Exhibit A
Plan of Reorganization

0279




Luc A. Despins, Esq.

James T. Grogan, Esq.

PAUL HASTINGS JANOFSKY & WALKER LLP
Park Avenue Tower

75 E. 55th Street, First Floor

New York, NY 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

Counsel to the Debtors
and Debtors-in-Possession

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

In re: : Chapter 11

FAIRPOINT COMMUNICATIONS, INC., et al.,:  Case No. 09-16335 (BRL)

Debtors. 1 {Jointly Administered)

DEBTORS’ FIRST AMENDED JOINT PLAN OF REORGANIZATION
UNDER CHAPTER 11 OF THE BANKRUPTCY CODE

Dated: New York, New York
February 11, 2010

0280




SECTION 1
i1
i.2
i3
1.4
1.5
)
1.7
[.8
1.9
1.10

TABLE OF CONTENTS

Page

DEFINITIONS .o 1
“Ad Hoc Committee of Senior Noteholders™ ... o 1
“Adequate Protection Claims™ .........oooooooiii e 1
“Administrative Expense Claim™. ... |
FATIIATET oo l
CALOWEA™ e 1
“Amended Bylaws™ .o e 2
“Amended Certificate of InCOrPOration” .............cocooevooeeeooeeeoooo 2
FAVOIdance ACHOMS™ ... 2
FBAllOr e 2
“Bankruptey Code” ... 2
FBankruptey COUTt™ ..ot 2
“Bankruptey Rules” e 2
FBAr Dale” e e 2
FBenellt PLAns™. ... e 2
FBUSINESS DAY ... e 3
AN e et 3
“Cash Equivalent”. ... 3
“Cash Payment™ e 3
FCAUSES OF ACTION™ L.t 3
FChapter T1 Cases” ..o 4
ClAIIN e e 4
LRSS e 4
FCONateral” e 4
“Confirmation Date™ ... e 4
“Confirmation Hearing™........oooo oo 4
“Confirmation Order™ ... 4
“Consenting Lenders™ ... e 4
“Contingent Claim™ ... e 4
“Convenience Claim™ ..o 4
“Creditors” COMIMITEE™ ... oot 4

0281




TABLE OF CONTENTS

(continued)

Page
FOUIET et 5
“Debtors-in-Possession™ ... e 5
FDIP A e 5
IR Facility™ oo e 5
FDIP LENAEIS” oot 5
FDIP Order™ .o 5
FDISAllOWEd™ e 5
“DISHUrSING AZENE” ..ot 5
“Disclosure Statemment™ . .....o.o...ooviuii oo 5
“Disclosure Statemnent Approval Date” ... 5
“Disclosure Statement Approval Order’™ ...........ocooovoovioer oo 6
FDISPULEA™ ... e 6
CDRSIIDULIONT e 6
DAStIbULION Date™ ..o 6
“Distribution Record Date™......co.o.ovo oo 6
D D e e 6
“Effective Date™ .o 6
CEQUIty INterest” oo 6
B SEALET oo 6
“EXecutive AGreements” . ... oot e 6
FFAITPOINT™ Lo 6
“FairPoint Communications™...........coooooviioieiteeee oo 7
“FairPoint Communications Unsecured Claims™ .........o..coooioeooooo 7
“Final Distribution Date” ..o 7
CFINal Order™ ... 7
“Holders of Registrable Securities” ... 8
FIMPAITEA”. .o e 8
“Indemnified Persons™ . ... 8
“Indenture Dated March 31, 20087 ..o 8
“Indenture Dated July 29, 20007 ... i 8

-ii-

0282




1.61
1.62
1.63
1.64
1.65
1.66
1.67
1.68
1.69
1.70
1.71
1.72
1.73
1.74
1.75
1.76
1.77
1.78
1.79
1.80
1.81
1.82
1.83
1.84
1.85

1.87
1.88
1.89
1.90

TABLE OF CONTENTS

(continued)

Page
“Indenture Trustee™ ... 8
FINAENTUTES™ oo 3
“Independent Director” ... .o 8
“Initial ObJeCtion™. ..o 8
“INSUTANCE POLICY™ ..o e 8
“Insured Claim™ ... 8
FIRSUTCT e e 9
“Intercompany CRIMS™ ... e 9
“Labor MOU™ Lt 9
“Legacy SubsSidiary™ ... e 9
“Legacy Subsidiary Unsecured Claim™ ... 9
“Lender Steering Committee”..........ooiiiini e, 9
FLaabILtEST e 9
LRI e 9
“Local Bankruptey Rules™ ..o, 9
“Long Term Incentive PIan™ ... 9
“Morgan Stanley Swap Agreement™ ... 9
MPUCT e 10
“MPUC Regulatory Settiement” . ..., 10
INEW BOard” ... e 10
“New Common StOCK™ ... 10
“New Organizational Documents™ ... 10
FNew ReVOIVET” e 10
FNew Term LOan™. ..o e 10
FNew Wartants” ... e, 10
NH P U e 10
“NHPUC Regulatory Settlement”.........cooo oo 10
INNE SubsIdIary”. . e 10
“NNE Subsidiary Unsecured Claim™ ... ... 11
“Objection Deadline” ... i1

-

0283




1.9]
1.92
1.93
‘1.94
1.95
1.96
1.97
1.98
1.99
1.100
[10F
1.102
1.103
1.104
1.105
1.106
1.107
1.108
1.109
1.110
1111
1112
1.113
1.114
1.115
1.116
1.117
[.118
1.119
1.120

TABLE OF CONTENTS

(continued)

Page
“Old FairPoint Equity Interests™ ..o 11
“Other Priority CLaim™ .o, 11
“Other Sectred Claim” ..o 11
P ETSONT et 11
FPetIton Date™ e 11
FPLANT e il
“Plan Supplement” ...t 11
“Plan Support Agreement™ .. ..o oo, 11
“Prepetition Credit AGIEEMENE” .. .o.....iv.oviiveeeoeeeeeeeee oo eeees e es e i1
“Prepetition Credit Agreement Agent™ . ..., 12
“Prepetition Credit Agreement Clalm™ ... 12
“Prepetition Credit Agreement Lender” ..., 12
“Priority Tax Clalm™ . .o 12
“Professional Fees™ ..o 12
“Ratable Proporilon”. ... 12
“Registration Rights Agreement” ... 12
“Regulatory Settlemennts™. ... e 12
“Reinstated” or “Reinstatement™ ..., 12
“Released Partles”. ... i3
“Reorganized FairPoint™ ..., 13
“Reorganized FairPoint Communications”.........ccoooiveeioiiie e, 13
RESEIVE™ ..., 13
CSchedules” e, 13
“Section 345 SeCUITIES” ..ot e, 13
“Secured Clalm™ ..o e 13
“Secured Tax Clalm” ... e 14
FEECUTIIES ACE L.ttt 14
S BCUIILY ™ ..ottt ettt 14
SBIIOL NOTES™ L.ttt 14
“Senior Notes CAINS" ..o 14

1v-

0284




1.121
1.122
1.123
1.124
1.125
1.126
1.127
1.128
1.129
£.130
[.131
1.132
1.133
1.134
1.135
SECTION Il
2.1
2.2
SECTION 111

3.1
32
33
3.4
3.5
SECTION IV
SECTION V

5.1
5.2
5.3

TABLE OF CONTENTS

(continued)

Page
“Subordinated Securities Claim™ ... 14
“Subsequent Distribution Date”. ..., 14
“Subsidiary Equity Interests™ oo 14
OUCCESS BOMUSES™ . it 14
“SWAP ABIEEIMENTST ..o e 14
FTAX CIALIL Lo ettt 14
LS. TSI R L.ttt ettt ettt ee e 15
“Unclassified Claim™ ... 15
FUNIMPAITEA™ ..o, 15
“Untiquidated Clalm™ ... e 15
“Unsecured CLaIM™ ..ot e e 15
N D S e e 15
“VDPS Regulatory Settlement” . ... e N
VOHNEZ AR oottt ettt i5
“Wachovia Swap Agreement” ..o 15

INTERPRETATION OF PLAN ... 15
Application of Definitions; Rules of Construction; Computation of Time ......... 15
Relief Sought by Filing the Plan ..o, 16

PAYMENT OF ADMINISTRATIVE EXPENSE CLAIMS,

PRIORITY TAX CLAIMS AND OTHER UNCLASSIFIED CLAIMS ...... 16
Administrative Expense Claims. ... 16
Adequate Protection ClAIMS ..ot 16
Priotity Tax ClailiiS .ottt 16
Prefessional Compensation and Reimbursement Claims .............coooooove. 17
Intercompany Clailms ..o e, 17

CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS ..o 18

TREATMENT OF CLAIMS AND EQUITY INTERESTS UNDER

THE PLAN L e 18
Other Priority Claims (CLass 1) ..o oo 18
Secured Tax Claims (Class 2) oo 19
Other Sepured Claims (Class 3) .o, 19

v

0285




TABLE OF CONTENTS

{continued)
Page
5.4 Allowed Prepetition Credit Agreement Claims (Class 4)................. s 20
5.5 Legacy Subsidiary Unsecured Claims (Class 5) ..o 21
5.6 NNE Subsidiary Unsecured Claims (Class 6) ... 21
5.7  FairPoint Comununications Unsecured Claims (Cl1ass 7) ovooevoeerooeveoe 21
5.8 Convenience Claims (Class 8) ..o 22
59 Subordinated Securities Claims (Class 9)......ococovoieiieceie e 22
5.10  Subsidiary Equity Interests (Class 10) ... oo 22
5.11  Old FairPoint Equity Interests (C1ass 11). oo, 23
5.12 Limutations on Amounts to Be Distributed to Holders of Allowed Insured
CIAIIMS. oot e et 23
5.13  Special Provision Regarding Unimpaired Claims. ..........ooovooeiooeoee 23
SECTION VI PROVISIONS REGARDING NEW COMMON STOCK AND NEW
WARRANTS DISTRIBUTED PURSUANT TO THE PLAN ... 23
6.1 New Common STOCK. ..., 23
6.2 New WAITAINLS ..ot 25
6.3 Securities Law MatErs ..o e 25
SECTION VII  IMPAIRED AND UNIMPAIRED CLASSES OF CLAIMS AND
EQUITY INTERESTS UNDER THE PLAN; ACCEPTANCE OR
REJECTION OF THE PLAN ..o, 26
7.1 Voting Of CLAIMS ....ooo it e 26
7.2 Acceptance by Unimpaired Classes..........oovioeiverierieeeeeeeeeeeeeeeees oo 26
7.3 Elimination of Vacant Classes ... 26
74 Nonconsensual Confirmation. ... 26
7.5 Revocation of the Plan ..., 27
SECTION VIII  MEANS OF IMPLEMENTATION OF THE PLAN ..o 27
8.1 Regulatory Settlements ..., 27
8.2 Transactions on the Effective Date ..o, 27
8.3 Reorganization of FairPoint; Continuation of Businesses ........coocooovovoovooo . 27
8.4  Reorganized FairPoint’s Obligations Under the Plan ..., 28
8.5  New Organtzational DOCUITIEINTS ..., 29
B.6  New Board ... 29
8.7  Officers of Reorganized FairPoint ... 31

vi-

0286




8.8
8.9
8.10
8.11
8.12
8.13
8.14
8.15
2.16
SECTION IX
9.1
9.2
9.3
9.4
9.5
9.6
9.7
9.8
9.9
9.10
9.11
9.12
9.13
9.14
9.15
9.16
9.17
9.18
9.19
9.20

TABLE OF CONTENTS

(continued)

Page

Operations of FairPoint Between Confirmation and the Effective Date ............. 32
Revesting 0f ASSElS. ... 32
Dissolution of the Creditors” Committee . ...........ocooieie oo 32
Effectuating Documents; Further Transactions .............cc.oooevoveveereeeeer e 32
Preservation of Cettain Causes of Action; Defenses .........coocov oo, 32
Cancellation of EXiSting SeCurities ... oot 33
Long Term Incentive Plan ..o, 33
SUCCESS BOMUSES ..vivniitiie oo 33
Indemnification; Directors & Officers InSUTance .....o.oovvoeooeeee e, 33
DISTRIBUTIONS UNDER THE PLAN .. ... 34
Distributions on Allowed Claims..........oooiviiiie e 34
Date of DiStribUtioNs .......ociiii e, 34
DIShUrsing AZENt ..ot e 34
Rights and Powers of Disbursing Agent ... 34
Fees and Expenses of Disbursing Agent..................ooooiiiioiooeeeee, 35
Delivery of DIStIIDUTIONS ..ot 35
Unclaimed DISTIDULONS ....ooiic e, 36
Distribution Record Date ...t e 36
Manner of Payment...............oooieeenins e e 36
Time Bar to Cash Payments by Check ... e 36
No Fractional DIstributions. ..o e 37
Fractional Cents ... e 37
Setoffs and ReCoupment ... 37
Allocation of Plan Distributions Between Principal and Interest ........................ 37
Distributions After Effective Date............ocooooiiiiiiieeeeeeeee 37
Interest on ClalmS ... 37
No Distribution in Excess of Allowed Amount of Claim...........ococoooooooooi . 38
Ordinary Course Post-Petition Liabilities . ...........cooooiovieeieeoe oo 38
Payment of Taxes on Distributions Received Pursuant to the Plan..................... 38
Estimation of CAIMS. ..o 38

-v11-

0287




TABLE OF CONTENTS

(continued)
Page
921 Claims RESEIVES oottt 39
SECTION X DISPUTED CLAIMS AND EQUITY INTERESTS UNDER THE
PLAN L e, 39
101 Objections.......ccovvvnnne, e e 39
102 Adjustment to Certain Claims Without a Filed Objection..............ococovvieee. 40
10.3 No Distributions Pending AOWAaNCe ... 40
10.4  Distributions After AIlowWance ..o, 40
10.5  Resolution of Administrative Expense Claims and Claims....ooveveesooeeeeeoeee 40
10.6  Disallowance of Certain Clalms ..o oo, 41
10.7  Indenture Trustee as Claim Holder ... 41
10.8  Offer of JUAEIMEnt . ... 41
10.9  Amendments 10 CIALILS ..ooviiiioe e 41
10.10 Claims Paid and Payable by Third Parties..................oooiiiiieiieee 41
SECTION XI EXECUTORY CONTRACTS AND UNEXPIRED LEASES UNDER
THE PLAN L et 42
11.1  Assumption or Rejection of Executory Contracts and Unexpired Leases........... 42
T1.2 0 INCIUSIVENESS oot 42
11.3  Provisions Related to Cure Payments and Rejection Damages .......................... 43
114 Indemnification OblIZATIONS .....co.oiiiiiiiiiic e, 44
115 Insurance POICIES ..o e 44
L1160 Beneftt PIAnS ..o e 44
1.7 Retiree Beneflis. ..ottt 45
1.8 Amended Collective Bargaining Agreements .....coooovioiie oo 45
SECTION XII  CONDITIONS PRECEDENT TO THE EFFECTIVE DATE ...cooooveeio, 45
12.1  Conditions Precedent to Effectiveness...............ooiiiicoe e, 45
12.2 Waiver of ConditionS .. ooooe oo e, 46
12.3  Satisfaction of Conditions..........oocoioi e 46
SECTION XIII  EFFECT OF CONFIRMATION ..o 46
131 Binding Effect.. e 46
13.2 Discharge of Claims and Termination of Old FairPoint Equity Interests............ 47
13.3  Discharge 0f Deblors ..ot 47

-vili-

0288




13.4

14.1
14.2
14.3
14.4

SECTION XV

l6.1
16.2
16.3
16.4
16.5
16.6
16.7
16.8
16.9
16.10
16.11
16.12
16.13
16.14
16.15

TABLE OF CONTENTS

(continued)

Page
Reservation of Causes of Action/Reservation of Rights...........ccocovve . 47

SECTION X1V EXCULPATION, RELEASE, INJUNCTION AND RELATED
PROVISIONS L e 47
EXCulpation ... 47
RELBASES. ..ot 48
Avoidance Actions/ObJeCtionS ......co.vivieoioe oo 48
[DJUNCHON OF SEAY ... 48
RETENTION OF JURISDICTION ....ooioiii oo 49
SECTION XVI  MISCELLANEOUS PROVISIONS ..o 50
Effectuating Documents and Further Transactions. ..o 50
Withholding and Reporting ReQUITements ..............cocoov oo ool 51
COTPOTAE ACTIOTL. ...ttt e o) 51
Modification of PIan ... e 51
Revocation or Withdrawal of the Plan ... 52
Plan Supplement ... 32
Payment of Statutory Fees ...........mii e 52
Exemption from Transfer TaxXes ..o 52
Expedited Tax Determination ... 53
Exhibits/Schedules ... 53
Substantial CoNSUMMAtION .........cvviieiis oo 53
Severability of Plan Provisions.............o.oooviees oo 53
GOVEINING LaW ...t 53
CONIIICIS e 53
Reservation of RIS . ..o e 54
INOTICES ..ttt 54

16.16

“ix-

0289




FIRST AMENDED JOINT PLAN OF REORGANIZATION OF FAIRPOINT
COMMUNICATIONS, INC. AND ITS SUBSIMARIES UNDER CHAPTER 11 OF THE
BANKRUPTCY CODE

FairPoint Communications, Inc. and its direct and indirect subsidiaries, as
debtors' and Debtors-in- -Possession, hereby respecifully propose the following First Amended
Joint Plan of Reorganization pursuant to the provisions of chapter 11 of the Bankr uptcy Code;

SECTION I
DEFINITIONS

As used in the Plan, the following terms shall have the respective meanings
specified below and be equally applicable to the singular and plural of terms defined:

1.1 “Ad Hoc Committee of Senior Noteholders” means the ad hoc committee
of the holders of the Senior Notes represented in the Chapter 11 Cases by Stroock & Stroock &
Lavan LLP.

1.2 “Adequate Protection Claims” means rights to adequate protection arising
under the DIP Order.

1.3 “Administrative Expense Claim” means any right to payment constituting
a cost or expense of administration of the Chapter 11 Cases Allowed under sections 330, 503(b),
507(a)(2) and 507(b) of the Bankruptcy Code (other than Adequate Protection Claims),
including, without limitation, (a) any actual and necessary costs and expenses of preserving
FairPoint’s Estates, (b) any actual and necessary costs and expenses of operating FairPoint’s
businesses, (¢) indebtedness or obligations incurred or assumed by the Debtors-in-Possession
during the Chapter 11 Cases, {d) Claims, pursuant to section 503(b}(9) of the Bankruptey Code,
for the value of goods received by FairPoint in the twenty (20) days immediately prior to the
Petition Date and sold to FairPoint in the ordinary course of FairPoint’s businesses, and (e) any
Professional Fees, whether Allowed before or after the Effective Date. Any fees or charges
assessed against the Estates of FairPoint under section 1930 of chapter 123 of'title 28 of the
United States Code are excluded from the definition of Administrative Expense Claim and shall
be paid in accordance with Section 16.7 of this Plan.

L4 “Affiliate” has the meaning set forth in section 101(2) of the Bankruptcy
Code.

1.5 “Allowed” means, with reference to any Claim against FairPoint
{including any Administrative Expense Claim), (a) any Claim that has been listed by FairPoint in
the Schedules (as such Schedules may be amended by FairPoint from time to time in accordance
with Bankruptcy Rule 1009) as liquidated in amount and not Disputed or contingent, and for
which no contrary proof of Claim has been filed, (b} any timely filed proof of Claim as to which

' All of the debtors are identified on Exhibit A of this Pian.
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no objection to the allowance thereof, or action to equitably subordinate or otherwise limit
recovery with respect thereto, has been interposed within the applicable period of limitation fixed
by the Plan, the Bankruptcy Code, the Bankruptcy Rules or a Final Order, or as to which an
objection has been interposed and such Claim has been allowed in whole or in part by a Final
Order, (¢) any Claim expressly allowed by a Final Order or under the Plan, or (d) any Claim that
is compromised, settled or otherwise resolved pursuant to a Final Order of the Bankruptcy Court
or the authority granted Reorganized FairPoint under Section 10.5 of this Plan; provided,
however, that Claims temporarity allowed solely for the purpose of voting to accept or reject the
Plan pursuant to an order of the Bankruptcy Court shall not be considered Allowed Claims.
Unless otherwise specified in the Plan or by order of the Bankruptcy Court, (i) an Allowed
Administrative Expense Claim or an Allowed Claim shall not, for any purpose under the Plan,
inctude interest on such Claim from and after the Petition Date, and (ii) an Allowed Claim shatl

not include any Claim subject to disallowance in accordance with section 502(d) of the
Bankruptcy Code.

1.6 “Amended Bylaws” means the ninth amended and restated bylaws of
Reorganized FairPoint Communications, which shall be substantially in the form contained in
the Plan Supplement.

1.7 “Amended Certificate of Incorporation” means the second amended apnd
restated certificate of incorporation of Reorganized FairPoint Communications, which shall

comply with section 1123(a)(6) of the Bankrptey Code and be substantially in the form
contained in the Plan Supplement.

1.8 “Avoidance Actions” means any and all avoidance and recovery actions
under sections 502(d), 510, 542, 543, 544, 545, 547, 548, 549, 550, 551 and 533 of the
Bankruptcy Code.

1.9 “Ballot” means the form or forms distributed to each holder of an
Impaired Claim that is entitled to vote to accept or reject the Plan on which is to be indicated an
acceptance or rejection of the Plan,

1.1¢0 “Bankrmptcy Code” means title 11 of the Umted States Code, as amended
from time to time, as applicable to the Chapter 11 Cases.

1.11  “Bankruptcy Court” means the United States Bankruptey Court for the
Southern District of New York having jurisdiction over the Chapter 11 Cases.

1.12  “Bankruptcy Rules” means the Federal Rules of Bankruptcy Procedure as
promulgated by the United States Supreme Court under section 2075 of title 28 of the United
States Code and the Local Bankruptey Rules, as amended from time to time.

1.13  “Bar Date™ means, except as otherwise provided in section 502(b)(9) of
the Bankruptcy Code, the date established by the Bankruptcy Court as the deadline for filing and
serving upon FairPoint proofs of Claims.

{.14  “Benefit Plans” means all employee benefit plans, policies and programs
sponsored by FairPoint, including, without limitation, all incentive and bonus arrangements,

PLN-2-
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medical and health insurance, life insurance, denta} insurance, disability benefits and coverage,

feave of absence, savings plans, retirement pension plans and retiree benefits (as such term is
defined in section 1114 of the Bankruptcy Code).

.15 “Business Day” means any day other than a Saturday, Sunday, or a “legai
holiday” set forth in Bankruptcy Rule 2006(a).

[.16  “Cash” means legal tender of the United States of America.

1.17  *“Cash Equivalent” means:

(a) U.S. dollars and foreign currency received or exchanged into U.S.
dollars within one hundred eighty (180) days;

(b) securities issued or directly and fully guaranteed or insured by the
United States government or any agency or instrumentality thereof (provided that the full faith
and credit of the United States is pledged in support thereof);

{c) certificates of deposit and eurodoilar time deposits;

(d) repurchase obligations for underlying securities of the types
described in clauses (b) and (c) above entered into with any financial institution;

(e) commercial paper issued by a corporation rated at least "A-2" or
higher from Moody’s Investors Service, Inc. or Standard & Poor’s Rating Services;

H securities issued and fully guaranteed by any state, commonwealth
or territory of the United States of America, or by any political subdivision or taxing authority
thereof, rated at least "A" by Moody’s Investors Service, Inc. or Standard & Poor’s Rating
Services;

(2) money market funds at least ninety-five percent (95%) of the assets
of which constitute Cash Equivalents of the kinds described in clauses (a) through (f) of this
definition; or

(h) or Section 345 Securities.

1.18  “Cash Payment” has the meaning given such term in Section
5.4.2(c) hereof.

L.19 “Causes of Action” means any and all actions, causes of action, suits,
controversies, rights, litigation, arbitration, proceeding, hearing, inquiry, audit, examination,
investigation, complaint or charge, whether known or unknown, reduced to judgment or not
reduced to judgment, liquidated or unliquidated, contingent or non-contingent, matured or
unmatured, disputed or undisputed, secured or unsecured, assertable directly or derivatively,
existing or hereafter arising, in law, equity or otherwise, based in whole or in part upon any act
or omission or other event occurring prior to the Petition Date or during the course of the

PLN-3-
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Chapter 11 Cases of FairPoint (inciuding to the Effective Date), including, without limitation, the
Avoidance Actions.

120 “Chapter 11 Cases™ means the cases commenced under Chapter 11 of the
Bankruptey Code by FairPoint before the Bankruptey Court, as referenced by lead Case No. 09-
16335 (BRL). Exhibit A sets forth a table of all of the FairPoint entities’ names and case
numbers.

121 “Claim™ means a claim, as defined in section 101(5) of the Bankruptcy
Code.

1.22° “Class” means a category of Claims or Equity Interests set forth in Section
IV of this Plan,

123 “Collateral” means any property or interest in property of the Estates of
FairPoint subject to a Lien, charge or other encumbrance to secure the payment or performance
of a Claim, which Lien, charge or other encumbrance is not subject to avaldance or otherwise
invalid under the Bankruptcy Code or applicable state taw.

1.24 “Confirmation Date” means the date on which the clerk of the Bankruptcy
Court enters the Confirmation Order on the docket with respect to the Chapter 11 Cases.

125 “Confirmation Hearing” means the hearing conducted by the Bankruptcy
Cowrt pursuant to section 1128(a) of the Bankruptcy Code to consider confirmation of the Plan
with respect to the Chapter 11 Cases, as such hearing may be adjourned or continued from time
to time.

1.26  “Confirmation Order” means the order of the Bankruptcy Court
confirming the Plan.

.27 “Consenting Lenders” means, collectively, the Prepetition Credit
Agreement Lenders that are party to the Plan Support Agreement.

128 “Contingent Claim™ means any Claim, the liability for which attaches or is
dependent upon the occurrence or happening of, or is triggered by, an event, which event has not
yet occurred, happened or been triggered as of the date on which such Claim is sought to be
estimated or an objection 1o such Claim is filed, whether or not such event is within the actual or
presumed contemplation of the holder of such Claim and whether or not a relationship between
the holder of such Claim and FairPoint now or hereafter exists or previously existed.

1.29  “Convenience Claim” means any (a) FairPoint Communications
Unsecured Claim in an amount equal to ten thousand dotlars ($10,000.00) or less, and/or
(b} Disputed FairPoint Communications Unsecured Claim that becomes an Allowed Unsecured
Claim of ten thousand dollars ($10,000.00) or [ess with the consent of and in the amount agreed
to by FairPoint.

1.30  “Creditors’ Committee” means the official committee of unsecured
creditors appointed in the Chapter 11 Cases pursuant to section 1102(a) of the Bankruptcy Code.

PLN-4-
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131 “Cure” means the Distribution of Cash, or such other property as may be
agreed upon by the parties and/or ordered by the Bankruptcy Court, with respect to the
assumption of an executory contract or unexpired lease, pursuant to section 365(h) of the
Bankrupicy Code, in an amount equal to ali accrued, due and unpaid monetary obligations,
without interest, or such other amount as may be agreed upon by the parties or ordered by the
Bankruptcy Court, under such executory contract or unexpired lease.

132 “Debtors-in-Possession” means FairPoint in its capacity as debtors-in-
possession in the Chapter 11 Cases under sections 1107(a) and 1108 of the Banlauptcy Code.

1.33 “DIP Agent” means Bank of America, N.A., in its capacity as
administrative agent under the DIP Facility, including any successor thereto appointed pursuant
to Section 10.10 of the DIP Facility.

1.34  “DIP Facility” means that certain Debtoz-in-Possession Credit Agreement,
dated as of October 27, 2009 (as modified, amended, restated and/or supplemented from time to
time prior to the date hereof), among FairPoint Communications and FairPoint Logistics, Inc., as
borrowers, the DIP Lenders, and the DIP Agent, which provides for a revolving facility in an
aggregate principal amount of up to seventy-five million dollars (§75,000,000.00), of which up
to thirty million-dotlars ($30,000,000.00) is available for the issuance of letters of credit to third
parties for the account of FairPoint.

1.35  “DIP Lenders” means the financial institutions party to the DIP Facility, as
lenders.

1.36  “DIP Order” means the order entered on [+], 2010, authorizing and
approving the DIP Facility.

1.37  “Disallowed” means, with reference to any Claim, (a) a Claim, or any
portion thereof, that has been disallowed by a Final Order, (b) a Claim, or any portion thereof,
that 1s expressly disallowed under the Plan, or (¢) unless scheduled by a Debtor-in-Possession as
a fixed, liquidated, non-contingent and undisputed Claim, a Claim as to which a proof of Claim
bar date has been established by the Banlkruptcy Code, Bankruptcy Rules or Final Order but no
proof of Claim has been timely filed or deemed timely filed with the Bankruptcy Court pursuant
to either the Bankruptcy Code or any Final Order.

1.38  “Disbursing Agent” means (a) Reorganized FairPoint Communications,
pursuant to Section 9.3 hereof, (b) the Prepetition Credit Agreement Agent, pursuant to Section
9.6.2(a) hereof, or (c) the Indenture Trustee, pursuant to Section 9.6.3 hereof.

1.39  “Disclosure Statement™ means that certain amended disclosure statement
relating to the Plan, mncluding, without limitation, ali exhibits and Schedules thereto, as the same
may be further amended, supplemented or otherwise modified from time to time, as approved by
the Bankruptcy Court pursuant to section 1125 of the Bankruptcy Code.

1.40  “Disclosure Statement Approval Date” means the date on which the clerk
of the Bankruptcy Court enters the Disclosure Statement Approval Order on the docket of the

PLN-5-
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Bankruptey Court with respect to the Chapter 11 Cases approving the adequacy of the Disclosure
Statement under section 1125 of the Bankruptcy Code.

.21 “Disclosure Statement Approval Order” means the Order approving,
among other things, the adequacy of the Disclosure Statement pursuant to section 1125 of the
Bankruptcy Code, entered by the Bankruptcy Court on [*].

1.42  “Disputed” means, with reference to any Claim, a Claim, or any portion
thereof, that is neither an Allowed Claim nor a Disallowed Claim.

1.43 “Distribution” means the distribution to be made in accordance with the
Plan of, as the case may be: (a) Cash, (b) New Common Stock, (c) interests in the New Term

Loan, (d) New Warrants and/or (e) any other distributions to holders of Claims under the terms
and provisions of the Plan.

144 “Distribution Date” means the earliest of the following dates that occurs
after any Claim is Allowed: (a) the Effective Date, or as soon thereafter as is reasonably
practicable, (b) a Subsequent Distribution Date, or (¢) a Final Distribution Date.

145 “Distribution Record Date” means the date that is twenty (20) days before
the first day of the Confirmation Hearing, as originalty scheduled by the Bankruptey Court in the
Disclosure Statement Approval Order.

l.46  “DTC” means The Depository Trust Company.

1.47  “Effective Date” means a Business Day selected by FairPoint, on or afier
the Confirmation Date, on which the conditions precedent to the effectiveness of the Plan

specified in Section 12.1 of this Plan shall have been satisfied or waived as provided in Section
12.2 of this Plan.

1.48  “Equily Interest” means, as of the Petition Date, any capital stock or other
ownership interest in FairPoint, whether or not transferable, and any option, call, warrant or right
to purchase, sell or subscribe for an ownership interest or other equity security in F airPoint,

including, but not limited to, (a) the Old FairPoint Equity Interests and (b) the Subsidiary Equity
Interests.

1.49  “Estate” means the estate of any entity included within the definition of
“FairPoimnt” in the Chapter 11 Cases that was created pursuant to section 541 of the Bankrupicy
Code upon the commencement of the Chapter 11 Cases.

.50 “Executive Agreements” means, collectively, the employment agreements
between FairPoint Communications and David L. Hauser, Peter G. Nixen, Alfred C.
Giammarino, Shirley J. Linn, Jeffrey Allen and Susan L. Sowell, respectively, as in effect on
October 25, 2009.

.51 “FairPoint” means, collectively, FairPoint Communications, Inc., BE
Mobile Communications, Incorporated, Bentleyville Communications Corporation, Berkshire
Cable Corp., Berkshire Cellular, Inc., Berkshire Net, Inc., Berkshire New York Access, Inc.,
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Berkshire Telephone Corporation, Big Sandy Telecom, Inc., Bluestem Telephone Company, C &
E Commusications, Ltd., Chautauqua & Erne Communications, Inc., Chautauqua and Erie
Telephone Corporation, China Telephone Company, Chouteau Telephone Company, Columbine
Telecom Company, Comerco, Inc., Commtel Comnmnications Inc., Community Service
Telephone Co., C-R Communications, Inc., C-R Long Distance, Inc., C-R Telephone Company,
El Paso Long Distance Company, Ellensburg Telephone Company, EllTel Long Distance Corp.,
Enhanced Communications of Northern New England Inc., ExOp of Missouri, Inc., FairPoint
Broadband, Inc., FairPoint Carrier Services, Inc., FairPoint Communications Missouri, Inc.,
FairPoint Communications Solutions Corp. -- New Yorlk, FairPoint Communications Solutions
Corp. - Virginia, FairPoint Logistics, Inc., FairPoint Vermont, Inc., Fremont Broadband, LLC,
Fremont Telcom Co., Fretel Communications, LLC, Germantown Long Distance Company,
GIT-CELL, Inc., GITCO Sales, Inc., GTC Communications, Inc., GTC Finance Corporation,
GTC, Inc., Maine Telephone Company, Marianna and Scenery Hill Telephone Company,
Marianna Tel, Inc., MJD Services Corp., MID Ventures, Inc., Northern New England Telephone
Operations LLC, Northland Telephone Company of Maine, Inc., Odin Telephone Exchange,
Inc., Orwell Communications, Inc., Peoples Mutual Long Distance Company, Peoples Mutual
Services Company, Peoples Mutal Telephone Company, Quality One Technologies, Inc.,
Ravenswood Communications, Inc., Sidney Telephone Company, ST Computer Resources, Inc.,
S T Enterprises, Lid., ST Long Distance, Inc., St. Joe Communications, Inc., Standish Telephone
Company, Sunflower Telephone Company, Inc., Taconic Technology Corp., Taconic TelCom
Corp., Taconic Telephone Corp., Telephone Operating Company of Vermont LLC, Telephone
Service Company, The Columbus Grove Telephone Company, The El Paso Telephone
Company, The Germantown Independent Telephone Company, The Orwell Teiephone
Company, Ul Communications, Inc., Ul Long Distance, Inc., Ul Telecom, Inc., Unite

Communications Systems, Inc., Utilities, Inc., Yates City Telephone Company, and YCOM
Networks, Inc.

1.52  “FairPoint Communications” means FairPoint Communications, Inc.

1.53  “FairPoint Communications Unsecured Claims™ means any Unsecured
Claims against FairPoint Communications, including, but not limited to, Senior Notes Claims.

1.54  “Final Distribution Date” means a date after {a) the deadline for FairPoint
or Reorganized FairPoint to interpose objections to Claims has passed, (b) all such objections
have been resolved by signed agreement with FairPoint or Reorganized FairPoint and/or a Final
Order, as may be applicable, and (c) all Claims that are Contingent Claims or Unliquidated
Claims have been estimated but, in any event, the Final Distribution Date shall be no later than
thirty (30) days after such estimation has concluded, or such later date as the Bankruptcy Court
may establish, upon request by Reorganized FairPoint, for cause shown.

1.55  “Final Order” means an order or judgment of the Bankruptcy Court that
has been entered on the docket maintained by the clerk of such court and has not been reversed,
vacated or stayed and as to which (a) the time to appeal, petition for cerfiorari or move for a new
trial, reargument or rehearing has expired and no appeal, petition for certiorari or other
proceedings for a new trial, reargument or rehearing shall then be pending or, (b) if an appeal,
writ of certiorari, new trial, reargument or rehearing thereof has been sought, (i) such order or
judgment shall have been affitrned by the highest court to which such order was appealed,
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certiorari shall have been denied or a new trial, reargument or rehearing shall have been denied
or resulted in no modification of such order and (ii) the time to take any further appeal, petition
for certiorari, or move for a new trial, reargument or rehearing shall have expired; provided,
however, that the possibility that a motion under section 502(j) of the Bankruptcy Code, Rule 59
or Rule 60 of the Federal Rules of Civil Procedure, or any analogous rule under the Bankruptcy

Rules or the Local Bankruptcy Rules, may be (but has not been) filed relating to such order shall
not prevent such order from being a Fial Order.

1.56 “Holders of Registrable Securities” has the meaning given such term in
Section 6.3.2 hereof.

1.57 “Impaired” means “impaired” within the meaning of section 1124 of the
Bankruptey Code.

1.58  “Indemnified Persons™ has the meaning given such term in Section 8.16

hereof.

1.59  “Indenture Dated March 31, 2008 means that certain Indenture, dated as
of March 31, 2008, as amended, between Northern New England Spinco Inc. (a subsidiary of
Verizon Commiunications Ine.) and U.S. Bank National Association, as trustee.

1.60  “Indenture Dated July 29. 2009” means that certain Indenture, dated as of
July 29, 2009, between FairPoint Communications and U.S. Bank National Association, as
trustee.

1.61  “Indenture Trustee” means the applicable indenture trustee for the Senior

Notes.

1.62 “Indentures” means, collectively, the Indenture Dated Masch 31, 2008,
and the Indenture Dated July 29, 2009.

1.63 “Independent Director” means a director who satisfies the independence
requirements under Rule 303A.02 of the Listed Company Manual of the New York Stock
Exchange, Inc.

1.64  “Initial Objection™ has the meaning given such term in Section 10.1

hereof.

1.65 “Insurance Policy” means any policy of insurance under which FairPoint
could have asserted or did assert, or may in the future assert, a right to coverage for any Claim,
together with any other contracts which pertain or relate to such policy (including, by way of
example and not limitation, any insurance settlement agreements or coverage-in-place
agreements).

1.66  “Insured Claim” means that portion of any Claim arising from an incident
or occurrence that occuwrred prior to the Effective Date: (a) as to which any Insurer is obligated
pursuant to the terms, conditions, limitations, and exclusions of its Insurance Policy, to pay any
cost, expense, judgment, settlement, or contractual obligation with respect to FairPoint, or
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(b) that any Insurer otherwise agrees to pay as part of a settlement or compromise of a claim
made under the applicable Insurance Policy.

1.67  “Insurer” means any Person that issued an Insurance Policy.
1.68  “Intercompany Claims” means any Claim against any entity included

within the definition of “FairPoint™ held by any other entity included within the definition of
“FairPoint™,

1.69  “Labor MOU” means that certain 2010 Memorandum of Understanding,
dated February 1, 2010, by and between Northern New England Telephone Operations LLC and
Telephone Operating Company of Vermont LLC, the two companies doing business as FairPoint
Communications, and International Brotherhood of Electrical Workers, AFL-CIO Locals 2320,

2326, and 2327 and Communications Workers of America, AFL-CIO, attached hereto as Exhibit
B.

1.70 “Legacy Subsidiary” means any direct or indirect subsidiary of FairPoint
Communicaticns that 1s not an NNE Subsidiary.

1.71  “Legacy Subsidiary Unsecured Claim™ means any Unsecured Claim
against any Legacy Subsidiary.

1.72 *Lender Steering Committee” means collectively, Bank of America, N.A.,
Angelo Gordon & Co., Paulson & Co., Inc., Lehman Brothers Holdings, Inc., CoBank, ACB and
Wachovia Bank, N.A.

173 “Liabilities” mean any and all costs, expenses, damages, losses, penalties,
fines, judgments, claims, obligations, demands, injuries, settlements, awards, fines, taxes, fees,
indebtedness or other liabilities of any nature, whether known or unknown, foreseen or
unforeseen, existing or hereinafter arising, liquidated or unliquidated, matured or not matured,
contingent or direct, whether arising at common law, in equity, or under any statute, based in

whole or in part on any act or omission or other occurrence arising or taking place prior to the
Effective Date.

1.74  “Lien” has the meaning given such term in section 101(37) of the
Bankruptcy Code.

175 “Local Bankruptey Rules” means the local bankruptcy rules for the
Southern District of New York, as amended from timme to time.

176 “Long Term Incentive Plan” means that certain management incentive
plan for senior management and selected employees of FairPoint, providing incentive
compensation in the form of stock options and restricted stock awards for the number of shares
of New Common Stock set forth in Section 6.1.1(b). The Plan Supplement shall contain the
terms of the Long Term Incentive Plan.

1.77  “Morgan Stanley Swap Agreement” means that certain ISDA Master
Agreement, dated as of February 1, 2005, between FairPoint Communications and Morgan
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Stanley Capital Services Inc., including any confirmations issued thereunder and any and all
supplements thereto.

1.78  “MPUC” means the Maine Public Utilities Commission.

179 “MPUC Regulatory Setilement” means the settlements and compromises
by and among FairPoint, the Representative of the MPUC and the Maine Office of the Public
Advocate as set forth on the regulatory settlement attached hereto as Exhibit D.

1.80  “New Board” means the board of directors of Reorganized FairPoint
Communications. Subject to Section 8.6.2, the prOposed members of the New Board shall be
identified in the Plan Supplement.

181 “New Common Stock” means the shares of common stock of Reorganized
FairPoint Communications authorized to be issued pursuant to Section 6.1.1 of this Plan.

1.82 “New Organizational Documents™ means the Amended Bylaws and
Amended Certificate of Incorporation, collectively.

.83 “New Revolver” means that certain post-consummation revolving credit
exit facility, which shall assume all borrowings and extensions of credit under the DIP F acility
on the Effective Date. The terms of the New Revolver shall be contained in the Plan
Supplement.

1.84  “New Term [oan” means that certain post-consummation one billion
dollar ($1,000,000,000.00) senior secured term loan agreement to be entered into on the
Effective Date, which shall be guaranteed by those subsidiaries of FairPoint Communications
that have guaranteed repayment of the DIP Facility. The New Term Loan shall be part of the
Distribution under the Plan to the holders of Allowed Prepetition Credit Agreement Claims. The
terms of the New Term Loan shall be contained in the Plan Supplement.

1.85  “New Warrants” means those certain warrants to purchase up to seven
million one hundred sixty four thousand eight hundred four (7,164,804) shares of the New
Common Stock issued pursuant to Section 6.2 of this Plan, which warrants shall have the
material terms set forth on Exhibit C hereto and be in substantially the form set forth in the Plan
Supplement.

1.86  “NHPUC” means New Hampshire Public Utilities Commission.

1.87  “NHPUC Regulatory Settlement” means the settlements and compromises
by and between FairPoint and staff advocates of the NHPUC (i) with respect to, among other
things, service quality requirements, broadband commitments, expenditure commitments,
financial commitments and management commitments and (ii) as set forth in further detail on the
regulatory settlement attached hereto as Exhibit E.

1.88  “NNE Subsidiary” means, individually each of and collectively all of,
FairPoint Logistics, Inc., Northern New England Telephone Operations LLC, Tetephone
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Operating Company of Vermont LLC, and Enhanced Communications of Northern New
England Inc.

1.89  “NNE Subsidiary Unsecured Claim” means any Unsecured Claim against
the NNE Subsidiaries.

1.90  “Objection Deadline” has the meaning given such term in Section 10.1

hereof.

1.91  “Old FairPoint Equity Interests” means any instrument evidencing an
ownership interest in FairPoint Communications, whether or not transferable, and all options,
warrants or rights, contractual or otherwise, to acquire any such interests.

1.92  “Other Priority Claim” means a Claim entitled to priority in payment as
specified in section 507(a)(4), (5), (6) or (7) of the Bankruptcy Code.

1.93  “Other Secured Claim” means any Secured Claim other than a Prepetition
Credit Agreement Claim.

1.94  “Person” means any individual, partnership, corporation, limited liability
company, cooperative, trust, unincorporated organization, association, joint venture, or any
governmenl or agency or political subdivision thereof, or any other form of legal entity.

1.95  “Petition Date™ means October 26, 2009, the date on which FairPoint
commenced its Chapter 11 Cases.

[.96  “Plan” means this first amended joint plan of reorganization, including,
without limitation, the Plan Supplement and the exhibits and schedules hereto and thereto, as the
same may be further amended or modified from time to time in accordance with the provisions
of the Bankruptcy Code and the terms hereof.

1.97  “Plan Supplement” means the supplement or supplements to the Plan
containing certain documents relevant to the implementation of the Plan specified in Section 16.6
of this Plan.

1.98  “Plan Support Agreement” means that certain Plan Support Agreement,
dated as of October 25, 2009, among FairPoint and the Consenting Lenders, as the same may be
amended, modified or supplemented from time to time.

1.99  “Prepetition Credit Agreement” means that certain Credit Agreement,
dated as of March 31, 2008, and amended as of January 21, 2009, among FairPoint
Communications and Northern New England Spinco Inc., as borrowers, the Lender Steering
Committee and the other lenders party thereto, the Prepetition Credit Agreement Agent, and
certain other parties thereto, and all amendments, supplements, ancillary agreements (including,
but not lunited to, any and all notes, letters of credit, pledges, collateral agreements, intercreditor
agreements, Swap Agreements and hedging agreements), side letters, financing statements, and
other documents related thereto.
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1.100 “Prepetition Credit Agreement Agent” means Bank of America, N.A_, as
administrative agent and collateral agent (replacing Lehman Commercial Paper Inc. in both roles
pursuant to the January 21, 2009 amendment to the Prepetition Credit Agreement) under the
Prepetition Credit Agreement, and any successor administrative agent or collateral agent
thereunder.

1.101 “Prepetition Credit Agreement Claim” means any Claim held by the
Prepetition Credit Agreement Lenders and/or the Prepetition Credit Agreement Agent, and all
other Claims against FairPoint arising under the Prepetition Credit Agreement in an amount
equal to principal, plus interest (accrued through the Effective Date), and all other amounts due
thereunder. Prepetition Credit Agreement Claims are Allowed Claims pursuant to the Plan, and

shall be satisfied pursuant to the Plan without offset, defense, counterclaim, reduction or credit of
any kind whatsoever.

1.102 “Prepetition Credit Agreement Lender” means each Person that is party to

the Prepetition Credit Agreement, other than each applicable entity included in the definition of
“FairPoint™.

[.103 “Priority Tax Claim™ means any Claim of a governmental unit of the kind

entitled to priority in payment as specified in sections 502(i) and 507(a)(8) of the Bankruptcy
Code.

1.104 “Professional Fees” means any Claim of a professional retained in the
Chapter 11 Cases, pursuant to sections 327, 328 and 1103 of the Bankruptcy Code or otherwise,
for compensation or reimbursement of costs and expenses relating to services incurred prior to
and including the Effective Date, when and to the extent any such Claim is Allowed by the
Bankruptcy Court pursuant to sections 330, 331, 503(b) or 1103 of the Bankruptcy Code.

1.105 “Ratable Proportion” means, with reference to any Distribution on account
of any Allowed Claim in any Class, the ratio (expressed as a percentage) that the amount of such
Allowed Claim bears to the aggregate amount of Allowed Claims of the same Class, plus all
Disputed Claims in such Class.

[.106 “Registration Rights Agreement” has the meaning given such term in
Section 6.3.2 hercof.

1.107 “Regulatory Settlements” means, collectively, the MPUC Regulatory
Settlement, NHPUC Regulatory Settlement and the VDPS Regulatory Settlement.

1.108 “Reinstated” or “Reinstatement” means (a) leaving unaltered the legal,
equitable and contractual rights to which a Claim or Subsidiary Equity Interest entitles the holder
of such Ciaim or Subsidiary Equity Interest, or (b) notwithstanding any contractual provision or
applicable law that entitles the holder of such Claim or Subsidiary Equity Interest to demand or
receive accelerated payment of such Claim or Subsidiary Equity Interest after the occurrence of a
default, (i) curing any such default that occurred before or after the Petition Date, other than a
default of a kind specified in section 365(b)(2) of the Bankruptey Code; (i1) reinstating the
maturity of such Claim or Subsidiary Equity Interest as such maturity existed before such
default; (iii) compensating the holder of sach Claim or Subsidiary Equity Interest for any
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damages incurred as a result of any reasonable reliance by such holder on such contractual
provision or applicable law; (iv) if such Claim or such Subsidiary Equity Interest arises from any
failure to perform a nonmonetary obligation, other than a default arising from failure to operate a
nonresidential real property lease subject to section 365(b)(1)(A) of the Bankruptcy Code,
compensating the holder of such Claim or such Subsidiary Equity Interest (other than FairPoint
or a current or former insider of FairPoint) for any actual pecuniary loss incurred by such holder
as a result of such failure; and (v) not otherwise altering the legal, equitable, or contractual rights
to which such Claim or Subsidiary Equity Interest entitles the holder of such Claim or Subsidiary
Equity Interest.

1.109 “Released Parties” means {a) the current or former directors, officers,
employees, Affiliates, agents, accountants, financial advisors, investment bankers, restructuring
advisors, attorneys and representatives, and other professionals of or to FairPoint and the
Debtors-in-Possession who served or were employed in such capacities after the Petition Date,
and each of their respective agents and representatives, (b) the Prepetition Credit Agreement
Agent, (c) Prepetition Credit Agreement Lenders, (d) the Consenting Lenders, () the Lender
Steering Committee, (f) the DIP Agent, (g) the DIP Lenders, (h) Bank of America, in its capacity
as Disbursing Agent, (1) the members of the Ad Hoc Committee of Senier Noteholders, and
(J) for each of (b) through (1), their respective officers, directors, employees, Affiliates, agents,
pariners, members, representatives, employees, financial advisors, investment bankers,
restructuring advisors, attorneys and other professionals; provided, however, if no Distributions
are made on accouni of Class 7 FairPoint Communications Unsecured Claims in accordance with
Section 5.7.2(b) of the Plan, then clause 1.109(i) shall be deemed to be deleted from this
definition and the members of the Ad Hoc Committee of Senior Noteholders (and their
respective officers, directors, employees, Affiliates, agents, partners, members, representatives,
employees, financial advisors, investment bankers, restructuring advisors, attorneys and other
professionals) shall not be included within this definition of Released Parties.

1.110 “Reorganized FairPoint” means FairPoint on and after the Effective Date.

1.111 “Reorganized FairPoint Communications” means FairPoint
Communications on and after the Effective Date.

1.112 “Reserve’ has the meaning given such term in Section 9.21.

1.113 *Schedules” means, coliectively, the schedules of assets and abilities,
schedules of executory contracts and unexpired leases and statements of financia! affairs filed by
FairPoint under section 521 of the Bankruptcy Code, Bankruptey Rule 1007 and the official
bankruptey forms in the Chapter 11 Cases, as the same may have been amended or supplemented
through the Confirmation Date pursuant to Bankruptey Rules 1007 and 1009, For the avoidance
of doubt, Schedules do not include any schedules or exhibits to this Plan or the Plan Supplement.

1.114 “Section 345 Securities” means securities or instruments of any type
permitted under Section 345 of the Bankruptcy Cade.

1.115 “Secured Claim” means any Claim (a) reflected in the Schedules or upon a
proof of Claim as a Secured Claim, which is secured by a Lien on Collateral, as determined in
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accordance with section 506(a) of the Bankruptcy Code, (b) a Prepetition Credit Agreement

Claim, or {c) that is subject to a valid right of setoff pursuant to section 553 of the Bankruptcy
Code.

1.116 “Secured Tax Claim™ means any Secured Claim that, absent its secured
status, would be entitled to priority in right of payment under sections 502(i) and 507(a)(R) of the
Bankruptcy Cede (determined irrespective of any time limitations therein and including any
related Secured Claim for penalties).

1.117 “Securities Act” means the Securities Act of 1933, as amended, and the
rales and regulations promulgated thereunder.

1.118 “Security” has the meaning given such term in section 101(49) of the
Bankruptcy Code.

1.119 “Sentor Notes” means, collectively, the 13 1/8 % Senior Notes due
April 1, 2018 issued by FairPoint Communication under the Indenture Dated March 31, 2008,
and the 13 1/8 % Senior Notes due April 2, 2018 issued by FairPoint Communications under the
Indenture Dated July 29, 2009.

1.120 “Senior Notes Claims™ means Claims arising under the Indentures. Senior
Notes Claims are Allowed Claims under the Plan, and shall be satisfied pursuant to the Plan
without offset, defense, counterclaim, reduction or credit of any kind whatsoever.

1.121 “Subordinated Securities Claim™ means any Claim against FairPoint
arising from rescission of a purchase or saie of a Security of FairPoint or an Affiliate of
FairPoint, for damages arising from the purchase or sale of such security, or for reimbursement
or contribution allowed under section 502 of the Bankruptcy Code on account of such a Claim.

1.122 “Subsequent Distribution Date” means the twentieth day after the end of
each calendar quarter after the occurrence of the Effective Date.

1.123 “Subsidiary Equity Inferests” means any instrument evidencing an
ownership interest in FairPoint (other than FairPoint Communications), whether or not
transferable, and all options, warrants or rights, contractual or otherwise, to acquire any such
interests, all as of the Effective Date. Each Subsidiary Equity Interest shali be deemed Allowed
under the Plan.

1.124 *‘Success Bonuses™ means cash bonuses payable as incentive
compensation upon the Effective Date, determined in accordance with certain performance
measures and subject to upward or downward adjustments to reflect when the Effective Date is
achieved. The Plan Supplement shall contain additional information about the Success Bonuses.

1.125 “Swap Agreements” means the Morgan Stanley Swap Agreement and the
Wachovia Swap Agreement.

1.126 “Tax Clain™ means any Claim that is a Secured Tax Claim or a Priority
Tax Claim.
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1.127 “L.S. Trustee” means the United States Trustee appointed under section
591, utle 28, United States Code to serve in the Southern District of New York.

1128 “Unclassified Claim” means any Claim that is an Administrative Expense
Claim or a Priority Tax Claim.

1.129 “Unimpaired” means, with respect to a Claim or Equity Interest, that such
Claim or Equity Interest is not lmpaired as a result of being either (a) Reinstated or (b) paid in
full in Cash under this Plan,

1.130 “Unliquidated Claun” means any Claim, the amount of Liability for which
has not been tixed, whether pursuant to agreement, applicable law or otherwise, as of the date on
which such Claim is asserted or sought o be estimated.

1.131 *Unsecured Claim” means any Claim against FairPoint other than an
Administrative Expense Claim, Priority Tax Claim, Other Priority Claim, Secured Tax Claim,

Other Secured Claim, Prepetition Credit Agreement Claim, Subordinated Securities Claim or
Intercompany Claim.

1.132 “VDPS” means the Vermont Department of Public Service.

1133 “VDPS Regulatory Settlement” means the settlements and compromises
by and between FairPoint and VDPS (i) with respect to, among other things, service quality
requirements, broadband commitments, capital investment commitments, financial commitments
and management commitments and (ii) as set forth in further detail on the regulatory settlement
attached hereto as Exhibit F.

1.134 *Voting Agent” means BMC Group, Inc.

1.135 “Wachovia Swap Agreement™ means that certain ISDA Master
Agreement, dated as of December 12, 2000, as amended and restated as of February 1, 2008,
between FairPoint Communications and Wachovia Bank, N.A ., including any confirmations
issued thereunder and any and all supplements thereto.

SECTION II
INTERPRETATION OF PLAN

2.1 Application of Definitions: Rules of Construction; Computation of Time.
Wherever from the context it appears appropriate, each term stated in either the singular or the
plural shall include both the singuiar and the plural, and pronouns stated in the masculine,
ferinine or neuter gender shall include the masculine, feminine and neuter gender. For purposes
of the Plan, (a) any reference in the Plan to a contract, instrument, release, indenture, or other
agreement or document being in a particular form or on particular terms and conditions means
that such document shall be substantially in such form or substantially on such terms and
conditions, (b) any reference in the Plan to an existing document or exhibit filed or to be filed
means such document or exhibit as it may have been or may be amended, modified, or
supplemented and (c) unless otherwise specified, ali references in the Plan to Sections, Articles,
Schedules, and Exhibits are references to Sections, Articles, Schedules and Exhibits of or to the
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Plan. The words “herein”, “hereof”, “hereto”, “hereunder” and other words of similar meaning
refer to the Plan as a whole and not to any particular section, subsection or clause contained in
the Plan. A capitalized term used herein that is not defined herein shall have the meaning
assigned to that term in the Bankruptey Code or in the Exhibits hereto. The rules of construction
contained in section 102 of the Bankruptcy Code shatl apply to the construction of the Plan. The
headings in the Plan are for convenience of reference only and shall not limit or otherwise affect
the provisions of the Plan. Unless otherwise indicated herein, ali references to dollars means
United States dollars. In computing any period of time prescribed or allowed by the Plan, unless
otherwise expressly provided, the provisions of Bankruptey Rule 9006(a) shatl apply.

2.2 Rehef Sought by Filing the Plan. The filing of the Plan constitutes, among

other things, a motion by FairPoint pursuant to Bankruptcy Rules 9019 to approve the settlement
and comprise set forth in Section 8.1 of the Plan.

SECTION III
PAYMENT OF ADMINISTRATIVE EXPENSE CLAIMS,
PRIORITY TAX CLAIMS AND OTHER UNCLASSIFIED CLAIMS

3.1 Administrative Expense Claims.

Except to the extent that any Person entitled to payment of any Allowed
Administrative Expense Claim agrees to a less favorable treatment, each holder of an Allowed
Administrative Expense Claim shall receive Cash in an amount equal to such Allowed
Administrative Expense Claim on the later of the Effective Date and the date such
Administrative Expense Claim becomes an Allowed Administrative Expense Claim, or as soon
thereafter as is reasonably practicable; provided, however, that Allowed Administrative Expense
Claims representing Liabilities incurred in the ordinary course of business by the Debtors-in-
Possession shall be paid i full and performed by the Debtors-in-Possession or Reorganized
FairPoint, as the case may be, in the ordinary course of business in accordance with the terms
and subject to the conditions of any agreements governing, instruments evidencing or other
documents relating to such transactions; provided, further, that, except as provided in Section 3.4
of this Plan, if any Administrative Expense Claim, including an ordinary course expense, is not
billed or a request for payment is not made within sixty (60) days after the Effective Date, claims
for payment of such Administrative Expense Claims shall be barred.

3.2 Adeqguate Protection Claims.

The Adequate Protection Claims of the holders of Prepetition Credit Agreement

Claims shall be deemed satisfied in full by payments (if any) due and made pursuant to the DIP
Order.

33 Priority Tax Claims.

Unless otherwise agreed to by the hoider of an Allowed Priority Tax Claim and
FairPoint or Reorganized FairPoint, as applicable, each holder of an Allowed Priority Tax Claim
shall receive at the option of FairPoint or Reorganized FairPoint, as applicable, (a) on the
Effective Date, or as soon thereafter as is reasonably practicable, Cash in an amount equal to
such Allowed Priority Tax Claim, or (b} commencing on the Effective Date, or as soon thereafter
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as 1s reasonably practicable, and continuing over a period not exceeding five (5) years from and
after the Petition Date, equal semi-annual Cash payments in an aggregate amount egual to such
Allowed Priority Tax Claim, together with interest for the period after the Effective Date at the
rate determined under applicable non-bankruptey law as of the calendar menth in which the Plan
is confirmed, subject to the option of FairPoint or Reorganized FairPoint, as applicable, to
prepay the entire amount of the Allowed Priority Tax Claim. All Allowed Priority Tax Claims
that are not due and payable on or before the Effective Date shall be paid in the ordinary course
of business as such obligations become due.

34 Professional Compensation and Reimbursement Claims.

All Persons seeking awards by the Bankruptey Court of compensation for services
rendered or reimbursement of expenses incurred through and including the Confirmation Date
under section 330, 331, 503(b)(2), 503(b)(3), 503(b)(4) or 503(b)(5) of the Bankrptcy Code
shall (a) file, on or before the date that is forty five (45) days after the Effective Date, their
respective applications for final allowances of compensation for services rendered and
reimbursement of expenses incurred and (b) be paid in full, in Cash, in such amounts as are
Allowed by the Bankruptey Court in accordance with the order relating to or allowing any such
Administrative Expense Claim. Reorganized FairPoint is authorized io pay reasonable
compensation for professional services rendered and reimbursement of expenses incurred after
the Effective Date in the ordinary course and without the need for Bankruptcy Court approval.

For purposes of the Plan, and in consideration of the services of the members of
the Ad Hoc Committee of Senior Noteholders, FairPoint will reimburse the members of the Ad
Hoc Committee of Senior Noteholders for the reasonable fees and expenses of their ,
professionals, Stroock & Stroock & Lavan LLP and Moelis & Company, during the Chapter 11
Cases and up to the Effective Date (without the need to file a proof of Claim or fee application),
subject to an aggregate cap of three million five hundred thousand dollars ($3,500,000.00), or
such higher number as shall be approved by the Lender Steering Committee, which approval
shall not be unreasonably withheld or delayed; provided, however, if no Distributions are made
on account of Class 7 FairPoint Communications Unsecured Claims in accordance with Section
5.7.2(b} of the Plan, then the members of the Ad Hoc Committee of Senior Noteholders shall not
receive any reimbursement for professionals’ fees and expenses.

For purposes of the Plan, and in consideration of the services of the Prepetition
Credit Agreement Agent and each Consenting Lender holding greater than ten percent (10%) of
the aggregate Prepetition Credit Agreement Claims on the date such Person became a
Consenting Lender, FairPoint will reimburse such Persons for their reasonable out-of-pocket fees
and expenses (including reasonable fees and expenses of counsel) to the extent that such fees and
expenses are incurted in connection with the Plan Support Agreement, the Plan, the Chapter 11
Cases, and the transactions related thereto (without the need to file a proof of Claim or fee
application).

35 Intercompany Claims.

At the election of FairPoint or Reorganized FairPoint, as applicable, or any Person
holding such Claim, and in consultation with the Lender Steering Committee, Intercompany
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Claims shall be (a) released, waived and discharged as of the Effective Date, (b) contributed to
the capital of the obligor corporation, (¢} dividended or (d) remain Unimpaired.

SECTION IV
CLASSIFICATION OF CLAIMS AND
EQUITY INTERESTS

The following table (a) designates the Classes of Claims against, and Equity
Interests in, FairPoint, (b) specifies the Classes of Claims and Equity Interests that are Impaired
by the Plan and therefore are deemed to reject the Plan or are entitled to vote to accept or reject
the Plan in accordance with section 1126 of the Bankruptcy Code, and (c) specifies the Classes
of Claims and Equity Interests that are Unimpaired by the Plan and therefore are deemed to
accept the Plan in accordance with section 1126 of the Bankruptcy Code.

Class Designation Impairment Entitled to Vote

1 Other Priority Claims Unimpaired No (deemed to accept)

2 Secured Tax Claims Unimpaired No (deemed to accept)

3 Other Secured Claims Ununpaired No (deemed to accept)
Allowed Prepetition Credit .

4 Agreement Claims Impaired Yes

s Leg.acy Subsidiary Unsecured Unimpaired No (deemed to accept)
Claims

6 NNE Subsidiary Unsecured Clajms Unimpaired No (deemed to accept)

. FairPoint Communications Impaired Yes
Unsecured Claims P

8 Convenience Claims Unimpaired No (deemed to accept)

9 Subordinated Securities Claims Impaired No (deemed to reject)

10 | Subsidiary Equity Interests Unimpaired No (deemed to accept)

11 Old FairPoint Equity Interests Impaired No (deemed to reject)

SECTIONV

TREATMENT OF CLAIMS AND
EQUITY INTERESTS UNDER THE PLAN

5.1 Other Priority Claims (Class 1).

5.1.1 Impairment and Voting.

Class 1 is Unimpaired by the Plan. Each holder of an Allowed Other Priority
Claim is conclusively presumed to have accepted the Plan and is not entitled to voie to accept or
reject the Plan.

5.1.2 Distributions.
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Unless otherwise agreed to by the holder of an Allowed Other Priority Claim and
FairPoint or Reorganized FairPoint, as applicable, on the applicable Distribution Date, each
holder of an Allowed Other Priority Claim shall receive Cash in an amount equal to such
Allowed Other Priority Claim,

52 Secured Tax Claims (Class 2).

52.1 lmpaimment and Voting.

Class 2 is Unimpaired by the Plan. Each holder of an Aliowed Secured Tax

Claim is conclusively presumed to have accepted the Plan and is not entitled to vote to accept or
reject the Plan.

3.2.2  Distributions.

Unless otherwise agreed to by the holder of an Allowed Secured Tax Claim and
FairPoint or Reorganized FairPoint, as applicable, on the applicable Distribution Date, each
holder of an Allowed Secured Tax Claim shall receive, at the option of FairPoint or Reorganized
FairPoint, as applicable, (a) Cash in an amount equal to such Allowed Secured Tax Claim or,
(b) commencing on the applicable Distribution Date, and continuing over a period not exceeding
five (5) years from and after the Petition Date, equal semi-annual Cash payments in an aggregate
amount equal to such Allowed Secured Tax Claim, together with interest for the period after the
Effective Date at the rate determined under applicable non-bankruptcy law as of the calendar
month in which the Plan is confirmed, subject to the option of FairPoint or Reorganized
FairPoint, as applicable, to prepay the entire amount of the Allowed Secured Tax Claim.

53 Other Secured Claims (Class 3).

5.3.1  Impairment and Voting.

Class 3 is Unimpaired by the Plan. Each holder of an Allowed Other Secured
Claim is conclusively presumed to have accepted the Plan and is not entitled to vote to accept or
reject the Plan.

5.3.2 Distributions.

(a) Uniless otherwise agreed to by the holder of an Allowed Other Secured Claim and
FairPoint or Reorganized FairPoint, as applicable, at the option of FairPoint or Reorganized
-FairPoint, as applicable, (i) on the Distribution Date or as soon thereafter as is reasonably
praciicable, each Allowed Other Secured Claimn shall be Reinstated and rendered Unimpaired in
accordance with section 1124(2) of the Bankruptcy Code, (i) cach holder of an Allowed Other
Secured Claim shall receive Cash in an amount equal to such Allowed Other Secured Claim, on
the Distribution Date, or as soon thereafter as is reasonably practicable, or (ii1) each holder of an
Allowed Other Secured Claim shall receive the Collateral securing its Allowed Other Secured
Claim, in full and complete satisfaction of such Allowed Other Secured Claim on the
Distribution Date, or as soon thereafter as is reasonably practicable.
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5.4 Allowed Prepetition Credit Agreement Claims (Class 4).

5.4.1 Impairment and Voting.

Class 4 is Impaired by the Plan. Each holder of an Allowed Prepetition Credit
Agreement Claim is entifled to vete to accept or reject the Plan.

5.4.2  Distributions.

Each holder of an Allowed Prepetition Credit Agreement Claim shall receive the
following, in full and complete satisfaction of such holder’s Allowed Prepetition Credit
Agreement Claim:

{a) on the Effective Date, such holder’s Ratable Proportion of the New Term Loan;

&) on the Effective Date, such holder’s Ratable Proportion of forty-seven mitlion two
hundred forty-one thousand four hundred thirty-six (47,241,436) shares of the New Common
Stock; provided, however, that if the Class of FairPoint Communications Unsecured Claims
rejects the Plan, each holder of an Allowed Prepetition Credit Agreement Claim shall receive its
Ratable Proportion of fifty-eight million, four hundred eighty-four thousand five hundred eighty-
seven (58,484,587) shares of the New Common Stock, subject to dilution from the securities to
be issued under the Long Term Incentive Plan;

(©) on the Effective Date, such heolder’s Ratable Proportion of Cash (the “Cash
Payment”) in an amount equal to all Cash and Cash Equivalents of Reorganized FairPoint on the
Effective Date in excess of forty million dollars ($40,000,000.00) minus (1) Cash used to pay or
reserved to pay Allowed Unsecured Claims, (2) Cash used to pay or reserved to pay Allowed
Administrative Expense Claims, (3) Cash used to pay or reserved to pay Allowed Priority Tax
Claims, {4) Cash used to pay or reserved to pay Allowed Other Priority Claims, (5) Cash used to
pay or reserved to pay Allowed Secured Tax Claims, (6) Cash used to pay or reserved to pay
Allowed Other Secured Claims, (7} subject to Section 3.4 of this Plan, Cash used to pay or
reserved to pay the members of the Ad Hoc Committee of Senior Noteholders, the Prepetition
Credit Agreement Agent, and each Consenting Lender holding greater than ten percent {10%) of
the aggregate Prepetition Credit Agreement Claims on the date such Person became a
Consenting Lender for their professionals’ fees and expenses, (8) Cash used to pay or reserved to
pay obligations pursuant to the Regulatory Settlements, (9) Cash used to pay or reserved to pay
Success Bonuses, and (10) Cash used to pay or reserved to pay Cure for executory contracts and
unexpired leases that are assumed pursuant to the Plan; provided, however, that if the aggregate
amount of Tax Claims against FairPoint Communications exceeds six million dollars
($6,000,000), such excess amount (or any portion thereof) shall be subtracted from the Cash
Payment only if the Lender Steering Committee consents, after consultation with FairPoint, to
the payment of such excess amount (or portion thereof) on the Effective Date; and

(d) on the applicable Distribution Date, if any, such holder’s Ratable Proportion of

Cash Distributions out of the Reserves that are no longer required to be reserved for the benefit
of anyone other than holders of Allowed Prepetition Credit Agreement Claims.
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5.5 Legacy Subsidiary Unsecured Claims (Class 5).

5.5.1 Impairment and Voting.

Class 5 1s Unimpaired by the Plan. Each holder of an Allowed Legacy Subsidiary
Unsecured Claum 15 conclusively presumed to have accepted the Plan and is not entitled to vote
to accept or reject the Plan.

5.5.2 Distributions.

On the Distribution Date, each holder of an Allowed Legacy Subsidiary
Unsecured Claim shall be paid an amount in Cash equal to one hundred percent (100%) of such

holder’s Allowed Legacy Subsidiary Unsecured Claim, in full and complete satisfaction of such
holder’s Claim.

5.6 NNE Subsidiary Unsecured Claims (Class 6).

5.6.1 Impairment and Voting.

Class 6 1s Unimpaired by the Plan. Each hoider of an Allowed NNE Subsidiary
Unsecured Claim is conclusively presumed to have accepted the Plan and is not entitled to vote
to accept or reject the Plan.

5.6.2_ Distributions.

On the Distribution Date, each holder of an Allowed NNE Subsidiary Unsecured
Claim shall be paid an amount in Cash equal to one hundred percent (100%) of such holder’s
Allowed NNE Subsidiary Unsecured Claim, in full and complete satisfaction of such holder’s
Claim.

5.7 FairPoint Communications Unsecured Claims (Class 7).

5.7.1 Impairment and Voting.

Class 7 1s Impaired by the Plan. Each holder of an Allowed FairPoint
Communications Unsecured Claim is entitled to vote to accept or reject the Plan.

5.7.2  Distributions.

On the Distribution Date, each holder of an Allowed FairPoint Communications
Unsecured Claim shall receive the following, in full and complete satisfaction of such FairPoint
Communications Unsecured Claim:

(a) if the Class of holders of FairPoint Communications Unsecured Claims votes to
accept the Plan, each holder of an Allowed FairPoint Communications Unsecured Claim shall
recelve its Ratable Proportion of (i) four million two hundred three thousand three hundred fifty-
two (4,203,352) shares of the New Common Stock and (11) the New Warrants, in the case of each
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of clauses (i} and (ii), subject to dilution from the securities to be issued under the Long Term
Incentive Plan; or

(b) if (1) the Class of FairPoint Communications Unsecured Claims votes to reject the
Pian, (2) the members of the Ad Hoe Committee of Senior Noteholders or its counsel objects to
the Plan, (3) the members of the Creditors’ Committee or its counsel object to the Plan, or {4) the
Indenture Trustee or its counsel objects to the Plan, then holders of FairPoint Communications
Unsecured Claims shall not receive any Distributions under the Plan on account of their Claims.

5.8 Convenience Claims (Class 8).

5.8.1 Impairment and Voting.

Class 8 is Unimpaired by the Plan. Each holder of an Allowed Convenience
Claim is conclusively presumed to have accepted the Plan and is not entitled to vote to accept or
reject the Plan. '

5.8.2 Distributions.

On the Distribution Date, each holder of an Allowed Convenience Claim shall be
paid an amount in Cash equal to one hundred percent (100%) of such holder’s Allowed
Convenience Claim in full and complete satisfaction, settlement, release, and discharge of and in
exchange for such holder’s Claim.

5.9 Subordinated Securities Claims {Class 9).

5.9.1 [mpairment and Voting.

Class 9 is Impaired by the Plan. Each holder of a Subordinated Securities Claim
is deewned to reject the Plan and is not entitled to vote 1o accept or reject the Plan.

5.9.2  Dastribubions.

Each holder of an Allowed Subordinated Secarities Claim will not receive or
retain any interest or property under the Plan on account of such Allowed Subordinated
Securities Claim. The treatment of Subordinated Securities Claims under the Plan is in
accordance with and gives effect to the provisions of section 510(b) of the Bankruptcy Code.

5.10  Subsidiary Equity [nterests (Class [0).

5.10.1 Impairment and Voting.

Class 10 1s Unimpaired by the Plan. Each holder of a Subsidiary Equity Interest
15 conclusively presumed to have accepted the Pian and is not entitled to vote to accept or reject
the Plan.

5.10.2 Distributions.
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On the Effective Date, the Subsidiary Equity Interests shali be Reinstated and
rendered Unimpaired in accordance with section 1124 of the Bankruptcy Code.

5.11  Old FairPoint Equity Interests (Class 11).

5.1 Impairment and Voting.

Class 11 is Impaired by the Plan. Each holder of an Old FairPoint Equity Interest
1s deemed to reject the Plan and is not entitled to vote to accept or reject the Plan.

5.11.2 Dastributions.

On the Effective Date, the Old FairPoint Equity Interests shall be cancelled and
the holders of the Old FairPoint Equity Interests shall not be entitled to, and shall not receive or

retain, any property or interest in property on account of such Old FairPoint Equity Interests
under the Plan.

5.12  Limitations on Amounts to Be Distributed to Holders of Allowed Insured

Claims.

Distributions under the Plan to each holder of an Allowed Insured Claim shall be
in accordance with the treatment provided under the Plan for the Class in which such Allowed
Insured Claim is classified, but solely to the extent that such Allowed Insured Claim is within
FairPoint’s self-insured retention. Amounts in excess of the applicable self-insured retention
amount shall be recoverable only from the available Insurer and FairPoint shail be discharged to
the extent of any such excess. Nothing in this Section 5.12 shall constitute a waiver of any
Causes of Action or Liabilities that any Person may hold against any other Person, including,
without limitation, FairPoint’s Insurers.

5.13  Special Provision Regarding Unimpaired Claims.

Except as otherwise explicitly provided in this Plan, nothing herein shall be
deemed to be a waiver or relinquishment of any rights, counterclaims or defenses that any of
FairPoint or Reorganized FairPoint, as applicable, may have, whether at law or in equity, with
respect to any Unimpaired Claim.

SECTION V1
PROVISIONS REGARDING NEW COMMON STOCK AND
NEW WARRANTS DISTRIBUTED PURSUANT TO THE PLAN

6.1 New Common Stock.

6.1.1 Authorization.

(a) The Amended Certificate of Incorporation of Reorganized FairPoint

Communications shall authorize the issuance of seventy-five mitlion (75,000,000) shares of New
Common Stoclk.

PLN-23-
0312




(b) The seventy-five milhion (75,000,000) shares of New Commaon Stock that are
authorized on the Effective Date shall be issued or reserved as follows;

(1 in the event that the Class of FairPoint Communications Unsecured
Claims accepts the Plan, (1) fifty-one million four hundred forty-four thousand seven hundred
eighty-eight (51,444,788) shares of New Common Stock, in the aggregate, will be distributed to
holders of Allowed Claims under Sectien 5.4 and Section 5.7 of the Plan and (2) seven muillion
one hundred sixty-four thousand eight hundred four (7,164,804} shares of the New Common
Stock will be reserved in connection with the New Warrants;

(i) in the event that the Class of FairPoint Communications Unsecured
Claims rejects the Plan, fifty-eight million four hundred eighty-four thousand five hundred
eighty-seven (58,484,587) shares of New Common Stock, in the aggregate, will be distributed to
holders of Allowed Claims under Section 5.4 of the Plan;

(1i1) in the event that the Class of FairPoint Communications Unsecured
Claims accepts the Plan, six million two hundred sixty-nine thousand two hundred six
(6,269,206) shares of New Common Stock will be issued or reserved in connection with the
Long Term Incentive Plan; and

(iv) in the event that the Class of FairPoint Communications Unsecured
Claims rejects the Plan, six million three hundred ninety-four thousand two hundred eieven
(6,394,211) shares of New Common Stock will be issued or reserved in connection with the
Long Term Incentive Plan.

() On the Effective Date, in the event the Class of FairPoint Communications
Unsecured Claims reject the Plan, holders of Allowed Class 4 Prepetition Credit Agreement
Claims shall receive, and Reorganized FairPoint Communications shall issue, an aggregate of
fifty-eight million four hundred eighty-four thousand five hundred eighty-seven (58,484,587)
shares of New Common Stock in accordance with Section V hereof. All such shares shall be
deemed fully paid and non-assessable.

(d) On the Effective Date, in the event the Class of FairPoint Communications
Unsecured Claims accepts the Plan, holders of Allowed Class 4 Prepetition Credit Agreement
Claims and holders of Allowed Class 7 FairPoint Communications Unsecured Claims shall
receive, and Reorganized FairPoint Communications shall issue, an agpregate of fifty-one
million four hundred forty-four thousand seven hundred eighty-eight (51,444,788) shares of New
Common Stock in accordance with Section V hereof. All such shares shall be deemed fully paid
and non-assessable.

6.1.2 Par Value.

The New Common Stock shall have a par value of $0.01 per share.
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6.2 New Warranis.

As provided in and subject to the conditions set forth 1n this Plan, including
Section 5.7.2, Reorganized FairPoint Communications shall 1ssue to each holder of an Aliowed
Class 7 FairPoint Communications Unsecured Claim, its Ratable Proportion of New Warrants.

6.3 Securities Law Matters.

6.3.1 Exemption from Securiiies Laws.

Except as otherwise provided herein, and to the maximum extent provided by
section 1145 of the Bankruptcy Code and applicable non-bankruptey law, the issuance under the
Plan of the New Commeon Stock and the New Warrants pursuant to this Plan and any subsequent
sales, resales, transfers, or other distributions of such New Common Stock or New Warrants
shall be exempt from registration under the Securities Act, any other federal or state securities
law registration requirements, and all rules and regulations promuigated thereunder. Any such
Securities issued to an “affiliate” of Reorganized FairPoint within the meaning of the Securities
Act or any Person Reorganized FairPoint reasonably determines to be an “underwriter”, and
which does not agree to resell such securities only in “ordinary trading transactions,” within the
meaning of section 1145(0)(1) of the Bankruptcy Code shall be subject to such transfer
restrictions and bear such legends as shall be appropriate to ensure compliance with the
Securities Act.

6.3.2 Registration Rights Agreement.

On the Effective Date, Reorganized FairPoint Communications will enter into a
registration rights agreement (the “Registration Rights Agreement”) with each holder of greater
than ten percent (10%), on a fully diluted basis, of the New Common Stock on the Effective Date
(a “Holder of Registrable Securities”). The Holders of Registrable Securities shall be entitled to
request an aggregate of two demand registrations; provided, that no such registration shall be
demanded prior to the expiration of the date which is one hundred eighty (180) days following
the Effective Date; provided further, that in no event shall Reorganized FairPoint
Communications be obligated to effect more than two (2) demand registrations pursuant to all
requests for demand registration. A form of the Registration Rights Agreement, including a form
of shelf registration statement if necessary, will be included in the Plan Supplement.

6.3.3 Securities Exchange Listing.

Reorganized FairPoint Communications wilt use its reasonable best efforts to
obtain a listing for the New Common Stock on one of the following national securities
exchanges: (a) the New York Stock Exchange, Inc., (b) the Nasdaq Global Stock Market, or
(c) any other comparable exchange.
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SECTION VI
IMPAIRED AND UNIMPAIRED CLASSES OF CLAIMS AND
EQUITY INTERESTS UNDER THE PLAN;
ACCEPTANCE OR REJECTION OF THE PLAN

7.1 Voting of Claims,

7.1.1 Each holder of an Allowed Claim or the holder of a Claim that has been
temporarily allowed for voting purposes only under Bankruptcy Rule 3018(a), in an Impaired
Class of Claims that 1s entitled to vote on the Plan pursuant to Section IV and Section V of this
Plan, shall be enfitled to vote separately to accept or reject the Plan, as provided in such order as
is entered by the Bankruptcy Court establishing procedures with respect to the solicitation and
tabulation of votes to accept or reject the Plan, or any other applicable order of the Bankruptcy
Court. Any Unimpaired Class of Claims and the Subsidiary Equity Interests shall be deemed to
have accepted the Plan. Any Class of Claims and the Old FairPoint Equity Interests that will not
receive ot retain any property on account of such Claims or Equity Interests under the Plan shall
be degmed to have rejected the Plan.

7.1.2 Each of Classes 4 and 7 is Impaired under the Plan and the holders of
Allowed Claims in such Classes are entitled to vote on the Plan. In accordance with section

1126(g) of the Bankruptey Code, each of the Classes 9 and {1 is conclusively deemed to have
rejected the Plan.

7.2 Acceptance by Unimpaired Classes.

Each of Classes 1, 2, 3, 5, 6, 8 and 10 is Unimpaired under the Plan and each such
Class is conclusively presumed to have accepted the Plan pursuant to section [126(f) of the
Bankruptcy Code.

7.3 Elimination of Vacant Classes.

Any Class of Claims that is not occupied as of the date of the commencement of
the Confirmation Hearing by an Allowed Claim or a Claim temporarily allowed under
Bankruptey Rule 3018 shall be deemed deleted from the Plan for purposes of voting on or
rejection of the Plan, and for purposes of determining acceptance or rejection of the Plan by such
Class under section 1129(2)(8) of the Bankruptey Code.

7.4 Nonconsensual Confinmation.

If any Impaired Class of Claims entitled to vote shall not accept the Plan by the
requisite statutory majority provided in section 1126(c) of the Bankruptcy Code, FairPoint
reserves the right to amend the Plan in accordance with Section 16.4 of this Plan or undertake to
have the Bankruptcy Court confinn the Plan under section 1129(b) of the Bankiuptcy Code or
both. With respect to Impaired Classes of Claims that are deemed to reject the Plan, FairPoint
shall request that the Bankruptcy Court confirm the Plan pursuant to section 1129(b) of the
Bankruptcy Code.
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7.5 Revocation of the Plan.

Subject to Section 16.5 hereof, the Debtors-in-Possession may revoke and
withdraw the Plan in its entirety at any time prior to entry of the Confirmation Qrder. If the Plan
is so revoked or withdrawn, then it shall be deemed null and void.

SECTION VIII
MEANS OF IMPLEMENTATION OF THE PLAN

8.1 Regulatory Settlements. As provided herein, pursuant to section 1123 of
the Bankruptcy Code and Bankruptcy Rule 9019, and in consideration for the settlements and
compromuses set forth in the Regulatory Settlements, upon the Effective Date, the provisions of
the Plan shall constitute a good-faith compromise and settlement of all Claims and controversies
resolved pursuant to the Regulatory Settlements. The entry of the Confirmation Order shall
constitute the Bankruptcy Court’s finding and determination that the Regulatory Settlements
reflected in the Plan are (1) in the best interest of FairPoint and its Estates, (ii) fair, equitable and
reasonable, (111) made in good faith and (iv) approved by the Bankruptcy Cowrt. Subject to
obtaining the approval of the settlements reflected in the Plan by the Bankruptey Court, on the

Effective Date, Reorganized FairPoint will take all actions necessary or reasonably required to
effectuate such settlements.

8.2 Transactions on the Effective Date.

(a) On the Effective Date, the following shall be deemed to have occurred
simultaneously:

(1) the Amended Ceriificate of Incorporation shall be filed with the Secretary
of State of the State of Delaware, and the New Organizational Documents shall become effective
and binding upon Reorganized FairPoint Comnyunications;

(ii) the Old FairPoint Equity Interests shall be extinguished;

(ii)  Reorganized FairPoint Communications shall distribute the Cash Payment,
New Common Stock and the New Warrants, if any, and shall enter into the New Term Loan: and

(iv)  the capital stmcture of Reorganized FairPoint Communications as set forth
in Sections V and V1 shall be in effect.

(b) On the Effective Date, the closing of the New Revolver shali be deemed to occur |

immediately after the New Board is in place and the events set forth in Section 8.2(a) have
occurred.

8.3 Reorganization of FairPoint; Continuation of Businesses.

On and after the Effective Date, Reorganized FairPoint shall continue to engage
In its respective businesses. Lxcept as otherwise provided in the Plan, FairPoint shall continue to
exist after the Effective Date as a separate corporation, timited liability company, partnership or
other legal entity, as the case may be, with all the powers of a corporation, limited liability
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company, partnership or other legal entity, as the case may be, pursuant to the applicable law in
the jurisdiction in which each applicabie entity included in the definition of “FairPoint” is
incorporated or organized and pursuant to the respective certificate of incorporation and bylaws
(or other organizational documents) in effect prior to the Effective Date, except with respect to
the New Organizational Documents (or other organizational documents) that are amended by the
Plan, the Plan Supplement or otherwise, and to the extent such documents are amended, such
documenis are deemed to be pursuant to the Plan and require no further action or approval.
Notwithstanding the foregoing, on or as of the Effective Date, or as soon as reasonably
practicable thereafter, and without the need for any further action, Reorganized FairPoint may:
{a) cause any or all of Rearganized FairPoint to be merged into one or more of Reorganized
FairPoint, dissolved or otherwise consolidated, (b) cause the transfer of assets between or among
Reorganized FairPoint, or (c) engage in any other transaction in furtherance of the Plan.

8.4 Reorpanized FairPoint’s Obligations Under the Plan.

8.4.1 From and after the Effective Date, as set forth herein, Reorganized
FairPoint shall perform the corresponding obligations under the Plan of its predecessor or
predecessor-in-interest. The Plan will be administered and actions will be taken in the name of

FairPoint and Reorganized FairPoint through, in accordance with the terms hereof, Reorganized
FairPoint.

8.4.2 From and after the Effective Date, Reorganized FairPoint shall, among
other things:

{(a) administer the Plan and take all steps and execute all instruments and documents
necessary to effectuate the Plan;

(b) pursue (including, without limitation, prosecuting, enforcing, objecting, litigating,
reconciling, settling, abandoning and resolving) all of FairPoint’s retained Causes of Action,
defenses and counterclaims;

(c) reconcile Claims and resolve Disputed Claims, and administer the Claims
allowance and disallowance processes as set forth in the Plan, including, without limitation,

objecting, prosecuting, litigating, reconciling, settling and resolving Claims and Disputed Claims
in accordance with the Plan;

(d) make decisions regarding the retention, engagement, payment and replacement of
professionals, employees and consultants;

(e) administer the Distributions under the Plan, including (i) making Distributions in
accordance with the terms of the Plan and (ii) establishing and maintaining the various Reserves;

(H exercise such other powers as necessary or prudent to carry out the provisions of
the Plan;

(2) invest any Cash pending Distribution;

{h) file appropriate tax returns; and
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(i) take such other actions as may be necessary or appropriate to effectuate this Plan.

8.43  Except as otherwise ordered by the Bankruptcy Court, any reasonable fees
and expenses incurred by Reorganized FairPoint (including, without limitation, taxes and
reasonable attorneys’ fees and expenses) on or after the Effective Date shail be paid in Cash by
Reorganized FairPomt in the ordinary course of its respective businesses.

8.5 New Organizational Documents.

The New Organizational Documents shall be filed as part of the Plan Supplement
and shall contain such provisions as are necessary to satisfy the provisions of the Plan and, to the
extent required, to prohibit the issuance of nonvoting equity securities (other than any warrants
and/or options) as required by section 1123(a)(6) of the Bankruptcy Code, subject to further
amendment of the New Organizational Documents, after the Effective Date, as permitted by
applicable law. Except as otherwise provided herein, the New Organizational Documents shall
contain such indemnification provisions applicable to the officers, directors and employees of
Reorganized FairPoint Communications and such other Persons as may, in the discretion of the
New Board, be appropriate and permitted under applicable law.

8.6 New Board.

8.6.1 General

(a) On the Effective Date, each member of the existing board of directors of FairPoint
Communications shall be deemed to have resigned.

{b) On the Effective Date, the property, business and affairs of Reorganized FairPoint
Communications and the other Reorganized FairPoint entities shall become the general
responsibility of the New Board. Simple majority rule shall govern all actions of the New Board.
A list setting forth the identities of the members of the New Board, to the extent avajlable, shall
be filed as part of the Plan Supplement or otherwise shall be identified in a submission to the
Bankruptcy Court on or prior to the Effective Date.

8.6.2 Initial Number of Directors: Initial Composition.

(a) Reorganized FairPoint Communications shall have 2 New Board, which shal]
initially consist of nine directors.

(h) The initial composition of the New Board shall be determined as follows:

W it the holders of the FairPoint Communications Unsecured Claims vote to
accept the Plan, then (A) one member of the New Board shall be the chief executive officer of
Reorganized FairPoint Communications, (B) seven members of the New Board shall be
nomtnated by the Lender Steering Committee and (C) one member of the New Board shall be
nominated by the steering committee of the Ad Hoc Committee of Senjor Noteholders (in
consultation with the Creditors” Committee and the other members of the Ad Hoc Committee of
Senuor Noteholders; provided, however, that in the event that a member of the New Board has
not been nominated pursuant to Section 8.6.2(b)(i)(C) of this Plan by the Plan Supplement filing
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deadline, then the Persons described therein shall lose their right 1o nominate a member of the
New Board and the Lender Steering Committee shall have the right to nominate an additional
member of the New Board; provided, further, that if the Lender Steering Committee determines
not to nominate an additional member of the New Board then the number of directors on the
New Board shali be reduced to eight and seven of such members of the New Board shall be
nominated by the Lender Steering Committee; or

(i1) if the holders of the FairPoint Comimunications Unsecured Claims reject
the Plan, then (A} one member of the New Board shall be the chief executive officer of
Reorganized FairPoint Communications, (B) any person previously nominated pursuant to
Section 8.6.2(b)(1}(C) of this Plan shall not be considered for nomination or election to the New
Board, and (C) eight members of the New Board shall be nominated by the Lender Steering
Committee; provided, however, that if the Lender Steering Committee determines not to
nominate an additional member of the New Board to replace the individual previously nominated
pursuant to Section 8.6.2(b)(1)(C) of this Plan then the number of directors on the New Board

shalt be reduced 1o cight and seven of such members of the New Board shall be nominated by the
Lender Steering Committee;

provided, that, in the event of either (i) or (ii) above, (1) the Lender Steering
Committee shall consider residents of northern New England among the candidates considered
for nomination to the New Board and (2) at least one of the members of the New Board
nominated by the Lender Steering Comunittee shall be a resident of northern New England.

8.6.3 Reduction in Number of Directors.

(a) The Lender Steering Comumittee shall have the option to reduce the number of
members of the New Board they are entitled to nominate pursuant to Section 8.6.2(b)(i) or
(b)(it) above from seven or eight, respectively, to five.

(b) In the event the Lender Steering Committee decides to reduce the number of
members of the New Board they are entitled to nominate to five:

(i) if the holders of the FairPoint Comumunications Unsecured Claims vote to
accept the Plan, then the number of directors serving on the New Board shall be reduced from
nine to seven and: {A) one member of the New Board shal! be the chief executive officer of
Reorganized FairPoint Communications, (B) five members of the New Board shall be nominated
by the Lender Steering Committee, and (C) one member of the New Board shall be nominated
by the steering committee of the Ad Hoc Committee of Senior Noteholders (in consultation with
the Creditors’ Committee and the other members of the Ad Hoc Committee of Senior
Noteholders); provided, however, that in the event that 2 member of the New Board has not been
nominated pursuant to Section 8.6.2(b)(1)(C) of this Plan by the Plan Supplement filing deadline,
then the Persons described therein shall lose their right to nominate a member of the New Board
and the Lender Steering Committee shatl have the right to nominate an additional member of the
New Board; provided, further, that if the Lender Steering Committee determines not to nominate
an additional member of the New Board then the number of directors on the New Board shall be
reduced to six; or
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(il) if the holders of FairPoint Communications Unsecured Claims vote to
reject the Plan, then the number of directors serving on the New Board shall be reduced from
nine to six and: (A) one member of the New Board shall be the chief executive officer of
Reorganized FairPomt Communications, (B) any person previously nominated pursuant to
Section 8.6.2(b)(1)}(C) of this Plan shall not be considered for nomination or election to the New
Board, and (C) five members of the New Board shall be nominated by the Lender Steering
Committee; provided, however, that if the Lender Steering Committee determines not to
nominate an additional member of the New Board to repiace the individual previously nominated
pursuant to Section 8.6.2(b}(1)(C) of this Plan then the number of directors on the New Board
shall be reduced to five and four of such members of the New Board shall be nominated by the
Lender Steering Cominittee.

8.6.4 Qualifications of Directors.

A supermajority of the directors initially serving on the New Board (whether
pursuant to Section 8.6.2 or 8.6.3 above) shall be Independent Directors.

8.6.5 Tenm of Office.

The New Board will be classified into three classes with approximately one-
third of the directors sitting in each such class, unless otherwise determined by the Lender
Steering Committee in consultation with FairPoint. In addition, unless otherwise determined by
the Lender Steering Committee in consultation with FairPoint, (i) initially one of the classes will
have a one year term, one of the classes will have a two year term and one of the classes will
have a three year term, and (ii) the members of each class, other than the initial members of the
New Board serving in the two classes that will initially have less than a three year term, will be
elected for three year terms. The initial member of the New Board nominated by the steering
committee of the Ad Hoc Committee of Senior Noteholders shall be classified in the class of
directors standing for election on or after the third anniversary of the Effective Date.

8.7 Officers of Reorganized FairPoint.

8.7.1 Generally.

The executive officers of FairPoint immediately prior to the Effective Date
will serve as the initial officers of Reorganized FairPoint on and after the Effective Date. Such
officers will serve in accordance with applicable non-bankruptcy law, any employment
agreement with Reorganized FairPoint and, as appropriate, the New Organizational Documents
or its existing articles of incorporation and bylaws.

8.7.2  Assumption of Executive Apreements.

On the Confirmation Date, and subject to the occurrence of the Effective Date,
FairPoint shall be deemed to have assumed the Executive Agreements.
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8.8 Operations of FairPoint Between Confirmation and the Effective Date.

FairPoint shall continue to operate as Debtors-in-Possession during the period
from the Confirmation Date through and until the Effective Date.

8.9 Revesting of Assets.

Pursuant to section 1141(b) and (c) of the Bankruptcy Code, except as otherwise
provided in the Plan, the property of the Estate and FairPoint shall revest in Reorganized
FairPoint on the Effective Date of the Plan. From and after the Effective Date, Reorganized
FairPoint may operate its respective businesses and may use, acquire and dispose of property
free of any restrictions imposed under the Bankruptcy Code, the Bankruptcy Rules and the
Bankruptcy Court. As of the Effective Date, all property of FairPoint and Reorganized FairPoint
shall be free and clear of all Claims, Liens and interests, except as specifically provided in the
Plan or in the Confirmation Order. Without limiting the foregoing, Reorganized FairPoint may,
without application Lo or approval by the Bankruptcy Court, pay any reasonable fees and
expenses (including, without limitation, reasonable attorneys’ fees and expenses) that
Reorganized FairPoint may incur after the Effective Date.

8.10  Dussolution of the Creditors’ Committee.

On the Effective Date, except as provided in this Section 8.10, the Creditors’
Commiitee shall be dissolved and the members thereof shall be released and discharged of and
from all further authority, duties, responsibilities and obligations related to, arising from or in
connection with the Chapter 11 Cases, and the retention or employment of the Creditors’
Commmittee’s attorneys, accountants and other agents, if any, shall terminate, except for purposes
of filing and prosecuting applications for final allowances of compensation for professional
services rendered and reimbursement of expenses incurred in connection therewith.

8.11 Effectuating Documents; Further Transactions.

The chairman of the board of directors, the president, the chief executive officer,
the chief financial officer, the executive vice president and general counsel, the controller or any
other appropriate officer of FairPoint or Reorganized FairPoint, as the case may be, shall be, and
hereby are, authorized to execute, deliver, file, and record such contracts, instruments, releases,
indentures, certificates, and other agreements or documents, and take such other actlons as may
be necessary or appropriate to effectuate and further evidence the terms and conditions of the
Plan. The secretary or assistant secretary of FairPoint or Reorganized FairPoint shall be
authorized to certify or attest to any of the foregoing, if necessary.

8.12  Preservation of Certain Causes of Action; Defenses.

Except as otherwise provided in this Plan, in accordance with section 1123(b) of
the Bankruptcy Code, Reorganized FairPoint, as successors-in-interest to FairPoint and its
Estates, shall retain and may enforce FairPoint’s Causes of Action that are property of FairPoint
and its Estates (including Avoidance Actions), and Reorganized FairPoint shail retain and
enforce all defenses and counterclaims to all Claims asserted against FairPoint and its Estates,
including, but not limited to, setoff, recoupment and any rights under section 502(d) of the
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Bankruptcy Code. Reorganized FairPoint may pursue such Causes of Action, counterclaims and
defenses, as appropriate, in accordance with its best interests, as determined by Reorganized
FairPomt.

8.13  Cancellation of Existing Securities.

On the Effective Date, except as otherwise provided for herein, (a) all securities,
equity interests, notes, bonds, indentures and other instruments or documments evidencing or
creating any indebtedness, or obligation of FairPoint, including without limitation, the
Prepetition Credit Agreement, the Senior Notes and the Old FairPoint Equity Interests (except
such equity interests, notes or other instruments evidencing indebtedness or obligations of
FairPoint that are Reinstated under the Plan, including, without limitation, the Subsidiary Equity
Interests) shall be as against FairPoint and its successors cancelfed and extinguished, and (b) the
obligations of FairPoint under any agreements, indentures, or certificates of designation
governing any securities, equity interests, notes, bonds, indentures and other instruments or
documents evidencing or creating any indebtedness, or obligation of FairPoint, including,
without limitation, the Prepetition Credit Agreement, the Senior Notes and the Old FairPoint
Equity Interests (except such equity interests, notes or other instruments evidencing indebtedness
or obligations of FairPoint that are Reinstated under the Plan, including, without limitation, the
Subsidiary Equity Interests), as the case may be, shall be fully released, terminated, extinguished
and discharged; provided, however, that the provisions of the Prepetition Credit Agreement
governing the relationship between the Prepetition Credit Agreement Agent and the Prepetition
Credit Agreement Lenders, including but not limited to those provisions relating to the rights of
the Prepetition Credit Agreement Agent to expense reimbursement, indemnification and other
similar amounts, shall not be affected by and shall survive the Plan, entry of the Confirmation
Order and the occurrence of the Effective Date.

8.14  Long Term Incentive Plan.

On the Effective Date, Reorganized FairPoint shall be deemed to have adopted
the Long Term Incentive Plap without any further action by FairPoint, Reorganized FairPoint,
Reorganized FairPoint’s shareholders or the New Board.

8.15  Success Bonuses.

On the Effective Date, Reorganized FairPoint shall be deemed to have adopted
and authorized the Success Bonuses without any further action by FairPoint, Reorganized
FairPoint, Reorganized FairPoint’s shareholders or the New Board.

8.16  Indemnification; Directors & Officers Insurance.

Reorganized FairPoint shall assume all existing indemnification obligations of
FairPoint in favor of the directors of FairPoint who held such position on June 1, 2009 and
thereafter, and the officers of FairPoint listed on Exhibit G hereto (collectively, the “Indemnified
Persons”). and the directors, officers and empioyees of Reorganized FairPoint on and following
the Effective Date (whether such indemnification obligations are in FairPoint’s charter, bylaws,
contracts or otherwise}; provided that Reorganized FairPoint’s indemnification obligation to and
for the benefit of the Indemnified Persons shall be limited in the aggregate to twenty million
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dollars {$20,000,000.00) with respect to any Claim asserted against such Indemnified Person that
arose prior to the Effective Date. In addition, following the Effective Date, Reorganized
FairPoint shail purchase director and officer liability insurance for the directors and officers of
Reorganized FairPoint on a going-forward basis (in the form and substance satisfactory to the
New Board). Nothing herein shall be deemed to affect any applicable insurance coverage.

SECTION IX
DISTRIBUTIONS UNDER THE PLAN

9.1 Distributions on Allowed Claims.

Distributions with respect to holders of Allowed Claims shall only be made on a
Distribution Date. All Allowed Claims held by a single creditor against a single entity within the
definition of “FairPoint” shall be aggregated and treated as a single Claim against such entity.
At the written request of Reorganized FairPoint or the Disbursing Agent, any creditor holding
multiple Allowed Claims shall provide to Reorganized FairPoint or the Disbursing Agent, as the
case may be, a single address to which any Distributions shall be sent.

92 Date of Distributions.

In the event that any payment or act under the Pian is required to be made or
performed on a date that is not a Business Day, then the making of such payment or the
performance of such act may be completed on the next succeeding Business Day, but shali be
deemed to have been completed as of the required date.

9.3 Disbursing Agent,

Except as otherwise provided in Sections 9.6.2(a} and 9.6.3 of the Plan, all
Distributions under the Plan shall be made by Reorganized FairPoint Communications as
Disbursing Agent or such other Person designated by Reorganized FairPoint Communications as
a Disbursing Agent. No Disbursing Agent shall be required to give any bond or surety or other
security for the performance of its duties.

94 Richts and Powers of Disbursing Agent.

The Disbursing Agent shall be empowered to (a) effect all actions and execute all
agreements, instruments and other documents necessary to perform its duties under the Plan,
(b) make all Distributions contemplated hereby, (¢) employ professionals to represent it with
respect to its responsibilities and (d) exercise such other powers as may be vested in the
Disbursing Agent by order of the Bankruptcy Court, pursuant to the Plan or as deemed by the
Disbursing Agent to be necessary and proper to implement the provisions hereof. In furtherance
of the rights and powers of the Disbursing Agent, the Disbursing Agent shall have no duty or
obligation to make Distributions to any holder of an Allowed Claim unless and until such holder

executes and delivers, in a form acceptable to the Disbursing Agent, any documents applicable to
such Distributions.
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9.5 Fees and Expenses of Disbursing Agent.

Except as otherwise ordered by the Bankruptcy Court, the amount of any
reasonable fees and expenses incurred by the Disbursing Agent from and after the Effective
Date, including reasonable fees and expenses of counsel, shail be paid in Cash by Reorganized
FairPoint without further order of the Bankruptcy Court within twenty (20} days of receipt of an
invoice by Reorganized FairPoint. In the event that Reorganized FairPoint objects to the
payment of such invoice for post-Effective Date fees and expenses, in whole or in part, and the
parties cannot resolve such objection after good faith negotiation, the Bankrupicy Court shall
retain jurisdiction to make a determination as to the extent to which the invoice shall be paid by
Reorganized FairPoint.

9.6 Delivery of Distributions.

9.6.1 Distributions to Last Known Address.

Subject to Bankruptcy Rule 9010, all Distributions te any holder of an Allowed
Claim or Allowed Administrative Expense Claim shall be made at the address of such hoider as
set forth on the Schedules filed with the Bankruptcy Court or on the books and records of
I'airPoint or its agents, as applicable, unless FairPoint or Reorganized FairPoint have been
notified in writing of a change of address by the filing of a proof of Claim by such holder that
contains an address for such holder different than the address of such holder as set forth on the

Schedules. Nothing in this Plan shall require Reorganized FairPoint to attempt to locate any
holder of an Allowed Claim.

9.6.2 Distributions to Prepetition Credit Agreement Agent.

{a) The Prepetition Credit Agreement Agent shall be the Disbursing Agent for the
holders of all Prepetition Credit Agreement Claims. Accordingly, Distributions for the benefit of
the holders of Prepetition Credit Agreement Claims shall be made to the Prepetition Credit
Agreement Agent. The Prepetition Credit Agreement Agent shall, in turn, promptly administer
the Distributions to the holders of Allowed Prepetition Credit Agreement Claims, in accordance
with the Plan and the Prepetition Credit Agreement. The issuance and Distribution of the New
Common Stock and Cash Payment to the Prepetition Credit Agreement Agent, and the issuance
and execution and delivery of the New Term Loan shall be deemed a Distribution to the
respective holders of Allowed Prepetition Credit Agreement Claims. Upon delivery of the
Distributigns required under the Plan as provided in this paragraph, Reorganized FairPoint shall
be released of all Liability with respect to the delivery of such Distributions.

(b) The Prepetition Credit Agreement Agent shall be exculpated by all Persons from
any and all Claims, Causes of Action, and other assertions of liability arising out of the discharge
of the powers and duties conferred upon it as Disbursing Agent under this Plan or any order of
the Bankruptcy Court pursuant to or in furtherance of this Plan. No holder of a Claim or an
Equity Interest or other party in interest shall have or pursue any Claim or Cause of Action
against the Prepetition Credit Agreement Agent for making payments in accordance with the
Plan or for implementing provisions of the Plan in its capacity as Disbursing Agent.

9.6.3 Distributions to Indenture Trustee.
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The Indenture Trustee shall be the Disbursing Agent for the helders of all Senior
Notes Claims. Accordingly, Distributions for the benefit of the holders of Allowed Senior Notes
Claims shall be made to the Indenture Trustee. The Indenture Trustee shall, in turn, promptly
administer the Distrnibutions to the holders of such Allowed Senior Notes Claims, 1n accordance
with the Plan and the applicable Indentures. The [ndenture Trustee, in its capacity as Disbursing
Agent, may transfer any such Distributions through the facitities of DTC or anather third-party
distribution agent. The issuance and Distribution of the New Common Stock and the New
Warrants to the Indenture Trustee shall be deemed a Distribution to the respective holders of
Allowed Senior Notes Claims. Upon delivery of the Distributions required under the Plan as

provided in this paragraph, Reorganized FairPoint shall be released of all liability with respect to
the delivery of such Distributions.

97 Unclaimed Distributions.

All Distributions under the Plan that are unclaimed for a period of one (1) year
after Distribution thereof shall be deemed unclaimed property under section 347(b) of the
Bankruptey Code and revested in Reorganized FairPoint and any entitlement of any holder of
any Claims to such Distributions shall be extinguished, discharged and forever barred.

9.8 Distribution Record Date.

The Claims register shall be closed on the Distribution Recerd Date, and any
subsequent transfer of any Claim shall be prohibited. FairPoint and Reorganized FairPoint shall

have no obligation to recognize any transfer of any such Claims occurring after the close of
business on such date.

99 Manner of Payment.

At the option of the Disbursing Ageni, any Cash payment to be made hereunder
may be made by a check or wire transfer or as otherwise required or provided in applicable
agreements, provided, however, that the Cash payment to the Prepetition Credit Agreement
Agent in accordance with Section 9.6.2(a) of this Plan shall be made by wire transfer and the
Cash Payment made to holders of Allowed Prepetition Credit Agreement Claims in accordance
with Section 5.4.2(c) of this Pian shall be made by wire transfer.

9.10  Time Bar to Cash Payments by Check.

Checks issued by, or on behalf of, FairPoint or Reorganized FairPoint on account
of Allowed Claims shall be null and void if not negotiated within ninety (90) days after the date
of issuance thereof. Requests for reissuance of any check shall be made in writing directly to
Reorganized FairPoint by the holder of the Allowed Claim with respect to which such check
originally was issued on or before the later of the first anniversary of (a) the Effective Date and
(b) the date on which the Claun at issue became an Allowed Claim. After such dates, all Claims
in respect of void checks shall be extinguished, discharged and forever barred, and the proceeds
of such checks shall revest in and become the property of Reorganized FairPoint.
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911 No Fractional Distributions.

No fractional shares of New Comimon Stock or New Warrants for fractional
shares of New Common Stock shall be distributed and no Cash shall be distributed in lieu of
such fractional shares or New Warrants for fractional shares. When any Distribution pursuant to
the Plan on account of an Allowed Claim would otherwise result in the issuance of fractional
shares of New Common Stock or New Warrants for fractional shares, the actual Distribution of
such fractional shares shall be rounded as follows: (a) fractions of one-half (}4) or greater shall
be rounded to the next higher whole number and (b) fractions of less than one-half (¥%) shall be
rounded to the next lower whole number, with no further payment therefor. The total number of
authorized shares of New Common Stock (including shares of New Common Stock issuable
upon the exercise of New Warrants) to be distributed to holders of Allowed Claims shall be
adjusted as necessary 1o account for the foregoing rounding.

9.12  Fractional Cents.

Notwithstanding any other provision of the Plan to the contrary, no payment of
fractional cents shall be made pursuant to the Plan. Whenever any payment of a fraction of a
cent under the Plan would otherwise be required, the actual Distribution made shall refiect a
rounding of such fraction to the nearest whole penny (up or down) with half cents or more being
rounded up and fractions less than half of a cent being rounded down.

9.13  Setoffs and Recoupment,

FairPoint may, but shall not be required to, setoff against or recoup from any
Claim and the payments to be made pursuant to the Plan in respect of such Claim, any Causes of
Action of any nature whatsoever that FairPoint may have against the applicable claimant, but
neither the failure to do so nor the allowance of any Claim hereunder shall constitute a waiver or
release by FairPoint or Reorganized FairPoint of any such Causes of Action they may have
against such claimant.

9.14  Allocation of Plan Distributions Between Principal and Interest.

To the extent that any Allowed Claim entitled to a Distribution under the Plan
consists of indebtedness and other amounts (such as accrued but unpaid interest thereon), such
Distribution shall be allocated first to the principal amount of the Claim {as determined for
federal income tax purposes) and then, to the extent the consideration exceeds the principal
amount of the Claim, to such other amounts. '

9.15  Distributions After Effective Date.

Distributions made after the Effective Date shall be deemed to have been made on
the Effective Date.

916 Interest on Claims.

Except as specifically provided for in the Pian, the Confirmation Order or
applicable law, interest shall not accrue on Claims, and no holders of a Claim shall be entitied to

PLN-37-
0326




interest accruing on or after the Petition Date on any Claim. Interest shall not accrue or be paid
on any Disputed Claim in respect of the period from the Petition Date to the date a final
Distribution is made thereon if and after such Disputed Claim becomes an Allowed Claim.
Except as expressly provided herein, no Prepetition Claim shall be Allowed to the extent that it is
for postpetition interest or other similar charges.

9.17 No Distribution in Excess of Allowed Amount of Claim.

Notwithstanding anything to the contrary herein, no holder of an Allowed Claim
shall receive in respect of such Claim any Distribution in excess of the Allowed amount of such
Claim.

9.18  Ordinary Course Post-Petition Liabilities.

Subject to Section 3.1 hereof and except as otherwise specifically provided for in
the Plan, holders of Claims against FairPoint (other than Claims for Professional Fees) based on
Liabilities incurred after the Petition Date in the ordinary course of FairPoint’s businesses shall
not be required to file any request for payment of such Claims with the Bankruptcy Court. Such
Claims shall be assumed and paid by Reorganized FairPoint in the ordinary course of business of
Reorganized FairPoint, in accordance with the terms and subject to the conditions of any
agreements governing, instruments evidencing or other documents relating to the transaction
underlying such Claims, without any further action by the holders of such Claims.

9.19 Pavment of Taxes on Distributions Received Pursuant to the Plan.

All Persons that receive Distributions under the Plan shall be responsible for
reporting and paying, as applicable, taxes on account of such Distributions.

920 Estimation of Claims.

FairPoint or Reorganized FairPoint, as applicable, may at any time request that
the Bankruptcy Court estimate any Contingent Claim, Unliquidated Claim or Disputed Claim
pursuant to section 502(c) of the Bankruptcy Code regardless of whether FairPoint or
Reorganized FairPoint, as applicable, previously objected to such Claim or whether the
Bankruptcy Court has ruled on any such objection, and the Bankruptcy Court shall retain
jurisdiction to estimate any Claim at any time during litigation concerning any objection to any
Claim, including, without limitation, during the pendency of any appeal relating to any such
objection. In the event that the Bankruptcy Court estimates any Contingent Claim, Unliquidated
Claim or Disputed Claim, the amount so estimated shall constitute either the Allowed amount of
such Claim or a maximum limitation on such Claim, as determined by the Bankruptcy Court. If
the estimated amount constitutes a maximumn limitation on the amount of such Claim, FairPoint
or Reorganized FairPoint, as applicable, may pursue supplementary proceedings to object to the
allowance of such Claim. All of the aforementioned objection, estimation and resolution
procedures are intended to be cumulative and not exclusive of one another. Claims may be
estimated and subsequently compromised, settled, withdrawn or resolved by any mechanism
approved by the Bankruptcy Court.
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921  (Clauns Reserves.

On the Effective Date, and after making ali Distributions required to be made on
the Effective Date under the Plan, Reorganized FairPoint Communications shall establish and
maintain a separate reserve (each, a “Reserve”) for each Class of Claims and Unclassified
Claims, which Reserve shall be administered by Reorganized FairPoint Communications;
provided, however, that nothing herein shall be deemed to require a Reserve with respect to Tax
Claims against FairPoint Communications. For the avoidance of doubt, a Reserve shall be
established for all amounts referred to as “reserved” in clauses (1) through (10) in Section
5.4.2(c) of this Plan other than clauses (3) and (5) of Section 5.4.2(c) of this Plan. To the extent
that Reserves are established and maintained for the benefit of any holder of a Disputed Claim,
such Reserves shall include an amount of New Commeon Stock, New Warrants and/or Cash, as
the case may be, equal to the Distributions that would have been made to the holder of such
Disputed Claim 1f it were an Allowed Claim in an amount equal to the lesser of (1) the amount of
the Disputed Claim, (i1) the amount in which the Disputed Claim shall be estimated by the
Bankruptcy Court pursuant to section 502 of the Bankrptcy Code for purposes of allowance,
which amount, unless otherwise ordered by the Bankruptcy Court, shall constitute and represent
the maximuim amount in which such Claim ultimately may become an Allowed Claim, or (iii)
such other amount as may be agreed upon by the holder of such Disputed Claim and
Reorganized FairPoint.

All New Common Stock, New Warrants and Cash, as applicable, allocable to a
Class of Claims or Unclassified Claims hereunder shall be distributed by Reorganized FairPoint
to the relevant Reserve on the Effective Date. Cash held in Reserve shall only be invested in
Section 345 Securities. Each Reserve shall be closed and extinguished by Reorganized FairPoint
Communications upon its determination that all Distributions of New Common Stock, New
Warrants and Cash required to be made under the Plan (other than those Distributions required to
be made to holders of Allowed Prepetition Credit Agreement Claims pursuant to Section
5.4.2(d)) have been made in accordance with the terms of the Plan. Upon closure of a Reserve,
all New Commen Stock and New Warrants then held in such Reserve shall be subject to re-
Distribution to the applicable Class, as appropriate, and all Cash shall be distributed pursuant to
Section 5.4.2(d), all in accordance with the provisions of Section V of the Plan.

SECTION X
DISPUTED CLAIMS AND EQUITY INTERESTS
UNDER THE PLAN

10.1  Objections.

As of and following the Effective Date, objections to, and requests for estimation
of, Administrative Expense Claims and Clains against FairPoint may be interposed and
prosecuted only by Reorganized FairPoint. Such objections and requests for estimation shall be
served on the respective claimant and filed with the Bankruptey Court on or before the latest of:
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(a) one hundred eighty days (180) after the Effective Date or (b) such later date as may be fixed
by the Bankruptcy Court (the “Objection Deadline™); provided, however, that with respect to
Claimns that, as of the Objection Deadline, are subject to a pending claim objection, contested
matter, or adversary proceeding (an “Initial Objection™) wherein Reorganized FairPoint’s
objection to such claim is ultimately denied, the Objection Deadline shall be extended to the later
of sixty (60) days from the date on which (1) the Bankruptcy Court enters an order denying such
Initial Objection or (i1} any appellate court enters a Final Order reversing or vacating an order of
the Bankruptcy Court granting such Initial Objection; provided further, that with respect to
Claims that (A) are filed (whether as an amended Claim, new Claim, or otherwise) after the
Effective Date and (B) that are not otherwise subject to adjustment, expunction or disallowance
pursuant to Sections 10.2, 10.3, 10.5, 10.6 and 10.7 of this Plan, the Objection Deadline shall be
one hundred eighty (180} days after the date on which such Claim was filed. Nothing herein
shall affect FairPoint’s or Reorganized FairPoint’s ability to amend the Schedules in accordance
with the Bankruptcy Code and the Bankruptcy Rules.

10.2  Adjustment to Certain Claims Without a Filed Objection.

Any Claim that has been settled, paid and satisfied, or amended and superseded,
may be adjusted or expunged on the Claims register by Reorganized FairPoint without a claims
objection having to be filed and without any further notice to or action, order, or approval of the
Bankruptcy Court. In addition, all Claims filed on account of an employee benefit shall be
deemed satisfied and expunged from the Claims regisier as of the Effective Date to the extent
Reorganized FairPoint elects to honor such employee benefit, without any further notice to or
action, order or approval of the Bankruptey Court.

10.3  No Distributions Pending Allowance.

Notwithstanding any other provision hereof, if any portion of a Claim or
Administrative Expense Claim is Disputed, no payment or Distribution provided hereunder shall
be made on account of such Claim or Administrative Expense Claim unless and until such
Disputed Claim or Disputed Administrative Expense Claim becomes Allowed.

10.4  Distributions After Allowance.

To the extent that a Disputed Claim or Disputed Administrative Expense Claim
ultimately becomes an Allowed Claim or Allowed Administrative Expense Claim, Distributions
(if any) shall be made to the holder of such Allowed Claim or Allowed Administrative Expense
Claim in accordance with the provisions of the Plan.

10.5 Resolution of Administrative Expense Claims and Claims.

As of and following the Effective Date, Reorganized FairPoint shall have the
authority to compromise, settle, otherwise resolve or withdraw any objections to Administrative
Expense Claims and Claims against FairPoint and to compromise, settle or otherwise resolve any
Disputed Administrative Expense Claims and Disputed Claims against FairPoint without
approval of the Bankruptcy Court.
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10.6  Disallowance of Certain Claims.

Any Claims held by Persons from which property is recoverable under section
542, 543, 550, or 553 of the Bankruptcy Code or by a Person that is a transferee of a transfer
avoidable under section 522(f), 522(h), 544, 545, 547, 548, 549 or 724(a) of the Bankruptcy
Code, shall be deemed disallowed pursnant to section 502(d) of the Bankruptcy Code, and such
Persons may not recetve any Distributions on account of their Claims until such time as such
Causes of Action against such Persons have been settled or a Final Order with respect thereto has

been entered and all sums due, if any, to FairPoint by such Person have been tumed over or paid
to Reorganized FairPoint.

10.7  Indenture Trustee as Claim Holder.

Consistent with Bankruptcy Rule 3003(c), Reorganized FairPoint shall recognize
proofs of Claims timely filed by the Indenture Trustee in respect of any Claims under the
Indentures. Accordingly, any Claim arising under the Indentures, proof of which is filed by the
registered or beneficial holder of Senior Notes, shall be disallowed as duplicative of the Claim of
the applicable Indenture Trustee, without any further action of the Bankruptcy Court.

10.8  Offer of Judgment.

Reorganized FairPoint is authorized to serve upon a holder of a Claim an offer to
allow judgment to be taken on account of such Claim, and, pursuant to Bankruptcy Rules 7068
and 9014, Federal Rule of Civil Procedure 68 shall apply to such offer of judgment. To the
extent the holder of a Claim must pay the costs incurred by Reorganized FairPoint after the
making of such offer, Reorganized FairPoint is entitled to set off such amounts against the
amount of any Distribution to be paid to such holder without any further notice to or action,
order, or approval of the Bankruptcy Court.

10.9  Amendments to Claims.

On or after the Effective Date, a Claim may not be filed or amended without the
prior authorization of the Bankruptcy Court or Reorganized FairPoint and any such new or
amended Claim filed without prior authorization shall be deemed disallowed in full and
expunged without any further action.

10.10 Claims Paid and Pavable by Third Parties.

A Claim shall be disallowed without a Claims objection having to be filed and
without any further notice to or action, order or approval of the Bankruptey Court, to the extent
that the holder of such Claim receives payment in full on account of such Claim from a party that
is not FairPoint or Reorganized FairPoint. No Distributions under the Plan shali be made on
account of an Allowed Claim that is payable pursuant to one of FairPoint’s Insurance Policies
unil] the holder of such Allowed Claim has exhausted all remedies with respect to such Insurance
Policy. To the extent that one or more of FairPoint’s Insurers agrees to satisfy in full a Claim (if
and to the extent adjudicated by a court of competent jurisdiction), then unmed;iately upon such
insurers’ agreement, such Claim may be expunged from the Claims register without a Claims
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objection having to be filed and without any further notice to or action, order or approval of the
Bankruptcy Court.

SECTION XI
EXECUTORY CONTRACTS AND UNEXPIRED LEASES
UNDER THE PLLAN

11.1  Assumption or Rejection of Executory Contracts and Unexpired Leases,

11.1.1 General.

Pursuant to sections 365(a) and 1123(b)(2) of the Bankruptey Code, all executory
contracts and unexpired leases that exist between FairPoint and any Person shall be deemed
assumed by FairPoint as of the Effective Date, except for any executory contract or unexpired
lease (a) that has been assumed or rejected pursuant to an order of the Bankruptcy Court entered
prior fo the Effective Date, (b) as to which a motion for approval of the assumption or rejection
of such executory contract or unexpired lease has been filed and served prior to the Effective
Date, or (c) that is specifically designated as a contract or lease to be rejected on Schedules
11.1{A) (executory contracts) or 11.1(B) (unexpired leases), which schedules shall be contained
in the Plan Supplement; provided, however, that FairPoint reserves the right, on or prior to the
Effective Date, to amend Schedules 11.1{A) and 11.1(B) to delete any executory contract or
unexpired lease therefrom or add any executory contract or unexpired lease thereto, in which
event such executory contract(s) or unexpired lease(s) shall be deemed to be either assumed or
rejected, respectively, as provided in such amended schedules, as of the Effective Date.
FairPoint shall provide notice of any amendments to Schedules 11.1(A) and/or 11.1(B) to the
parties to the executory contracts and unexpired leases affected thereby. The listing of'a
document on Schedules 11.1{A) or 11.1(B) shall not constitute an admission by FairPoint that
such document 1s an executory contract or an unexpired lease or that FairPoint has any liability
thereunder. For the purpose of the Plan, the various regulatory consent orders to which FairPoint
was a party with the MPUC, the VDPS and the NHPUC on the Petition Date shall not be deemed
to be executory contracts govemed by Section XI of the Plan.

11.2  Inclusiveness.

Unless otherwise specified on Schedules 11.1(A) or 11.1(B) of the Plan
Supplement, each executory contract and unexpired lease listed or to be listed therein shall
include any and all modifications, amendments, supplements, restatements or other agreements
made directly or indirectly by any agreement, instrument or other document that in any manner
affects such executory contract or unexpired lease and all executory contracts or unexpired leases
appurtenant to the premises thereof, including all easements, licenses, permits, rights, privileges,
immunities, options, rights of first refusal, powers, uses, usufructs, reciprocal easement
agreements, vaults, tunnel or bridge agreements or franchises and any other interests in real
estate or rights in rem related to the premises thereof, in each case, without regard to whether
such agreement, instrument or other document is listed on Schedules 1. 1{A) or 11.1(B) of the
Plan Supplement.
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1.3 Provisions Related to Cure Pavments and Rejection Damages.

11.3.1 Approval of Assumption and Rejection of Executory Contracts and
Unexpired Leases.

The Confirmation Order shall constitute an order of the Bankruptcy Court
approving the assumptions or rejections described in this Section 1.3 pursuant to sections 365
and 1123 of the Bankruptcy Code as of the Effective Date. Any counterparty to an executory
contract or unexpired lease that fails to object timely to the proposed assumption or rejection of
such executory contract or unexpired lease, inciuding objecting to the Cure amount designated
by FairPoint as payable in connection with an assumption, will be deemed to have consented to
such assumption or rejection and agreed to the specified Cure amount.

(a) Claims on Account of the Rejection of Executory Contracts or Unexpired Leases.

All proofs of Claims arising from the rejection of executory contracts or
unexpired leases pursuant to the Plan must be filed with the Bankruptcy Court and served upon
FairPoint or Reorganized FairPoint, as applicable, no later than thirty (30) days after the later of
(a) notice of entry of an order approving the rejection of such executory coniract or unexpired
lease, (b) notice of entry of the Confinmation Order and (c) notice of an amendment to the
schedule of rejected contracts.

Any Person that is required to file a proof of Claim arising from the rejection of
an executory coniract or an unexpired lease that fails to timely do so shall be forever barred,
estopped and enjoined from asserting such Claim, and such Claim shall not be enforceable,
against FairPoint or Reorganized FairPoint or the Estate and their respective properties, and
FairPoint and Reorganized FairPoint and the Estates and their respective properties shall be
forever discharged from any and all Liability with respect to such Claim unless otherwise
ordered by the Bankruptcy Court or as otherwise provided herein. All such Claims shall, as of
the Effective Date, be subject to permanent injunction.

b Procedures for Counterparties to Executory Contracts and Unexpired Leases
Assumed Pursuant to the Plan.

(1) (A) Any monetary defaults under each executory contract and unexpired
lease to be assumed pursuant to the Plan shall be satisfied, pursuant to section 365(b)(1) of the
Bankruptcy Code, by payment of the default amount in Cash on the Effective Date or as soon
thereafter as is practicable. At least twenty (20) days prior to the Confirmation Hearing,
FairPoint shall provide notices of proposed assumption and proposed Cure amounts to be sent to
applicable third parties, the Lender Steering Committee and the Creditors’ Committee. In the
event that FairPoint does not propose a Cure amount to be sent to the applicable third party, the
Cure amount for such third party’s executory contract or unexpired lease shall be deemed to be
zero dollars (30.00). Any objection by a counterparty to an executory contract or unexpired
lease to a proposed assumption or related Cure amount must be filed, served and actually
received by FairPoint at least ten (10) days prior to the Confirmation Hearing. Any counterparty
to an executory contract and unexpired lease that fails to object timely to the proposed
assurnption or Cure amount will be deemed to have assented to such matters.
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(B) In the event of a dispute regarding (1) the amount of any payments to
cure such a default, (2} the ability of Reorganized FairPoint or any assignee to provide “adequate
assurance of future performance” (within the meaning of section 365 of the Bankruptcy Code)
under the contract or lease to be assumed or (3) any other matter pertaining to assumption, the
Cure payments required by section 365(b)(1) of the Bankruptcy Code shall be made following
the entry of a Final Order or orders resolving the dispute and approving the assumption, unless
otherwise agreed between FairPoint or Reorgamized FairPoint, as the case may be, and the
counter party to such executory contract or unexpired lease. 1f any objection to Cure is sustained
by the Bankruptcy Court, FairPoint, in its sole option, may elect to reject such executory contract
or unexpired lease in lieu of assuming it.

(11) Notwithstanding Section 11.3.1{b)(i) above, to the extent (A) FairPoint is
a party to any contract, lease or other agreement providing for the purchase, by a third
party, of access to FairPoint's facilities or services, (B) any such agreement constitutes an
executory contract or unexpired lease and (C) such agreement (1) has not been assumed or
rejected pursuant to a Final Order of the Bankruptcy Court, (2) is not subject to a pending motion
for reconsideration or appeal of an order authorizing the assumption or rejection of such
executory contract or unexpired lease, (3) is not subject to a motion to assume or reject such
executory contract or unexpired lease filed on or prior to the Effective Date, or (4) is not
dentified for rejection on Schedules 11.1{A) or 11.1(B) of the Plan Supplement, then such
agreement wikl be assumed as of the Effective Date by FairPoint, in accordance with the
provisions and requirements of sections 365 of the Bankruptcy Code. No Cure shall be paid and
no other form of refund or billing credit shall be given in connection with the assumption of such
an agreement.

11.4 Indemnification Obligations.
Except as specifically set forth in Section 8.16 hereof, as of the Effective Date,
FairPoint and Reorganized FairPoint shall have ne continuing indemnification obligations under

any of its executory contracts.

11.5 Insurance Policies.

Unless specifically rejected by order of the Bankruptey Court, all of FairPoint’s
Insurance Policies which are executory, if any, and any agreements, decuments or instruments
relating thereto, shall be assumed under the Plan. Nothing contained in this Section 11.5 shall
constitute or be deemed a waiver of any Cause of Action that FairPoint or Reorganized
FairPoint, as applicable, may hold against any Person, including, without limitation, the Insurer,
under any of FairPoint’s Insurance Policies.

11.6 Benefit Plans.

Notwithstanding anything contained in the Plan to the contrary, unless rejected by
order of the Bankruptey Court, Reorganized FairPoint shall continue to honor, in the ordinary
course of business, the Benefit Plans of FairPoint, including Benefit Plans and programs subject
to sections 1114 and 1129(a)(13) of the Bankmptcy Code, entered into before or after the
Petition Date and not since terminated.
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i1.7 Retiree Benefits.

On and after the Effective Date, pursuant to section 1129(a)(13) of the
Bankruptcy Code, Reorganized FairPoint shall continue to pay all retiree benefits of FairPoint
{within the meaning of and subject to section 1114 of the Bankruptcy Code) for the duration of
the period for which the FairPeint entities had obligated themselves to provide such benefits and
subject to the right of Reorganized FairPoint to modify or terminate such retiree benefits in
accordance with the terms thereof.

11.8  Amended Collective Bargaining Agreements.

On the Effective Date, the collective bargaining agreements by and between
Northern New England Telephone Operations LLC and Telephone Operating Company of
Vermont LLC (the two companies doing business as FairPoint Communications) and
International Brotherhood of Electrical Workers, AFL-CIO Locals 2320, 2326, and 2327 and
Communications Workers of America, AFL-CIO shall be deemed automatically assumed, as
amended by the Labor MOU.

SECTION XII
CONDITIONS PRECEDENT TO THE EFFECTIVE DATE

12.1  Conditions Precedent to Effectiveness.

The Effective Date shall not occur and the Plan shall not become effective unless
and until the following conditions are satisfied in full or waived in accordance with Section 12.2
of this Plan:

(a) the terms of the Plan, the Disclosure Statement and the Plan Supplement shall be
reasonably satisfactory to the Lender Steering Committee;

(b) the Banlkruptcy Court shall have entered the Confirmation Order which shall have
become a Final Order;

(c) the treatment of inter-company claims and the assumption of post-reorganization
operating contracts shall be reasonably satisfactory to the Lender Steering Committee;

(d) the conditions precedent to the effectiveness of the New Revolver shall have been
satisfied or waived by the parties thereto and Reorganized FairPoint shall have access to funding
under the New Revolver;

{e) the conditions precedent to the effectiveness of the New Term Loan shall have
been satistied or waived by the parties thereto;

(f) all actions and ali agreements, instruments or other documents necessary to
implement the terms and provisions of the Plan are effected or executed and delivered, as
applicable and shall be reasonably acceptable to the Lender Steering Committee;
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(g) all authorizations, consents and regulatory approvals, rulings, letters, no-action
letters, opinions or documents, if any, that are necessary to implement the Plan or that are
required by FairPoint or applicable law, regulation or order, in connection with the
consummation of the Plan shall have been obtained and not revoked (including any approvals
required by the Regulatory Settlements);

(h) the Labor MOU shall have been ratitied by the applicable union membership; and

(1) applicable regulatory approvals from the Federal Communications Commission
and from state regulatory authorities in certain states in which it operates, including the approval
of the change of control applications and the related Reguiatory Settlements, shall have been
obtained or FairPoint shall have obtained a ruling from the Bankruptey Court to the effect that

the state regulations requiring such regulatory approvals are pre-empted by the Bankruptey
Code.

12.2  Waiver of Conditions.

Each of the conditions precedent in Section 12.1 hereof may be waived, in whole
or in part, by FairPoint, except with respect to the conditions precedent set forth in Sections 12.1
(a), (b), (c), (&), (f), (g), (h) and (i) which shall require the consent of the Lender Steering
Committee (such consent not to be unreasonably withheld, conditioned or delayed). Any such
waivers may be effected at any time, without notice, without leave or order of the Bankruptcy
Court and without any formal action on the part of the Bankrptcy Court.

12.3  Satisfaction of Conditions.

Except as expressly provided or permitted in the Plan, any actions required to be |
talken on the Effective Date shall take place and shall be deemed to have occurred
simultaneously, and no such action shall be deemed to have occurred prior fo the taking of any
other such action. In the event that one or more of the conditions specified in Section 12.]
hereof shall have not occurred or otherwise been waived pursuant to Section 12.2 hereof, (a) the
Confirmation Order shall be vacated, (b) FairPoint and all holders of Claims and interests,
including any Equity Interests, shall be restored to the status quo ante as of the day immediately
preceding the Confirmation Date as though the Confirmation Date never occurred and
{c) FairPoint’s obligations with respect to Claims and Equity Interests shall remain unchanged
and nothing contained herein shall constitute or be deemed a waiver or release of any Claims or
Equity Interests by or against FairPoint or any other Person or to prejudice in any manner the
rights of FairPoint or any Person in any further proceedings involving FairPoint.

SECTION XI1I
EFFECT OF CONFIRMATION

13.1 Binding Effect.

Subject to the occurrence of the Effective Date, on and after the Confirmation
Date, the provisions of the Plan shall bind any holder of a Claim against, or Equity Interest in,
FairPoint and such holder’s respective successors and assigns, whether or not the Claim or
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Equity Interest of such holder is Impaired under the Plan, whether or not such holder has
accepted the Plan and whether or not such holder is entitled to a Distribution under the Plan.

13.2  Discharge of Claims and Termination of Old FairPoint Equity Interests.

Except as provided in the Plan, the rights afforded in and the payments and
Distributions to be made under the Plan shall terminate all Old FairPoint Equity Interests and
shall discharge all existing Liabilities and Claims of any kind, nature or description whatsoever
against or in FairPoint or any of its assets or properties to the fullest extent permitted by section
1141 of the Bankruptcy Code. Except as provided in the Plan, on the Effective Date, all existing
Claims against FairPoint and Old FairPoint Equity Interests shall be, and shall be deemed to be,
released, terminated, extinguished and discharged, and all holders of such Claims and Old
FairPoint Equity Interests shall be precluded and enjoined from asserting against Reorganized
FairPoint, their successors and assigns and any of their respective assets or properties, any other
or further Claim or Old FairPoint Equity Interests based upon any act or omission, transaction or
other activity of any kind or nature that occurred prior to the Effective Date, whether or not such
holder has filed a proof of Claim or proof of interest and whether or not the facts or legal bases
therefore were known or existed prior to the Effective Date.

13.3  Discharge of Debtors.

On the Effective Date, in consideration of the Distributions to be made under the
Plan and except as otherwise expressly provided in the Plan, each holder (as well as any trustees
and agents on behalf of each holder) of a Claim or Old FairPoint Equity Interest and any
Affiliate of such holder shall be deemed to have forever waived, released and discharged
FairPoint, to the fullest extent permitted by section 1141 of the Bankruptcy Code, of and from
any and all Claims, Old FairPoint Equity Interests, rights and Liabilities that arose prior to the
Effective Date. Upon the Effective Date, all such Persons shall be forever precluded and
enjoined, pursuant to section 524 of the Bankraptcy Code, from prosecuting or asserting any
such discharged Claim against, or terminated Old FairPoint Equity Interest in, FairPoint.

13.4 Reservation of Causes of Action/Reservation of Rights.

Except with respect to the Released Parties, nothing contained in the Plan shall be
deemed to be a waiver or the relinquishment of any Causes of Action that FairPoint or
Reorganized FairPoint, as applicable, may have or may choose to assert against any Person.

SECTION X1V
EXCULPATION, RELEASE, INJUNCTION
AND RELATED PROVISIONS

141 Exculpation.

None of FairPoint, the Debtors-in-Possession, the Reorganized Debtors, and the
other Released Parties shall have or incur any liability for any Claim, Cause of Action or other
assertion of Liability for any act taken or omitted to be taken in connection with, relating to or
arising out of the Chapter 11 Cases, the formulation, dissemination, implementation, approval,
confinmation, consummation or administration of the Plan, property to be distributed under the
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Plan or any other act or omission in connection with, relating to or arising out of the Chapter 11
Cases, the Plan, the Disclosure Staternent or any congract, instrument, document or other
agreement related thereto; provided, however, that the foregoing shall not affect the Liability of
any Person resulting from any such act or omission to the extent such act or omission is
determined by a Final Order to have constituted willful misconduct. This exculpation shall be in
addition to, and not in limitation of, all other releases, indemnities, discharges and any other
applicable law or rules protecting such Persons from liability.

14.2  Releases.

Effective as of the date the Plan is confirmed, but subject to the occurrence of
the Effective Date, and in consideration of the services of the Released Parties, to the fullest
extent permissible under applicable law, as such Iaw may be extended or interpreted
subsequent to the Effective Date, FairPoint, their respective Estates, Reorganized FairPoint
and each Person who, directly or indirectly, has held, holds, or may hold Claims or Old
FairPoint Equity Interest shall release, waive and discharge unconditionally and forever
each of the Released Parties from any and all Claims, Causes of Action and Liabilities
whatsoever (including those arising under the Bankruptcy Code), whether known or
unknown, foreseen or unforeseen, existing or hereinafter arising in law, equity, or
otherwise, based in whole or in part on any act, omission, transaction, event or other
occurrence: (a) taking place before the Petition Date in connection with or relating to
FairPoint; and (b) in connection with, related to, or arising out of FairPoint’s Chapter 11
Cases, the pursuit of confirmation of the Plan, the consummation thereof, the
administration thereof or the property to be distributed thereunder; provided, that the
foregoing shall not operate as a waiver of or release from any Causes of Action resuling
from the willful misconduct of any Released Party; provided further, that solely with respect
to any Person (other than FairPoint, their respective Estates, or Reorganized FairPoint)
who does not vote to accept the Plan or who is not deemed to have accepted the Plan, the
release by such Person of any of the Released Parties shall be solely to the extent that such
Released Party would have a pre-Effective Date indemnification claim against FairPoint;
provided further, that (i) the foregoing releases will not apply to obligations arising under
the Plan, and (ii} the foregoing releases will not be construed to prohibit a party in interest
from seeking to enforce the terms of the Plan.

143  Avoidance Actions/Objections.

Other than any releases granted herein, by the Confirmation Order or by Final
Order of the Bankruptey Court, as applicable, from and after the Effective Date, Reorganized
FairPoint shall have the right to prosecute any and all avoidance or equitable subordination
actions, recovery Causes of Action and objections to Claims under sections 105, 502, 510, 542
through 551, and 553 of the Bankruptcy Code that belong to FairPoint or a Debtor-in-Possession.

14.4  Injunction or Stay.

From and after the Effective Date, all Persons shall be permanently enjoined
from commencing or continuing in any manner against FairPoint or Reorganized
FairPoint, their successors and assigns, and their assets and properties, as the case may be,
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any suit, action or other proceeding, on account of or respecting any Claim, Liability,
Cause of Action, interest or remedy released or to be released pursuant to the Plan or the
order confirming the Plan.

Except as otherwise expressly provided for in the Plan, from and after the
Effective Date, all Persons shall be precluded from asserting against FairPoint, the
Debtors-in-Possession, FairPoint’s Estates, Reorganized FairPoint, the Released Parties,
and their respective assets and properties, any other Claims or Equity Interests in
connection with, relating to or arising out of any documents, instruments, or any act or
omission, transaction or other activity of any kind or nature relating to FairPoint that
occurred before the Effective Date.

The rights afforded in the Plan and the treatment of all Claims and Equity
Interests therein shall be in exchange for and in complete satistaction of all Claims and
Equity Interests of any nature whatsoever, including, without limitation, any interest
accrued on Claims from and after the Petition Date, against FairPoint or any of their
respective assefs, properties or Estates. On the Effective Date, all such Claims against, and
Equity Interests in, FairPoint shall be fully released and discharged.

SECTION XV
RETENTION OF JURISDICTION

The Bankruptcy Court shall have exclusive jurisdiction of all matters in
connection with, arising out of or related to the Chapter 11 Cases and the Plan pursuant to, and

for the purposes of, sections 105(a) and 1142 of the Bankruptey Code, including, without
limitation, to:

(a) hear and determine pending apptications for the assumption or rejection of

executory contracts or unexpired leases and the allowance of Cure amounts and Ciaims resulting
therefrom;

(b) determine any and all adversary proceedings, applications and contested matters;

(c) hear and determine all applications for compensation and reimbursement of
expenses under sections 330, 331 and 503(b) of the Bankruptcy Code;

(d) hear and determine any tumely objections to, or requests for estimation of
Disputed Admuinistrative Expense Claims and Disputed Claims, in whole or in part;

(e) enter and implement such orders as may be appropriate in the event the
Confirmation Order is for any reason stayed, revoked, modified or vacated;

() issue such orders in aid of execution of the Plan, to the extent authorized by
section 1142 of the Bankruptcy Code;

(g) consider any amendments to or modifications of the Plan or to cure any defect or
omission, or reconcile any inconsistency, in any order of the Bankruptcy Court, including,
without lumitatien, the Confirmation Order;
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() hear and determine disputes or issues arising in connection with the interpretation,
implementation or enforcement of the Plan, the Confirmation Order, any transactions or
payments contemplated hereby or thereby, any agreement, instrument, or other document
governing or relating to any of the foregoing or any settiement approved by the Bankruptcy
Court; provided, however, that any dispute arising under or in connection with the New Term
Loan and the New Revolver shall be determined in accordance with the governing law
designated by the applicable documents;

{1 hear and determine matters concerning state, local and federal taxes in accordance
with sections 346, 505 and 1146 of the Bankruptey Code (including, without limitation, any
request by FairPoint), prior to the Effective Date or request by Reorganized FairPoint after the
Effective Date for an expedited determination of tax issues under section 505(b) of the
Bankruptcy Code;

(1) hear and determine all disputes involving the existence, scope and nature of the
discharges granted under the Plan, the Confirmation Order or the Bankruptcy Code;

(k) issue injunctions and effect any other actions that may be necessary or appropriate
to restrain interference by any Person with the consummation, implementation or enforcement of

the Plan, the Confirmation Order or any other order of the Bankruptcy Court;

{H determine such other matters and for such other purposes as may be provided in
the Confirmation Order;

(m)  hear and determine any rights, Claims or Causes of Action held by or accruing to
FairPoint pursuant to the Bankruptey Code or pursuant to any federal or state statute or legal
theory;

{n) recover all assets of FairPoint and property of FairPoint’s Estates, wherever
located;

(@) enter a final decree closing the Chapter 11 Cases; and
{r hear any other matter not inconsistent with the Bankruptcy Code.

SECTION XVI
MISCELLANEQUS PROVISIONS

16.1 Effectuating Documents and Further Transactions.

On or before the Effective Date, and without the need for any further order or
authority, FairPoint shalt file with the Bankruptcy Court or execute, as appropriate, such
agreements and other documents as may be necessary or appropriate to effectuate and further
evidence the terms and conditions of the Plan. Reorganized FairPoint is authorized to execute,
deliver, file, or record such contracts, instruments, releases, indentures and other agreements or
documents and take such actions as may be necessary or appropriate to effectuate and further
evidence the terms and conditions of the Plan and any securities issued pursuant to the Plan.
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16.2  Withhelding and Reporting Requirements.

In connection with the Plan and all instruments issued in connection therewith and
distributed with respect thereto, any party issuing any instrument or making any Distribution
under the Plan shall comply with all applicable withholding and reporting requirements imposed
by any federal, state or local taxing authority, and ali Distributions under the Plan shall be
subject to any such withholding or reporting requirements. Notwithstanding the above, each
holder of an Allowed Clairn that is to receive a Distribution under the Plan shall have the sole
and exclusive responsibility for the satisfaction and payment of any tax obligations imposed on
such holder by any governmental unit, including income, withholding and other tax obligations,
on account of such Distribution. Any party issuing any instrument or making any Distribution
under the Plan has the right, but not the obligation, to refrain from making a Distribution until

such holder has made arrangements satisfactory to such issuing or disbursing party for payment
of any such tax obligations.

16.3 Corporate Action.

On the Effective Date, all matters provided for under the Plan that would
otherwise require approval of the managers or directors of one or more of FairPoint’s entities or
Reorganized FairPoint, as the case may be, shall be in effect from and after the Effective Date
pursuant to the applicable general business law of the states in which FairPoint or Reorganized
FairPoint is incorporated or organized, without any requirement of further action by the
managers or directors of FairPoint or Reorganized FairPoint. On the Effective Date, or as soon
thereafter as is reasonably practicable, Reorganized FairPoint shall, if required, file its amended
articles of organization or certificates of incorporation, as the case may be, with the Secretary of
State of the state in which each such Person is (or shall be) organized, in accordance with the
applicable general business law of each such jurisdiction.

16.4 Modification of Plan.

Alterations, amendments or modifications of or to the Plan may be proposed in
writing by FairPoint at any time prior to the Confirmation Date; provided, that the Plan, as
altered, amended or modified, satisfies the conditions of sections 1122 and 1123 of the
Bankruptcy Code and FairPoint has complied with section 1125 of the Bankruptcy Code. The
Plan may be altered, amended or modified at any time after the Confirmation Date and before
substantial consummation; provided, that the Plan, as altered, amended or modified, satisfies the
requirements of sections 1122 and 1123 of the Bankruptcy Code, and the Bankruptey Court, after
notice and a hearing, confirms the Plan, as altered, amended or modified, under section 1129 of
the Bankruptcy Code and the circumstances warrant such alterations, amendments or
modifications. A holder of a Claim that has accepted the Plan prior to any alteration, amendment
or modification will be deemed to have accepted the Plan, as altered, amended or modified, if the
proposed alteration, amendment or modification does not materiaily and adversely change the
treatment of the holders of the Claims and subject to the consent of the Lender Steering
Committee to any alteration, amendment or modification, which consent shall not be
unreasonably withheld.
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Prior to the Effective Date, FairPoint may make appropriate technical adjustments
and modifications to the Plan without further order or approval of the Bankruptey Court,
provided that such technical adjustments and modifications do not materially change the
treatment of holders of Claims or Equity Interests.

16.5 Revocation or Withdrawai of the Plan.

FairPoint reserves the right to revoke or withdraw the Plan prior to the
Confirmation Date. Subject to the foregoing sentence, if FairPoint revokes or withdraws the
Plan prior to the Confirmation Date, then the Plan shall be deemed null and void. In such event,
nothing contained herein shall constitute or be deemed a waiver or release of any Claims or
Equity Interests by or against FairPoint or any other Person or to prejudice in any manner the
rights of FairPoint or any Person in any further proceedings involving FairPoint.

6.6 Plan Supplement.

The Plan Supplement and the documents contained therein shail be filed with the
Bankruptey Court no later than five (5) Business Days before the deadline for voting to accept or
reject the Plan; provided, that the documents included therein may thereafter be amended and
supplemented, prior to execution, so long as such amendment or supplement does not materially
and adversely change the treatment of holders of Claims and subject to the consent of the Lender
Steering Committee to any amendment or supplement, which consent shall not be unreasonably
withheld. The Plan Supplement and the documents contained therein are incorporated into and
made a part of the Plan as if set forth in full herein.

16.7 Payment of Statutory Fees.

On or before the Effective Date, all fees payable under section 1930 of chapter
123 of title 28 of the United States Code shall be paid in Cash. Following the Effective Date, ali
such fees shall be paid by the applicable entity included in the definition of
“Reorganized FairPoint” until the earlier of the conversion or dismissal of the applicable Chapter
11 Case under section 1112 of the Bankruptey Code, or the closing of the applicable Chapter 11
Case pursuant to section 350(a) of the Bankruptcy Code.

16.8 Exemption from Transfer Taxes.

Pursuant to section 1146(a) of the Bankruptey Code, the issuance, transfer or
exchange of notes or equity securities under or in connection with the Plan, the creation of any
mortgage, deed of trust or other security interest, the making or assighment of any lease or
sublease or the making or delivery of any deed or other instrument of transfer under, in
furtherance of, or in connection with the Plan, including, without limitation, the issuance of the
New Common Stock, any merger agreemenis or agreements of consolidation, deeds, bills of sale
or assignments executed in connection with any of the transactions contemplated under the Plan
shall not be subject to any stamp, real estate transfer, morigage recording or other similar tax.
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16.9  Expedited Tax Determination.

FairPoint and Reorganized FairPoint is authorized to request an expedited
determination of taxes under section 505(b) of the Bankruptcy Code for any or all returns fited
for, or on behalf of, FairPoint for any and all taxable periods (or portions thercof) ending after
the Petition Date through and including the Effective Date.

16.10 Exhibits/Schedules.

All exhibits and schedules to the Plan, including the Plan Supplement, are
incorporated into and are a part of the Plan as if set forth in full herein.

16.11 Substantial Consummation.

On the Effective Date, the Plan shall be deemed to be substantially consummated
under sections 1101 and 1127(b) of the Bankruptcy Code.

16.12 Severability of Plan Provisions.

In the event that, prior to the Confinmation Date, any term or provision of the Plan
is held by the Bankruptcy Court to be invalid, void or unenforceable, the Bankruptcy Court shall,
at the request of FairPoint, have the power to alter and interpret such term or provision to make it
valid or enforceable to the maximum extent practicable, consistent with the original purpose of
the term or provision held to be invalid, void or unenforceable, and such term or provision shail
then be applicable as altered or interpreted. Notwithstanding any such holding, alteration or
interpretation, the remainder of the terms and provisions of the Plan shall remain in full force and
effect and shall in no way be affected, impaired or invalidated by such holding, alteration or
interpretation. The Confirmation Order shali constitute a judicial determination and shall
provide that each term and provision of the Plan, as it may have been altered or interpreted in
accordance with the foregoing, is valid and enforceable in accordance with its terms.

16.13 Goveming Law.

Except to the extent that the Bankruptcy Code or other federal law is applicable,
or to the extent an exhibit to the Plan or Plan Supplement provides otherwise (in which case the
governing law specified therein shall be applicable to such exhibtt), the rights, duties, and
obligations arising under the Plan shall be governed by, and construed and enforced in
accordance with, the laws of the State of New York without giving effect to its principles of
conflict of law.

16.14 Conflicts.

Except as set forth in this Plan, to the extent that any provision of the Disclosure
Statement conflicts with or is in any way inconsistent with any provision of the Plan, the Plan
shall govern and control.
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16.15 Reservation of Rights.

If the Plan is not confirmed by a Final Order, or if the Plan is confirmed and does
not become effective, the rights of all parties in interest in the Chapter 11 Cases are and will be
reserved in full. Any concessions or setttements reflected herein, if any, are made for purposes
of the Plan only, and if the Plan does not become effective, no party in interest in the Chapter 11
Cases shall be bound or deemed prejudiced by any such concession or settlement.

16.16 Notices.

Al notices, requests and demands to or upon FairPoint must be in writing
(including by facsimile transmission) to be effective and, unless otherwise expressly provided
under the Plan, will be deemed to have been duly given or made when actually delivered or, in
the case of notice by facsimile transmission, when received during the normal business hours of
FairPoint Communications (otherwise any such notice shall be deemed to have been received on
the next Business Day) and telephonically confirmed, addressed as follows:

FAIRPOINT COMMUNICATIONS, INC.

521 E. Morehead Street, Ste. 500

Charlotte, NC 28202

Telephone: (704) 344-8150

Facsimile: (704) 344-1594

Attn:  Susan L. Sowell, Esq., Vice President and
Assistant General Counsel

with a copy to;
On behalf of FairPoint

PAUL, HASTINGS, JANOFSKY & WALKER LLP
75 East 55th Street

New York, New York 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

Attn:  Luc A. Despins, Esq.

Attn:  James T. Grogan, Esg.

with a copy to:

On behalf of the Administrative Agent for FairPoint’s prepetition secured
lenders:

KAYE SCHOLER L1LP

425 Park Avenue

New York, New Yorl 10022-3598
Telephone: (212) 836-8000
Facsimile: (212) 836-8689
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Attn:  Margot B. Schonholtz, Esqg.
Atin:  Nicholas J. Cremona, Esq.

[Signature Page Follows)
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Dated: February 11, 2010

Respectfully submitted,

FairPoint Communications, Inc.
(on behalf of itself and the other Debtors and Debtors-in-
Possession)

By: /s/ Shirley J. Linn, Esq.
Name: Shirley J. Linn, Esq.
Title: Executive Vice President and General Counsel

[Signature Page to FairPoint Plan of Reorganization]
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ASENUMBE

C & £ COMMUNICATIONS. LTD,

08-15333-BAL

BERKSHIRE NEW YORK ACCESS, INC.

09-16334-BRL

FAIRPOINT COMMUNICATIONS, INC.

08-16335-BRL

BE MOBILE COMMUNICATIONS, INCORPORATED

09-16336-BRL

BENTLEYVILLE COMMUNICATIONS CORPORATION

09-16337-BRL

BERKSHIRE CABLE CORP.

09-16338-BRL

BERKSHIRE CELLULAR, INC.

09-163358-BRL

BERKSHIRE NET, INC.

09-16340-BRL

BERKSHIRE TELEPHONE CORPORATION

09-16341-BRL

BIG SANDY TELECOM, ING.

09-16342-BRL

BLUESTEM TELEPHONE COMPANY

09-16343-BRL

COLUMBINE TELECOM COMPANY

09-16344-BRL

COMERCO, INC,

09-16345-BRL

COMMTEL COMMUNICATIONS INC.

09-18346-BRL

COMMUNITY SERVICE TELEPHONE CO.

09-16347-BRL

EL PASO LONG DISTANCE COMPANY

09-16348-BRL

ENHANCED COMMUNICATIONS OF NORTHERN NEW ENGLAND INC.

09-16349-BRL

EXOP OF MISSOURY, INC,

09-16350-BRL

FAIRPOINT BROADBAND, INC.

09-16351-BRL

FAIRPOINT CARRIER SERVICES, ING.

09-16352-BRL

FAIRPCINT COMMUNICATIONS MISSOURI, INC.

08-16353-BRL

FAIRPOINT COMMUNICATIONS SOLUTIONS CORP. ~ NEW YORK

09-16354-BRL

FAIRPOINT COMMUNICATIONS SOLUTIONS CORP. — VIRGINIA

09-16355-BRL

FAIRPOINT LOGISTICS, INC.

08-16356-BRL

FAIRPOINT VERMONT, INC.

09-16357-BRL

FREMONT BROADBAND, LLT

09-16358-BRL

FREMONT TELCOM CO.

09-16359-BRL

GTC COMMUNICATIONS, INC.

08-16360-BRL

YCOM NETWORKS, INC.

09-16361-BRL

UNITE COMMUNICATIONS SYSTEMS, INC.

09-16362-BRL

THE EL PASO TELEPHONE COMPANY

09-16363-BRIL.

ODIN TELEPHONE EXCHANGE, iNC.

09-16364-BRL

NORTHERN NEW ENGLAND TELEPHONE OPERATIONS LLC

09-16365-BRL

MJD SERVICES CORP.

09-16366-BRL

GTC FINANCE CORPORATION

089-16367-BRL

GTC, INC.

09-16368-BRL

PEOPLES MUTUAL LONG DISTANCE COMPANY

09-16365-BRL

PEOPLES MUTUAL SERVICES COMPANY

09-18370-BRL

PEOPLES MUTUAL TELEPHONE COMPANY

09-16371-BRL

RAVENSWOOD COMMUNICATIONS, INC.

09-16372-BRL

YATES CITY TELEPHONE COMPANY

09-16373-BRL

CHOUTEAU TELEPHONE COMPANY

09-16374-BRL

CHAUTAUQUA AND ERJE TELEPHONE CORPORATION

09-16375-BRL

CHINA TELEPHONE COMPANY

09-16376-BRL

GITCO SALES, INC.

08-16377-BRL

GIT-CELL, INC.

08-16378-BRL

GERMANTOWN LONG DISTANCE COMPANY

09-16379-BRL

FRETEL COMMUNICATIONS, LLC

09-16380-BRL

ELLTEL LONG DISTANCE CORP.

09-16381-BRL

ELLENSBURG TELERPHONE COMPANY

09-16382-BRL

C-R TELEPHONE COMPANY

09-16384-BRL

C-R LONG DISTANCE, INC.

09-16386-BRL

C-R COMMUNICATIONS, INC,

09-16387-BRL

MAINE TELEPHONE COMPANY

09-16388-BRL

SUNFLOWER TELEPHONE COMPANY, INC.

09-16388-BRL

MARIANNA AND SCENERY HILL TELEPHONE COMPANY

09-16391-BRL

MARIANNA TEL. iNC.

09-16392-BRL

STANDISH TELEPHONE COMPANY

09-16394-BRL

ST LONG DISTANCE, INC.

09-16395-BRL

57T ENTERPRISES, LTD.

09-16397-BRL

ST COMPUTER RESOURCES, INC.

(9-16398-BRL

SIDNEY TELEPHONE COMPANY

08-16389-BRL

UTILITIES, INC.

08-16400-BRL

TELEPHONE SERVICE COMPANY

08-15401-BRL

MJD VENTURES, INC.

00-16402-BR1L.

[Exhibit A to FairPoint Plan of Reorganization]
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NORTHLAND TELEPHONE COMPANY OF MAINE, INC.

09-16404-BRL

THE ORWELL TELEPHONE COMPANY

08-16405-BRL

QUALITY ONE TECHNOLOGIES, INC,

08-16406-BRL

TACONIC TECHNOLCGY CORP.

06-16407-BRL

TACONIC TELCOM CORP.

09-16408-BRL

TACONIC TELEPHONE CORP.

09-16409-BRL

TELEPHONE OPERATING COMPANY OF VERMONT LEC

09-16410-BRL

ORWELL COMMUNICATIONS, INC.

09-16411-BRL

THE COLUMBUS GROVE TELEPHONE COMPANY

09-16412-BRL

THE GERMANTOWN INDEPENDENT TELEPHONE COMPANY

08-16413-BRL

Ul COMMUNICATIONS, INC.

02-16414-BRL

U LONG DISTANCE, INC.

09-16415-BRL

U TELECOM, INC.

09-16416-BRL

ST. JOE COMMUNICATIONS, INC.

09-16423-BRL

CHAUTAUQUA & ERIE COMMUNICATIONS, INC.

09-16424-BRL

[Exhibit A to FairPoint Plan of Reorganization]
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2016 MEMORANDUM OF UNDERSTANDING
o BEIWELN o
NORTHERN NEW ENGLAND TELEPHONE OPERATIONS LLC
AND
TELEPHONE OPERATING COMPANY OF VERMONT LLC, THE TWQ COMPANIES
D/B/A
FAIRPOINT COMMUNICATIONS
: AND
INFERNAFIONAL BROTHERHOOD OF ELECTRICAL WORKERS, A¥L-CIO
LOCALS 2320,2326; and 2327
AND
CONMMUNICATIONS WORKERS OF AMERICA, AFL-CIO

This:Memerandum of Understanding (“MOU'} is agreed to by and between the dbdve:numed Corfpanies
(ligreit (he ™ Coinpany” or “Conipiities,” ascontext reduires) and the International Brathechood of Electrical
Workers iecaf-s 4330, 2926, and 2327 end Comanunications Workers-of America AFL-CIO (hersinafier the
“Uniont”") with Iés;pe”t;_iilo the foliowi ﬁg'chang_a‘si in tlie-existing colleciive bargaining agiceiients, Unless noted
specificaliy int this MOU, all other provisions of the existing agreements Temain in force.
L WAGES

Tiie schednle-of wage increases for the term of this Apréement shall e amended a3 follows:

Effective Diti Percentage Tucrease Applied to; ' '

Sunday, 8%11 % all-steps of the basic wage schedules
- Sunday, 8/5/12 . all steps of the basic wage schedules
- Sunday, 8/4/13 3% all steps:of the basic wage schedules

1. COST OR-LIVING ADJUSTMENT (EXHIBIT G3)
Seciion 1 of Exdulbit G3 shall be amended as follows:

Effective Augnst 7, 2011 and-August 5; 2012 and-August 4, 2013, adjustments will be made i basic \seekly Tatesin
éach wage schediile in accordangs Witk the following:

@ theamoint of the  August 7, 2041 adiusticent shall be: (i) gne-half 6f the Increase.abdve Tour
percent. (4 (%) in'the "CPI-W" {1982-84 = 100) for May- 201 1 over My 2009, apphed to’
(i) the scheduled rates.in effect In each wage-schedule.on August 8, 2010, (ii1) rousided to
the niearést 50 cents:

¥  the amount of the August 5, 2012 adjustment shall ber (i) one-half.of the increase above:two
percsat (2.026) int the “CPI-W" (1982-84 == 109) for May 2012 over May 2011, applied to-
{i1) the schéduled rates in éffect in each wage schedilé.on Augist 7, 2011, (fii) roundéd fo
“{he nedrest 50 cents.




() ‘the:amount of the August 4, 2013 adjustment shall be: (f)-ofe-hallof the inciease above 4550]
‘percent (2.0%) in the "CPI W (198284 = 100) for May 2013 pver My, 3612, applied to
(ii) the scheduled ¥ates in-effect it cach wage sehieduls on August 5 2012, i) ronnded fo
thie nearest 50 cenfs.

. CORPORATE PROFITSHARING (CPS) PLAN
The Corporale Profit Sidrhig Plan provision shall bie-deléted in its-eiitirety aiid replaced iith the following:

Séction 1. Plain Purpose; The Corporate Profit Sharing Blan (*CPS”}is designed to enconrage and

reward eniployees for théir contribufion to Compaiy prafits.

Section 2. Plan’Yearg, The €PS will provide awatds for results in calendar years 2010, 2011,
2012, and 2013 withawards payable in 2011, 2012, 2013, and 2014: IFearned, CPS Plan
Distributions will be-made For the filll calendar-yedr 2010, payatile i 2011, desgite the
fact ihat the amsrdinents 1o tie CPS Plan b this MOU may niot become effective until 3
date:afer Janvary. 1, 2010,

Section 3, Eligitilify.

(@) Ehgﬂ)la Employecs. Fuil-time.and part-time’ rcgular andTemporazy
_ employees who are-on the payrcll for at }east 90 ddys dunngan-appl:cablc Blan
rible Xl

0 unt i the empfoyee is ‘lcu»ely parﬂcxpm:ng ot !hc fi rst day of me
calsndar mignth;

() ‘Protation for Parg-Tivie Ejuployees. CPS Distribntion-for-each eligible
parttime employee will'be prorated asa percent of the.nermal workweek: for a
fultinte employee in the-sarie title.

Section 4, Time Worked and Leaves of Absence. Thefotlowing will count 46 finte on the payrail
for CBS Distribitions:

6] Absence stiributable 1o approved sickness or accident disability up 1o accrued
FMLA leave:

) Départmenital deave (up-to 30 days)
© Time that an empiloyee is eligible to receive pay for Military Leave.
)] Up to 30 days for Anticipated Disability Leave and Clild Care Jeave combined,

CHAREOTTE23372v1 2
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Section 5.

Seciton 6,

@

£

(e) Up 19.30 days for any other approved ledve.

Arieniiployes shiall ict lose cligibility if, on December 31 of {he:applicable Plan Year, the

employee:is absent for-one of {he reasons stated in'(@) trough (¢ abovs.

Separations, A emiployes who is athicwise eligible ford CPS Distribiiticiy wilt hotlose
eligibility due to.the followi mg separations (§0.16ng as the eiploves has apesiod-of at
tedst 90 days ofactive paricipation.dring ie Plan Yeary:

@ Retirement
) Separation dute to foree surplus

©) Transfér (of a quitfhite, with & break ot excaeditng 30 days o dngther
compatly HS partieipatés i this Plar 6f i 4n aﬂihated company witha
cilleatively basgained Carporate profit shiaring plan that ig substantially similar
10 this Flan; and the employee is on the payrollof such company on December
31 .of the sime year

(d}  Diithof theeriployes

{c) Promption {6 marnagenient, and the smployee is oithe payroll of 11
comipany in whichhie or sheds employed g & fudfger on Deéceitiber 31 of the
SAME ¥ear

Axi.employee who is separated from the:active payroll for the dbove-seasons will
recéivea CPS distribution that shill:be piofitett 33 destribed in Section 3.

CPS Distribution Caleatations.

Staudard Avward, The CPS Distribuition shatl ‘oe 45 Tollows:

CED STT MBASURES CEO STT pERFomANCB
PEREORMANCE | PERCENTAGE

®)

CHARLOTTE23372v]

MAXIMUM 150% 40%
140% 3k
150% 38%
120% 2.2%
110% 16%
PLAN 100% L%
THRESHOLD 0% 0.5%.
BELOW THRESHOLD 0% 0.0%

Perfirmance Percetitage. The aciual CPS Distributicn fiex ehgﬂﬂe employee
wiil bs calculated by multiplying the eligible employee’s aniual earnings by n
"Performance Percentage” fot the Plan Year. The. "Pesformance Perceptags”
shall bé based on the CEQ STI Performance percentage that is applicable fo the
shoxt-terin arinval ¢ash incentive award ({lic "STI" award). pay’sb]c for hat
perforianice yeat to ths. Chief Exgcutive, Officer(s):of FairPoint
Conimunications (the "CEO"). Awards will be mtcrpelaled ogt:the scale above.
For exampIe if the CEO STI Performance is'équal to 105%, lig performance
would by %:of ihe spread between 100% and . 110%, Applying % to the
carmpondmg spread between 1% and 1.6%:in Performance Percentage would
resut it a payont of 1.3%,
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Section 7,

Section 8.

Section %

CHARLOTTE23372vi

Excepfions; No exceptions will apply, exceptin t the circurmsiance where the
Boatd of Directors approves payient under fiie pidnagement plan torall
mahagement plan participants ata level that otherwise was not earned. In such
circumstanves; €ligible employees nnder the Union CPS plan will be trcated
smu}aﬂy

Informiation Requests. The Company agree§ to provide to the Uiuon nporzeqiest
publicty disclosed inforration about the S1T compensation ¢f tlis CEO: The Company
will also provide Lo tie Union 2 SUNmALY of ilie fotdl CPS distribiition paymentssvhich
shipible employees. received under the plan. This information will be provided 2s §oon as
practical’followingthe end of thePlun Year!

Baynentof GRS Distributions. CRS Distribulions; when eamed, will big paid by
separate payroll sepittance. (EFI‘ orclietk) not ater-than Maich 130 of the vear
miediately folloiving thePlan Year; For eli gible emyployees ivhio are no longer

ployed at tlie fime-of payiment, fhe: Company will be deerned:to have:satishied its
obligation-to pay:the CPSaward if it-sendspayment to {he eligible- recipient’s last known
address, Hach such payment:shall be-subject to ¢ apphcable feiteral withholding rate
for nonirécuytiing paymerits (Curréntly, a 28% f1attaie), and otler: apphcable Payroll
taxes.

Benefii-Beariing Teestentof £PS Distrihiition.
When paid, a:CPS'distribution will be:treated as cligible benefit-bearing pay solely for
the following purposes:

(ay The CPS-distabution will e taken hifo account for puiposes of the suppleiiteiital
monthily Pénsion caleylation-inder the qualified phan.

)] The CP§-distribution shall be treated as eligible benefit-bearing pay whick may
be canlnbuted 1o the Gualificd Sawngs and Security Plan accordmg ‘{o the same.
conttibution pcrcemage {if- any} asis ineffect fortegular wages atflictime the CBS
distribution is paid. (and he same terins anid coriditions foF pre-tax or dfler-tax treafmeiit,
aid o quialifying | for apphcabic Conmpany: shatchirig contribilions).

{cy To the exignt that an employee s eligible for (iv onetimgs-pry death benefit
unider thig quallj‘ Ted-penston pian: (sub,]ec! to apphcablc caps omsuch death ‘benafit), the:
Tast. OPS distribution paidito an emplayec prior to an.emplayee’s death shalt be'taken fifo
account (fo the extent it doeg riot cause (e déatlybéneht o exoced The applicible ¢ap).

(d) Thig last CPS distiibrtion paid to'an émployee pfior foan employee’s death shiall
b taken‘nto acconat vunder the férms of the group term 1ife insntarice plan for aclwe
emplayess;

(e) The GPS dxsmbuuon may. ‘be{aken info-account forunion dues to the exient
determined appropriate by the unientepresenting the-employee.

CPS disiributions will not e incjuded in caloulatiofs for any other purposes.

Grievances and. Arbiteation, The employees sempleying cothipany shill have the
discretion to admiinister {his Plan according to ils ferms, The employmg company’s
interpretations and determinations andex this Pfan shall be final and binding. The:
empkoyec 5-union representative. may present prigvances relating fo matters covered by
the Plan but nieither the Plan sor-its administation shall bé subjact to-arbitration, except
tht the liniited issie of dn.employee’s:cligibility to ‘patticipste in a_spec_:f . distribiition
wider the Plan shiall be arbitiable. Ay “make-whele” arbitration award {wWhich reinstites
atl cmployec wﬂh full back pay) shall inclide any applicable CPS distribution for ihe
Plan Year in which the émployee had beéxn separated from employment if the cmployge.

4
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V.

1.

Vi

L.

vwas otherwise gligible-and did not otherwise receive a-distribution for ihe applicable Plan
Year.

401(E) PLAN

Thie FairPoint Commnications Northeér Néw England Savinigs and Securify ] Plan fot Assncigtes {ihe
M40 1(k) Planywillte amended fo provide for Company matching contitbiiion in Company stockewith
nd resfrictions instéad of ¢asli;as soon 4s practigable.

Patifoipants in The 40 1(k) will be allowed o save the maximum anmoust allowed 1 the plan urider RS
anil BOL tiles, 48 interpreted. and apphed by the Cottipany Benefits Comittee.

JOINT COMMITTEE FOR OPERATIONAL SAVINGS

The parties tutnally ared to pufsus all idéas to reducs cost, 11np10ve revenue, and increase
prodectivity; witha goal of 4chieving 895 million in annval ongoing savigs as. provided in #4 befoiv.

Al idgss and.agreements will be costed andiprojected savings (moludmg net cost reducuons Feyenie
improveimentsandior ‘productivity infredses). wilk he:déterninied by Coi ifitatits or soime
ather-mubualty agreed upon fuéthivdology-subjéct fo the approval of the- Iotheacierslup Coinmittes.

A JointLea dets]up Conumittes will be esiablished o oversee thedevelopment of idéas. inil
isplementation plans: for ac]uevmg the’ savmgs objectives, dnd alsa twack the litpleinenation of i
ideas:and subsequent agteaments o érisure theiplenichtation aad, Tollowthrpingh witliin the
tiineframes-outlined Belgsy,

a. The Joint Leadcrs]up Conimmittee-of Unfon and- Company leaders will meef within30 days of this
Agreement fo:0rgasize; charter, manitor, approve recomrnendations, and resolve: diSputes
Dumlg fhe 60 days subsequent 10 {he initial Jmnt Lcddcrslup Colmmﬂee‘mcelmg, 1he Joint
hip: ; AR gied and, conductcd by
31, below, As appropnate miembers, ofithe

veferred to in‘section 5, below, witl also participafe i

frainiitg sessions during this: 1.60.day pesiad;

G. TheJointi.cadership Comudiifee will meetat laast:l day per monihtg; carty outils duties;

d: Al Join Leadership Cotninitice rmeetings will b thotoughily docuimented and:the minittes and
flip chiait fecids will bé Tecorded-and préseived. Summnary minutes of the. procaedmgs of the
Jmmf Leaderslup-Conumttee ot apprmal by thie Joint Leadership Committes; will be

¥ #irPoint and ifs uniony,-

e i Iomt Lead 'sh_!p:Comnn{tee approved inifiatives require.changes in the coftective, bargaining
4 g;mernents in-order tojmplement improvements, the Jeint Leadership Committee yiill
recommencl relevant: changas to thie sespective! bargauung Cotimitiees for i Unions and the
Compatiy, who Witl ek agree o firial Iafignage and ppiove the-chiriges tiroseh Letters of
Agréeitient fira Umaiy fianrier.

[ Joint Leadrship Commiilee will be-trained, facilitated and advised by an independent third party
approved by both parties.

b

The panies will identify savitigs and develop implemeéniation plans to achiivé the ennial ofigoing
savings within thi following Hmeftaines:

a.  Aninitial $5,000,000 within 60 days of the completed training.of the Joint Leadership
Commiittee.

b.  Anadditional $5,000,000 within 120 days of the completed trinting of the Joint Leadership
Comimittee.
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An additional 5,000,000 within 180 days of the completed training of the Joint Leadership
Conunifee. .

Ansailditional $5,000,000 within 365 days of the completed training of the Joint Leadership
Commmilfce. ’ _ )

An-additidial $3.000,000 within a year-and 4 half of the tompletéd training of the Joint
Lradership Comrittee.

Faihwe to meet target tithe frames will be addsessed by the Joint Leadership Cosnmittee for
purpases of dealmg with the cavses ofithe failore. If the Joint Leadership Comuiitiee cannot
solve theicauses of the delays, then (e tird party facilitator will Coniduck an agiessment of the
causas and proude the Jemt Leadersln p.C Committee wﬁh ule assessment 'md a'set of

iliis! agreement

Cost: reduction and revenue enhancement ‘initiatives idemtified by the: Company and
disclosed af the-first-meeting of the Joint Leadership Committee will.not be considered.,

in edleuliting the achievernent of the {arpets sgt forth in pafagraphs 1 and 4 of this-
ATtich V...

The woik-of developing ideas forimproving operating performancs and reducing costs to avhieve thie

target savings will be:done by joint Iabor manageinent task-forces compriséd ofurifon répreseniatives,
cmployees and relevantio- -thie-task-eit-linnd sanagentent fromia cross-céction of fnctions‘and levels
in the orgatizaion.

a:

Thi simber of joint task forces wxll b determined: Dy the: Joint Leadership: Committee based on
{he ranige of sub}ects processes, and-areas targeted tor improvement and savings. “The
organization:and. schedulmg of the lask-forces will be subject tomeeting:the needs.of ilic
business and reguires theanutial agreenient of tlie pattigs.

Membaidhiip for éach task forde will vonsist of 610 10 members, including labor nd
ianagerment.

At least:50 percent of the members of eact task forcewill be labor representatives or bargaining
qnit members,

"Members.of the task forces will be selected by therdspective parties in consultation with-each

the mdcpcndent _ﬂur pany famh[ator but: ﬂla nmom mli scloct 1he membcrs from

The Joint Leadershlp Committee witl charter each task:foree with:

1. Scope-ofwoik;

2. Pesformiance: obijectivi;

3. Timgtable;

4, Parameters;

“Task forcesmembess will be paid #ccording to nomal contractual terms and scheduled
accordingly;

All reasonable ideas Will be thoroughly analyzed and exglored.

All task fores inéetii i 5 of cach of the (ask forcés will be thoroughly
docuinicnted and the minsites, datd, Fip-chart records will b récorded and preserved. Bach task
force will be prcwdccl witha resourcz {o-document the propeedings. Summa:y minutes of the
proceedings of each task force wpon approva] by the Jolat Leadership Commiltee will be
disseminaied doross FairPoint and its unions.

Each task force will develop recominendations atid propose implementation plans which will be
subriitted fo the Toint Leadershnp Team forapproval within the timeframes outlined within this
apreeraent ‘ )

Each task force will be Facilitated and advised by ax independent; third party mutually agreed
upon by both parties,

. Thé joint opergting perforinance savings process will.continde opcratmg For the life.of the existing
Collegtive Bargalnbig Agreéiients, ever afler exceeding the targets sof in this Agréeifient with (he
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objectives of furthesi lmprovmg operating péformande, Bhproving | e competltweness of the
Company, and creating a collaborative, high engapement-culfure within the Company.

VI DIRATION

Subjectio the changesrefietted jo this MOU, the parties' Colledtive Bargaining Agreements, mcludmg a]!
MOUS, MOAs 2nd Tetters of Apgréehient aitachicd o or refated fo such apiecoients, executed by and
Between.ttie Utifonis 4rid ﬁm Companv (orits predecessors) (collectively; the “Collective Bargaising
Apreement”) ghatl remaim in il force and effect, uniil ¥1:59.p.m.on AugustZ, 2014, and. any action
required to be performed each year pursuant'to the Callective Barginiig Apreemént shirll be perfornted
until.11:59 p.m. on Augnost 2, 2014

VI CONDITIOGNS

L. Upoirthe Efﬁ:cuvc Date he: Campany uncondmonally Waives any ng.ht fo: seek rehef in any form pursuant

form pofsuant to Sectici 11

2. Following membershiip raliﬁca!mn, Hhis. MOU will be-submittedfor review and approval to-the Baskruptey
Ceurz for: !he Souﬂlem Dls[rjict of New York {(the™ Bankgupicy Court"} m “luch g’ Company § (,hapter 11

subject i the Auration clause ofthe. Agreements as mod.l '

dees not become effective and. bmdmgm Zccordancewitlithis p'nagmph then this MOU witlbé mal and
vosd a.ud nelther ﬂus MOU s any diseiissiong congering s MOU will bé Gited or réferred 1o-in any
tishiative o atbittatioi: proseddivia.

d or supperted by the- Cotiparty shall ‘piovide. for assumption
by the Company of this MOLS, The Uniong shall- support_eacmswcly ihe Company 4-efforis o
confirm & plan of: eorganization wiftrall vested partics, including the Public Utility Commissions. -
in:Maine, New Hampshn‘c and “Vérmtont; so long s the lerms thereofaré not incondistent-with.
this MOTT or'thé Colfective Ea_:ggauung Ag;feem_en_ts, as herein revised.

4, ‘The parties lereto eaolt reserves nli nghls svilh Tospect {0 fhie proper jurisdiction(s) to vesolve
djsputes if any, arisingunder or related to tiis MOU.

5. Upoit- ﬂnaEﬁeche Diate, the' Compary and e Union immediatefy release each olhier from any and.all
Clatris, as'hat terin is deﬁncd if: Sedtion 1013) of e Banknipicy Cade; arisig ‘prior to.the Efféctive Date,
and shall take all necessaty steps 1o withdeaw, discontinue; or digitiss or cause the withdrawal,
diseortinnance or dismissak i iy civil. chargcs, ‘complaints, suits orprocecdingsnot pending af avy
stagc An state or federal court, o any admiisimtive orregalaiory: bedy, Btatesor Federaj which have.aisen
pioE o the Blfective Dats. Nothmg i this:paragraph 5 shall be deenied to. waive: any gnevances and/or
atbitcations filed priar-to 1he signing of this MOU which & pénding purshant to thé éxisting Collective
Bargaining Agreement

VII:  PENSION LUMP SUM CASHOUT.
The provistons for lump.suni payout of the pension plan shali be amended ag follows:

1. A associate wio-separates fror service during e periods November 1, 2004 to Aupust 2, 2008,
and January 1, 2009 & Decembér 31, 2011, and Janvary 1, 2013 to-Angust 2, 2014, and only during those
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periods, with. E:l:gﬂniny fora vested pension or a semce pengion, shiali b ¢ligible to Tetetve his or. her
vested or sérvics pensioil uiider the Pengioil Plan as a total lugip-suin: ‘castiont. The térmgof the cashout
prigranis dring the periods November 1, 2004 to-Aupust:2, 2008, and Janoary -1, 7009 to December 31,
20%1, and Jaumary 1, 2013 to-Angust 2; 2014 shall be the same as the terms:of the cashout program sef foﬂh
in the-2000 MO, e\ccpt that.

fa) The cashont programs sliall provide for payment of a Tumigi-sim cashioit.ona
conimengement dage elected by Ui associate that gechrs on or after the dafe-the associate's writfen reguest
is'received by thiePension Plan adntinisirator-and that is-either:
i the day foklowmg fhe associate's separation from servics; or

il ihe fixst day of auy mionith following separation omi service:

(®  Thecalchlation of & hip-siin csligiut for an eligible associate wlio-separales froin
service on o biefore August 2,2014, shall be based on. the {argest of the:amoun(s delermined by the factors
sef forih ini fhe Pension Plan-on April 1, 2008, for the cashoutiials inthe 2000 MOU, fd additiof t6 any
legal ly~mandated inferest fate and. moriahty table set for{lvin séetion 417{e) ol (hé Internal Reyemie Code;

(57} 1 the 30:year Tredsury Bond rate-cascs to be publsshed before Angust 2, 2()14 the
parties il establish a joint committee which will review (he historic relationship between hie inlerest rates
on30-year Treasury Bonds-and the interest rates-on AAA Gorporate Bonds and will agree on & factor
whicli when applied tohistoric AAA. Corporate Bond rates produces aci interest rate equal to the Historic
30:year Treasuzy Bund rale This. xate w;li be madcav i abie as another calculauon standa.rd for lmnpnsmn

lluspurposc, :
before this st date on wluch the U:8: Treasury Department pnb]:shes the O*year Treasury Bond rate
(Exa;mple I historic 30-year Treasury Hond rafes equal 6% and listoric AAA Corporaie Bond rates.eqpat
8%; then {hie factor would be. 75%, The niew standard for-calenlating a luinjrsumwould be 0.75 times e
AAA Corporate Bond raté in- effect on the limpéum commenceent date.)

@y Anassociate who- separates from service on or after Oetaber. 1, 2003; and on or before

. Novemberfw 5003, and who elects to réeeivehis vesied or service pensionas a-total hunp~sum cashout

shall receivé:a famip suin. equal to the greater of (1) the litmp-sum cashout. determineéd based on the PRGC or
GATT basiy (whichiever. is more fayorable) fAppliedto détermiing henp syms paid uider the Pension Plan to

assooiares separaﬁng froni seivigs during the thirg qarer aof 2003 or (i) thie limp-4titin cashiont determmed
under the ternis.of the Pensinon Plan ineffect on the associate's commencentent date.

ey  -Inthegvent of a:surplss declaralion during a period whea thedump sum-cash out.
id suspended, thé suspeision il he Hfed for a 60-day period.

2 If W dssociate dies during employment o or dfter January'd, 2012, and on.or bifore
Decembar 3, 2012, -and igﬁer becomin vested wider thie. Pension Plunythe dswcm{e £ beneﬁmary for
the.pre-refirement deatli benefif under the Péasion Plan shall be eligible to receive paymem of the death
benefitas a fotal hmp-suni cadhiout.. Tiaddition, the pre-retirement death benefit paid'to suck beneficiary
shali &, the. ldrger of (a} thé-lump-sinn caghout that would have been paidto tie-associate if he orshe
tiad separated froitt service on thie-date-of death and elected fo receive payment on the' beneficiary's,
commenceraent date-for, if the bcneﬂc:my is a spouse-who elects an anrinity, the actuarial equivalent of that
huemnp sum in the form of a single. Yl arnuity), or (b) the pre-retirement death benefit otherwise pavable fo
siicli beieficary under-ilie-Pension Plan:

3. If dn asseciate separites froni service during employment on or after Jannary 1, 2012,
aitd ors o before: December 31, 2012 and after becoming vested iinider the Pérision Plas, due 1o his or her
exhausiion of 52 weeks of sickness disability beniefits anid iseligible for avested pension or a seryice
pensmn wrider the Pension Plan, the associaie-shall be cligible {o receive his or lier vesied pension or
seérvice pensign (bat tiot 4 dlsabihty perision} as a lotal lumj-sum cashout.

CHARLOTTE:23372v] 3
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fe sianctade s funs separated om wriied Befre death:

+. For s cashoul-eliyg

MY IF death vevins while dhe aasovTate s i effeet ovalid vleciion fwits spotsal comenty i
Fecvive o by sim cashout frontihe Peteion Plan and before the vomimenceme st Jake :‘|=cuiliuti it anch
clection, e avvavides Peteliviary For the pre-retivenreat deatls Tenetit vnder the Peaion Plan skall seceive
5 adzith benedit eqguad o the Targer s (i8 s o sum eashoul thal would have been paid o the wssoviate if
S oo b Baed ~tes ives ] ! e eleylvd commeneeiieat date, or i e preselisement death beoeic
utherwise piyahle w0 ~such Pensticiary under te Pension Plan,

i 11 deatly ocvirs 11 hefore he wacdale makes 2 valid clection o commenve payment of
Bis vr her veated or service pension {m any Fangi undes e Peasion Plim or fid) sehile the siriie by i
elfeet an salid election e receive payment of s of her vastod o senvice penadon in v of payment other
tham 4 Durnpaom cashouwt syl bebore the commencement daize speeified i sueh elecion, the wsovae s
benetickary for the pre-retirehun! deadht hepelit umlef de Pension Plag sball eeceive s death beneticegual o
Hre: frer af 17 ihe Jusnp-sin cashout (hat woadd ave been paid o the avocine il he o she had elecsed 1o
rocsive pirysnent o the benesichaey™ cosme peetent date tor, i e bemetichiry is it potse who elects an
annity. e aclterie egpuivaient of el lomp swn i the for oty siaghe Yk unonity boor $H13 the pre-
pretirement deelt bunefil stherwise peyable 10 sack besefsciary ader the Posdon P,

Tentatively Agrecd o this Bstday of Feliruary, 20000
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4, Fora cas‘hétit—e‘iigible associate who hag sepatated from service hefore death:

{8) If'death oecurs while the associatehas in effect a valid eléation (With spoiisal cnnsent) 10
receive & hupp-susm cashout from the Pénision Plan aid before the coimmenceihent date Spﬂclﬁf:d such
élection, the associate's beneficiary for the pré-relireinent déath benefit under thie Pension Plan shall fecéive
& death benefit equal to e Jarger of (§) the lurhp-sust cashout that would have been paid to the associate it
he o she had supvived until tha Foted cominencenmgnt date, ot (u) thie prefetirsment detl berefit
otlierwise payablé 1o such. bcneﬁc:lary undei the Peiigion Pl

{b) If death oceurs:(3y before the associatethakes o valzd election fo commence: payment of
his or' hel vested orservice pensxon (m drey form} wider fhe Pensmn Plan: or (i) wlnle the associae hagin
effect.a valid electton to receive payment of his or her vested of seivice pension jng form of payient other
than'a lempesuni cushivut:and before the commencerent date specified.in suck ]ectmn .the agsociate’s:
benefitiary forthe pre-retirement death benefit undex flie: Pension Plan shallréc' :
1lie largm of (1) the lump=suin cashioothatavould have been:‘p id10 th ] e
receive payment on:the’ heneﬁclaty s commencement date (or; if the beneficiaty is a- spouge who elccrs an
annuity, the actuarial equivalent of that Tump sum in the form of a: smglﬂ i3 annu;ty), or(ll) the pre-
‘efirement death benefit otherwise payableto suchbeneficiary undey the Persion Pla,

(o

Tentatively Agreed tothis 15t dag of Febiiary, 2010.

FOR THEIBEW FOR THECOMPANY

ary Garve:

Seitior 'V-i"g%r >sidént, Human Resg

Business ] Managel L_ocai’232:-‘?

Glonn Brackett FOR THE CWA
Business Mapager ~ Loeal 2320

. David Palmer
Mike Spiltine- CWA International Representative-
Business Manager—FLocal 2326

Dan Trementozzi
President - CWA Local 1400
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Term Sheet Regarding Reorganized FairPoint Warrants
to be issued
Under the Plan of Reorganization

Issuer Reorganized FairPoint Communications, Inc. (the “Company” or
“Reorganized FairPoint™).

Initial Holders Holders of ali unsecured ciaims.

Warrants

The Warrants will entitle the holders thereof to acquire up to seven
million one hundred sixty four thousand eight hundred four
(7,164,804) shares of New Common Stock, subject to dilution by

the Long Term Incentive Plan and subsequent issuances of capital
stock.

The New Board shall authorize and reserve for issuance at all times

an aggregate number of shares of New Common Stock equal to the
aggrepate number of Warrants.

Exercise Price per Warrant Exercisable at a strike price equal o (a) (i) $2.3 billion minus (ii)
the outstanding debt of Reorganized FairPoint at the Effective Date
plus (iii) the Cash and Cash Equivalents of Reorganized FairPoint
ai the Effective Date, drvided by (b) fifty two million five hundred
forty one eight hundred ninety eight (52,541,898) shares of the
New Common Stock. The strike price shall be subject to further
adjustment in accordance with the anti-dilution provisiens described

below.

Expiration The seventh anniversary of the Effective Date (the “Expiration
Date™).

Exercise Date Exercisable at any time, in whole or in part, prior to the Expiration
Date.

Voting Rights None, until exercised.

Dividends None, uniil exercised.
No restrictions on dividends or distributions lry Reorganized
FairPoint.

Anti-Dilution Provisions The Exercise Price and the number of shares of New Common

Stock issuable upon exercise of Warrants shall be subject to
customary anti-dilution adjustment for stock distributions, stock
splits, combinations or similar recapitalization transactions.

Reotganization Event Upon a Reorganization Event (defined below) that is consummated
prior to the Expiration Date, each Warrant will be exercisable into
the right to receive the kind and amount of consideration to which
such holder would have been entitled as a result of such
Reorganization Event had the Warrant been exercised immediately
prior thereto.

A “Reorganization Event” shall mean any transaction (or series of
transactions) in which Reorganized FairPoint enters into a
trapsaction in exchange for their Warrants constituting (i) a

{Exhibit C to FairPoint Plan of Reorganization]
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consolidation or merger in which its New Common Stock is
exchanged for securities of another entity, (11) a reclassification of
its New Common Stock info securities other than New Common
Stock or (i) any statutory exchange of the outstanding shares of
New Common Stock for securities of another entity.

Transferability The Warrants will not be subject to any contractual restrictions on
transfer other than such as are necessary to ensure compliance with
[J.S. federal and state securities laws.

Treatment Under Section 1145 The Warrants and New Comunon Stock 1ssuable upon exercise will

be offered and sold pursuant to Section 1145 of the Bankruptey
Cede.

[Exhibit C to FairPoint Plan of Reorganization]
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Execution Version for alf Regulatory Farties, including the OPA and FairPoimt

Post Filing Regulatory Sefflement - Maine

This Reguiatory Seftlement {ihe "Regulatory Settlerment”) represents the understandings reached among
the representative of the Maine Pubtlic Utilities Cormmission (the "Comimission™) as the representative is
described in the order of the United States Bankruptcy Court, Southern District of-Mew York (the *
Bankruptcy Court”) entered on January 20, 2010 (the “Order”} and subject to the terms of such Lyder {the
"Representative”), the Maine Office of the Public Advocate (the "OPA”") (ithe Representative and the OPA
being referred to jointly hereln as the “Regulatory Parties”), and FalrPoint Communications, Inc. and
Northern New England Telephone Operations LLC, dfb/a FairPoint Communications-NNE {"FairPoint™,
together with the Regulatory Parties (the "Parfies”) in connection with the mediation ordered by the
Banksuptcy Court, and which shall also apply in any change of contro! proceeding related to FairPoint's
emergence from Chapter 11. This Regulatory Setllament is subject to and gualified by the Order,
Without fimiting the effect of that Order, the Representative only has authority o recommend matiers for
approval by the Cemmission, after notice and a hearing before the Commission in accordance with Maine
law. Whenaver this Regulatory Seftlernent states or indicates that the Representative agress with and/or
will recommend a particular proposal, or words to that effect or of similar-import, such terms will not imply
any greater authority in the Representalive and all such terms shall mean only that the Representative
will recommend a term or condition for approval and no guch agreement and/or recommendation shall
bind (&) the Commission or (b) the advisory staff of the Commission. )

1. Process Issues:

1.1 The Regulatory Parties will request that the Commission approve the terms set forth in this
Regulatory Settlement with FairPoint, as discussed more fully below, FairPoint and the
Regulatory Parties {collectively, "the Parties") agree that the Regulatory Settlement will be
implemented through FairPPoint's Chapter 11 Reorganization Plan (the "Plan") and through
appropriate proceedings before the Commission, including, without limitstion, any change of
control proceeding. FairPoint acknowledges that a change of control proceeding will be filed
with the Commission in conjunction with the application fo approve this Regulatory
Setflement. The Pfan shail not alter or modify the terms of the Regulatory Settlemnent. The
Parties agree further that the terms set forth in this Regulaiory Setllemnent shall be the only
terms sought by the Parlies with respect to one another with respect to the Plan and its
confirmation and any change of control or other appropriate proceeding and that such terms
shall be binding on the Parties (subject to the reservations of righis set forth in Section 1.5),
only once the terms of this Regulatory Settlement are approved by the Commission and upon
the Effective Date of the Plan {as therein defined).

1.2, The Regulatory Parties shall recommend that all regulatory approvals that will be requested
of the Comimission in connection with the Plan will be processed by the Commission
conternporaneausly with the Bankruptey Court's consideration of the Plan and will be granted
by the Commission substantially contemporaneous with (or in advance of) the Bankruptey
Court's copfirmation of the Plan or such later date as may be agreed to by FairPoint and the
Regulatory Parties. The Parties shall request and recornmend that such approvals
incorporate the terms of this Regulatory Settiement and not include additional substanfive
new conditions, cther than the condition that the Commission’s approval may ba rescinded,
after notice and opportunity to be heard, if the Bankruptoy Court's confirmation order alters
any of the terms of the Regulatory Settlement. Subject to the right of the Parties under
Section 1.4, the Parties shall not request that the Bankrupicy Courl incorporate any ;
provisions in the confirmation order that alter or modify the Regulatory Settlement, except

" upon the express writien consent of all of the Parlies, which consent shall nat be i
unreasanably withheld. The requested approval will include approval for the change of control ;
contemplated by the Plan which will occur on the Effective Date of the Plan.

1.3. The Regulatory Parties will file a proposed procedurat schedule for Commission approval. ;
This procedural schedule shalt recommend thaf any change of controt and Regulatory ;
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Settiement approval proceeding be concluded and be ripe for 2 Commission decision no iater
than 80 days from the dale an application seeking approval of such change of control and
Regutatory Settiement is filed, and such procedural schedule shall include the provision of
notice of the preceedings in accordance with the rules of the Comimission.

1.4, The terms of this Reguiatory Settlement may be voided, at the option of any Party, if the
Commission has not issued & final order approving the Regulatory Settlement and the
change of control within 120 calendar days from the dale an application is filed, said approval
being as desciibed in Section 1.2. FairPoint and the Regulatory Parties shall use reasonable
efforts fo cooperate in the proceedings before the Commission, including in the preparation
and timely filing of alf required documents, exhibits, testimony and other supporting evidence,
provided that neither the OPA nor the Representative shall be required to prepare or present
testimony, exhibits or other evidence, the Pariies acknowledging that the OPA and the
Represeniative may meet any obligations under this subparagraph by filing a brief or report
with the Commission recommending approval of the Regulatory Seftlement and the change
of controt provided for in the Plan, which brief or report shall be included in the record of the
proceedings.

L.5. Before filing the application, FairPoint will submit a request, which the Regulatory Parties will
support, that the Commission waive Section 745 (Voluntary Dismissal} of its Rules of Practice
and Procedure and order that FairPoint or the Regulatory Parties may withdraw from any
proceeding seeking Commission approval of this Regulatory Settlement or change of control
without prejudice and without the need for a Commission crder allowing withdrawal i
Commission approval has not been obtainhed within the time frame provided for in Section
1.4. If the request is filed by February 12, 2010 and is not granted by the Commission on or
before February 25, 2010, FairPoint in its sole discretion may terminate this Regulatory
Settlement.

The Commission, through its Bankruptey Counsel's signing of this Regulatory Settlement,
FairPoint and the Regulatory Pariies expressly agree that (i) FairPoint's commencing or
pariicipating in any proceeding before the Commission will not he used in any way as an
argument against FairPoint in any proceeding before the Bankruptoy Court in which FairPoint
wauld seek a ruling from the Bankruptcy Court that any such Commission approval of
Commission proceeding is pre-empted by the Bankrupicy Code, and that (i} the Regulatory
Parties andfor the Commission pariicipating in any proceeding before the Bankruptcy Court,
including seeking approval of this Regulatory Seftlement or approval of the Plan, will hot be
used in any way as an argument against the Staff andfor the Commission in apy subsequent
proceeding before the Bankrupicy Court or that the Regulatory Parties andfor the
Commission submitied to the Bankruptey Couwrt's jurisdiction and that any action by the
Regulatory Pariies and/or the Commission is pre-empted by the Bankruptcy Code.

1.6. The Regulatory Parties will recommend, if requested by FairPoint, that any matlers before the
Comynission to which FairPoint is a party and that are the subject of the {erms and conditions of
this Regulatory Settlement be temporarily suspended or adjourmned pending the Commission's
censideration of the approval of the Regulatory Settlement and the change of control provided
for under the Pian.

2. Issues Related 1o the Merger Conditions. FairPoint will comply with the Commission’s February 1,
2008 Order issued in Docket Nos. 2007-67 and 2005-155 and all stipulations and amended
stipulations approved thereby and/or incorporated therein {collectively the "2008 Merger Order”),
excepl as the terms and conditions of the Merger Order are expressly modified by this Regulatory
Settlement, provided, however, that with respect io reimbursement claims of third parfies arising
under the Merger Order, the Regulatory Parties wili recommend that this Regulatory Settlernent
shali not affect the status of such claims under applicable bankruptey jaw. For the avoidance of
doubt, nothing in this Regulatory Settlement is intended to prectude FairPoint from seeking an order
from the Commission amending or modifying the Mergar Order in a proceeding other than the

16404753 2
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preceeding to approve this Regulatory Seftiement and its accompanying change of control
- proceeding.

2.1 The Commission and FairPoint agree te prepare and submif, and Bank of America, NA, as
agent for the senior lenders {the "Agent”} shall consent to, a joint consent order to the
Bankruptcy Court which provides for implementation of the Service Quality Index ("8G ™)
rebates for the 2008-2009 SQ1 year, effective for bills issued on or after March 1, 2010 over a
twelve {12) month period. However, if the Commtission does not grant the approvals as
described in, and in accordance with the process set forth in, Section 1 and if the Bankruptoy
Court then, after notice and hearing (the “Injunction Hearing”), subsequently enters an injunction
against implementation of and/or provides for reversal or rescission of the rebates for the 2008-
20089 SQi year, then any rebates actually implemented by FairPoint pursuant to this provision
shall be credited by FairPoint, dollar for dollar, against any subsequent SQI payments that are
required 1o he paid by FairPoint, starting with the first invoices issued after the date of entry of
the injunction by the Bantuuptey Court even if an appeal is taken by the Commission or any
other party.

At the Injunction Hearing, the Commission and FairPoint may raise any legal or factusf
argumetis in favor of, or in opposifion to, such an injunction; provided, howsver, that the
Commission will not raise the argument at the Injunction Hearing {hat the injunction should not
issue because the claim, i any, represented by the rebates is otherwise payable at a specified
percentage distribution provided under the Plan. Nothing herein shall be construed as an
admission by FairPoini, the Commission or the Agent as o the status of the rebates as a matter
of applicable law or as a waiver of any claims or defenses. All appeliate rights of FairPoint and
the Commission are preserved, including as to any injunction entered as a result of the
tnjunction Hearing. The Commission shall not, in any proceeding relating to the obligations of
FairPoint under the Merger Order, argue that FairPoin{'s payrent of the SQ penaities which
becare due after the Petiition Date constitutes an admission by FairPoint that any of its
obligations arising out of the 2008 Merger Order which became due after the Petition Date are
entifled fo be treated as an adminisirative expense.

The Parlies agree that in effectuating any reguired SQI rebates in the form of Lilf credits to
subscribers, for the 2008-2008 SQ! Year and any subsequent SQI years, the only legend that
must be provided in connection with such credits shalt be a separate line item on the customer's
bill or invoice next to the amount credited stating “Service Quality Rebate.” Other than the
change in the legend described in the preceding senfence, and subject to the possible offset(s)
described above, rebates for the 2009-2010 SQI year and any SQI rebates for subsequent
periods shall be implemented in strict accordance with the Merger Order, the AFOR Order' and
all relevant rules and orders of the Commission existing as of the date of this Regulatory
Settlement. The Parties agree howsver that after the Effective Date, FairPoint may apply fo the
Commission for a waiver of or modification to such obligations.

2.2, Except as set forth below, FairPoint will meet the initial 83% broadband build out commitment
scheduled for Aprit 1, 2010 by December 31, 2010. This broadband buiidout commifment and
the broadband buildout commitments in Section 2.4 and otheswise referred to herein may be
met by installation of DSL or any other broadband technology which provides a minimum upload
speed of 512 kilobits and download speed of 1.5 megablils per second.

2.3.The Regulatory Parties shall recommend that the Commission consider price de-averaging
notwithstanding the bar on such consideration during the five-year stay out period and will
recommend that the Commission approve de-averaging, provided, however, that FalrPoint
agrees that {a) de-averaging will commence on January 1, 2011 if FairPoint is not in default
under the Regulatory Settternent; and (b) during the two year period after any Commission

' The “AFOR Order” means and refers to the 1995 AFOR Order in Docket No, 1994-123
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approvai of de-averaging becomes effective, FairPoint shail not impiement prices for broadband

services in Maine that exceed 120% of the prices of FairPeint Teiecom Group in Maine

{Telecomn Group} for equivalent services in FairPoint “classic” or “legacy” service areas. The

Regulatory Parties understand and wili advocate approval of this provision on the understanding

that if FairPoint changes any of Telecom Group's prices during the term of this provision, there

will be a corresponding change in the cap imposed by this provision. None of the Regulatory
Parties will seek any form of price cap for broadband related services ofher than the provision i
set forth in this subparagraph. i

2.4. FairPoint agrees that during the 5-year period beginning upon closing, FairPoint shall spend not
less than the amount required to attain and shall achieve the broadband buildout requirements
of 83% by December 31, 2010; 85% by July 31, 2012; and 87% by March 31, 2013. If FairPoint
faills to achieve 83% by December 31, 2010, 85% by July 31, 2012 or 87% by March 31, 2013, it
shail be required to achieve 90% by no later than March 31, 2014 in accordance with, and
subject to, the applicable ferms of the Merger Order. FairPoint further agrees that by March 37,
2013 it will achieve 82% for fines in UNE Zone 3. If FairPoint achieves the broadband huild out
reguirements of up to 87%, as set forth in Section 2.4, on July 1, 2013 FairPoint will contribute
$100,000 to Connect ME. Until FairPoint achieves all of the requirements of this paragraph,
FairPoint shall file quarterly reports with the Commission regarding its broadband buildout
activities containing the type of information required of Verizon under Section 3 of the Amended
Stipulation of August 8, 2007 in Docket No. 2005-1556. FairPoint shall inform the Commission in
writing of its determination that all of the reguirements in this paragraph have been met.

Nothing herein shall prejudice the Commission with respect to & challenge to such
determination and the Commission may, in its discretion, conduct proceedings to determine if,
in fact, such requirements have heen met.

2.5. FairPoint will have the oplion to resell terrestrial (non-saieilite) based sarvice providers’ :
broadband service offerings to fulfill its broadband build out andfor service requirements as i
contained in the 2008 Merger Order, as herein modified, for the breadband buildout ’
requirements beyond 85% provided that (a) the build out and/or services meet or exceed alt
requirements of the 2008 Merger Order as herein modified; (b) the resold services are
purchased through and serviced by FairPoint; and {c} the Commission Staff, on delegated
authority, approves the service provider(s) selected by FairPoint. The Commission Stalf's
approval process shall require that, upon written submission by FairPoint of the identity of the
provider(s) the precise build out chligations and services to be provided by such provider and
information regarding the capabilities and quakifications of the provider(s), {1} approval may not
bz unreasonably withheld by the Commission Staff, and (2} if the selection by FairPoint of a
service provider(s} is not denied by Commission Staff within 30 calendar days of the date of the
written submission by FairPoint, the selection by FairPoint shall avtomatically be approved.

3. The Representative will recommend that the Commission find that the financial conditions set forth in
the Merger Order have been replaced by the terms of this Regulatory Settiement, satisfied, or have
been otherwise rendered moot due fo the deleveraging achieved through the Chapler 11 process,
The Reguiatory Parties will recommend that the Commission not impose affirmative or negative
financial covenzants in addition o those imposed in any loan or credit agreements of related
documents executed by FalrPoint in connection with the Pian, provided that stich agreements are
supplied to the Commission upon execution, as well as any subsequent amepdments {o such
agreements or related documents. The Representative will recommend that such financial covenants
not be considered separale financial covenants enforceable as such by the Commission, provided,
however, that nothing herein shalf limit the Commission's ability to investigate, at any fime, the
financiat condition of FairPoint and o take action with respect thereto in accordance with Maine law
and the rules and procedures of the Commissicn. FairPoint will inform the Commission, subjectto a
protective order reasonably acceptable to FairPoint to be entered in the change of control
proceeding, of any substantive defaufts under such loan or credit agreements, which defaults have
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not been cured within any cure seriod grovided under such agreements or waived by the applicable
fender.

4. . Miscellaneous Matters

1640475.5

4.1

42

4.3,

44.

4.5.

4.8,

FairPoint agrees to continue its search for a Chief information Officer with a goal of having a
Chigf Information Officer in place by June 30, 2010,

The Plan shall provide for the appointment of a new Board of Directors for reorganized FairPoint
consisting of a supermajority of newly appointed independent directors. The Plan shall further
provide that the new Board of Directors will appoint a "regulatory sub-committes” (the
"Regulatery Sub-Cotmimittee") which shall be charged with monitoring compliance with the 2008
Merger Order, as modified by this Regulatory Seftlement, and alt other regulatory matters
involving the States of Vermont, New Hampshire and Maine. Either the Lead Director or the
tndependent Chair of the Board of Direclors, at FalrPolnt's option, shall be avaiigble to
voluntarily speak or meet with the Regulatory Parties at their reasonable request as appropriale
and lawful.

Subject to the confidentiality provisions of the Bankruptoy Court's mediation order and, with
respect to any financial advisors hired by the OPA or the Representative, if any, a confldentiality
agreement deemed suitable by the Parties, FairPoint has provided the Regulatory Parties, their
counsel and their financial advisors who have signed a confidentiality agreement with the
Company's four-year business plan and supporting material that has been provided to major
constituencies and parties-in-interest to the hankruptcy proceeding. The business plan and
retated proforma financials reflect operations over a four year planning period. The OPA’s
obligation to recoramend the Regulatory Settlement is subject lo the OPA’s and the OPA’s
advisors' review of such information and their reasonabie determination that such information
supporis the assumptions underlying the Regulatory Settlement, which review by the OPA shall
be completed within thirty (45} days of the date herecf.

Upon the Effective Date of the Plan, FairPoint shall reimburse the Commission and the Maine
Office of the Public Advocate for all of its aclual reascnable out-of-pocket expenses and costs in
connection with FatrPoint's chapter 11 case, including without limitation, the reasonable fees
and expenses of all professionais, including legal and financial advisors retained by the
Regulatory Parlies in connection with the chapter 11 cases or any proceeding before the
Commission to approve the Regulatory Setflement and change in control provided under the
Plan, plus any other direct costs reimbursable by FairPoint under applicable Maine law.

At feast one board member of the fevised FairPoint board will reside in a northern New England
state.

FairPeint shall not agree to or aceept any term in a proposed seftlerment with the Staif of the
New Harnpshire Public Utfliies Commission, the New Hampshire Office of Consumer Advocate,
or the Vermont Department of Public Service pertaining to the Plan or, If applicable, to any
related approval for a change in ¢ontrol without offering the same term to the Regulatory Parties
andfor in connection with the Regulatory Settfement, a change in control, or the approval of
gither by the Commission. FairFoint only shalt be required fo offer such term(s) to the
Regulatory Parties in the event that such term(s) represent a material difference in the benefits
of this Regulatory Settlement, on one hand, and the Regulatory Settfement effecluated in the
jurisdiction of New Hampshire or Vermont (as the case may be), on the other hand, considering
each such Regulatory Setflement in the aggregate. If FairPoint enters into a voluntary

" amendment to the Vermont or New Hampshire Regutatory Settlemernts, FairPoint will within ane

(1) business day provide a copy of the signed amendinent to the Regulatory Parties.

:
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4T,

4.8.

Any managernent bonuses shall be based on a combination of EBITDAR (EBITDA plus
restructuring costs) and service melrics and the weighling for each of these calegories shall be
computed and clearly steted for the incentive and bonus plans for each individual and for the
company in fotal. Once established, FairPoint shall disclose such service metrics to the OPA
and the Commission.

Subject to the terms set forth herein, the signatories agree {o support this Regulatory Settlerment
and not to take any action in any forum or jurisdiction that would contradict or diverge from the
terms set forth in this Regulatory Seitlement for so long as this Regulatory Settlement is in
force, unless the Regulatory Settlement is voided under Section 1.4 hereof or it any Party
withdraws under Section 1.5,

This Reguiatory Seltlemnent has been duly executed as of this Sth day of February 2010.

16:40475.5

FAIRPOINT COMMUNICATIONS, INC.
NORTHERN NEW ENGLAND TELEPHONE
OPERATIONS LLC

Peter G. Nixon
President

Amy Spelke, Representative of the Maine Public
Utilities Commission

Robert 3. Keach, on behalf of the Maine Public
Utilittes Commission and only with respect to the
reservation of rights set forth in Section 1.5, as
specifled in such Section 1.5
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This Regulatory Seiflement has been duly executed as of this 9th day of February 2010,

1646475.5

4.7

4.8,

Any managemsnt bonuses shall be hased on a combination of ERITDAR (EBITDA plus
resirucluring costs) and service metrics and the weighting for each of these categorles shali be
computed and clearly stated for the incentive and bonus plans for each individual and for lhe
company in total. Once established, Faeromt shall disclose such service metrics to tha OPA
and the Commission.

Subject to the terms sat forth herein, the slgnatorles agres to support this-Reguiatory Setflement
and not to'take any action in any forum or jurisdiction that would contradict or diverge from the
terms set forth in this Regulalory Sefflement for so long as ihls Regulatory Settlemeant is in
force, unless the Regulatory Settlement is voided under Section 1.4 hereof or if any Party
withdraws under Section 1.5.

FAIRPOINT COMMUNICATIONS, INC.
KNORTHERN NEW ENGLAND TELEPHONE :
OPERATIONS LLC

Peter &. Nixon .. . !
President ' ;

Amy Spelike preédnfative of the Maline Public:
lssion

Tl

obert'a". . on behalf of the Maina Public
Utmtles C fsslon and only with respect to the
reservation of rights sef forth in Saction 1.5, as
spacified In such Section 1.5
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1
MAINE O /(Zl;j THE PUBLIC ADVOCATE [
0 m%(}

Name K16Ha m‘}\’b V]€S . ‘
Title: ?mmo*’@ﬂncﬂ@

TEB 10,3000
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Exhibit E

NHPUC Regulatory Settlement

[Exhibit E to FairPoint Plan of Reorganization]
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Execution Version

Post filing Regulatory Setilement - New Hampshire
1. Process issues

1.1. The Staff Advocates of the New Hampshire Public Utilities Commission designated pursuant
1o RSA 363:32 [the “Staff Advocates”} and FairPoint Communications, Inc. {together with its
subsidiary Northern New England Telephone Operations 1LLC d/b/a FairPoint Communications
- NNE, “FairPoint”} {collectively, FairPoirt and the Staff Advocates are “the Parties”) will
request that the New Hampshire Public Utilities Commission {the “Commission”} approve this
settlement with FairPoint, as discussed mare fully below {the “Regulatory Settlement”}). The
Parties agree that the Regulatory Settlement will be implemented either under (i} FairPoint’s
Chapter 11 Reorganization Plan to be filed on February 8, 2010, as it may be subsequently
amended (the “Plan®) or (i) a Bankruptcy Court approved settlement which is approved in
connection with the Plan and which is incorperated into the order confirming such Plan {{i) or
{ii) being referred to as the "Plan”), which will be fited by February 8, 2010, or such later date
as may be necessary in FairPoint’s good faith judgment, with the United States Bankruptcy
Court, Southern District of New York {the “Bankruptcy Court”). The Parties agree further that
the obligations set forth in this Regulatory Settlement shall be the only obligations sought by
the Parties with respect to one anather with respect to any change of control proceeding or
with respect to the Plan, and that such obligations shall be binding on the Parties only once

the terms of this Regulatory Settlement are approved by the Commission and upon the
Effective Date of the Plan.

1.2. The Parties will request that the Commission issue all regulatory approvals that will be
requested in connection with the Reorganization Plan, and that those approvals be granted
by the Commission contemporaneously with {or in advance of} the Bankruptcy Court’s
Confirmation of the Reorganization Plan or such later date as may be agreed to by FairPoint
and the Staff Advocates. Such approvals shall incorporate the terms of this Regulatory
Settlement and will not include additional substantive new conditions. The requested
approval will include, if applicable, approval for the change of control contemplated by the
Plan, which change in control will occur upon the Effective Date of the Plan. In the event any
material supplement or amendiment to the Plan (an “Amendment”} is filed with the
Bankruptcy Court, then such Amendment shall be filed within one (1) business day thereafter
electronically with the Commission with the necessary paper copies to be filed with the
Comimission within two (2) business days thereafter.

1.3. infurtherance of Commission approval of this Regulatory Settlement and any change in
control, the Staff Advocates will file, within three (3] days of FairPoint’s filing with the
Commission of a complete application, a proposed procedural schedule for Commission
consideration of this Regulatory Settlement and {if applica hle) the request for approval of
change of control. This procedural schedule shalt propose that any transfer of control
proceeding be conchrded and be ripe for a Commissicn decision no fater than S0 days from
the date a complete application seeking approval of such transfer of control and this
Regulatory Settlement is filed. The Staff Advocates shall provide a copy of the propased
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procedural schedule to FairPoint in advance of filing and shall consult with FairPoint with
respect to the final propesed procedural schedule. '

1.4. Uniess otherwise agreed to by the Parties, the terms of this Regulatory Settlement may be
voided if the Commission has not issued a final oerder approving this Regulatory Settlement
and, if applicable, the change of control within 120 calendar days from the date a complete
application to change control is filed. The Parties shall use reasanable efforts to cooperate in
the approval proceeding before the Commission, including in the preparation and timely filing
of all required documents, exhibits, testimony and other supporting evidence. If the
Commiission has approved the Regulatory Settlernent and change in control, subject to the
Plan being subsequently confirmad, neither party may void the terms of the Regulatory
Settlement ar any approval of the change in control.

1.5, EairPoint or the Staff Advocates may withdraw fram any proceeding seeking Commission
apyroval of this Regulatory Settiement ar change of control without prejudice if Commission
approval has not been obtained within the time frame provided for in Section 1.4. The
Parties agree that (i} FairPoint’s commencing or participating in any proceeding before the
Commission will not be used in any way as an argument against FairPoint in any proceeding
before the Bankruptey Court in which FairPoint would seek a ruling from the Bankruptcy
Court that any such Comemission approval or Commission preceeding 18 pre-empted by the
Bankruptcy Code, and that (i) the Staff Advocates and/or the Commission participating in any
proceeding before the Bankruptcy Court, including seeking approval of this Regulatory
Settlernent or approval of the Plan, will not be used in any way as an srgument against the
staff Advocates and/or the Commission in any other proceeding before the Bankruptey Court,
including that the Staff Advocates and/or the Commission submitted to the Bankruptcy
Court’s jurisdiction and/or that any action by the Staff Advocates and/or the Commission is
pre-empted by the Bankrupicy Code. In the event of 2 withdrawal by FairPoint or the Staff
Advocates from this Regulatory Settlement or any Comunission proceeding seeking approval
of this Regulatory Settlement, the Staff Advocates reserve the right to oppose the relief
sought by FairPoint in any such Bankruptcy Court proceeding and FairPoint reserves the right
to oppose the Commission’s jurisdiction with respect to approval of this Regulatory
Settlement or {if applicable) any change in control.

1.6. Becatise the settlement with FairPoint will be implemented through the Plan of
Reorganization and the Commission’s change of control order, the Parties will recommend
that all pending dockets related to FairPoint be continued until either (i} a Party exercises its
right to withdraw from the Regulatory Settlement or change in control proceedings in

accordance with Paragraph 1.5 prior to Cornmission approval, or (ii) the Effective Date of the
Plan.

2. issues Related to New Hampshire Merger Conditions. FairPoint will meet the broadband build out
requirements, the capital investment requirements, and the SQI service quality program
reguirements of the 2008 Qrder and the 2008 Settlement Agreement {as the order and
agreement are defined in footncte 1), with the following modifications as set forth belaw:

2.1, SQf PenaMig€for the 2009 year wilt be deferred until December 31, 2010. For the avoidance
of doubt, the Parties agree that FairPoint htas accruzd $6,000,600 in SQI Plan penalties far

0375




FairPoint’s fiscal year ended December 31, 2009, If FairPoint meets the setvice guality
objectives for each performance area specified in Attachment 1 and as averaged over 12
calendar months ending on December 31, 2018, then SO} Plan penalties for 2009 will be
waived. If FairPoint meets the service objectives for some but not all of these parformance
areas as specified above, 2009 SQJ Plan penalties will be reduced by 20 percent for each
performance area specified in Attachment 1 for which FairPoint achieves the service objective
averaged over 12 calendar months ending on December 31, 2010.

2.2

FaitPoint shall adhere to all SQI metrics during the 2010 year and all subsequent years, and
FairPoint shafl pay any SQI penalties which may become due and payable related to FairPoint’s
faiture to meet such mietrics during 2010 and all subsequent years.

2.3. The FairPoint Quality of Service Cornmitment in Exhibit 3 attached to the 2008 Settlement
Agreementf will be amended as follows: {a) reference to DSL will be removed from Section
3.2; and {b) Section 4 will be clarified so that the New Hampshire penalty structure will be
caleulated as it is in Maine, using the percentage “not met” formulation. For purposes of
clarity, identical service quality performance in New Hampshire and Maine will accrue
equivalent penalties for each corresponding period. Notwithstanding anything in this Section
3.3 to the contrary, the Parties egree that FairPoint’s total annual financial exposure to Service
Quality penalties as set farth within the 2008 Settlement Agreement shall not exceed 512.5
miftion per year. At the end of the five (5} year basic exchange retail rate stay-out period (as
set forth within Section 8.1 of the 2008 Settlement Agreement), FairPoint shall be entitled to
petition the Commission for a reduction in Service Quality penaities and revisions to the
Service Quality standards.

2.4. FairPoint's pricing obligations refating to stand-zlone DSL services will terminate on
April 1, 2011, but FairPaint will continue to provide stand-alane DSE serviee and FairPoint will
continue to adhere 1o Verizon' s “for life" service offerings made as of March 31, 2008.

2.6.1. Broadband build sut commitments scheduted for April 1, 2010, will be retargeted for
December 31, 2010. FairPoint hereby confirms its coromitment to spending on broadband
build out a total of at least $56.4 million, and estimates an additional $10.5 miltion is
necessary to achieve 95% availability.

752 FairPoint will adhere to the broadband coverage percentages and the minimum capital
commitment {$285.4 miilion) resulting from the 2008 Order, provided that ail capital
expenditures for New Hampshire, measured in accordance with United States Generally
Accepted Accounting Principles and consistent with capital expenditures reflected in
FairPoint’s audited financial statements, are counted towards the minimum capital
commitment of $285.4 million to be spent by March 31, 2013.

2.5.3 FairPolnt may count, and therefore reduce, its other expenditure commitment of $65M
("OFEC”) by (1) amounts of up to $10.5 million to the extent such amounts exceed 556.4
miltion to achieve 95% broadband availability and are actually expented; and (2) $4.5 million
of capital expenditures already expended in excess of amounts estimated to develop the next

1 gee Settlement Agreement filed with the Commission January 23, 2008 {the "2008 Settlement Agreement”],
incorporated by reference and approved by Order Approving Settlement Agreement With Conditians, Order No.
24,823, dated February 25, 2008, as subseguently amended {the “2008 Order”).
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generation network. For the avoidance of doubt, and subject to verification through a
reconciliation of FairPoint’s NH 2009 capital expenditures to the consolldated capital
expenditures in its 2008 audited financisl statements, aggregate capital expenditures of
$157.6 million have been spent by FairPoint through December 31, 2008, against the
minimum capital commitment of $285.4 million.

2.5.4. 510 million of the OEC shall be reallocated to and spent an recurring maintenance capital
expenditures on or before March 31, 2013, resulting in a dollar for dollar reduction to the
OFC and an increase in the minimum capital commitment to $295.4 million.

2.5.5 FairPoint shall have from April 1, 2010 to March 31, 2015 to meet the remaining balance of
the OEC (e.g. $40 million if the fult 510.5 million referred to in Paragraph 2.5.3 is spent),
which shall be spent on “network enhancing activities” identified in Attachment 2, which
include but are not limited to the physical exiension of network facilities or coverage,
changes to existing network facilities to improve guality of service {e.g., increase redundancy,
reduce latency), and any network enhancements related to the development and launch of
new products and services. All capital expenditures associated with such network enhancing
activities shall count toward the remaining balance of the OEC set forth in the provisions of
Section 2 hereof. In addition, for those network enhancing activities set forth in Attachment
2 to this Regulatory Settlement involving Video or IPTV deployment, FairPoint may count
toward the rernaining balance of the DEC all capital expenditures incurred plus operating
cosis, consistent with FASB Statement No. 51, for customer premise equipment, installation

labor at customer premises, and T development solely incurred in connection with a video
product.

2.6 FairPoint will have the optien to resell terrestrial {non-satellite) based service providers’
broadband service offerings in order to fulfill FairPeint’s broadband build out and/or service
requirements with respect to the last eight percent (8%} of FairPoint’s broadband availability
reguirements as contained within the 2008 Settlement Agreement, provided that the
services meet of exceed all requirements of the 2008 Order, and the resold services are
purchased through and serviced by FairPoint.

2.7 If broadband milestone penalties are due and owing in excess of $500,000, the penalties shall
be retained by FairPeint and, subject to the approvat of the Commission for a particular
project(s}, FairPoint shall, within three years of the date of the penalty, invest or expend
those penalty amounts in FairPoint’s netwark, such te be in addition to any otherwise
required capital expenditures; provided, however, that the first $500,000 of such penalties
(in the aggregate, and not annually} shall be paid to the New Hampshire Telecommunications
Planning and Development Fund in accordance with paragraph 3.9 of the 2008 Settlement
Agreement and the 2008 Order.

Financial Canditions

3.1  The Financial Conditions set forth in Section 2 of the 2008 Settlement Agreement have been
replaced by the terms of this Regulatory Settlement, satisfied, or have been otherwise
rendered moot due to the deleveraging achieved through the Chapter 11 process.
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4,

Miiscellaneous Matters

4.1,

4.2,

4.3,

4.4,

4.5.

FairPoint agrees to continue its search for a Chief Information Officer with a goal of having a
Chief Information Officer in place by June 30, 2010.

The Plan shal! provide for the appointment of a new Board of Directors for reorganized
EairPoint consisting of a supermajerity of newly appointed independent directors. The Plan
shali further provide that the new Board of Directors will appoint a “regulatory sub-
committee” {the “Regulatory Sub-Committee”} which shall be charged with monitoring
compliance with the 2008 Order, as modified by this Regulatory Settlement, and alt other
regulatory matters involving the States of Vermont, New Hampshire and Maine. Either the
tead Director or the Independent Chair of the Board of Directors, at the Company’s option,

shall be available to voluntarily speak or meet with the Staff or the Commission where
appropriate and lawful.

Subject to Bankruptcy Court approval, ‘during and solely in furtherance of the process of
negotiating the terms of this Regulatory Settlement and any proceedings to obtain approval
thereof, and no less frequently than monthly through and ending on the ninety-first (91st)
day after the Effective Date of the Plan, FairPoint shall reimburse the State of New Hampshire
for all of its actual reasonable out-of-pocket expenses and costs in connection with FairPoeint’s
chapter 11 case and post-petition regulatory proceedings, including without limitation, the
reasonable fees and expenses of all professionals, including legal and financial advisors
retained by the State in connection with the chapter 11 cases, plus any other direct costs
reimbursable by FairPoint under applicable New Hampshire Jaw. [n addition, the State’s pre-
petition out-of-pocket costs, fees, and expenses, up te $50,000, shall be deemed allowed
under the terms of the Plan and, as part of this Regulatory Setilement, shali be paid in full on
the Fffective Date of the Plan. Forthe purpose of clarity, any request made within the time

set forth herein shall be deemed timely notwithstanding that Bankruptcy Court approval may
require additional time.

At least one member of the revised FairPoint Board of Directors will reside in a northern New
England state. In addition, FairPoint will maintain a state president who shall provide a senior
regulatory presence in New Hampshire able to reasonably respond to vatious future FairPoint
based Commission dockets or regulatery issues relating to telecommunications..

FairPoint shall not agree to or accept any term in a proposed settlement with the Maine
Public Utilities Commission, the Maine Office of Public Advocate, the Vermont Department of
Puhlic Service or the Vermoni Public Service Board pertaining to the Plan or, if applicable, to
any related approval for a change in control without offering the same term to the Staff
Advocates and/or the Commission in connectian with the Regulatory Settlement, a change in
control, or the approval of either by the Commission. FairPoint only shall be required to offer
such term(s) to the 5taff Advocates or the Commission in the event that such term(s)
represent a matertal difference in the benefits of this Regulatory Settlement, on one hand,
and the regulatory settlement effectuated in the jurisdiction of Vermont or Maine {(as the

case may be), on the other hand, considering each such Regulatory Settiement in the
aggregate.
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4.6.

a7,

4.8.

4.9,

Any management bonuses shall be based on a combination of EBITDAR {EBITDA plus
restructuring costs) and service quality metrics goals, and the weighting for each of these
categories shall be computed and clearly stated for the incentive and bonus plans for each
individual and for the company in total. It is the Staff Advocates’ expectation that compliance

with service guality metrics shall be afforded significant consideration in the weighting of
those categories.

The Parties agree to support this Regulatory Settlement and the applicatien for a change of
control and hot take any action in any case or proceeding involving FairPoint that would
hreach or violate the terms set forth in this Regulatory Settlement for so long as this
Regufatory Settlement is in farce.

For a period of two (2) years following the Effective Date of the Plan, FairPoint shall not pay
any dividends during any period of time while FairPoint is in breach of any of the material
terms of this Regulatory Settlement, but such dividend restriction shall apply only for so long
as FairPoint has not cured any such matetial breach{es). For the avoidance of doubt and for
example purposes only, in the event FairPoint fails to achieve the material requirements of
the SQi Plan metrics or broadband availability requirements as set forth in this Reguiatory
Settlement and FairPoint pays any penafty refated to such failure when due, FairPoint shall be
deemed to be in compliance with this Regulatory Settlement.,

As of the date hereof, FairPoint represents that it intends for the “New Term Loan
Agreement” and the “New Revolving Facility” {collectively with all related loan documents,
the “New Credit Agreements”) to contain substantially the same material terms and
conditions as contained in the Plan Support Agreement on file with the Bankruptcy Court as
of October 26, 2009. Coples of the New Cradit Agreements will be filed with the Bankruptcy
Court as part of the Plan Supplement and the Commission pursuant to Section 1.2 hereof.

‘The New Credit Agreements will provide that Northern New England Telephone Operations
LLC {or #ts successors or assigns, if any) shall not guarantee or otherwise be liable for, nor shall
any of its assets be mortgaged or pledged {excluding only the membership interests of

Telephone Operating Company of Vermont LLC) to secure, the obligations of FairPoint
thereunder.
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This Regulatory Settlement bas been duly executed as of this Sth day of February 2010.

FAIRPDINT COMMUNICATICNS, INC. & NORTHERN NEW
ENGLANG TELEPHONE QOPERATIONS LLC

‘Name: Peter G. Nixon

Title: President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

By:

Mame: T.Anne Ross, Esq.

Title:  General Gounsel & Staff Advocate
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This Regulatory Settlement has been duly executed as of this Sth day of February 2010,

FAIRPOINT COMMUNICATIONS, INC. & NORTHERN NEW
ENGLAND TELEPHONE OPERATIONS LLC

By

Mame: Peter G. Nixon

Title: President

MNEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

/4

‘/)Z@L Name: F. Anne Ross, Esq.

Title:  General Counsel & Staff Advocate
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Attachment 1: Key Service Quality Metrics Measured in 2010

for Purposes of Walving 2009 SQI Penalties

5Qi Metric

2010 Benchmark

% Installation Appointments Met

90%

% Installation Service Orders Met within 30 days 95%
Customer Trouble Reports Rate per 100 lines-Network 1.12
% 005 Troubles Cleared in 24 hours (excluding Sunday) 87%
% Repalr Commitments Met 89%
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Attachment 2

Authorized Network Enhanting Activities

Expansion of fiber to the premises network
Fiber deployment and expansion of capacity
Softswitch deployment
New products and services for:
Video/IPTV
" VolP

Carrier Ethernet Services

Other Investments presented to the Staff and approved by the Commission as appropriate

0383




Memorandum of Understanding between FairPoint and
the New Hampshive Office of the Consamer Advocate

This Agreement is entered into by and between FairPoint Communications, Inc. {together
with its subsidiary Northern New England Telephone Operations LLC d/b/a FairPoint
Communications - NNE, “FairPoint”) and the New Hampshire Office of The Consumer
Advoeate (“OCA™).

WHEREAS, on February S, 2010, the Staff Advocates of the New Hampshire Public
Utilities Commission designated pursnant to RSA 363:32 {(the “Staff Advocates™} and
FairPoint entered into a Regolatory Settlement that will be filed with the New Hampshire
Pubilic Utilitiés Commission (the “Conimission™).

WHEREAS, pursuant to RSA 363:28, the OCA has the right to appear, and take positions
on behalf of residential ratepayers, before the Commission.

WHEREAS, the OCA has réviewed the Regulatory Settlement.

WHEREAS, in consideration of the commitments made by FairPoint in the Regulatory
Senlement.

the New Hampshire Office of the Consumer Advocaie will not oppose the Regulatory
Settlement and will not advocate that third paities oppose the Regulatory Settlement ox
the relief requested from the Commission pursuant to-the terms of the Settlement.

This Agreement. has-been duiy executed as of this 5™ day of February 2610.

FAIRPOINT COMMUNICATIONS, INC. :
& NORTHERN NEW ENGLAND
TELEPHONE OPERATIONS LLC

By: M R

Name: Pefds G. Nixon :
Title: President

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE :

By:
Name: Meredith A. Hatfield, Esq.
Title: Consumer Advocate

0384




Memorandum of Understanding between FairPoint and
the New Hampshire Office of the Consumer Advocate

This Agreement is entered into by and between FairPoint Communications, Inc. {together
with its subsidiary Northern New England Telephone Operations LLC d/b/a FairPoint

Communications -~ NNE, “FairPoint”) and the New Hampshire Office of the Consumer
Advocate (“OCA”).

WHEREAS, on February 5, 2010, fhe Staff Advocates of the New Hampshire Public
Utilities Commission designated pursuant to RSA 363:32 (the “Staff Advocates™) and

FairPoint entered into a Regulatory Setflement that will be filed with the New Hampshire
Public Utilities Commission (the “Commission™).

WIHEREAS, pursuant to RSA 363:28, the OCA has the right to appeat, and take positions
on behalf of residential ratepayers, before the Commission.

WHEREAS, the OCA has reviewed the Regulatory Settlement.

WHEREAS, in consideration of the commitments made by FairPoint in the Regulatory
Settlement, the New Hampshire Office of the Consumer Advocate will not oppose the
- Regulatory Settlement and will not advocate that third parties oppose the Regulatory

Settlement or the relief requested from the Commission pursuant to the terms of the
Seftlement.

This Agreement bas been duly executed as of this 5% day of February 2010.

FAIRPOINT COMMIUNICATIONS, INC,
& NORTHERN NEW ENGLAND
TELEPHONE OPERATIONS LLC

By
Name: Peter G. Nixon
Title: President

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

By: m
Name: Meredith A Hatfield, Esq.
Title: Consumer Advocate
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Exhibit F

VDES Regulatory Settlement

{Exhibit E to FairPoint Plan of Reorganization]
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CONEIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

Post Filing Regulatory Settlement - Vermont

1. Process issues:

1.1.The Department of Public Service (“DPS”) will use reasonably practicable efforts to request that
the Public Service Board {the “Board”} approve this settlement with FairPoint Communications,
Inc. and its subsidiary, Telephone Operating Company of Vermont LLC {collectively, “FalrPoint”),
as discussed more fully below {the “Regulatory Settiement”). FairPoint and DPS (together, “the
Pariies”) agree that the Regulatory Settlement will be implemented either through {i)
FairPoint’s Chapter 11 Reorganization Plan or {ii} a Bankruptey Court approved settlement
which is approved by and as part of the Reorganization Plan confirmation process and pursuant
to the order confirming such plan ({i} or {il} being referred to as the “Plan”), which will be filed
by February 8, 2010, or such later date as may be necessaty in FairPoint’s good faith judgment,
with the United States Bankruptey Court, Southern District of New York {the “Bankruptey
Court”). Subject to Section 1.2, the Parties agree further that the obligations set forth in this
Regulatory Settiement shall be the only obligations sought by the Parties with respect to one
another with respect to any change of control proceeding and that such obligations shall be
hinding on the Parties only once the terms of this Regulatory Settlement are approved by the
Board and upon the Effective date of the Plan.

1.2. Al regulatory approvals by the Board that will be requested in connection with the
Reorganization Plan will be granted, if at all, by the Board contemporaneously with {or in
advance of) the Bankruptcy Court’s Confirmation of the Reorganization Plan or such lfater date
as may be agreed to by the Parties. Such approvals, if granted, shall incorporate the terms of
this Regulatory Settlement and will not include additional substantive new conditions (subject
to the last two sentences of this Section 1.2). The requested approval will include, If applicabie,
approval for the change of control contemplated by the Plan and which will oceur upon the
Fffactive Date of the Plan. In connaction with such approvals, FairPoint agrees to file testimony
with the Board as to its service quality remediation efforts. The Parties reserve the right to
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CONFIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S]}

address hefore the Board matters relating to FairPoint’s testimony regarding service quality
remediation, including whether plans for further rerediation are appropriate.

1.3. In furtherance of Board approval of this Regulatory Settlement, the Partias will file a proposed
procedural schedule for Board approval. This procedural schedule shall propose that any
transfer of control proceeding be concluded and be ripe for a Board decision no later than 80
days from the date an application seeking approval of such transfer of control is filed.

1.4.The terms of this Regulatory Settlement shail be voidable if the Board has not issued a final
order approving, if applicable, the change of control within 120 calendar days from the date an :
appiication to change controt is filed unless otherwlse agreed to by the Parties. The Parties i
shalt use reasonably practicable efforts to cooperate in the approval proceeding before the
Board, including in the preparation and timely filing of all required documents, exhibits,
testimany and other supporting evidence. in the event any material supplement or
amendment to the Plan {an “Amendment”} is filed with the Bankruptcy Court, then such
Amendment shall be simultaneously filed within one (1) business day thereafter electronically
with the Board, with the necessary paper copies to be flled with the Board within two (2) i
busineass days thereafter.

1.5. Either of the Parties may withdraw from any proceeding seeking Board approval of this
Regulatory Settlernent or change of control without prejudice if Board approval has not been
obtalned within the time frame provided for in Section 1.4. The Parties expressly agree that {i}
FairPoint's commencing or participating in any proceeding before the Board will not be used in
any way as an argument against FairPoint in any subsequent proceeding before the Bankruptcy

- Court in which FairPoint would seek a ruling from the Bankruptcy Court that any such Board
approval or Board proceeding is pre-empted by the Bankruptcy Code, and that (i} DPS
participation in any proceeding before the Bankruptcy Court, including seeking approval of this
Regulatory Settlement or approval of the Plan, will not he used in any way as an argument
against DPS or the State of Vermont in any subsequent proceeding before the Bankruptey Court
or that DPS submitted to the Bankruptcy Court’s jurisdiction and that any action by DPS, the
Board or the State of Vermont is pre-empted by the Bankruptcy Code. Inthe event of a
withdrawal by FairPoint or the DPS from this Regulatory Settlernent or any Board proceeding
seeking approval of this Regulatory Settlement, the DPS reserves its right to oppose the relief i
sought by FairPoint in any such 8ankruptcy Court proceading and FairPoint reserves the right to
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CONFIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

oppose the Board's jurisdiction with respect to approval of this Regulatory Settlement or a
change in control.

1.6. Because the sattiement with FairPoint will be implemented through the Plan of Reorganization
and the Board's change of control order, the Parties will recommend that all pending dockets
related to FairPoint be continued until either {i) a party exercises its right to withdraw from the
Regulatory Settlement or change in control proceeding in accordance with Section 1.5 prior to
Board approval, or (ii} the Effective Date of the Plan; provided however that all post-petition
payments due under the PAP shall be brought up to date, and going forward, made on a fimely
basis.

2, lIssues Related to Vermont Merger Conditions. FairPoint will meet the broadband build out
requirements, the capital investment requirements, and the SQRP service quality program
requirements of the 2008 Merger Order andfor the 2008 Settlement Agreement {as each term is
defined in footnate 1), with the following modifications as set forth below:

2.1, SQRP penalties for the 2008 and 2009 year will be deferred until December 31, 2010. if
FairPoint meets the service objectives for each performance area inciuded in Attachment 1,
averaged over 12 calendar months ending on December 31, 2010, then SQRP penalties for the
2008 and 2009 years will be waived. If FairPoint fails to meet the baseline for the performance
areas indduded in Attachment 1 hereto, the 2008 and 2009 SQRP penalties will be affected as
follows: for each performance area for which FaitPoint achleves the service objective averaged
over 12 calendar months ending on December 31, 2010, the 2008 and 2008 penaities will be
reduced by 10%. FairPoint shall adhere to all SORP performance areas during the 2010 year
and shall pay any SQRP penalties which may become due and payable related to FairPoint's
failure to meet performance areas during 2020.

2.2. The DPS will request that the Board allow it to withdraw its petition and recommend to the
Board that the revocation or modification of the CPG in Vermont, Docket 7540, be withdrawn
and tlosed; provided, however, that Reorganized FairPoint shall comply with the terms of this

tar008 Merger Order” means and refers to the February 15, 2008 ORDER RE: MODIFIED PROPOSAL IN Docket
nimper 7270, 2008 Settlement Agreement” means and refers to that certain Stipulation Among FairPoint,
Verizon New England inc. and the DPS, dated January 8, 2008,

0389




CONFIDENTIAL AND SUBIECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

Regulatory Settlement and shall otherwise comply with all applicable Vermont state faws and
regulations.

2.3. The broadband milestone penalties contained in the 2008 Merger Order, if any, will not be
enforced prior to June 30, 2011, provided that (a} FairPoint files with the Board, DPS and/or any
other appropriate regulatory body: (i) a broadband permitting and construction plan by May 1,
2010; and {ii) all necessary permit applications prior to October 1, 2010; and (b) undertakes all
commercially practicable efforts to implement the plan. The broadband permitting and
construction plan shall at a minimum identify tower sites and set a schedule for permitting and
construction. The broadband permitting and construction plan shall also identify planned
broadband service areas not dependent on tower construction. FairPoint shall share search
ring and structure requirements upon request with tower owners and developers and solicit
bona fide offers to provide suitable tower collocations or development on commercially
reasonahle terms within the timeframe required to meet its requirements under this
Regulatory Settlement. For every 30-day delay, ot portion thereof, in the issuance of tower
permits timely fited by October 1, 2010, with a complete application and pursued with
commercially reasonable efforts by FairPoint or a tower developer under contract with
FairPoint, but not issued prior to January 1, 2011, FairPoint will be allowed a 30-day delay in
huild out of that site.

2.4. Farthose exchanges in which FairPoint had committed to make broadband available to 100%
of the access lines pursuant to the 2008 Merger Order, FairPoint will build out to 95% of those
lines within the timeframe indicated in Sectian 2.3 above; and, with respect to the remaining
5% of lines within those exchanges, FairPoint will deploy broadband to any requesting
customer using an extended service interval of 90 days from the date of receipt of an order
from that customer, provided such order is made no sooner than June 30, 2011. Should
FairPoint fail to meet the 90 day extended service interval for any such customer, FairPoint
shall waive one menth of service charges for each 30 days {or fraction thereof] beyond the 90
day Interval. FairPoint agrees to use commercially reasonable efforts to notify customers in
the affected exchanges not served by the 95% coverage requirement of such service
availability, including providing written notice by June 30, 2011, to those customers. Such
notice shall include information about how to request broadband service from FairPoint and
explaln the extended service interval. FairPoint shall file with the DPS by lune 30, 2011, an
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2.5

2.6,

2.7.

CONFIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

electronic listing of FairPoint customer addresses in Vermeont which do not yet have FairPoint
broadband service available within a normal service interval.

FairPoint will request that a docket be opened by the Board to authorize FairPoint to invest
Federal High Cost Universal Service funds (estimated to be $7,000,000 in 2009} for three
consecutive years to upgrade local loop plant and infrastructure {including facilities between
central offices and remote terminals) through projects which may reasonably be expected to
improve network reliability and service quality. FairPaint may expend these funds in those
exchanges which have been identified for 100% broadband availability and, to the extent
permitted under the FCC rules, invest in network infrastructure which would also support
build-out of the remaining 5% broadband availability. FairPoint will review its request with the
BPS prior to filing it with the Board to seek input and support, which will not unreasonably be
withheld. Twelve months subsequent to Board approval of such a request made pursuant to
this section or June 30, 2011, whichever is later, the extended service interval described in
Section 2.4 above shall no longer be applicable and FairPoint shall provide broadband within a
normal service interval to any customer within the exchanges in which it has committed that it
wili make hroadband available to 100% of the access lines pursuant to the 2008 Merger Order.

FairPoint will have the option to resell terrestrial (non-satellite) based service providers’
broadband service offerings in order to fulfil FairPoint’s broadband build out and/or service
requirements as contained within the 2008 Merger Order?, provided that the services meet or
exceed all requirements of the 2008 Merger Order, as modified herein, and the resold services
are purchased through and serviced by FairPoint.

Nothing in this Regulatory Settlement shall prevent FairPoint from proposing to the DPS or the
Board modifications to the broadband build out commitment provided for herein that meet
the objectives of the 2008 Merger Order broadband commitments, as modified herein, while
reducing FairPoint’s expenditures, The DPS shall consider such proposals and nothing in this
Regutatory Settlement shall pravent the DPS from making any recommendation regarding
whether or not, in its sole but reasonable discretion, permitting such modifications promote
the general good of the State of Vermont.

?sea February 15, 2008 ORDER RE: MOBIFIED PROPOSAL IN Docket Number 7270,

0391

!




CONFIDENTIAL AND SUBJECT TO FRE 408 &
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2.8. If broadband milestone penalties are due and owing, then they shall be deposited into an
escrow account, with FairPoint and the BPS each recelving caples of the monthly statements
from the escrow agent, and shall be used to reimburse FairPoint for costs incurred by FairPoint
for additional network projects completed within 18 months of the date of the penalty. Such
additional network projects shall be subject to the approval of the DPS without regard to their
revenue-generating potential for FairPoint and shall consist of increases in broadband speeds,
the closure of additional gaps in broadband availability, or some combination thereof.

3. The financial canditfons set forth below from the 2008 Merger Order have heen replaced by the
terms of this Regulatory Settlement, satisfied, or otherwise rendered moot due to the
deleveraging achigved through the Chapter 11 process:

1.1.Requirement to pay the higher of 545,000,000 annually, or 90% of annual Free Cash Flow toward
permanent reduction of the Term Loans.

3.2.Requirement for FairPoint to reduce debt by 5150 million by December 31, 2012, based on
Leverage Ratio.

3.3.Limitation on payment of dividends based on Leverage and interest Coverage Ratios.

3.4. Requirement to repay outstanding borrowings ahead of dividends based on Leverage and
Interest Coverage Ratios.

4, Miscellaneous Matters

4.1, FairPoint agrees to continue its search for a Chief information Gfficer with a goal of having a
Chief Information Officer in place by June 30, 2010.

4.2. The Plan shall provide for the appoiniment of a new Board of Directors for reorganized FairPoint
consisting of a supermajority of newly appointed independent directors. The Plan shall further
provide that the new Board of Directors will appoint a “regulatory sub-committee” (the
“Regulatory Sub-Committee”} which shall be charged with monitoring compliance with the
2008 Merger Order, as modified by this Regulatory Settlement, and all other regulatory matters
involving the States of Vermoent, New Hampshire and Maine. Either the Lead Director or the
Independent Chair of the Board of Directors, at the Company’s optian, shall be available to
voluntarily speak or meat with the DPS at a mutually convenient time.
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4.3, Subject to Bankruptcy Court approval, during and solely in furtherance of the process of
negotiating the terms of this Regulatory Settlement and any proceedings to obtain approval
thereof, and no less frequently than monthly through and ending on the ninety-first (91st} day
after the Effective Date of the Plan, FairPoint shall reimburse the DPS and the Board for all of
its actual reasonahle post-petition out-of-pocket expenses and costs in connection with
FairPoint’s chapter 11 case, including without limitation, the reasonable fees and expenses of
all professionals, including legal and financial advisors retained by the DPS and the Board in
cannection with the chapter 11 cases, plus any other direct costs reimbursable by FairPaint. In
addition, the DPS and Board’s pre-petition out-of-pocket costs, fees and expenses up to
$144,000.00, shall be deemed allowed under the terms of the Plan, and, as part of this
Regulatory Settlement, shall be paid in full on the Effective Date of the Plan.

4.4. At Jeast one board member of the revised FairPoint board will reside in a northern New England
state. In addition, FairPoint will maintain a state president who shall provide a senior regulatory
presence in Vermont able to reasonably respond to various future FairPaint based dockets or
regulatory Issues relating to telecommunications. '

4.5. FairPoint shall not agree to or accept any term in a proposed settlement with the Maine Public
Wtilitles Commission, the Maine Office of Public Advocate, the New Hampshire Consumer
Advocate or the New Hampshire Public Utilities Commission pertaining to the Plan or, if
applicable, to any related approval for a change in control without offering the same term to
the DPS and/or Board in connection with the Regulatary Settlement, a change in control, or
the approval of either by the Board. FairPoint only shall be required to offer such term(s) to
the DPS or the Board in the event that such term(s) represent a material difference in the
benefits of this Regulatory Settlement, on one hand, and the regulatory settlement
effectuated in the jurisdiction of New Hampshire or Maine (as the case may be), on the other
hand, considering each such Regulatory Settlement in the aggregate.

4.6. Any management bonuses shzll be based on a combination of EBITDAR (ESITDA plus
restructuring costs) and service metrics goals and the weighting for each of these categories

shall be computed and clearly stated for the incentive and bonus plans for each individual and
for the company in total.

4.7. For a period of twa (2] years following the Effective Date of the Pian, FairPoint shall not pay
dividends during any period of time white FairPoint is in material breach of this Regulatory
Settlement, but such dividend restriction shall apply only for so long as FairPoint has not cured

0393 ;




CONFIDENTIAL AND SUBJECT TO.FRE408.&
APBLICABLE STATE PRIVILEGE(S)

said material breach. Forthe avoidance of doubt and for example purpbses only, in the event
FairPoint fails to achieve the material requirements of the SQRP metrics of broadband
availability reguirements'as set farth in‘this Regllatory Settlement and FairPoint-pays any
penaity refated to such failure when due, FairPoint:shill be deethed to be'in Compliance with
this RegulatorySettlement.

4.8.The signatories agree to support. this Regulatory Séttlement and the a"pi;‘)t'j tation far-a change in
control and riot take:-any actionin anycase or proceeding mvolving FairPoint that-would hredeh
orviolite the terms set forth in this Regulatory Settlement for so long as this Regulatory
Settlement is in force or untit-the-regulatory dpprovals set forth in Section 1.2 are recelved.

4.9, Itis' condition precedent to the Regulatory Settiement that the BPS shall receive and find
acceptable; inits sole but reasonable discretion, the bitsiness plan inéluding financlal
ability to-meét its obligations uhder this Regulatory Settlement and itsfeasibility to operate asa
going cancern over the long term.in a manneér consistént with-Vermont utility regulation. The
DPS must exercise its rights undir this section within:60 days of the date of the final execution
ofthe Regulatory Settlement.

This Regiitatory Settiement Has been duly executed.as of this 5th day of February 2010.

FAIRPOINT COMMUNIGATIONS, INC. & Telephoiie
Operating Camparny of Vermont LLC

By: 17
\{:{/W

Name: Peter G. Nixan.

Title: President

Vermont Department-of Public Service
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By_ < L/{/ /_‘/

Name: David O'Brien

Title:  Commissioner
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Attachment 1

Network Trouble Report Rate

% Residence Troubles Not Cleared in 24 Hours

% Business Troubles Not Cleared in 24 Hours

% Calls Not Answered in 20 Seconds, Residence

% Calls Mot Answered in 20 Seconds, Business

Repair Centers — Busy Rate

Repalr Centers - % Calls Not Answered in 20 Seconds

% Installation Appointments Not Met —~ Company Reasons

. Installation Orders Held — Residence & Business — Miss Install Rate
10. Installation Orders Held — Residence & Business — Average Delay Days

I U o
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Exhibit G

Officer List

[Exhibit G to FairPoint Plan of Reorganization]
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Officer List
Alfred C. Giammarino
Brian M. Lippold
D. Brett Ellis
David .. Hauser
Gary C. Garvey
James K. Weigert
Jeffrey W. Allen
Lisa R. Hood
Peter G. Nixon
Rose B. Cummings
Shirley J. Linn
Susan L. Sowell
Thomas E. Griffin

Vicky L. Weatherwax

[Exhibit G to FairPoint Plan of Reorganization] :
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PROJECTED FINANCIAL INFORMATION
FAIRPOINT COMMUNICATIONS, INC.

This section provides summary information concerning projections for the calendar years
2010 through 2013 (the “Projections™). In connection with the planning and development of the
‘Plan, the Projections were prepared by FairPoint to present the anticipated impact of the Plan.
The Projections assume that the Plan will be implemented in accordance with its stated terms.
FairPoint is unaware of any circumstances as of the date of the Disclosure Statement that would
require the re-forecasting of the Projections due to a material change in FairPoint’s prospects.
Capitalized terms not otherwise defined herein have the meanings ascribed to such terms in
either the Disclosure Statement or the Plan.

The Projections were not prepared with a view toward compliance with the guidelines
established by the American Institute of Certified Public Accountants or the rules and regulations
of the Securities and Exchange Commission.. The Projections are based on a munber of
assumptions made by management with respect to the future performance of Reorganized
FairPoint’s operations. Although management has prepared the Projections in good faith and
believes the assumptions to be reasonable, it is important to note that FairPoint can provide no
assurance that such assumptions will be realized. As described in detail in the Disclosure

Statement, a variety of risk factors could affect Reorganized FairPoint’s future financial position
and results of operations and must be considered.

The Projections should be read in conjunction with the assumptions, qualifications and
explanations set forth in the Disclosure Statement and the Plan in their entirety, and the historical
consolidated financial statements (including the notes thereto) and other financial information set
forth in FairPoint Communications’ Annual Report on Form 10-K_ for the fiscal year ended
December 31, 2008, FairPoint Communications’ Quarterly Report on Form 10-Q for the quarter
ended September 30, 2009 and any other recent FairPoint Communications report to the
Securities and Exchange Commission. These filings are available by visiting the Securitics and
Exchange Commission’s website at www.sec.gov or FairPoint’s website at www fairpoint.com.

Key Assumptions
A. General
1. Methodology: The Projections incorporate management’s assumptions and

initiatives, including the impact of new products and services, projected customer
trends and cost savings initiatives.

2, Plan Consummation: The operating assumptions assume that the Plan will be
confirmed and consummated on June 30, 2010. Although FairPoint would seek to
cause the Effective Date to occur as soon as practicable, there can be no assurance
as to when, or whether, the Effective Date will actually occur.

3. General Market Conditions: The Projections take info account the current market
environment in which FairPoint operates and assume a general improvement in
macroeconomic {rends beginning in 2010.
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Presentation: The Projections have been prepared by management and have not
been reviewed or andited by an outside accounting firm. No assumption has been
made with respect to fresh start accounting.

B. Prejected Consolidated Statement Of Operations

1.

Total Revenue: Projected revenues are the aggregation of revenues from
FairPoint’s primary lines of business—local and long disiance voice, network
access and data services. a. Local and Long Distance Voice: Local and long
distance voice revenues are driven by residential retail, business retail and
wholesale customers. Revenue projections are derived by multiplying forecasted
voice subscribers by an average revenue per wnit (“ARPU™). Consistent with
industry trends, FairPoint assumes that it will continue to lose local and long
distance voice customers to wireless substitution, wireline competition from

competitive local exchange carriers and cable operators, and as dial-up customers

replace their service with DSL technology which does not require a second line.
FairPoint assumes that the trend for voice ARPUs will remain relatively flat or
shightly decline throughout the projection period. b. Neitwork Access: Network
access revenues are comprised of interstate switched and special access, intrastate
switched and special access and universal service fund receipts. Both interstate
and intrastate switched access revenues are assumed to continue to decline,
consistent with industry trends, as switched access minutes of use traveling across
the network decline and rates per minute decrease. Special access revenues,
comprised mostly of special circuits like DS3s and OCNs, are projected to
mcrease substantially throughout the projection period. Following the acquisition
and integration of the NNE Operations, FairPoint believes there is considerable
opportunity for growth in special circuit revenues as the business market—the
primary purchaser of special circuits—was largely underserved by Verizon. To
capitalize on this opportunity, FairPoint is investing in a next generation network
upon which FairPoint will offer a new suite of internet protocol services to the
business market. Accordingly, FairPoint has added a substantial sales force in the
three state territory to service this customer base, whereas Verizon maintained
virtually no direct sales personnel in the region. Finally, universal service fund
receipts have become a smaller portion of the overall revenue base following the
acquisition from Verizon. Since Verizon is a regional bell operating company,
the NNE Operations received relatively little USF funding, which did not change
following their acquisition by FairPoint. ¢. Data Services: Broadband service is
a key element of FairPoint’s long-term growth strategy. FairPoint’s pre-merger
legacy operations boast one of the highest broadband availability and product
penetration rates among independent local exchange carriers in the country. The
NNE Operations weye significantly underserved prior to their acquisition by
FairPoint. As part of FairPoint’s acquisition business plan, FairPoint planned to
invest in a next generation data network to expand broadband availability
throughout Maine, New Hampshire and Vermont. The core portion of this
network is now complete and FairPoint is ramping up sales and marketing efforts
to begin adding subscribers. The forecast assumes considerable growth in data
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subscribers and flat ARPUs over the forecast period, with a general goal to reach
current “legacy” FairPoint penetration levels by 2013.

Total Expenses (excluding Depreciation and Amortization): Expenses include
cost of goods sold and operating expenses.

a. Cast of Goods Sold (“COGS™): FairPoint considers all wholly-variable;
third-party costs to provide service across its product lines as COGS.
COGS primarily includes access charges paid to other telcos and long
distance caitiers for voice traffic and third-party ISP service costs for data
customers. Because the majority of FairPoint’s revenues come through
voice services and most calls travel on-network, the gross margin on
revenues is relatively high. COGS are assumed to increase over the
projection period, primarily as a result of the anticipated launch of new
products that have lower gross margins.

b. Operating Expenses: FairPoint considers all other costs to be operating
expenses. Roughly one half of operating expenses are employee related.
Other major operating expense categories include operating taxes,
contracted services, network and IT operations, marketing expenses, bad
debt expense, building related expense for leases and maintenance, motor
vehicle expense, billing expense and other. The forecast assumes a
considerable drop in operating expense from 2010 to 2011. All integration
and Cutover related costs are expecied to be eliminated by 2010. In
addition, 2010 includes significant expenses related to FairPoint’s
restructuring activities. Finally, 2010 includes the initial benefit of certain
cost savings initiatives expected to occur throughout 2010, with a full
year’s benefit being realized beginning in 2011. The Projeciions then
assume flat to slightly increasing operating expenses for the remainder of
the projection period consistent with modest inflation, offset by continued
cost controls and expected productivity enhancements.

Depreciation and Amortization: Depreciation and amortization is comprised
primarily of depreciation expense for property, plant and equipment and the

~ amortization of certain intangible assets generated as a result of the acquisition of

the NNE Operations from Verizon. Depreciation and amortization is forecast
consistent with current accounting policies and expected useful lives.

Interest Income: Interest income reflects the interest earned on the projected cash
balance throughout the projection period.

Dividend Income: FairPoint has investments, including those in which itis a

minority owner, which pay dividends. Future dividends were forecast based upon -

recent historical trends.

Other Non-operating Income/(Expense). Prior to the assumed Effective Date in
2010, other non-operating income/{expense) consists primarily of the
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amortization of debt issuance discount associated with the current capital
structare.

7. Gain/(Loss) on Debt: For 2010, the gain/(loss) on debt includes gains on current
interest rate swap agreements, projected through the assumed Effective Date, and
a preliminary estimate on the gain on extinguishment of debt due to the
reorganization, which is subject to revision.

8. Stock Based Compensation: No assumption for stock based compensation has
been made.
9. Interest Expense: Interest expense is based upon projected debt levels and

applicable interest rates, as outlined in Section III (“Prepetition Obligations and
Capital Structure”) of the Disclosure Statement.

10.  Income Tax Fxpense/(Benefit): The Projections reflect the book income tax
impact of the preliminary estimate for the gain on canceliation of debt due to the
reorganization in 2010 and the expectation of minimal pre-tax book income in
2011 and beyond. Due to various temporary book-tax differences, and because
FairPoint’s net operating loss carry-forward asset is expected to decrease
substantially due to the reorganization, cash taxes are expected to exceed book
taxes beginning in 201 1.

Projected Consolidated Balance Sheet
1. Cash: The cash balance projection is forecast using the cash flow statement.

2. Accounts Receivable: Accounts receivable is assumed to remain relatively flat
over the forecast period. Collections are expected o improve from current levels,
as 2009 activities have been impacted by the recent systems conversion following
the acquisition of the NNE Operations from Verizon.

e

Other Current Assets: Other current assets include materials and supplies, the
current portion of deferred income taxes and other current assets. In total,
FairPoint does not expect significant fluctuations in these line items.

4. Net Property, Plant and Equipment: Net PP&E is forecast using capital
expenditures and depreciation from the income statement and cash flow
statement. Near-term depreciation is expected to exceed capital expenditures, as a
large portion of the 2008 capital expenditures, which related to the development
of new systems for the NNE Operations, is depreciated over a much shorter life
than traditional telephone network assets.

5. Intangible Assets and Other: Intangible assets are primarily the result of goodwill
and other intangible asseis created as a result of the acquisition of the NNE
Operations from Verizon. Goodwill is not amortized, while other intangibles are
amortized based upon their expected useful lives. Other assets include prepaid
pension assets, debt issuance costs associated with the current debt facility, which
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10.

is eliminated upon the assumed Effective Date in 2010, and other. The line item
is forecast to decline as intangible assets are amortized, offset partialty by
increased pension asset balances.

Accounts Payable and Accrued Liabilities: Includes trade payables, payrolls and
other accrued liabilities. Following the reorganization, management forecasts that
accounts payable will return to more ordinary levels and remain relatively flat,
consistent with the forecast for expenses in 2011 and beyond.

Other Current Liabilities: Accrued liabilities include the current portion of long-
term debt, accrued interest, current interest rate swap agreements and other
accrued liabilities. The current portion of long-term debt, interest rate swap
agreements, accrued interest and a significant portion of other accrued liabilities
are assumed to be reduced significantly or eliminated ag a result of the
reorganization. Following the reorganization, other current liabilities are
expected to increase gradually as a larger portion of the New Term Loan and the
New Revolver are classified as current over time.

Post-Reorganization Debt. Reflects post-reorganization debt based upon the
proposed Plan.

Other Long-Term Liabilities: Includes accrued pension obligations, employee
benefit obligations, deferred income taxes and other long-term liabilities,
Management anticipates that accrued pension obligations and employee benefit
obligations will continue 1o rise as the actuarially determined expense exceeds
cash funding amounts. In addition, the reorganization is expected to generate

considerable deferred tax liabilities that will decline over time as cash taxes
exceed book taxes.

Shareholders’ Equity: Shareholders’ equity changes each year by the amount of
net income. No dividends to common stockholders are projected in the plan.

D. Projected Consclidated Statement of Cash Flows

1.

Operating Cash Flow: Operating cash flow is forecast starting with net income
and adjusted for certain non-cash items included in income as well as for working
capital changes. The most significant non-cash adjustment 1s related to the one-
time gain resulting from the cancellation of debt related to the restructuring
activities described above. Working capital changes are expected to be positive
due to certain pension and post-employment benefit expenses which reduce
income each period, but are non-cash and therefore create a positive working
capital adjustment in the Cash Flow Statement. FairPoint has collective
bargaining agreements which entitie union workers to receive post-employment
(retiree) health benefits. Such expenses are recognized over the expected working
life of the participant, while cash payments are not required until employees retire
and begin to incur such costs.
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Investing Cash Flow: Capital expenditures is the only meaningful item included
in investing cash flows. Capital expenditures are comprised primarily of
continued broadband spending, maintenance and improvements on the existing
network infrastructure and information technology investments.

Financing Cash Flow: The New Term Loan and the New Revolver include
certain excess cash flow sweep provisions. Repayments of long-term debt are
forecast in accordance with the terms of the New Term Loan and the New

Revolver and capital lease obligations are forecast based upon current lease
agreements.
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FairPoint Communications, Inc.
Psojécted Consolidated Stateniént of Operations (Unauditéd)

{5 in 0008) 2010E 2011E 2042E 2013E
Ravenues $1,161,722 $1,210,770 $1,234,961 51,234,714
Tetal Expenses (excluding D&A) : (859,071} {797,119) {798,929) (797.425)
EBITDA from operations $302,851 $413,651 $436,032 $437,289
% margin 26% 34% 8% 35%
Deprecialion & Amorlization (342,049) {352,202) (361.727) {376,349)
EB!T {$39,399) $61,449 $74,305 £66,941
Non-operating income ! (expense)
Interest Income 896 2,034 3,141 4,256
Dividend Income 800 850 800 800
Other Mon-operating Inc/Exp (3,860} {163} {163} {163}
Galn(Loss} on debt {a) 671,305 - - -
Stock Based Compensation - - - -
Total non-operating income / (expense) £60,041 2870 3,778 4805
Interest expense (104,515) (65,286) (67,262) (61,879)
Pre-ax incomel{loss) 525127 1,177 10,821 9,856
Income fax expensedbensiit) 210,051 {471} 4,328 3,042
T e R e S SRR,
Memo:
EBITDAR (b) 346,128 413,551 436,032 437,289

Note: Projeclions do not include any fresh start accounting adpusiments
{a} Represents the preliminary estimated gain on the extinguishment of debt due {o the rearganizalion, subject to revislon
{b) EBITDA from operations excluding ali cutover related costs and also excludes restucturing fees, severance and other one-time adjustments
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FairPoint Communications, Inc

{$in 000s} - 2010E 2011E 2012E 2013E
Cash flows from operaling activitles
Net income/(ioss) $315,076 {$706) $6,492 $5.914
Depreciation and amortization 342,048 352,202 361,727 370,349
Amorilzation of debt ssuance costs 2,753 183 163 163
Gain on interest rate swaps {18,787) - - -
LT Deferred income fax net 208,050 {4,908} {8,488) (28,795}
COD income (852,518} - - -
Decrease [ {Increase) In Accounts seceivable 2,548 (4,926) {3,267} 2.555
Increase / (Decrease) in Accounts payable 11,148 9,455 {2,327) (2,947)
Increase f (Decrease) in Accured inlerest payable : 71,417 - - -
lnorease | (Decrease) in Other accrued liabilities 6,000 - R _
Increase / {Decrease) in Capgeminl payable {457} (147} . {184) -
Increase f {Decrease) In Panslon + employes benefits 28,433 18,633 24,400 28,300
TFotat QOperating cash flow : 316,712 289,766 378,508 374,339
Cash flows from investing activities
Capex . {199,711) {185,711) (168.711) {150.71%)
Total Investing cash flow i $199,711) (186,711) {168,711) {150,711}
Cash flows from financing rotivities
Cash flow sweep {11,175) {62,136} {86,679) (51,282)
Repayments of long-term debt (5,000) (16,000} (30,000) {100,000}
Repayment of capital lease cbligaflons {1,800} {1,800) {1,800} {1,800)
Total Financing cash flow e (17.975) {73,936) {117,879) (153,082}
Cash and cash eguivalents, beginning of periog : 36,125 135,154 244,270 336,189
Change in ¢ash and cash equivalents S 99,028 100,120 91,918 70,548
Cash and cash equivaleats, end of period - 135,154 244,270 336,189 406,734
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FairPoint Communications, Inc

106t (Uravdite
(% in 0C0s) 2010 2011E 20125 2013E
Assels
Cumrent Assets:
Cash $135,151 $244,270 $33€6,188 $406,734
Accounts Receivable 182,667 187 593 160,860 188,305
Qther Current Assets 149,905 149,965 145,805 149,205
Total Curend Assetls 467,723 581,769 676,954 744,944
Noncurent Assets:
Met PPAE 1,830,165 1,687,245 1,516,801 1,318,735
Intangible Assets & Cther 837,924 817,088 795,854 774,218
Tolal Moncurrent Assets 2,668,089 2,504,334 2,312,655 2,093,853
Total Assets $3,135,812 $3,086,103 $2,989,608 $2,838,598
Liabitilies & Shareholders' Equity
Current Liabilities:
Accounis Payable and Accrued Liabilities $83,633 $92,940 $90,420 $88,273
Other Current Liabilities 116,688 136,686 206,686 280,404
Total Gurrenf Liabilities 200,318 229,626 297,105 3B8.677
Noncurrent Liabflilies:
Post-Recrganization Debt 975,588 883,452 697,374 471,051
Other Long-Term Liabilitles §99.815 713,640 729,252 727.33¢
Totat Noncurent Liabilities 1,675,403 1,597,082 1,428,628 1,198,430
Total Liabflities 1,875,721 $1,826,718 31,723,731 $1,567,107
Shareholders’ Equity 1,260,081 1,259,385 1,285 877 1,271,791
Total Liabilittes & Shareheolders” Equity $3,135,812 $3,086,103 $2,989,608 £2,838,898
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{5 in 00Ds)

Cash

Revolver

Term loan A

Term loan B )

New senior secured credit facility

Met obligations under Interest Rate Agreements
Total Credil Agreement Secured Debt

Caphalized Lease Obligations
Tolat Secured Debt

Senicr noles
Exchange notes
Totzl Debt

FairPoint Communications, inc.

Estimated
&/35/2010

Cap Structure

$51,041

150,905
496,626
1,342,209
98,777
2,089,217
6,958
2,096,165

98,676
475 861
2,670,629

Adjustments.
(11,041)

{150,905)
{495,526)
{1,342,908)
1,000,000
(98,777}
{1,089,217)
150
(1,068,267)

{88,676)

(475,961)
11,664,004)

Pro Forma
Cap Structure of
Reorganized
Debtors

40,000

1,000,000
4,000,000

6,818
1,008,818

1,006,818
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Exhibit C
FairPoint Communications, Iuc. ctal
Liquidation Analysis / Best Interests Test

Introduction

Pursuant to section 1129(){7) of the Bankruptcy Code, often cailed the “best interests test”, holders of
allowed claims must either (a) accept the plan of reorganization, or (b) receive or retain under the plan
property of a value, as of the plan’s assumed effecdve date, that 15 not less than the value such non-accepting
holders would receive or-retain if the debtors were to be liquidated under Chapter 7 of the Bankruptey Code
on such date. The Debtors believe that the Plan meets the “best interest of creditors” test as set forth in

secton 1129(2)(7) of the Bankruptey Code. All capitalized terms not defined in this Liquidation Analysis have
the meanings ascribed to them in the Plan and Disclosure Statement.

The Debtors believe that holdets of Allowed Claims in each Impaired Class will receive at least as much
under the Plan 2s they would if the Debtors were liquidated under Chaprer 7 of the Bankmuptey Code. The
Liguidation Analysis reflects the estimated cash proceeds, net of liquidadon-related costs, which would be
realized if the Debtors were to be liquidated in accordance with Chapter 7 of the Bankrptey Code.

Underdying the Liguidation Analysis are numerous estimates and assumptions regarding liquidation
proceeds ihat, although developed and considetred reasonable by the Debtors’ management and its
advisors, are Inherently subject to significant business, economic, regulatory, and competitive
uncertainties and contingencies bevond the control of the Dehtors, their management and their
advisors. Accordingly, there can be no assurance that the values reflected in the Liquidation
Analysis would be realized if the Debtors were, in fact, to undergo such a liquidation, and actual
results could matetially differ from the tesults herein. The underlying financial information in the
Liguidation Analysis was not compiled or examined by any indepcndént accountants. No
independent appraisals were conducted in preparing the Liguidation Analysis.

The Liquidation Analysis was prepared by management of the Debtors and their advisors. Unless otherwise
stated, the Ligquidation Analysis is based on FairPoint Communication Inc.’s consolidated balance sheet as of
September 30, 2009 except for cash balances and where otherwise noted. Current cash balances are included
in the Liquidation Analysis, which is predicated on the assumption that the court appointed Chapter 7 trustee
{the “Chapter 7 Trustee”) would prompty commence a2 Chapter 7 liquidation.

It is assumed that the liquidation of the Debtors would continue for a petied of six months under the
direction of the Chapter 7 Trustee, duting which time all of the Debtors’ major assets (consisting mostly of
the equity in the Legacy and NINE Subsidiaries (each as defined in the Plan)) would be sold or conveyed to
their respective lien holders, and the cash proceeds, net of liquidation related coses, would then be distriluted
to the creditors in accordance with section 726 of the Bankruptcy Code. This six-month assumprion is
primarily based on severe anticipated time pressure to sell and stabilize the business before critical resources
dissipate along with finite cash available to the Chapter 7 Trustee. These critical resources include, but are
not limited to, continued supply and ctedit suppost from vendors, retention of key employees, and
mzintaining customers. There is the potental that the sale of the business extends ro 2 nine-month or a
twelve-month sale process during which dme the business deteriorates to the point where the going concern
value is discounted even further by potential acquirers, which would further reduce recoveries for all
creditors. Thezefore, the results of this Yiquidatdon Analysis can be considered optimistic.
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The Liquidation Analysis assumes distressed sales on a going-concern basis for these businesses. Net
proceeds from the sale of these businesses would be available for distsibuton to creditors of the estate.
There can be no assurance that the actual value realized in a sale of these operztions would yield the balances
assumed in the Liquidation Analysis.

For purposes of the Liquidation Analysis, Debtor entities have been assigned to two categories, guarantor
entties and non-guarantor endtes. Guarantor entities include the borrower under the Prepenton Credit
Agreement and the Debtots that graranteed those loans (the “guarantor entities”). Non-guarantor entities
include Debtors that pledged ne assets or common stock of the entity that was pledged under the Prepetition
Credit Agreement {the “non-guarantor entities”). The non-guarantor entities are fusther segmented into the
Northetn New England Operating Entity and the Legacy Operating Entity.

The Liquidation Analysis assumes that liquidatdon proceeds would be distributed in accordance with
Bankruptey Code secton 726. If the Diebtors were quidated pursuant to Chapter 7 proceedings, the amount
of liquidaticn vatue available to creditors would be :educed,' first, by the costs of the liguidation, which
includes the fees and expenses of the Chapter 7 Trustee appointed to manage the liquidation, the fees and
expenses of other professionals retained by the Chapter 7 Trustee to assist with the liquidation, and other
asset disposidon expenses; second, by claims associated with the DIP Facility, including letters of credit that
are expected to be drawn if a conversion to a Chapter 7 liquidation occurred plus Claims under the carve-out
for vapaid professional fees (the “Carve-Out™), collectively “IDIP Collateralized Obligations™; thizd, by the
Chapter 11 Administradve Expense Clairns, including administrative trade claims and Chapter 11 professional
fees in excess of the Carve-Oug; fourth, by the Claims of creditors of the non-guarantor entitics assuming that
there are sufficient asset values at each of these entities; fifth, any remaining residual value at the non-
guaramor entities would be available 1o the secured creditors of the guarantor entties 1o the extent of the
value of their collateral except as described herein; sixth, the assets of the guarantor entities would be reduced
first by any administrative and priority claims at that specific endty, the remaining proceeds would be
available to the general unsecured creditors pard passu with the deficiency secured claims.

The Liquidation Analysis necessarily contains an estimate of Claims thar ultimately will become Allowed
Claims. Estimates for varions Classes of Claims are based solely upon the Debtors’ review of their books and
records and assume payment of certain prepetidon Claims pursuant to orders entered at the beginning of
these Chapter 11 cases. No order or finding has been entered by the Bankruptcy Court estimating ot
otherwise fixing the amount of Claims at the projected levels set forth in this Liquidaton Analysis. In
preparing the Liquidation Analysis, the Debtors have projected amounts of Claims that are consistent with
the estimated Claims reflected in the Plan with certain modifications, The Liquidation Analysis does not
contain potental damage Claims with respect to executory contracts that may be rejected and thus does not
include diluton for those Claims, which would otherwise further dilute recovery to creditors.

Regulatory Concerns for Chapter 7 Liquidation

The nature of FairPoint’s business and its unique positon as 2 regulated udlity providing essential services
the residents of the jurisdictions in which it operates should be considered within the context of a Chaprer 7
liquidaton of FairPoint. Given the status of the FairPoint incumbent local exchange cartiers as {) essendal
providers of wireline telecommunications services and (i) telecommunications carriers of last resort in
multiple jurisdicdons, it is highly unlikely that regulatory antherities would allow these carriess to cease
operations and lquidate the utlity assets in a piccemeal fashion. Instead, the Bankruptey Court would Lkely

(%)
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find that the liquidation value of FairPoint would be an evgluation premised upon a sale (or sales) of
opetzting telecommunications cartier operations as a whole, by carsier or by groupings of exchanges.

Ttis assumed that in the event of 2 failed reorganizadon and a conversion to liquidation under Chapter 7, a
Chapter 7 Trustee would be appointed who would continue to operate the telecommunications wiility
business pending liquidatdon. With likely limired access to financing, available cash would be applied to fund
irmmedizte operations and pay administradve expenses in the bankruptcy proceedings. The reduction or
cessation of investment in network improvements and broadband expansion, and the liquidation process
generally, would heighten the regulatory scrutiny of the Hquidatng business.

General Approach and Results of the Liguidation Aralysis

The Debtors have 80 legal entities that operate local exchange carriers in rural parts of the United States
consisting of the Legacy and Northern New England businesses. To maximize total liquidation value, the
Liquidation Analysis assumes that the Debtors’ operating assets are sold 25 a going concern that would be
effectuated through distressed sales of the Legacy and NNE Subsidiades.

The estimated ptoceeds of a hypothetical Chapter 7 liquidation for ali assets of the 80 Debtor entities were
caleulated based on assumptions provided herein and applied w estimated Claims values for these entities to
determine recovery estitnates among creditor Classes. In addidon, these recovery estimates among creditor
Classes were compared to estimated recoveries under the Plan.

As will be demonstrated herein, all Impaired creditos classes are estmated to receive less in the Liquidation
Analysis than under the Plan. The DIP Collateralized Obligations are anticipated to zeceive 100% recovery
under both the Plan and the Liquidation Analysis. Consistent with the Plan , all creditors of the Legacy

Subsidiaries are anticipated to receive a 100% recovery on their pre-petition Claims as are all creditors of the
NNE Subsidiaries.

In general, it is assumed that a conversion to a Chaptex 7 liquidation would result in immediate zctions by a

Chapter 7 Trustee 1o sell the enterprise as a going concern. The Chapter 7 Trustee will be under pressure to
find an immediate buyer before the business deteriorates due to loss of critical resources as customers delay
paymments for services and /or find alternative solutions, key employees resign, important vendors no longer
cooperate and other business pressures would emerge with 2 conversion to a Chapter 7 liquidation.

Given that the businesses would be sold pursuant to 2 forced sale for cash, management and its advisors
believe the appropriate method {or caleulatng a quidation value is by applying 2 depressed EBITDAR
multiple for the Legacy and NNE Subsidiaries. The adjusted EBITDAR! for the Company is calculated by
using actual annualized nine months year-to-date EBITDAR as of September 30, 2009 (“actual EBITDAR™).
However, actual EBITIDAR has been reduced by 25% to reflect a rapid deterioration in the business during
the six-month sale period. The 25% EBITDAR reduction is deemed to be reasonable when considering the
year over year decrease in EBITDAR that FairPoiat experienced as it was moving towards a Chapter 11

filing. Any sale under a Chaprer 7 liguidation will need to be executed with the utmost haste, as the operating
endties will be facing significant business pressures. The inability to raise liquidity for working capital needs, a
significant loss of customers, and the loss of key employees are all issues that wili work to depress the value
of the business to potental acquirers. A limited buyer pool, significant regulatory hurdles (discussed above), 2

! Adjasted EBITDAR excludes all cutover related costs (T'SA, CapGemini, bubble workforce, overtime, conwractors,
etc.) and also excludes restrucruring fees, severance, and other one-time adjustments.

3
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continuation of 2 poor economic environment that is not conducive to selling a business in a fiquidadon
scenatio, and the operational challenges associated with operating 2 business under Chapter 7 proceedings,
iead management and its advisors to believe that any potential buyer will value the business based upon
current earnings, which are expected to decline in a Chapter 7 liquidation. In view of these issues, coupled
with the speed at which a transaction must be executed, it is further anticipated that any potential acquirer will
demand a discount to current transaction muldples. The enterprise valuation under the Plan assumes a
precedent transaction EBITDAR multiple range of 4.5x to 5.0%; however, due to the crcumstances
serrounding 2 Chapter 7 liquidation, it is assumed that any acquirer will discount cusrent ransaction multples
by at least 33% to 40%. This decrease is based on the experiences of FairPoint’s advisors and assumes that
financial buyers will likely not be interested in acquidng these assets in a Chapter 7 sitmation given the
significant regulatory complications. Thesefore, it is assumed in the Liquidation Analysis that a sale of the
Debtors’ business in a Chapter 7 liquidation would be based on an EBITDAR muliple of 3.0x. Sale

multiples may ultimately be different between the Legacy and NNE Subsidiaties; however, the 3.0x multiple
was used in the valuation of both entity groups for simplicity.

Addigional analyses of the discounts to earnings and reducdons 1o EBITDAR multples were pesformed o
provide more perspective on these variables, Ata 25% drop in earnings, the going concern business would
have to sell at a 7.0x multiple for secured creditors to receive the same recoveries in the Liquidation Analysis
as received under the Plan, By climinating the 25% camings drop, the business would have to sell at a 5.3x
multple for this to occur. In general, the Chapter 7 Trustee would have to achieve the same growth in
earnings as projected in the Plan without buyers discounting the EBITDAR multiple. This is highly unlikely
for many reascns, but most importantly the Chapter 7 Trustee would likely have to make the same capital
investments that are contemplated in the Plan. The possibility of this is considered to be remote given that

. the Plan assumes revenue growth in data and special access services through the continued build out of
FairPoint’s next generation network known as VantagePoint and the rollout of 2 new IP suite of business

services. This growth is predicared on capital expenditures of $200 million in 2010 and continuing high levels
of capiial expenditures in 2011 and beyond.

Itis assumed that the going-concetn sale transactions would be effectuated as a sale of the ownership
interests in the Debtors’ various legal entities without regard to any tax labilities or benefits resulting from
the sale. Alternative structures for the transactions, including a direct sale of assets, would likely generate
certain tax Habilities (such as sales tax) that would reduce the net proceeds available for distribution to the
creditors. These tax liabilities conld be significant and, thetefore, excluding these potential liabilities is
considered conservative to this analysis.

Liquidation proceeds are distributed to creditoss the pursuant to the distribution priorities estzblished under
the Bankruptey Code. In the case of this Liquidation Analysis, the Legacy and Northern New England
operations are assumed to be sold as going concerns.

For the purposes of the Liquidation Analysis, it is assumed the Claims will be satisfied in the following order:

1. Chapter 7 Administrative Claims — Chapter 7 Trustee Fees; Chaprer 7 Professional Fees

2. Chapter 11 DIP Collateralized Obligations — Letters of Credit issued pursuant to the DIP
Facility; Chapter 11 Professiona! Fee Carve-Out

3. Chapter 11 Administrative and Priorty Claims (Non-Guarantor Entties) — Liabilities
incuzred in Chapter 11 at the operating entities and at the respective non-guarantor entizdes
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4. Chapter 11 Non-Guarantor Pre-Petidon Claims — Pre-petition Claims at entities where the
proceeds from the sale of the business exceeds the liabifities
Chapter 11 Secured Claims - Prepetition Credit Agreernent

6. Chapter 11 Administrative Claims (Guarantor Entities) — Liabilities incurred in Chapter 11
at the parent company and guarantor entities

7. Chapter 11 General Unsecuzed Claims (Guarantor Fndries) — Senior Notes, trade payabiles
at the parent, Prepetidon Credir Agreement deficiency claims 2.

The estimated recovery for each of these Claims in the Plan and the Liguidation Analysis is presented below.

Preliminary Estimated Recovery %

Claim Class Allowed Claim Plan* Liguidation
Chapter 7 Administradve Cleims $ 11,308 N/A 100%
DIP Collateralized Obligations 21,200 10G% 100%
Chapter 11 Administrative Claims (NNE} 15,776 100% 100%
Chapter 11 Non-Guarantor Pre-Pedition Claims (NNE; 15,473 100% 100%
Chapter 11 Administrative Claim s (Legagy) 2,413 100% 100%
Chapter 11 Non-Guarantor Pre-Petition Claims (Legacy) 12,540 100% 100%
Chapter 11 Guarantor Seaared Claims 2,094,917 87.9% 3%
Chapter 11 Administrative Claisas - (FCI & Guarantor Bntities) 22,000 100% 100%
Chapter 11 General Unsecured Claims - {Guarantor Entities) 3,453 100% 8%
Chapter 11 General Unseaured Claims (FCI, exduding defidency daims) 635,627 16.9% 3%
*Reapveries estimated under the Plan are estimated based on the mid-point valuation ss desasbed in Appendix D of the Disdosure
Starement

Based on the estitated recoveries in the Plan and Liquidation Analysis, it is management’s and their advisors’
opinion that the Plan of Reorganization satisfies the “Best Interests Test.”” Under the Plan, each creditor
class will receive at least the same vakie or significantly more than they would if the business were to be
subject to a Chapter 7 liquidation.

Notes to Liquidation Anslysis

Note A — Assuts Availabie for Distribution

In genexal, the operating entities of the Debrors are non-guarantor entities that are owned by guarantor non-
operating enttes. It is assumed that assets of the non-guarantor operating entities will be promptly sold as a
going concern, and the tangible fixed assets in possession of the guarantor entities will be liquidated. Upon
the closing of the transactions i sell the Legacy and NINE Subsidiaries, the sum of those proceeds would
first be used to satisfy the Chapter 7 Administzadve Claims and the DIP Collateralized Obligations, and then
would be availzble for distribudon to the creditors of each entity. It is assumed that the Legacy Subsidiaries

2 In preparation of the Liquidation Analysis each individval guarantor entity’s books and records were reviewed, and 2
sepasate liquidation analysis was performed for each of the guarantor enddes. It was assarmed that proceeds generated
from the sale of the operating entities are used to satisfy the claims of the Prepetidon Credit Agreesnent, and any
deficiency claim is asserted at the guarancor entities. These deficiency Claims are assumed to be parz passs with all other
unsecured creditors in these entities.
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genezate 35% of the total value available for distribution while the NNE Subsidiares generate 65% of the
total value. This estimated distribution of value is based upon relative EBITDAR generated by the Legacy
and NNE Subsidiaties. The proceeds available for distribution after satisfying the Chaptér 7 Administrative
Claims and the DIP Collateralized Obligations ate then distributed to the Legacy and NNE Subsidiaries
based on the percent of EBITDAR generated by the respective entities.

The proceeds of the non-guarantor entities must first be used to satisfy all pre-petition and afl post-petition
creditors of the non-guarantor endties. As the equity values of the non-guarantor entities are upstreamed to
the guarantor entities, those proceeds are first used to sadsfy the Prepetitdon Credit Agreement Claims as
secured Claims at these guarantor endties.  In effect, the Prepetition Credit Agreement Claims hold the
equity velues of all non-guarantor entities as collateral and receive the remaining sale proceeds of the Legacy
Subsidiaries and the NNE Subsidiaries after all of the creditors of those endties are paid. Moreover, there are
insufficient proceeds to fully satisfy the Prepetition Credit Agreement Claims. Therefore, there are no
Liguidation Analysis proceeds available to other creditors of the guarantor eatities from the sale of the non-
puarantor entities. However, the other assets of the guarantors and FairPoint Communications, Inc. are
available for distribution to each entity’s respective creditors. These assets primarily consist of cash,
inventory, property, plant, and equipment. The Prepetition Credit Agreement Claims are secured by
FairPoint Communications Inc’s equity intetests in its first-tier wholly owned subsidiaries and by the equity in
subsidiaries of the guarantor enttes; therefore, they will share in the distribution of these assets Dari parsu
with general unsecured creditors.

A summary of the proceeds available for distribution from each of the operating entities is provided below:

LEGACY NORTHERN NEW
ENGLAND

Estimated Adjusted EBITIDAR 118917 223,657
Discount Factor for Business Conditions 25% 25%
Estmated Transaction EBITDAR 89,188 167,743
Transacion Maltpie 3.0x 3.0x

- Estimated Assets Available for Diswibution A 267,564 503,229

35% 65%

The proceeds available for distribution from the guarantor entities and the parent company will be generated
through the hquidation of assets at each of the entities. A summary of the proceeds available for distribution
by the guarantors and parent company is provided below, which is based on management’s and its advisors®
assumptions regarding liquidation factors.

6
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Liquidation of Guaranror Entities

Unaudited Balances Liquidation Est. Liquidation
Sept 30, 2009 Factor Value

Cash & Cash Equivalents™ 97,127 100% 97,127
Acamunts Recelvable 3724 T0% 2,606
Inventory . 2207 50% 11,459
Prepaid Assets : 33 5% 2
Property Plant and Equipment 12,859 20% 2,572
Other Asseis 3,603 5% 180
Total 140,263 113,946

#(ash & Cash Equivalents balances refiects the cash on hand as FaitPoint Logistics Inc as of 2/8/2010.

Liguidation of FairPoint Communications, Inc.

Unaudited Balances Liquidation Est. Liquidation
Sept 30, 2009 Factox Value

Cash & Cash Equivalents* 30,100 100% 30,100
Adounts Receivable 187 0% . 131
Inventory - 50% -
Prepaid Assets 5,577 5% 279
Property Plant 2nd Equipment 188,678 20% 37,736
Oither Assets : 813,327 0.5% 4,067
Total 1,037,868 72,311

*Cash & Cash Equivalents balances meflecs the cash on hand at FairPoine Communications Ine as cf2/8/2010

WNote B ~ Urustee Fees of Chapter 7 Estates

Compensation for the Chapter 7 Trustee was caiculated as 3% of estimated assets available for distribution,
excluding cash on hand.

Note C— Chapier 7 Professional Fees

Chapter 7 Professional Fees & Costs inclade ongoing professional fees associated with winding down the
business. These professional fees include transaction costs, audit and accounting fees, and Jegal support as
outlined in the table below. The cost to operate the business duting the sale process is assumed to be
covered by cash flow from operations. Once the sale is complete, certain corposate and administrative
functions would be required to ovetsee the distribution of proceeds, to maintain and close the acccunting
records and to prepare tax teturns for the estates, among other things. A summary of the estdmated
professional fees in a Chapter 7 liquidation scenario are presented below.
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Estimated Chapter 7 Professional Fees

Monthly Number of Total
Professional Costs Months Professional Fees

Legal 5 250 6 3 1,500
Acountng & Managem ent Support 150 6 900
MacA Monthly Advisory 100 5 600
M&A Trans Fees (1% of Transaadon Value) N/A N/A 7,708
Ciher 100 6 600

$ 600, $ 11,308

Note D — DIP Collateralied Obligations

Pursuant to the Debtors’ authority to obtain post-petition financing, the Debtors have issued approximately
$13.7 miliion in letters of credit that will be given priority treatment under a Chapter 7 liquidation. In
additon to the repayment of letters of credit, the DIP Facility allows a $7.5 million “carve-out” for
professional fees incurred during these Chapter 11 cases.

Note E— Chapter 11 Administrative Claims

Chapter 11 Adsministrative Claims consist of post-petition trade payables from the commencement of the
Chapter 11 proceedings as well as various professional fees related to the Chaprer 11 cases. Fees incurred by
vatious professionals in conjunction with the Chapter 11 cases are treated as an administratve expenscin a
Chapter 7 liquidation. Tt is estimated that FaixPoint will have two months of unpaid balances for .
professionals in these cases on the date of conversion to a Chaptet 7. This amount is estimared o be $8.7
million, of which $7.5 miflion is provided for as a “Carve-Out” in the DIP Facility. The remaining $1.2
million is reflected as a Claim.

Chapter 11 Adminsuative Claims

FCI  Guarantor Legacy NNE Total

Trade Payables 22,000 - 2,000 15,000 39,000
Chapter 11 Prof. Fees (above Carve-Out) - - 413 776 1,189
22,000 - 2,413 15,776 44,1890

Note I~ Non-Guarantor. Entities - Pre-Petition Claimes

Tt is assumed that the operating entiies of FaitPoint must satisfy their creditors prior to disttibuting cash to
the parent company in consideration of Equity Interests. For the purposes of the Liquidation Analysis, it is
assumed that any purchaser of the NNE Subsidiaries will assume both the pension obligatons and post-
retiree medical benefit obligations as part of the acquisinon.

Note G~ Prepetition Credit Agreement Claims

The Prepetition Credit Agreement Claims include the secured debt cutstanding, accrued and unpaid interest,
putstanding letters of credit, and outstanding interest rate swap liabilities at the Peddon Date. The
Prepetition Credit Agreement Claims are secured by FairPoint Communications Inc’s equity interests in its
first-tier wholly owned subsidiaries and by the equity in subsidiaries of the gnarantor entites.
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The Prepetition Credit Agreement Claims will first be satisfied by the proceeds atiributable to the liquidation
of the NNE Subsidiaries after all other claims of these entities are paid, as the equity in those endtes are
pledged as ditect cobiateral to secure the Prepetifion Credit Agreement Claims. As the Liquidation Analysis
shows, there is a significant impeirment of the Prepetition Credit Agreement Clairns from the liquidation of
the NNE Subsidiarics; therefore, the proceeds from the sale of the Legacy Subsidiaries will then be used o
satisfy a portion of the deficiency Claim of the Prepedtion Credit Agreement Claims. Once the proceeds
from the sale of the pledge of collateral (equity interests operating subsidiaries) has been distributed in full to
the holders of the Prepetition Credit Agreement Claims, the Prepetition Credit Agreement Claims will assert

deficiency Claims first, at the guarantor entities that hold the operating subsidiaries, and next to entities that
do not have operating subsidiaries.

If a guarantor entity has no operating subsidiaties, it is assumed that there is no equity with which to secure
the Prepetition Credit Agreement Claims. Thezefore, it is assumed that Prepetition Credit Agreernent Claims
will be treated pari pacsn with other unsecured creditors of those gnarantor endties. Finally, any addidonal

deficiency Claims from the Prepetidon Credit Agreement Claims will be satisfied pari passa with the general
unsecured creditors at FairPoint Communications,

Noate H —Pre-Petition General Unsecured Claians

Pre-petiton unsecured Claims prmarly consist of Senior Notes issued by FairPoint Communications and
various other trade payables and obligations. In the hypothetical Liguidation Analysis, the general unsecured
Class is Impaired, and therefore pre-pedtion holders of equity interests are estimated to receive no recovery in
the event of liquidation under Chapter 7 of the Bankruptey Code.
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FAIRPOINT COMMUNICATIONS, INC.
Liguidation Analysis

S i 000'S) Notes

Esaomated Assets Available Jor Bisuibution A

Chapter 7 Adminisurarive Claims

Chapter 7 Trustee Fees B
Chapier 7 Prafessional Fees & Liquidation Costs C
DIP Collateralized Obligatons D

Tesier of Credit Fadilides
Chaprer 1 Professionat Fee "Carve Qut”
Adjusted Assers Avaihble {or Disudbytion

Chaptes 11 Administrative Claims (el Prof Fees above Carve Qut} E

Assets Avsilable for Distdbudon 10 Pre-peddon Creditors

Prepetition Claims of Non-FLCT and Nen-Guaeantor Entites F
Estimated Asscts Available for Fusther Diswibution

Allocation of Assets

Prepaiition Credit A Obligat
Prepetidon Generl Unsecured Chaims

Frepettion Credit Agreement Obligations G
Prepettion Credit Agreement Obligadons Recovery
Prepetition Credit Agreanent Oblipations Recovery Percentape

Trepetton General Unsecured Claims 1
Prepedtion General Unseeured Claims Recavery

Prepenton Geneeal Unsecured Claims Recovery Percentage

Summary Results

NNE Logacy FairPaint
Operating Operatiag Guaraneor Communications TOTAL
Supsidiszcs Subeidiarits Lntides Ing. DEBTORS
Assets and Distribudon of Valoe
$503,229 5267564 §113.946 S723n $957.050
(15.096) (7.678) 1503) (1,266) (24,545)
(385 (3925 - - (11,308
(22479) {31,603 (505} 13,266) 25853
(8.944) “.756) - {13,700y
{4,897 {2,603 - (500}
(13,8413 (2,359) - (521,200)
466,509 248,602 113441 71,045 ) §99,997
(15,776) @413 - @200 (40,189
451,133 246,189 113,440 19,045 359,808
(1547 (12,540) . . (28.033)
435,660 233449 113,445 49,045 831,795
{435,660) (233,649) 213,167 (35,042 (815,518)
- : 274} {16,003) 18.270
{435,660) (233,649 (F13,741) (49,045} (B31,795)
Recovery Analysis
$2,004,917
$435 660 §233,649 §113,167 553,042 $815,518
M/A N/A 3452 635,627 639,079
§274 §16,003 §16.277
B} E |
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Exhibit D
Valuation Analysis
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Valuatien Analysis

1. Overview

Rothschild Inc. (“Rothschild™) has performed an analysis of the estimated value of
Reorganized FairPoint Communications, Inc. {the “Company” or “FairPoint”} on a gomg-concem
basis.

In preparing its analysis, Rothschild has, among other things: (i) reviewed ceitain recent
publicly available finaneial resuits of the Debtors: (11) xeviewed certain internal financial and
operating data of the Debtors, including the business projections prepared and provided by the
Debtors’ management and approved by the Board of Directors’ on September 24, 2009 relating to
their business and their prospects for the calendar years 2009 through 2013 (the “Projections™);
(111} discussed with certain senior executives the current operations and prospects of the Debtors,
as well as key assumptions related to the Projections; (iv) prepared discounted cash flow analyses
based on the Projections, utilizing various discount rates and terminal value multiples;
{v) considered the multiples of certain publicly-traded companies in businesses reasonably
comparable to the operating businesses of the Debtors; (vi) considered the multiple assigned to
certain precedent change-in-control transactions for businesses similar to the Debtors; (vii)
separately valued and accounted for the Seven-Year Warrants issued to FairPoint’s general
unsecured claims and the Ten-Year Management options, utilizing the standard Black-Scholes
methodology; (viil) utilized specific tax assumptions and Net Operating Loss Carryforward
(“NOL”) analysis prepared by Management and the Company’s ouiside accountants; (ix)
assumed no value for the estimated pre-emergence NOLs based on the estimated Cancellation of
Debt (“COD™) income from the restructuring; and (x) conducted such other analyses as
Rothschild deemed necessary under the circumstances. Rothschild also has considered a range of
potential risk factors, including: (a) ability o execute and realize savings from planned
operational initiatives, (b) Reorganized Debtors’ capital structure; and (c) ability to meet
projected revenue growth targets.

Rothschild assumed, without independent verification, the accuracy, completeness, and
faimess of all of the financial and other information available to it from public sources or as
provided to Rothschild by the Debtors or their representatives. Rothschild also assumed that the
Projections have been reasonably prepared on a basis reflecting the Debtors’ best estimates and
judgment as to future operating and financial performance. Rothschild did not make any
independent evaluation of the Debtors’ assets, nor did Rothschild verify any of the information it
reviewed. To the extent the valuation is dependent upon the Reorganized Debtors’ achievernent
of the Projections, the valnation must be considered speculative. Rothschild dees not make any
representation or warranty as to the fairness of the terms of the Plan.

In addition to the foregoing, Rothschild relied upon the following assumptions with
respect to the valuation of the Debtors:

» The Effective Date occurs on or zbout June 30, 2010 (“Effective Date™).
« The valuation date is a8 of September 30, 2009 (the “Valuation Date”).

+  The Debtors are able to recapitalize with adequate liguidity as of the Effective Date.

#386744
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» The Debtors successfully perform to the levels forecasted in the Projections.

= The pro forma debt levels of the Debtors at the Effective Date will be approximately
$1.0 billion.

« The Projections assume the Debtors’ NOLs wili be utilized to offset COD income
resulting from the reorganization. Based on the tax analysis prepared by
Mapagement and the Company’s outside accountants, FairPoint’s NOLs ate
projected to be fully utilized to offset COD income at Emergence and foture tax
liabilities resulting from the write-down of assets. -

»  Treatment of NNE creditor pre petition claims has yet to be determined, which are to

be on terms reasonably satisfactory to the Company and the Lender Steering
Commitiee

o General financial and market conditions as of the Effective Date will not differ
materially from those conditions prevailing as of the Valuation Date.

= Rothschild has not considered the impact of a prolonged bankruptcy case and has
assumed operations will continue in the ordinary course censistent with the
Projections.

In developing the valuation range, Rothschild used the following three methodologies:

a.  Discounted Cash Flow analysis

The Discounted Cash Flow analysis ("DCF”) is a forward looking valuation methodology
that 15 used to calcuiate the intrinsic value of an asset or a business by calculating the present
value of expected future cash flows and the value of the business past the projected horizon
(“Terminal Value™) and discounting them by the company’s weighted average cost of capital
{(“WACC"), using mid-year convention. The Terminal Value is derived using an exit muliiple of
EBITDA based on a range selected to reflect the trading and precedent transaction ranges of peer

companies. The WACC is a blended rate of retorn that captures the required returns of both debt
and equity investors.

b.  Trading Values analysis

The Trading Values amalysis estimates the value of a company based on a relative
comparison with other publicly fraded companies with similar operating and financial
characteristics. Under this methodology, the enterprise value for each selected public company
was determined by examining the trading prices for the equity securities of such companies in the
public markets and adding the aggregate amount of outstanding net debt for such company (at
book value} and minority interest. Those enterprise values are commonly expressed as multiples
of various measures of operating statisticg, tnost commonly sales, EBITDA and EBITDA less
CapEx. In addition, each of the selecied public companies’ operational performance, operating
margins, profitability, leverage and business trends were examined.

¢. Precedent Transactions analysis

The Precedent Transaction analysis is based on the enferprise value of companies
invoived in public merger and acquisition transactions that have operating and financial

#386744
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characteristics similar to FairPoint. Under this methodology, the enterprise value of such
companies is determined by an apalysis of the consideration paid and the debt assumed in the
transaction. As in a comparable company valuation analysis, those enterprise values are
commonly expressed as «nultiples of various measures of operating statistics such as sales,
EBITDA, and EBIT. The derived multiples were then applied to FairPoint’s operating statistics
10 detennine the enterprise value to a potential sirategic buyer.

Unlike the Trading Values analysis, the enterprise valuation derived using this
methodology reflects a “control premium’ (ie., a premium paid to purchase a majority or
controliing position in the assets of a company). In addition, other factors not directly related to a
company’s business operations can affect a valuation based on precedent transactions, including:
(a} circumstances swrounding 2 merger transaction that may introduce “diffusive quantitative
results” into the analysis (e.g., 2 buyer may pay an additional premium for reasons that are not
solely related to competitive bidding); (b} the market environment is not identical for transactions
occurring at different periods of time (e.g. pre-Lehman failure versus post-Lehman financial
markets); and (¢) circumstances pertaining to the financial position of the company may have an
impact on the resulting purchase prices (e.g., a company in financial distress may receive a lower
price due to perceived weakness in its bargaining leverage).

As with Trading Values analysis, because no precedent merger or acquisition used in any
analysis will be identical to the target transaction, valuation conclusions caanot be based solely
on quantitative results. The reasons for and circumstances swrounding each acquisition
transaction are specific to such iramsaction and there are inherent differences between the
businesses, operations, and prospects of cach target. Therefore, qualitative judgments must be
made concerning the differences between the characteristics of these transactions and other
factors, and issues that could affect the price an acquirer is willing to pay in an acquisition. The
number of completed transactions for which public data is available also limits this analysis.
Furthermore, the data available for all the precedent trapsactions may have discrepancies due to
varying sources of information. As described above, the precedent trfansactions analysis explains
other aspects of value besides the inherent value of a company.

As a result of such amalyses, review, discussions, considerations, and assumptions,
Rothschild estimates the total enterprise velue (“TEV”) at approximately $1.8 billion to $2.1
bitlion, with a midpoint of $1.9 billion. Rothschild reduced such TEV estimates by the estimated
pro forma net debt levels of Reorganized FairPoint (approximately $1.0 billion) to estimate the
implied reorganized equity value of Reorganized FairPoint. Rothschild estimates that
Reorganized FairPoint’s implied total reorganized equity value will range from $0.8 miliion to
$1.1 billion. After deducting estimated value for the Seven-Year Warrants and the Ten-Year
Options of approximately §38 million to $70 million, with a midpoint of $53 million, Rothschild
estimates the implied distributable reorganized equity valued will range from $776 million to
$1,064 million, with a midpoint of $920 million. Any variance on the ultimate General
Unsecured Claims pool could have a material impact on recoveries achieved.

#3B6744
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Rothschild valuation range

llustrative range of TEV $1,780 $1,940 2,100
fess. Pro Forma Net Debt as of June 30, 2010° {987} (967) (267}
Implied equity value bafore warrants’ $813 $973 $1,133
Less: Value of warrants® {$38) {$53) (370}
Equity value less warrants® $776 $920 $1,064
Implied TEV 51,780 31,940 $2,100
2009E Adjusted Operating EBITDAR $362 $362 3362
{implied multiple 4.9x 5.4x 5.8x]

1 Net debt includes cashfdebt distibulion fo Legacy creditors’ unsecured ¢lalms and na determination for treefment of NNE credilor clgims
2 includes the Tep-Year 3.5% management and board oplions and Seven-Year 12% warrants pravided {o the general unsecurad creditors

These estimated ranges of values are based on a hypothetical value that reflects the
estimated intrinsic value of Reorganized FairPoint derived through the application of various
valuation methodologies. The implied reorganized equity value asciibed in this analysis does not
purport to be an estimate of the post-reorganization market trading value. Any such trading value
may be materially different from the implied reorganized equity value ranges associated with
Rothschild’s valuation analysis. Rothschild’s estimate is based on economic, market, financial,
and other conditions as they exist on, and on the information made available as of the Valuation
Date. 1t should be understood that, although subsequent developments, before or after the
Confirmation Hearing, may affect Rothschild’s conclusions, Rothschild does not have any
obligation to update, revise, or reaffirm its estimate.

The summary set forth above does not purport to be a complefe description of the
analyses performed by Rothschild. The preparation of an estimate involves various
determinations as to the most appropriate and relevant methods of financial analysis and the
application of these methods in the particular circumstances and, therefore, such an estimate is
not readily susceptible to summary description. The value of an operating business is subject to
uncertainties and contingencies that are difficult to predict and will fluctuate with changes in
factors affecting the financial conditions and prospects of such a business and the state of the
financial markets. As a result, the estimate of implied reorganized equity value set forth herein is
not necessanily indicative of actual onicomes, which may be significantly more or less favorabie
than those set forth herein. In addition, estimates of implied reorganized equity value do not
purport to be appraisals, nor do they necessarily reflect the values that might be realized if assets
were sold. The estimates prepared by Rothschild assume that the Reorganized Debtors will
continue as the owner and operator of their businesses and assets and that such assets are operated
in accordance with the Debtors® Projections. Depending on the results of the Debtors’ operations
or changes in the financial markets, Rothschild’s valuation analysis as of the Effective Date may
differ from that disclosed herein.

In addition, the valuation of newly issued securities, such as any new common stock, is
subject to additional uncertainties and contingencies, all of which are difficult to predict. Actual
market prices of such securities at issnance will depend upon, among other things, prevailing
interest rates, conditions in the financial markets, and other factors that generally influence the
prices of securities. Actual market prices of such securities also may be affected by other factors
not possible to predict.  Accordingly, the implied reorganized equity value estimated by
Rothschild does not necessarily reflect, and should not be construed as reflecting, values that will
be attained in the public or private markets,

#386744

0425




THE FOREGOING VALUATION IS BASED UPON A NUMBER OF ESTIMATES
AND ASSUMPTIONS THAT ARE INHERENTLY SUBJECT TO SIGNIFICANT
UNCERTAINTIES AND CONTINGENCIES BEYOND THE CONTROL OF THE
DEBTORS OR THE REORGANIZED DEBTORS. ACCORDINGLY, THERE CAN
BE NO ASSURANCE THAT THE RANGES REFLECTED IN THE VALUATION
WOULD BE REALIZED IF THE PLAN WERE TO BECOME EFFECTIVE, AND
ACTUAL RESULTS COULD VARY MATERIALLY FROM THOSE SHOWN HERE.

THE ESTIMATED CALCULATION OF ENTERPRISE VALUE IS HIGHLY
DEPENDENT UPON ACHIEVING THE FUTURE FINANCIAI RESULTS AS SET
FORTH IN THE DEBTORS’ BUSINESS PROJECTIONS, AS WELL AS THE
REALIZATION OF CERTAIN OTHER ASSUMPTIONS, NONE OF WHICH ARE
GUARANTEED AND MANY OF WHICH ARE OUTSIDE OF THE DEBTORS’
CONTROL, AS TFURTHER DISCUSSED IN ARTICLE [X GENERAL
CONSIDERATIONS AND RISK FACTORS TO BE CONSIDERED] OF THE
DISCLOSURE STATEMENT.

THE CALCULATIONS OF VALUE SET FORTH HEREIN REPRESENT
ESTIMATED REORGANIZATION VALUES AND DO NOT NECESSARILY
REFLECT VALUES THAT COULD BE ATTAINABLE IN PUBLIC OR PRIVATE
MARXETS. THE EQUITY VALUE STATED HEREIN DOES NOT PURPORT TO
BE AN ESTIMATE OF THE POST-REORGANIZATION MARKET VALUE. SUCH
VALUE, IF ANY, MAY BE MATERIALLY DIFFERENT FROM THE
REORGANIZED EQUITY VALUE RANGES ASSOCIATED WITH THIS
VALUATION ANALYSIS. NO RESPONSIBILITY IS TAKEN BY ROTHSCHILD
FOR CHANGES IN MARKET CONDITIONS AND NO OBLIGATIONS ARE
ASSUMED TO REVISE THIS CALCULATION OF REORGANIZED FAIRPOINT’S
VALUE TO REFLECT EVENTS OR CONDITIONS THAT SUBSEQUENTLY
OCCUR. THE CALCULATIONS OF VALUE DO NOT CONFORM TCO THE
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE OF THE
APPRAISAL FOUNDATION,

#386744
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Exhibit E
New Term Loan Financial Covenants
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Schedule I: New Term Loan Financial Covenants

Term Loan Financial Covenants
LT™M LIM LTM LTM LIM LTM LTM LTM LTM LTM LTM LTM LTM 2014-

$000,080s 4010 1011 2013 3Qi1 4QI1 1Q12 2012 3012 4Q1z 1013 2013 3Q13 4013 2016
Total Deht / EBITDA
Compaay Plan 2A48x 2.31x 2.13x 1.86x 1.83Ix 178 1.73x 1.60x 1.56x 148x 1dix

% Cushion 62%  73% T0% T6% T5% 78%  B2%  88%  R8%  92% 102% 13139%

2.13x
% Cushion M A% 51% 47%  S2%  48%  S0%  54%  59%
EBITDA
Company Plan
% Cushion
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