKY VERY POOR /-1.7 VERY POOR. 5.04%
. . r - Wusmne il
Intl Paper IP FAIRLY VALUED Buying Index™ 7 Value Rating
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
§29.60 $26.00 - $50.00 HEALTHY VERY POOR./ 0 VERY POOR 3.55%
, 5 J— s - Wsemne Y il
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$2.17 $1.00 - $3.00 HEALTHY VERY POOR /-11.1 VERY POOR 3.23%

. i . . — : Wi i
Pitney Bowes PBI FAIRLY VALUED Buying Index™ 3 Value Rating
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$18.64 $14.00 - $24.00 HEALTHY VERY POOR /-1 VERY POOR 7.94%

R.R. Donnelley RRD UNDERVALUED 1.2%

UM

Buy;";; Index™

TaLuErTUM

6 Value Rating

Last Close
$14.82

Stock Fair Value Range
$15.00 - $25.00

Dividend Track Record
HEALTHY

Dividend Safety / Cushion™!
VERY POOR /-1.1

Div Growth Potential Dividend Yield
VERY POOR 7.02%

To access the full dividend reports on the above companies, please click the following link:

http://www.valuentum.com/categories/20111110
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Yields to Consider
By Valuentum Analysts

Provided below is a list of the top 100 firms with the best dividend growth profiles within our coverage
universe (as of the beginning of this quarter). The list below is an excerpt (page) from our quarterly
Dividend100 publication. Financial advisor clients receive this publication as part of their membership. For
more information on our Dividend100 publication, please contact us at info@valuentum.com or click the
following link (data as of April 1).

Company Name Symbol Industry Investment Style Mkt Cap (USD - mil Dividend Yield Price/Fair Value VBI
Altria Group MO Tobacco LARGE-CAP VALUE 60,207.8 5.7 0.83 7
Avon Products AVP Luxury Goods MID-CAP VALUE 7,190.6 5.5% 0.64 6
Verizon Comm VZ Telecom Services - diversified LARGE-CAP VALUE 113,263.3 5.0% 0.98 6
Eli Lilly LLY Pharmaceuticals LARGE-CAP VALUE 43,414.2 5.0% 0.84 3
H&R Block HRB Personal Services MID-CAP VALUE 5,055.6 4.9% 0.82 4
Lorillard Lo Tobacco LARGE-CAP CORE 17,167.4 4.6% 1.12 (3
Lockheed Martin LMT ABD Prime LARGE-CAP CORE 30,081.2 4.5% 1.23 6
Merck MRK Pharmaceuticals LARGE-CAP VALUE 120,307.2 4.4% 0.86 [
Paychex PAYX Staffing Services LARGE-CAP CORE 10,893.7 4.3% 1.00 [
Bristol-Myers Squibb BMY Pharmaceuticals LARGE-CAP CORE 56,734.6 4.1% 1.32 1
Philip Morris PM Tobacco LARGE-CAP CORE 142,423.4 4.0% 1.1z &
Mattel MAT Leisure LARGE-CAP VALUE 11,386.5 3.8% 0.99 (3
Superior SuP Auto Parts Suppliers SMALL-CAP CORE 460.0 3.7% 1.01 6
Intel INTC Broad Line Semiconductors LARGE-CAP VALUE 129,470.1 3.7% 0.61 ]
DuPont DD Chemicals - broad LARGE-CAP BLEND 41,511.3 3.6% 0.75 4
ConacoPhillips COoP Major Oil & Gas LARGE-CAP VALUE 108,176.9 3.6% 0.82 6
Sysco SYY Food Retailers LARGE-CAP CORE 17,837.4 3.6% 1.08 &
Sonoco SON Paper Products MID-CAP VALUE 3,379.8 3.5% 0.89 7
Strayer Education STRA Education Services SMALL-CAP CORE 1,541.9 3.5% 1.31 6
Johnson & Johnson INI Household Products LARGE-CAP VALUE 181,244.1 3.5% 0.82 [
Chicago Rivet CVR Auto Parts Suppliers NANQ-CAP CORE 16.7 3.5% 1.01 6
Hillenbrand HI Personal Services SMALL-CAP VALUE 1,411.1 3.4% 0.88 3
Raythecn RTM ARD Prime LARGE-CAP CORE 18,164.4 3.3% 1.03 7
Northrop Grumman NOC ABD Prime LARGE-CAP VALUE 16,828.4 3.3% 0.89 6
Republic Services RSG Environmental Services LARGE-CAP VALUE 10,313.0 3.3% 0.69 6
Hasbro HAS Leisure MID-CAP VALUE 5,354.8 3.3% 0.75 a
Emerson Electric EMR Electrical Equipment LARGE-CAP VALUE 37,019.5 3.3% 0.96 7
Procter & Gamble PG Household Products LARGE-CAP VALUE 194,853.3 3.2 1.00 7
Rio Tinto RIO Mining - diversified LARGE-CAP VALUE 108,501.3 3.2% 0.66 9
Chevron [=%4 Major Oil & Gas MEGA-CAP VALUE 204,091.8 3.2 0.85 6
Flowers Foods FLO Food Products MID-CAP CORE 2,611.3 3.2 1.18 3
Microsoft MSFT Software MEGA-CAP VALUE 216,715.5 3.2% 0.65 3
American Eagle AEO Specialty Retail - apparel MID-CAP VALUE 2,823.4 3.1% 0.78 4
Methode Electronics MEI Electronic Suppliers SMALL-CAP BLEND 339.4 3.1% 1.00 3
Linear Technology LLTC Specialized Semi's MID-CAP CORE 7,721.0 3.0% 1.01 6
Automatic Data Processing ADP Staffing Services LARGE-CAP CORE 26,150.8 3.0% 1.09 6
Packaging Corp PKG Containers & Packaging MID-CAP CORE 2,754.0 3.0% 1.12 &
Taiwan Semiconductor TSM Integrated Circuits LARGE-CAP CORE 72,420.7 2.9% 1.16 6
Molex MOLX Electronic Suppliers MID-CAP CORE 4,801.5 2.9% 1.05 [
McDonald's McD Restaurants LARGE-CAP CORE 103,384.7 2.9% 1.09 7
Genuine Parts GPC Specialty Retail - auto MID-CAP CORE 9,789.7 2.9% 1.31 4
BHF Billiton BHP Mining - diversified MEGA-CAP CORE 210,547.7 2.9% 1.07 6
Harris Corp HRS Communications Equipment MID-CAP VALUE 4,976.2 2.8% 0.80 7
Eaton ETN Electrical Equipment - industrial LARGE-CAP VALUE 16,425.0 2.8% 0.93 6
General Dynamics GD A&D Prime LARGE-CAP VALUE 26,700.6 2.8% 1.00 6
Whirlpool WHR Household Durables MID-CAP VALUE 5,532.9 2.8% 0.76 7
United Parcel Service urs Air Freight & Logistics LARGE-CAP CORE 74,382.5 2.8% 1.03 6
Owens & Minor OMI Medical Equipment SMALL-CAP VALUE 1,788.7 2.8% 0.89 3
Air Products & Chemicals APD Chemicals - broad LARGE-CAP CORE 18,108.7 2.8% 1.08 7
Coca-Cola KO Beverages - nonalcoholic LARGE-CAP GROWTH 158,504.0 2.8% 1.06 [
Wal-Mart wWMT Food Retailers MEGA-CAP VALUE 205,000.7 2.7% 0.91 4
KLA-Tencor KLAC Semi Equipment MID-CAP VALUE 8,914.5 2.7% 0.86 6
Brinker EAT Restaurants MID-CAP CORE 2,224.0 2.7% 1.10 (3
3M MMM Conglomerates LARGE-CAP VALUE 63,077.9 2.6% 0.92 &
Applied Materials AMAT Semi Equipment LARGE-CAP VALUE 16,265.9 2.6% 0.76 6
Tllincis Tool Works ITw Machinery & Tools LARGE-CAP CORE 28,041.6 2.6% 1. 7
Home Depot HD Specialty Retailers LARGE-CAP CORE 74,691.9 2.6% 1. 5
Medtronic MDT Medical Devices LARGE-CAP VALUE 40,931.5 2.6% 0. ]
Hershey Foods HSY Food Products - Large LARGE-CAP CORE 13,715.1 2.6% 1. 1
Washington Post WPO Media - newspapers MID-CAP CORE 3,437.1 2.5% 1. 6
Scotts Miracle-Gro SMG Chemicals - agriculture MID-CAP CORE 3,152.4 2.5% 1.11 [
Analog Devices ADI Integrated Circuits LARGE-CAP VALUE 12,261.6 2.5% 0.95 6
Colgate-Palmaolive cL Household Products LARGE-CAP CORE 47,641.4 2.5% 1.24 6
McCormick MKC Food Products MID-CAP CORE 6,795.6 2.5% 1.05 [
Honeywell HON Conglomerates LARGE-CAP VALUE 48,081.8 2.5% 0.98 7
Texas Instruments TXM Broad Line Semiconductors LARGE-CAP VALUE 33,709.3 2.4% 0.87 3
Smucker SIM Food Products MID-CAP CORE 9,324.9 2.4% 1.05 6
Pentair PNR Electrical Equipment MID-CAP VALUE 3,295.6 2.4% 0.92 4
St. Jude ST Medical Devices LARGE-CAP VALUE 11,517.5 2.4% 0.76 (3
Target TGT Food Retailers LARGE-CAP VALUE 36,506.5 2.4% 0.85 3
Gap GPS Specialty Retail - apparel LARGE-CAP VALUE 12,134.1 2.4% 0.86 6
United Technologies uTx Conglomerates LARGE-CAP BLEND 73,512.4 2.4% 0.74 7
Exxon Mobil XOoM Major Qil & Gas MEGA-CAP CORE 390,731.6 2.4% 1.02 6
Boeing BA ABD Prime LARGE-CAP BLEND 56,407.2 2.3% 0.99 6
Baxter Intl BAX Medical Instruments LARGE-CAP CORE 33,881.8 2.3% 1.00 [
Inspernty NSP Staffing Services SMALL-CAP BLEND 648.2 2.3% 0.85 6
Intl Flavers IFF Chemicals - broad MID-CAP CORE 4,359.8 2.3% 1.04 3
AVX Corp AVX Electronic Suppliers MID-CAP VALUE 2,237.2 2.3% 0.82 3
Newmont Mining NEM Metals & Mining - gold LARGE-CAP BLEND 30,985.0 2.3% 0.865 6
Corning GLW Electronic Suppliers LARGE-CAP VALUE 21,038.1 2.3% 0.95 4
Becton, Dickinson BDX Medical Instruments LARGE-CAP CORE 19,189.3 2.3% 1.09 (3
Snap On SNA Machinery & Tools MID-CAP VALUE 3,561.2 2.2% 0.92 7
Deere DE Machinery - agriculture LARGE-CAP VALUE 31,105.5 2.2 0.81 [
Stanley Works SWK Machinery & Tools LARGE-CAP BLEND 11,274.5 2.2% 0.85 7
Ritchie Bros RBA Luxury Goods MID-CAP GROWTH 2,180.8 2.2 1.09 6
Johnson Controls icI Auto Parts Suppliers LARGE-CAP VALUE 22,925.4 2.2 0.98 [
Manpower MAN Staffing Services MID-CAP VALUE 3,033.5 2.1% 0.72 3
Amgen AMGN Biotechnology LARGE-CAP VALUE 685,234.0 2.1% 0.80 3
Kohl's KSS Multiline Retail LARGE-CAP VALUE 14,372.8 2.1% 0.73 (3
Caterpillar CAT Machinery - agriculture LARGE-CAP BLEND 56,402.7 2.1% 0.79 6
Rockwell Automation ROK Electrical Equipment - industrial LARGE-CAP CORE 11,759.7 2.1% 1.08 6
Xilinx KLNX Specialized Semi's MID-CAP CORE 9,768.1 2.1% 1.18 (3
VF Corp VFC Luxury Goods LARGE-CAP CORE 15,288.2 2.1% 1.07 7
Kaiser Aluminum KALU Aluminum SMALL-CAP GROWTH 902. 2.1% 1.03 6
Lowe's LOW Specialty Retailers LARGE-CAP CORE 38,161.6 2.1% 1.18 6
Tupperware TUP Containers & Packaging MID-CAP VALUE 3,775.7 2.0% 0.91 &
Robert Half RHI Staffing Services MID-CAP GROWTH 4,054.4 2.0% 1.08 [
Parker-Hannifin PH Electrical Equipment LARGE-CAP VALUE 2,363.2 2.0% 0.74 3
Dover Dov Machinery & Tools LARGE-CAP VALUE 12,203.4 2.0% 0.92 7
Apple AAPL Computer Hardware MEGA-CAP BLEND 510,630.8 1.9% 0.86 5
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Valuentum's Stock Dividend Research Visit us at www.valuentum.com (10=best) Data as of 20-Apr-2012
Omega Healthcare OHI UNDERVALUED 8.6% ina Index™ 9 e Rati 4
g . Buying Index Value Rating
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$21.18 $23.00 - $38.00 HEALTHY GOOD /22 EXCELLENT 7.93%

‘We think Omega Healthcare is a slam-dunk dividend play. The firm is Key Dividend Considerations

undervalued, its yield is attractive, and the dividend has strong growth Current Annual Dividend Yield 7.93%
prospects, in our opinion. Annual Dividends per Share $1.68
Stock Chart (weekly) Initial Annual Div's Paid, $10k Investment $793.20
45.000.000 Dividend Track Record HEALTHY
- 10-seek Moving Average
40,000,000 FE L 2200 Dividend Safety GOOD
35,000,000 F r Valuentum Dividend Cushion™ 22
2000
30,000,000 l' L I‘ r Dividend Growth Potential EXCELLENT
25.000.000 '. ‘_ I_ |- r 18.00 Risk of Capital Loss LOW
20,000,000 \. |- F L ValueRisk™ (Equity Margin of Safety) MEDIUM
15,000,000 16.00 The Valuentum Dividend Cushion is a ratio that compares the firm's excess cash and cash flow to ts fture
o dividend stream. A score above 1 indicates cash flow is sufficient to cover future dividends (higher is better).
10,000,000
I 14.00
5,000,000 I I TI_ : - I I
0 N ! I ! ! I 1 I B ! i . 0 o . J ! 1 . L . 12.00 Dividend Strength Dividend Growth
%éf\ O(.\) > > 2 \é"\ \45‘) Qé“\ Qﬂ\ @&’\ \‘@"\ \g}'\ ,eg"\ Dividend Safety Very Poor Poor Good Excellent
KN S A VL A 4
Excellent
Company Vitals Dividend Safety / Cushion GOOD /2.2 Good
Market Cap (USD) $2.164 We assess the safety of a firm's dividend by adding the
Avg Weekly Vol (30 wks) 4112 company's net cash to our forecast of its free cash
30:\Veek Range (USD) 14452223 flows over the next five years. We then divide that Poor
) ) ; sum by the total expected dividends over the next five
Valuentum Sector Financials years. This process results in our Dividend Cushion™ Very Poor
Last Fiscal Year Revenue 291 ratio. A Dividend Cushion™ above 1 indicates a firm
Last Fiscal Year EPS 0.51 can cover its future dividends with net cash on hand Fimsthsthave safe snd growing dividends score at the top right of ur scale
Last Fiscal Year EBITDA 263 and future free cash flow, while a score below 1
Forward Revenue Growth (5-yr) 62% '€ MIS_ trouble may be on the ho‘nzou. ‘_ﬁmd by Dividend Track Record HEALTHY
a § b o, Ccxtension, the greater the score, the safer the dividend. — - - -
Forward EPS Growth (5-yr) 28.2% as excess cash can be used fo offset any unexpected Fiscal Year Div's/Share (3)  Div Growth % EPS (3) Payout Ratio
Dividend Vitals earnings shortfall. Omega Healthcare scores a 2.2 on Dec-97 NA 0.0 NA 0.0%
Current Annual Dividend Yield % 7.9%  our Dividend Cushion™, which is GOOD. Dec-98 NA 0.0 NA 0.0%
Annual Dividends Per Share 1.68 Dec-99 NA 0.0 NA 0.0%
Forward Dividend Payout Ratio 81.1% Dec-00 NA 0.0 NA 0.0%
3-yr Historical Dividend CAGR 11.9% Dividend Growth Potential EXCELLENT Dec-01 NA 0.0 NA 0.0%
15-yr Historical Dividend CAGR NA We judge the future potential growth of the dividend Dec-02 NA 0.0 NA 0.0%
3-yr Hist Median Div Payout Ratio 263.5% by evaluating the capacity for future increases, as Dec-03 NA 0.0 NA 0.0%
asured by th Dividend Cushion™, and
15-yr Hist Median Div Payout Ratio 0.0% easure oy 1¢ Hviden usiion an Dec-04 NA 0.0 NA 0.0%

management's willingness to consistently raise the

NMF = Not Meaningful; Est. = Estimated; FY = Fiscal Year Dec-05 NA 0.0 NA 0.

°

dividend, as measured by the firm's dividend track
Initial Annual Income Per Investment (S) record. Omega Healthcare registers an EXCELLENT Dec-06 NA 0.0 NA 0.0%
% of Shares ($) AmualDivs($) Iating on our scale, and we think the firm's annual Dec-07 NA 0.0 NA 0.0%
25 529.50 42.00 dividend will be $2.29 per share within the next pec_og 1.19 0.0 0.93 128.0%
50 1.059.00 ga0p  Scveralyears. Dec-09 1.20 038 0.87 137.9%
100 2.118.00 168.00 Risk of Capital Loss LOW  Dec-10 1.37 14.2 0.52 263.5%
200 4.236.00 336.00 We assess the risk of capital loss based on our analysis Dec-11 1.55 13.1 0.46 337.0%
300 6.354.00 504.00 of a firm's infrinsic value at this point in time. If the 5. ;5 1.68 8.4 207 81.1%
400 8.472.00 672,00  Slock is undervalued (based on our DCF process), we = 7 1.81 5.0 215 84.3%
think the risk of failing to recoup one's original capital
5 4 . .. . - - 5 3%
500 10,590.00 840.00 investment (ex dividends) is relatively LOW. If the Dec-14 1.96 el 2.00 95.3%
1,000 21,180.00 1,680.00  stock is fairly valued (it falls within our fair value Dec-13 2.12 8.0 1.93 109.6%
2,000 42.360.00 3.360.00 estimate range), we think the likelihood of losing Dec-16 2.29 8.0 1.78 128.3%
5.000 105.900.00 8.400.00 capital (ex dividends) is MEDIUM. If the stock is Light g;etdu sh::li:]ng denotes aﬁdnid::d;ucrdmse whxlel;lg:nlr:d shad;ngh d;noﬂ;;dxndeudde;rensedlﬁe;\,yd
2 > . > . 3 ) i IR green shading denotes a significant dividend increase. while heavy red shading denotes a significant dividen
10.000 211.800.00  16.800.00 trading above. our estimate of its 1111111151(1. Value, We g e or an excessive payout ratio. NA = Not Applicable.
~ think the likelihood of losing at least a portion of one's
50.000 1.059.000.00 ~ 84,000.00 original investment (ex dividends) is HIGH. Omega To view our full 16-page equity report on Omega Healthcare, please

100.000 2,118,000.00 168,000.00  Hegltheare registers a score of LOW on our scale. visit our website at www.valuentum.com
Initial anaual income is based on the firm's current forward annual -
dividend yield and could be subject to change.

e i e b Vi SALUENTUM
Page 17

Please select the following link to view the full 16-page report:

http: //www.valuentum.com/categories/20110609
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Valuentum's Stock Dividend Research Visit us at www.valuentum.com (10=best) Data as of 13-Apr-2012
Fym— [a——
Royal Dutch Shell RDS FAIRLY VALUED Buying Index™ 4 Value Rating
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$68.80 $68.00 - $104.00 HEALTHY GOOD/ 1.6 GOOD 4.88%
Royal Dutch Shell stands out to us as one of the better income plays on the Key Dividend Considerations
market today. We'd consider adding it to our dividend growth portfolio. Current Annual Dividend Yield 4.88%
Annual Dividends per Share $3.36
Stock Chart (weekly) Initial Annual Div's Paid, $10k Investment $488.37
Dividend Track Record HEALTHY
- 10-wask Moving Avennge  50.00
Dividend Safety GOOD
50.000.000 rF - o )
|_ 1 r HED Valuentum Dividend Cushion™ 1.6
40.000.000 |- I. |' r |' e Dividend Growth Potential GOOD
. w00 Risk of Capital Loss MEDIUM
I- ValueRisk™ (Equity Margin of Safety) LOW
20,000,000 The Valuentum Dividend Cushion is a ratio that compares the firm's excess cash and cash flow to its fiture
60.00 dividend stream. A score above 1 indicates cash flow is sufficient to cover future dividends (higher is better)

10.000.000 55.00

Olllll"lllllll.-'l'l‘l'l'l'l_l'—l'l'l"ll ] <000
> N U Q

Dividend Strength Dividend Growth

o

& *‘\AV 9’\'\’ S n}'\m & Dividend Safety Very Poor Poor Good Excellent
P o T &S ﬂf\ o i 2 ’
Excellent

Company Vitals Dividend Safety / Cushion GOOD /1.6 Good
Market Cap (USD) $214.037 We assess the safety of a firm's dividend by adding the
Avg Weekly Vol (30 wks) 4759 company's net cash to our forecast of its .ﬁ'fee cash ‘
30-week Range (USD) 58.37-7753 flows over the next five vears. We then divide that Poor

= sum by the total expected dividends over the next five
Valuentum Sector Energy years. This process results in our Dividend Cushion™ Very Poor
Last Fiscal Year Revenue 484.489 ratio. A Dividend Cushion™ above 1 indicates a firm
Last Fiscal Year EPS 4.97 can cover its future dividends with net cash on hand ~Fims hathave safe and growing dividends score atthe top right of our scale
Last Fiscal Year EBITDA 68.888 and future free cash flow, while a score below 1

signals trouble may be on the horizon. And by

Forward Revenue Growth (5-yr) 5.3% N . ) Dividend Track Record HEALTHY
4 EPS Growth (S-vr 3 8% extension, the greater the score, the safer the dividend, i ; - - -
Forwar S Growth (5-yr) 3.8% ¢ excess cash can be used to offset any unexpected Fiscal Year Div's/Share (§) Div Growth % EPS ($) Payout Ratio
Dividend Vitals earnings shortfall. Royal Dutch Shell scores a 1.6 on  NA 0.00 0.0 0.20 0.0%
Current Annual Dividend Yield % 4.9% our Dividend Cushion™, which is GOOD. NA 0.00 0.0 0.26 0.0%
Annual Dividends Per Share 3.36 NA 0.00 0.0 0.34 0.0%
Forward Dividend Payout Ratio 59.8% NA 0.00 0.0 0.46 0.0%
3-yr Historical Dividend CAGR 0.0% Dividend Growth Potential GOOD NA 0.00 0.0 0.59 0.0%
15-yr Historical Dividend CAGR NA We judge the future potential growth of the dividend NA 0.00 0.0 0.74 0.0%
3-yr Hist Median Div Payout Ratio 51.2% by evaluating the capacity for future increases, as NA 0.00 0.0 1.00 0.0%
asured by th Dividend Cushion™, and
15-yr Hist Median Div Payout Ratio 0.0% measure ,1} . l.e rviden usiion an NA 0.00 0.0 131 0.0%
N = Not Meaningful: Bt = Estimated: FY = Fiscal Year management's willingness to consistently raise the .
dividend, as measured by the firm's dividend track NA 0.00 0.0 1.65 0.0%
Initial Annual Income Per Investment (S) record. Royal Dutch Shell registers an GOOD rating NA 0.00 0.0 1.92 0.0%
# of Shares ($) AnmualDivs(s) on our scale, and we think the firm's annual dividend Dec-07 2.88 0.0 9.98 28.9%
25 1.720.00 84.00 will be $4.08 per share within the next several years. Dec-08 3.20 11.1 8.52 37.6%
50 3.440.00 168.00 Dec-09 3.36 5.0 4.08 82.4%
100 6.880.00 336.00 Risk of Capital Loss MEDIUM Dec-10 3.36 0.0 6.56 51.2%
200 13.760.00 672.00 We assess the risk of capital loss based on our analysis Dec-11 3.36 0.0 9.94 33.80,
300 20.640.00 100800 ©fa ﬂlm's intrinsic value at this point in time. If the 4, ;> 3.36 0.0 5.62 59.8%
400 27.520.00 1.344.00 stock is undervalued (based on our DCF process), we Dec-13 333 50 007 55.1%
think the 1isk of failing to recoup one's original capital /a
5 A/ . L. . . - 7 5 74
500 34,400.00 1,680.00 investment (ex dividends) is relatively LOW. If the Dec-14 3.70 S0 6.16 00.1%
1,000 68,800.00 3.360.00  stock is fairly valued (it falls within our fair value Dec-15 3.89 5.0 0.13 03.4%
2,000 137,600.00 6,720.00 estimate range), we think the likelihood of losing Dec-16 4.08 5.0 598 68.3%
5 244 tal (ex dividend MEDIUM. If the stock is Lieht green shading denotes a dividend increase, while light red shading denotes a dividend decrease. Heavy
5,000 344.000.00  16,800.00 Cépl al (ex divi :?11 s) is o 1€ stock 18 green shading denotes a significant dividend increase, while heavy red shading denotes a significant dividend
10.000 688.000.00  33.600.00 trading above our estimate of its intrinsic value, we ;. ..o excessive payout ratio. NA = Not Applicable.
~ . i N think the likelihood of losing at least a portion of one's
50,000 3.440.000.00  168,000.00 original investment (ex dividends) is HIGH. Royal To view our full 16-page equity report on Royal Dutch Shell, please

100,000 6.880.000.00 336.000.00 Dyt Shell reisters a score of MEDIUM on our Visit our website at www.valuentum.com

Initial annual income is based on the firm's current forward annual

dividend yield and could be subject to change. scale.
Tere sceurare, o comect T -
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Valuentum's Stock Dividend Research Visit us at www.valuentum.com (10=best) Data as of 2-Mar-2012
_— ) Wnssenrum Wawerrire
Williams Co WMB FAIRLY VALUED Buying Index™ 6 Value Rating
Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$30.26 $23.00 - $38.00 HEALTHY GOOD/ 1.8 EXCELLENT 3.44%

Williams Co stands out to us as one of the better income plays on the market Key Dividend Considerations

today. We'd consider adding it to our dividend growth portfolio. Current Annual Dividend Yield 3.44%
Annual Dividends per Share $1.04
Stock Chart (weekly) Initial Annual Div's Paid, $10k Investment $343.69
35.00 Dividend Track Record HEALTHY
- 10-week Moving Average
350,000,000 33.00 Dividend Safety GOOD
300.000.000 . Valuentum Dividend Cushion™ 1.8
250,000,000 20,00 Dividend Growth Potential EXCELLENT
—— 700 Risk of Capital Loss MEDIUM
I- |, |. ValueRisk™ (Equity Margin of Safety) MEDIUM
150,000,000 " 25.00 The Valuentum Dividend Cushion is a ratio that compares the firm's excess cash and cash flow to its fture
100.000.000 Si00 dividend stream. A score above 1 indicates cash flow is sufficient to cover future dividends (higher is better).
50.000.000 I I I I I I I 21.00
© < o I N I .« I N i ! i <« i E 5 ! 1 ! 1 ! Ry Dividend Strength Dividend Growth
2 %d/\ @f\ 0@"\ 5)“\‘\ ecr”\ éo“"\ du‘"\ om‘/\ oé"\ @S"v \&"\( @"V @dv Dividend Safety Very Poor Poor Good Excellent
R L SR S O S VR Y U R O
Excellent
Company Vitals Dividend Safety / Cushion GOOD /18 Good
Market Cap (USD) $18.101 We assess the safety of a firm's dividend by adding the
Avg Weekly Vol (30 wks) 41514 company's net cash to our forecast of its free cash
e - ” er . N 7 o A Poor
30-week Range (USD) 210-3311 flows over the next five vears. We then divide that
) = sum by the total expected dividends over the next five
Valuentum Sector Energy years. This process results in our Dividend Cushion™ Very Poor
Last Fiscal Year Revenue 7.930  ratio. A Dividend Cushion™ above 1 indicates a firm ]
Last Fiscal Year EPS 1.33 can cover its future dividends with net cash on hand Fims thathave safe and growing dividends score at the top right of our scale
Last Fiscal Year EBITDA 3482 and future free cash flow, while a score below 1
Forward Revenue Growth (5-yr) 430, & MIS_ trouble may be on the 110}‘12011. ;.%nd by Dividend Track Record HEALTHY
4 EPS Growth (S-vr 6.5 extension, the greater the score, the safer the dividend, i - - -
Forwar S Growth (5-yr) 5% s excess cash can be used to offset any unexpected Fiscal Year Div's/Share ($) DivGrowth%  EPS ($) Payout Ratio
Dividend Vitals earnings shortfall. Williams Co scores a 1.8 on our Dec-97 NA 0.0 1.04 0.0%
Current Annual Dividend Yield % 3.4% Dividend Cushion™, which is GOOD. Dec-98 NA 0.0 0.32 0.0%
Annual Dividends Per Share 1.04 Dec-99 NA 0.0 0.36 0.0%
Forward Dividend Payout Ratio 69.1% Dec-00 NA 0.0 1.95 0.0%
3-yr Historical Dividend CAGR 33.2% Dividend Growth Potential EXCELLENT Dec-01 NA 0.0 1.67 0.0%
15-yr Historical Dividend CAGR NA We judge the future potential growth of the dividend Dec-02 NA 0.0 -1.14 0.0%
3-yr Hist Median Div Payout Ratio 58.2% by e\’all(\‘amllg Ihel Capaclly’dfoi‘ hlturellucreases, a; Dec-03 NA 0.0 -0.03 0.0%
ST | Divi C ion™, a
15-yr Hist Median Div Payout Ratio 0.0% mmeasure ,1} . l.e cen usiuon an Dec-04 0.08 0.0 0.18 44.4%
NME = Not Meaningfl Est. = Estimated. FY = Fiscal Year management's willingness to consistently raise the K )
_ dividend, as measured by the firm's dividend track Dec-05 0.25 2125 0.53 47.2%
Initial Annual Income Per Investment ($) record. Williams Co registers an EXCELLENT rating Dec-06 035 40.0 0.55 63.6%
4 of Shares ($) AnmualDivs(s) on our scale, and we think the firm's annual dividend Dec-07 0.39 11.4 1.40 27.9%
25 756.50 26.00 will be $1.64 per share within the next several years. Dec-08 0.43 10.3 2.26 19.0%
50 1,513.00 52.00 Dec-09 0.44 23 0.75 58.7%
100 3.026.00 104.00 Risk of Capital Loss MEDIUM Dec-10 0.49 11.4 -1.87 -26.2%
200 6.052.00 208.00 We assess the risk of capital loss based on our analysis Dec-11 0.78 502 134 5820,
300 9.078.00 312.00 of a ﬂlm's intrinsic value at this point in time. If the 4, ;> 1.04 33.3 150 69.1%
400 1210400 41600  Stockis undervalued (based on our DCF process), we 7, ¢ 1.16 12.0 1.69 69.1%
think the 1isk of failing to recoup one's original capital
5 5 . .. . . - 77 73.8%
500 15,130.00 520.00 investment (ex dividends) is relatively LOW. If the Dec-14 1.30 w2 1.77 73.8%
1,000 30,260.00 1,040.00  stock is fairly valued (it falls within our fair value Dec-15 1.46 12.0 1.81 80.6%
2,000 60,520.00 2,080.00 estimate range), we think the likelihood of losing Dec-16 1.64 12.0 1.82 90.1%
5000 151.300.00 520000  capital (ex dividends) is MEDIUM. If the stock is Liehtsseen shadine denotes  dividend increase. whilelight red shading demotes 2 dividend decrease Heavy
% O, 00 2,&00. o green shading denotes a significant dividend increase, while heavy red shading denotes a significant dividend
10.000 302.600.00 10.400.00 trading above our estimate of its intrinsic value, we ;. ..o excessive payout ratio. NA = Not Applicable.
~ o ) think the likelihood of losing at least a portion of one's
50.000 1.513.000.00  52.000.00 original investment (ex dividends) is HIGH. Williams To view our full 16-page equity report on Williams Co, please visit

100,000 3.026.000.00 104.000.00 (g registers a score of MEDIUM on our scale. our website at www.valuentum.com
Initial annual income is based on the firm's current forward anaual -
dividend yield and could be subject to change
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Valuentum's Stock Dividend Research

Visit us at www.valuentum.com

(10=best) Data as of 2-Mar-2012

Spectra Energy SE FAIRLY VALUED

Sy
Buying Index™ 6

IsuenTuM
=

Value Rating

Last Close Stock Fair Value Range Dividend Track Record Dividend Safety / Cushion™  Div Growth Potential Dividend Yield
$31.47 $24.00 - $40.00 HEALTHY GOOD/ 1.3 GOOD 3.56%
Spectra Energy stands out to us as one of the better income plays on the Egiyidend Considerations
market today. We'd consider adding it to our dividend growth portfolio. Current Annal Dividend Yield 3.56%
Annual Dividends per Share $1.12
Stock Chart (weekly) Initial Annual Div's Paid, $10k Investment $355.89
Dividend Track Record HEALTHY
-1owek MovisgAvenzr 339 . _ ,
200,000,000 5 Dividend Safety GOOD
] . .
r B FLEY Valuentum Dividend Cushion™ 1.3
150.000.000 29.00 Dividend Growth Potential GOOD
27.00 Risk of Capital Loss MEDIUM
100,000,000 L T I' I. L 1sop  ValueRisk™ (Equity Margin of Safety) MEDIUM
I_ |. r - The Valuentum Dividend Cushion is a ratio that compares the firm's excess cash and cash flow to s fture
560 dividend stream. A score above 1 indicates cash flow is sufficient to cover future dividends (higher is better).
50.000.000 -
I I I 21.00
o I I I 1 I I i I tinin.1ls N Dividend Strength Dividend Growth
PN N PO NS B PN TENSS S I L E C ; 3
Yg‘v &% %gﬂf K 5)"\ %a‘\‘ %:5‘ db" o@‘* Qé' & & & & Dividend Safety Very Poor Poor Good Excellent
& T A R e e T
Excellent
Company Vitals Dividend Safety / Cushion GOOD /1.3 Good
Market Cap (USD) $20.550 We assess the safety of a firm's dividend by adding the
Avg Weekly Vol (30 wks) 19.725 ;ompauy‘s m;t cash I; our forecast ({f itsdﬁ'e(;‘ czllsh Poor
ows over the next five years. We then divide that :
30-week Range (USD 22.8-31.98 .
) week Range ( ) sum by the total expected dividends over the next five
Valuentum Sector Energy years. This process results in our Dividend Cushion™ Very Poor
Last Fiscal Year Revenue 5.351 ratio. A Dividend Cushion™ above 1 indicates a firm
Last Fiscal Year EPS 1.77 can cover its future dividends with net cash on hand Frms thathave safe and growing dividends score at the top right of our scale
Last Fiscal Year EBITDA 2480 and future free cash flow, while a s.core below 1
Forward Revenue Growth (5-yr) 7.0% '€ 1als. trouble may be on the ho‘uzou. :.And by Dividend Track Record HEALTHY
a § b < o, CXtension, the greater the score, the safer the dividend. — - - -
Forward EPS Growth (5-yr) 5.1% as excess cash can be used fo offset any unexpected Fiscal Year Div's/Share ($)  Div Growth % EPS (3) Payout Ratio
Dividend Vitals earnings shortfall. Spectra Energy scores a 1.3 on our NA 0.00 0.0 0.00 0.0%
Current Annual Dividend Yield % 3.6% Dividend Cushion™, which is GOOD. NA 0.00 0.0 0.00 0.0%
Annual Dividends Per Share 112 NA 0.00 0.0 0.00 0.0%
Forward Dividend Payout Ratio 58.7% NA 0.00 0.0 0.00
3-yr Historical Dividend CAGR 3.8% Dividend Growth Potential GOOD NA 0.00 0.0 0.00
15-yr Historical Dividend CAGR NA We judge the future potential growth of the dividend NA 0.00 0.0 0.00
3-yr Hist Median Div Payout Ratio 62.50% Y evall(\lamllg thel cap acnydfoil hlturelmcreases, a; NA 0.00 0.0 0.00
X X . X | measure by  the  Dividen Cushion™,  an
5-yr 7 Pay .02 s y. i K .
\l‘wylli ti;ziii;z;‘g:l\::X::ﬁ;i‘iilmnm 0.0% management's willingness to consistently raise the NA 0.00 0.0 0.00
_ dividend, as measured by the firm's dividend track NA 0.00 0.0 0.00
Initial Annual Income Per Investment (S) record. Spectra Energy registers an GOOD rating on  NA 0.00 0.0 0.00
# of Shares s) nnual Divs ($)  our scale, and we think the firm's annual dividend will Dec-07 0.88 0.0 1.49
25 786.75 28.00 be $1.36 per share within the next several years. Dec-08 0.96 9.1 181
50 1,573.50 56.00 Dec-09 1.00 42 1.31
100 3.147.00 112.00 Risk of Capital Loss MEDIUM Dec-10 1.00 0.0 1.60
200 6.294.00 224.00 We assess the risk of capital loss based on our analysis Dec-11 1.06 6.0 1.77
300 9.441.00 336.00 of akﬁlul's (iimriulsicdvallue (a‘t this po]i)u(t‘lj:u time. If the 7, 75 1.12 5.7 1.91
400 12588.00  4ag0p  Sock is undervalued (based on our process), we s 118 5.0 2.06
~ o think the 1isk of failing to recoup one's original capital _
500 15,735.00 560.00 investment (ex dividends) is relatively LOW. If the Dec-14 1.23 0 210
1,000 31.470.00 1,120.00 stock is fairly valued (it falls within our fair value Dec-15 1.30 5.0 224
2,000 62,940.00 2.240.00 estimate range), we think the likelihood of losing Dec-16 1.36 5.0 2.28 59.7%
< < tal (ex dividend MEDIUM. If the stock is Lieht green shading denotes a dividend increase, while light red shading denotes a dividend decrease. Heavy
5,000 157.350.00 5.600.00 Céljl al (ex divi t?u s) is o 16 stock 18 green shading denotes a significant dividend increase, while heavy red shading denotes a significant dividend
10.000 314.700.00 11.200.00 trading above our estimate of its intrinsic value, we ;. ..o o excessive payout ratio, NA = Not Applicable
~ o think the likelihood of losing at least a portion of one's
50,000 1,573,500.00 ~ 56,000.00 original investment (ex dividends) is HIGH. Spectra 10 view our full 16-page equity report on Spectra Energy . please
100.000 3.147.000.00 112.000.00 visit our website at www.valuentum.com

Initial anaual income is based on the firm's current forward annual
dividend yield and could be subject to change.

Energy registers a score of MEDIUM on our scale.
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Our Methodology - The Valuentum Buying Index

By Valuentum Analysts

But how, you will ask, does one decide what [stocks are] "attractive"? Most analysts feel they must
choose between two approaches customarily thought to be in opposition: "value” and "growth,"...We
view that as fuzzy thinking...Growth is always a component of value [and] the very term "value
investing” is redundant.

-- Warren Buffett, Berkshire Hathaway annual report, 1993

At Valuentum, we take Buffett's thoughts one step further. We think the best opportunities arise from a
complete understanding of all investing disciplines in order to identify the most attractive stocks at any
given time. Valuentum therefore analyzes each stock across a wide spectrum of philosophies, from deep
value through momentum investing. We think companies that are attractive from a number of
investment perspectives--whether it be growth, value, income, momentum, etc.--have the greatest
probability of capital appreciation and relative outperformance. The more deep-pocketed institutional
investors that are interested in the stock for reasons based on their respective investment mandates, the
more likely it will be bought and the more likely the price will move higher to reflect its true intrinsic
value (buying a stock pushes its price higher). On the other hand, we think the worst stocks will be
shunned by most investment disciplines and display expensive valuations, poor technicals and
deteriorating momentum indicators.

As such, the Valuentum Buying Index (VBI) combines rigorous financial and valuation analysis with an
evaluation of a firm's technicals and momentum indicators to derive a score between 1 and 10 for each
company (10=best). The VBI places considerable emphasis on a firm's DCF valuation, its relative valuation
versus peers (both forward PE and PEG ratios), as well as its technicals in order to help investors pick the
best entry and exit points on the most interesting stocks. We believe our methodology helps identify the
most attractive stocks at the best time to buy, helping to avoid value traps and lagging performance due
to the opportunity cost of holding a stock with great potential but at an inopportune time.

A Rigorous, Discounted Cash Flow Valuation Assessment

Our methodology starts with in-depth financial statement analysis, where we derive our ValueCreation,
ValueRisk, and ValueTrend ratings, which together provide a quantitative assessment of the strength of a
firm's competitive advantages. After evaluating historical trends, we then make full annual forecasts for
each item on a company's income statement and balance sheet to arrive at a firm's future free cash
flows. We derive a company-specific cost of equity (using a fundamental beta based on the expected
uncertainty of key valuation drivers) and a cost of debt (considering the firm's capital structure and
synthetic credit spread over the risk-free rate), culminating in our estimate of a company's weighted
average cost of capital (WACC). We don't use a market price-derived beta, as we embrace market
volatility, which provides investors with opportunities to buy attractive stocks at bargain-basement
levels.

We assess each company within our complete three-stage free cash flow to the firm (enterprise cash
flow) valuation model, which generates an estimate of a company's equity value per share based on its
discounted future free cash flows and the company's net balance sheet impact, including other
adjustments to equity value (namely pension and OPEB adjustments). Our ValueRisk rating, which
considers the underlying uncertainty of the capacity of the firm to continue to generate value for
shareholders, sets the margin of safety bands around this fair value estimate. For firms that are trading
below the lower bound of our margin of safety band, we consider these companies undervalued based on
our DCF process. For firms that are trading above the higher bound of our margin of safety band, we
consider these companies overvalued based on our DCF process.

Our Methodology - The Valuentum Buying Index continued on next page
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Our Methodology - The Valuentum Buying Index (cont.)

A Forward-Looking Relative Value Assessment

Our discounted cash-flow process allows us to arrive at an absolute view of the firm's intrinsic value.
However, we also understand the critical importance of assessing firms on a relative value basis, versus both
their industry and peers. Many institutional money-managers--those that drive stock prices—pay attention to
a company's price-to-earnings (PE) ratio and price-earning-to-growth (PEG) ratio in making buy/sell
decisions. With this in mind, we have included a forward-looking relative value assessment in our process to
further augment our rigorous discounted cash-flow process. If a company is undervalued on both a price-to-
earnings ratio and a price-earnings-to-growth (PEG) ratio versus industry peers, we would consider the firm
to be attractive from a relative value standpoint.

Avoiding Value Traps and Opportunity Cost

Once we have estimated a firm's intrinsic value on the basis of our discounted cash-flow process, determined
if it is undervalued according to its firm-specific margin of safety bands, and assessed whether it has relative
value versus industry peers, we then evaluate the company's technical and momentum indicators to pin-point
the best entry and exit points on the stock (but only after it meets our stringent valuation criteria). Rigorous
valuation analysis and technical analysis are not mutually exclusive, and we believe both can be used
together to bolster returns. An evaluation of a stock's moving averages, relative strength, upside-downside
volume, and money flow index are but a few considerations we look at with respect to our technical and
momentum assessment of a company's stock. We embrace the idea that the future is inherently
unpredictable and that not all fundamental factors can be included in a valuation model. By extension, we
use technical and momentum analysis to help safeguard us against value traps, falling knives, and the
opportunity cost of holding an undervalued equity for years before it converges to fair value. Other research
firms do not consider opportunity cost as a legitimate expense for investors.

Putting It All Together - the Valuentum Buying Index

Let's follow the red line on the flow chart on the next page to see how a firm can score a 10, the best mark
on our index (a "Top Pick"). First, the company would need to be 'UNDERVALUED' on a DCF basis and
'ATTRACTIVE' on a relative value basis. The stock would also have to be exhibiting '‘BULLISH' technicals. The
firm would need a ValueCreation rating of ‘GOOD' or 'EXCELLENT", exhibit 'HIGH' or '"AGGRESSIVE' growth
prospects, and generate at least a 'MEDIUM' or 'NEUTRAL' assessment for cash flow generation, financial
leverage, and relative price strength.

This is a tall order for any company, but we're looking to deliver the very best of ideas to our clients and
subscribers. Firms that don't make the cut for a 10 are ranked accordingly, with the least attractive stocks
garnering a score of 1 ("We'd sell”). Most of our coverage universe falls between 3 and 7, but at any given
time there could be large number of companies garnering either high or low scores, especially at market
lows or tops, respectively.
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Our Methodology - The Valuentum Buying Index (cont.)

pr—
Initial Index
Score
DCF Overvalued DCF Fairly DCF Undervalued
Valued
e ——
Relative Value Relative Value Relative Value Relative Value Relative Value Relative Value
Unattractive/Neutral Attractive Unattractive/Neutral Attractive Unattractive/Neutral Attractive
i
Technicals Technicals Technicals Technicals
Technicals Bullish- 4 Bearish: 3 Bullish: 7 Bearish: 6
Bearish: 1
—
Technicals Technicals
Neutral: 2 Neutral: 8
Technicals Technicals
is B h- 4
Technicals Bullish- & =t Technicals
Bearish: 3 Bullish: 7
ke
. Technicals
Technicals . Technicals Bullish: 9
Bullish: 7 Technicals Bearish: 3 :
Neutral: 5
Technicals Technicals
Neutral: 4 Neutral: 6
WBI Score Action
Technicals == Bullish
10 Top Pick ValueCreation(TM) >= Good
| Growth >= High
9 We'd Buy Cash Flow Generation >= Medium

6to8 Constructive Financial Leverage <= Medium
Relative Strength »>= Neutral

4106 Less Exciting
lto3 We'd Pass

Final Score: 10
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Valuentum’s Dividend Growth Newsletter is published monthly. To
receive this newletter on a monthly basis, please subscribe to
Valuentum by visiting our website at http://www.valuentum.com.
Or contact us at info@valuentum.com.

Fair Value Range. The fair value range represents an upper bound and lower bound.
between which we would consider the firm to be fairly valued. The range considers our
estimate of the firm's fair value and the margin of safety suggested by the volatility of
key valuation drivers, including revenue, gross margin, earnings before interest, and
enterprise free cash flow (the determinants behind our ValueRisk™ rating).

ValueRisk™., This is a proprietary Valuentum measure. ValueRisk™ indicates the
historical volatility of key valuation drivers, including revenue, gross margin. camings
before interest, and enterprise free cash flow. The standard deviation of each measure is
calculated and scaled against last year's measure to arrive at a percentage deviation for
each item. These percentage deviations are weighted equally to arrive at the
corresponding fair value range for each stock, measured in percentage terms. The firm's
performance is measured along the scale of LOW, MEDIUM. HIGH. and VERY HIGH.
The ValueRisk™ rating for each firm also determines the fundamental beta of cach
firm along the following scale: LOW (0.85), MEDIUM (1), HIGH (1.15). VERY HIGH

(1.3).

Dividend Track Record. We assess each firm's dividend track record based on
whether the fundamentals of the firm have ever forced it to cut its dividend. If the firm
has ever cut its dividend (within the last 10 years). we view its track record as RISKY.
If the firm has maintained and/or raised its dividend each year (over the past 10 years).
we view its track record as HEALTHY.

Dividend Safety, We measure the safety of a firm's dividend by adding its net cash to
our forecast of its future cash flows and divide that sum by our forecast of its future
dividend payments. This process results in a ratio called the Dividend Cushion™,
Scale: Above 2.75 = EXCELLENT: Between 1.25 and 2.75 = GOOD: Between 0.5 and
1.25=POOR: Below 0.5 = VERY POOR.

Valuentum Dividend Cushion™". This is a proprietary Valuentum measure that drives
our assessment of the firm's Dividend Safety rating. The forward-looking measure
assesses dividend coverage via the cash characteristics of the business.

Dividend Growth Potential. We blend our analysis of a firm's Dividend Safety with
its historical Track Record. while also considering historical dividend growth trends.
We believe such a combination captures a firm's capacity (cash flow) and willingness
(track record) to raise its dividend in the future. Seale: EXCELLENT, GOOD, POOR,
VERY POOR.

Risk of Capital Loss. We think capital preservation is key for the dividend investor.
As such, we evalute the risk of capital loss by assessing the intrinsic value of each firm
based on our discounted cash-flow process. If a firm 1s significantly OVERVALUED,
we think the risk of capital loss 1s HIGH. If a firm is FAIRLY VALUED, we think the
risk of capital loss is MEDIUM., and if a firm is UNDERVALUED. we think the risk of
capital loss is LOW.,

Dividend Strength. Our assessment of the firm's dividend strength is expressed ina
matrix. If the safety of a firm's dividend 1s EXCELLENT and its growth prospects are
also EXCELLENT, it scores high on our matrix (top right). If the firm's dividend safety
and the potential future growth are VERY POOR. it scores lower on our scale (bottom
left).

© Valuentum Securities, Inc. All rights Reserved. The information contained in this report is not
represented or warranted to be accurate, correct, complete, or timely. This report is for informational
and educational purposes only and should not be considered a solicitation to buy or sell any security.
The securities mentioned herein may not be suitable for all types of investors. The information
contained in this report does not constitute any investment advice, but especially on the tax
consequences of making any particular investment decision. This material is not intended for any
specific type of investor and does not take into account an investor's particular investment objectives,

financial situation or needs.

This report is not intended as a recommendation of the securities highlighted or any particular
investment strategy. Before acting on any information found in this report, readers should consider
whether such an investment is suitable for their particular circumstances, perform their own due-
diligence, and if necessary, seek professional advice. This report has not been tailored to suit any

particular person’s portfolio or holdings.

Assumptions, opinions, and estimates are based on our judgment as of the date of the report and are
subject to change without notice. Valuentum is not responsible for any errors or omissions or for results
obtained from the use of this report and accepts no liability for how readers may choose to utilize the
content. In no event shall Valuentum be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or
losses (including, without limitation, lost income or lost profits and opportunity costs) in connection
with any use of the information contained in this document. Investors should consider this report as only
a single factor in making their investment decision. Redistribution is prohibited without written

permission.

Valuentum is not a registered investment advisor, has not given its consent to be deemed an “expert”
under the Federal Securities Act of 1933, does not offer brokerage or investment banking services, and
adheres to professional standards and abides by formal codes of ethics that put the interests of clients
and subscribers ahead of their own. As of the date of this report, Valuentum has not received any
compensation from companies highlighted in this report. Valuentum, its employees, and affiliates may

have long, short or derivative positions in the stock or stocks mentioned herein.

No warranty is made regarding the accuracy of any data or any opinions. The portfolio in the
Valuentum Dividend Growth Newsletter is hypothetical and does not represent real money.
Performance assessment of the Valuentum Buying Index™ is currently ongoing, and we intend to
update investors as soon as such results are available. Past performance is not a guarantee of future

results.

For general information about Valuentum's products and services, please contact us at

info@valuentum.com.
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