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DISCLAIMER

NO PERSON MAY GIVE ANY INFORMATION OR MAKE ANY
REPRESENTATIONS, OTHER THAN THE INFORMATION AND REEESENTATIONS
CONTAINED IN THIS DISCLOSURE STATEMENT, REGARDINGHE PLAN OR THE
SOLICITATION OF ACCEPTANCES OF THE PLAN.

ALL CREDITORS ARE ADVISED AND ENCOURAGED TO READ TI3
DISCLOSURE STATEMENT (INCLUDING ALL EXHIBITS) AND HE PLAN IN THEIR
ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT THE PLARLAN SUMMARIES
AND STATEMENTS MADE IN THIS DISCLOSURE STATEMENTNCLUDING THE
EXECUTIVE SUMMARY, ARE ANNEXED TO THE PLAN, AND TH$ DISCLOSURE
STATEMENT. THE STATEMENTS CONTAINED IN THIS DISCLOURE STATEMENT
ARE MADE ONLY AS OF THE DATE HEREOF, AND THERE CABE NO ASSURANCE
THAT THE STATEMENTS CONTAINED HEREIN SHALL BE CORRET AT ANY TIME
AFTER THE DATE HEREOF. ALL CREDITORS SHOULD READAREFULLY AND
CONSIDER FULLY THE “RISK FACTORS” SECTION HEREIN BEORE VOTING FOR
OR AGAINST THE PLAN. SEE SECTION VII (“CERTAIN FACTORS TO BE
CONSIDERED”).

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACRDANCE
WITH SECTION 1125 OF THE BANKRUPTCY CODE AND NOT INCCORDANCE WITH
FEDERAL OR STATE SECURITIES LAWS OR OTHER NON-BANKRRTCY LAWS.
PERSONS OR ENTITIES TRADING IN, OR OTHERWISE PURCSING, SELLING OR
TRANSFERRING SECURITIES OF FAIRPOINT COMMUNICATIONSNC. (“EAIRPOINT
COMMUNICATIONS”) AND ITS SUBSIDIARIES SHOULD NOT RELY UPON THIS
DISCLOSURE STATEMENT FOR SUCH PURPOSES AND SHOULBALUATE THIS
DISCLOSURE STATEMENT AND THE PLAN IN LIGHT OF THElPRPOSE FOR WHICH
THEY WERE PREPARED.

THIS DISCLOSURE STATEMENT HAS NEITHER BEEN APPROVHIIOR
DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSN OR ANY STATE
AUTHORITY, NOR HAS THE SECURITIES AND EXCHANGE COMMSION OR ANY
STATE AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACOF THE
STATEMENTS CONTAINED HEREIN.

AS TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS ANDTHER
ACTIONS OR THREATENED ACTIONS, THIS DISCLOSURE STEMENT SHALL NOT
CONSTITUTE OR BE CONSTRUED AS AN ADMISSION OF ANYAET, LIABILITY,
STIPULATION, OR WAIVER, BUT RATHER AS A STATEMENT MDE IN
SETTLEMENT NEGOTIATIONS.

THIS DISCLOSURE STATEMENT SUMMARIZES CERTAIN PROVISNS OF THE
PLAN, STATUTORY PROVISIONS, DOCUMENTS RELATED TO THPLAN, EVENTS IN
THE CHAPTER 11 CASES OF FAIRPOINT COMMUNICATIONS ANITS SUBSIDIARIES
(“EAIRPOINT"), AND FINANCIAL INFORMATION. ALTHOUGH FAIRPOINT BELIEVES
THAT THE PLAN AND RELATED DOCUMENT SUMMARIES ARE FAR AND



ACCURATE, SUCH SUMMARIES ARE QUALIFIED TO THE EXTENTHAT THEY DO
NOT SET FORTH THE ENTIRE TEXT OF SUCH DOCUMENTS GRATUTORY
PROVISIONS. FACTUAL INFORMATION CONTAINED IN THIPDISCLOSURE
STATEMENT HAS BEEN PROVIDED BY MANAGEMENT OF FAIRPINT, EXCEPT
WHERE OTHERWISE SPECIFICALLY NOTED. FAIRPOINT ISNABLE TO WARRANT
OR REPRESENT THAT THE INFORMATION CONTAINED HEREINNCLUDING THE
FINANCIAL INFORMATION, IS WITHOUT INACCURACY OR OMISSION.

THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMNT IS
INCLUDED HEREIN FOR PURPOSES OF SOLICITING ACCEPTEBHNS OF THE PLAN
AND MAY NOT BE RELIED UPON FOR ANY PURPOSE OTHER R#N TO DETERMINE
HOW TO VOTE ON THE PLAN. THE DESCRIPTIONS SET FOR'HEREIN OF THE
ACTIONS, CONCLUSIONS, OR RECOMMENDATIONS OF FAIRPOT OR ANY OTHER
PARTY IN INTEREST HAVE BEEN SUBMITTED TO OR APPROMEBY SUCH PARTY,
BUT NO SUCH PARTY MAKES ANY REPRESENTATION REGARDIBI SUCH
DESCRIPTIONS.

THIS DISCLOSURE STATEMENT SHALL NOT BE ADMISSIBLEN ANY NON-
BANKRUPTCY PROCEEDING INVOLVING FAIRPOINT OR ANY OHER PARTY, NOR
SHALL IT BE CONSTRUED TO BE ADVICE ON THE TAX, SECRITIES, OR OTHER
LEGAL EFFECTS OF THE REORGANIZATION AS TO HOLDERSFGCLAIMS AGAINST
FAIRPOINT. YOU SHOULD CONSULT YOUR OWN COUNSEL ORAX ADVISOR ON
ANY QUESTIONS OR CONCERNS RESPECTING TAX, SECURIBIBR OTHER LEGAL
EFFECTS OF THE REORGANIZATION ON HOLDERS OF CLAIMS.



EXECUTIVE SUMMARY

Capitalized terms not otherwise defined in thisckisure Statement have the meanings
ascribed to them in FairPoint’'s chapter 11 plareofganization. A term used but not defined in
this Disclosure Statement or FairPoint’s chapteplah of reorganization has the meaning given
it in the Bankruptcy Code and/or the Federal Rofd3ankruptcy Procedure.

On October 26, 2009, FairPoint Communications adinaf &s direct and indirect
subsidiaries filed voluntary petitions for religider chapter 11 of title 11 of the United States
Code (the “Bankruptcy Cotlein the United States Bankruptcy Court for theuern District of
New York (the “Bankruptcy Couit The cases are being jointly administered uridercaption
In re FairPoint Communications, IncCase No. 09-16335 (BRL) (the “Chapter 11 Cgses

FairPoint commenced the Chapter 11 Cases becaassigiificant need to de-leverage
its balance sheet and to reduce its cost structar®arch 2008, FairPoint Communications
completed the acquisition of certain landline opers in Maine, New Hampshire and Vermont
(the “NNE Operation from Verizon Communications Inc. (*Verizénthrough a merger (the
“Merger’) with Northern New England Spinco Inc._(“Spirigoa subsidiary of Verizon. In
connection with the Merger, FairPoint and Spincterd into a $2.03 billion secured credit
facility, as subsequently amended (the “Prepeti@oedit Agreemeri}, and Spinco issued and
FairPoint Communications subsequently assumed 8blibn aggregate principal amount of
13-1/8% Senior Notes due 2018 (the “Original Sehiotes). As of the Petition Date, FairPoint
had approximately $2.7 billion of indebtedness|uding accrued and unpaid interest and
amounts owed under interest rate swap agreemelnitsh v8 not sustainable. FairPoint’s
financial difficulties have been exacerbated bylidet financial performance which can be
traced to, among other things, (i) increased coitipetfrom alternative voice and data
communication providers that has eroded FairPotraditional base of wireline voice customers
(ii) the recent turmoil in the financial marketdhieh has significantly limited available capital
and resulted in a significant decline in the domestonomy and (iii) difficulties transitioning
from Verizon’s systems and integrating the NNE @fiens acquired in the Merger with
FairPoint’s historical operations.

In an effort to address these issues, FairPoindisagement team worked diligently to
expand and improve FairPoint’s product offeringsecsify and grow revenues, increase
operational efficiency and operating cash flows attlice debt obligations through, among other
things, (i) investing $85 million in the build oaf a new next generation Internet protocol based
network, (ii) suspending common stock dividends @idcompleting an exchange offer (the
“Exchange Offel) for certain of the Original Senior Notes for n@®-1/8% Senior Notes due
2018 (the “Exchange Offer Senior Ndtesnd together with the Original Senior Notes, the
“Senior Note¥), which allowed FairPoint to reduce its cash iatg expense for the quarters
ended June 30, 2009 and September 30, 2009 antamaiompliance with financial covenants
contained in the Prepetition Credit Agreement i@ ineasurement period ended June 30, 2009.

Despite these actions, FairPoint’s balance shesireed highly leveraged, with
substantial annual capital expenditure requiremamdisinterest costs, and portions of the
principal amount of the Prepetition Credit Agreeinaecoming due on a quarterly basis. This
capital structure is not sustainable, particulaftgr taking into account the impact of (i) the



recession in the United States and the associagbddvels of unemployment, reduced
disposable income and consumer spending, incrdasadess failures and higher than normal
uncollected receivables, (ii) the continued sigaifit capital expenditure requirements required
for FairPoint to remain competitive in the telecoomtations market and imposed by the
regulatory orders approving the Merger and (iiiirPFaint’s limited access to capital markets. As
a result, FairPoint, with the assistance of itssah¢, began to explore capital structure
restructuring alternatives, including recapitaliaas and a potential chapter 11 filing.

Commencing in July 2009 and culminating in Octad@09, FairPoint worked diligently,
first with the holders of the Senior Notes and th&th certain lenders under the Prepetition
Credit Agreement, to obtain a sustainable soluioRairPoint’s significant leverage. Through
negotiations with a steering committee of lenderden the Prepetition Credit Agreement (the
“Lender Steering Committée FairPoint reached an agreement in October 20@9the
Consenting Lenders (including the Lender Steeriogmf@ittee), who hold more than 50% of the
indebtedness under the Prepetition Credit Agreeimeiat term sheet (the “Plan Term SHeet
regarding the framework for a comprehensive balaheet restructuring that would result in the
conversion of more than $1.7 billion of FairPoirtisebtedness into equity in FairPoint
Communications. Evidencing their support of thePTerm Sheet, the Consenting Lenders
have executed the Plan Support Agreement pursoavitich the Consenting Lenders agreed to
support a chapter 11 plan as substantially embadidte Plan Term Sheet. Thereafter,
FairPoint commenced the Chapter 11 Cases on Oc26h&009.

Pursuant to the Plan Term Sheet, FairPoint ageétkta chapter 11 plan that provided
for the reorganization of FairPoint as a going @nc The integral components of the agreement
with the Consenting Lenders included (i) $75 milliof debtor-in-possession financing, which
would provide sufficient liquidity to fund FairPdiduring the course of the Chapter 11 Cases
and (ii) the conversion of approximately $1.1 bifliof the indebtedness under the Prepetition
Credit Agreement into equity in Reorganized FairP@ommunications.

Following the Petition Date, the Ad Hoc CommittdeSenior Noteholders (as defined
herein) raised certain concerns regarding FairRomoposed treatment of FairPoint
Communications Unsecured Claims under the Plan Breet. In an effort to resolve these
concerns, FairPoint, the Lender Steering Commétekthe Ad Hoc Committee of Senior
Noteholders entered into extensive, arms’ lengtjotiations. These negotiations ultimately
resulted in certain changes to the terms contaméte Plan Term Sheet and the formulation of
the Plan, annexed heretoEghibit A.

Under the Plan, Prepetition Credit Agreement Clai@iass 4) (as defined herein) will be
satisfied in full, as follows: (i) by pro ratashare of New Term Loan in the aggregate principal
amount of $1 billion, (ii) by @ro ratashare of the Cash Payment, (iii) bgra rata share of
forty-seven million two hundred forty-one thousdaodr hundred thirty-six (47,241,436) shares
of the New Common Stock in Reorganized FairPoinh@uinications (subject to dilution) and
(iv) by apro ratashare of Cash distributable out of the Reservel¢éined herein)provided,
however that if the class of FairPoint Communications émnged Claimsejectgloes not receive
a Distribution undethe Planon account of their Claimgach holder of a Prepetition Credit
Agreement Claim will receive itsro rata share of fifty-eight million four hundred eightgtir
thousand five hundred eighty-seven (58,484,58 Meshaf the New Common Stock (subject to



dilution), as more fully described Bection VI.C.4 (“Summary of Plan of
Reorganization—Treatment of Claims and Equity Intsts Under the Plan—Allowed
Prepetition Credit Agreement Claims (Class 4)) this Disclosure Statement. FairPoint
Communications Unsecured Claims (Class 7) willddesBed in full under the Plan, as follows:
(i) by apro ratashare of four million two hundred three thousameé¢ hundred fifty-two
(4,203,352) shares of the New Common Stock in Reorgd FairPoint Communications
(subject to dilution) and (ii) by pro ratashare of the New Warrants to purchase up to seven
million one hundred sixty-four thousand eight hweaifour (7,164,804) shares of the New
Common Stock, as more fully describedSiection VI.D.2 (“Summary of Plan of
Reorganization—Provisions Regarding New Common &tand New Warrants Distributed
Pursuant to the Plan—New Warrants"df this Disclosure Statememrovided, however, that
if the class of FairPoint Communications Unsecurelaims votes to reject the Plan, the
members of the Ad Hoc Committee of Senior Noteholds or its counsel objects to the Plan,
the members of the Creditors’ Committee or its cousel objects to theDistribution and
treatment under the Plan, or the Indenture Trustee or its counsel objets to theplarPlan,
then the holders of FairPoint Communications Unseaed Claims will not receive any
Distributions under the Plan on account of their Chims. The proposed distributions to other
creditors are discussed $ection VI.G (“Summary of Plan of Reorganization—Blributions
under the Plan”)of this Disclosure Statement.

In addition, the Plan is the result of extensivgatmtions among FairPoint; the Lender
Steering Committee; the International BrotherhobBlectrical Workers (“IBEW) and the
Communications Workers of America (“CWAnNd collectively with the IBEW, the “Uniofs
the New Hampshire Public Utility Commission's Staffvocates (the_“Staff Advocatgsthe
Vermont Department of Public Service (the “DP @ representative (the “Maine
Representativg appointed by the Maine Public Utilities Commizsi(the “MPUC); and the
Maine Office of the Public Advocate (the “Maine MalAdvocate” and collectively with the
Staff Advocates, the DPS, the Maine Representatinee;Regulatory Authoriti€y. The Plan
incorporates and implements various settlementheghwith the Unions and the Regulatory
Authorities (subject to approval by the applicadtizte Commission or Board) in order to
facilitate FairPoint's successful reorganizati@ee Section V.F.1 (“Overview of Chapter 11
Cases—Other Material Information—PUC Negotiationsgnd Section V.F.2 (“Overview of
Chapter 11 Cases—Other Material Information—Uniondgotiations”).

On February 8, 2010, FairPoint filed its Disclos8tatement for Debtors’ Joint Plan of
Reorganization with the Bankruptcy C ich w ntly amen n February 11,
2010 when FairPoint filed its Amended Disclosurat&nent for Debtotdrirst Amended Joint
Plan of Reorganization with the Bankruptcy CoufairPoint'sAmendedDisclosure Statement
for Debtors’Eirst Amendedloint Plan of Reorganization is being amended tsy3bcond
Amended Disclosure Statement for Debtéiss{SecondAmended Joint Plan of Reorganization
(as it may be further amended, the “Disclosurecstant).

THIS EXECUTIVE SUMMARY IS INTENDED SOLELY AS A SUMMRY OF
CERTAIN PROVISIONS OF THIS DISCLOSURE STATEMENT.OU SHOULD READ
THIS DISCLOSURE STATEMENT AND THE PLAN AND EACH OFHEIR RESPECTIVE



EXHIBITS AND SCHEDULES IN THEIR ENTIRETY PRIOR TO KKING ANY
DETERMINATION TO ACCEPT OR REJECT THE PLAN.

FAIRPOINT BELIEVES THAT THE PLAN WILL ENABLE IT TOREORGANIZE
SUCCESSFULLY AND ACCOMPLISH THE OBJECTIVES OF CHAER 11 AND THAT
ACCEPTANCE OF THE PLAN IS IN THE BEST INTERESTS GRRIRPOINT AND ITS
CREDITORS. FAIRPOINT URGES CREDITORS TO VOTE TO @EPT THE PLAN.

A. SOLICITATION AND ACCEPTANCE OF PLAN
1. General

This Disclosure Statement is being furnished talé of Allowed Claims in the Voting
Classes (as defined herein) for the purpose ofisoly their votes on the Plan. This Disclosure
Statement is also being furnished to certain athedlitors and other entities for notice or
informational purposes. The primary purpose of Disclosure Statement is to provide adequate
information to holders of Allowed Claims in the Waj Classes to make a reasonably informed
decision with respect to the Plan prior to exengghe right to vote to accept or reject the Plan.

A copy of the Disclosure Statement Approval Ordeeeed by the Bankruptcy Court and
a notice of, among other things, voting procedarasthe dates set for objections to and the
hearing on confirmation of the Plan (the “Noticetleé Confirmation Heaririy are also being
transmitted with this Disclosure Statement. Thecldisure Statement Approval Order and the
Notice of the Confirmation Hearing set forth inaiethe deadlines, procedures and instructions
for casting votes to accept or reject the Planfiliog objections to confirmation of the Plan, the
treatment for balloting purposes of certain type€laims and the assumptions for tabulating
Ballots. In addition, detailed voting instructiomscompany each Ballot which is color-coded for
each Class. Each holder of a Claim within a Céadgled to vote should read the Disclosure
Statement, the Plan, the Disclosure Statement Agppf@rder, the Notice of Confirmation
Hearing and the instructions accompanying the Ballotheir entirety before voting on the Plan.
These documents contain important information comng how Claims and Equity Interests are
classified for voting purposes and how votes walltAbulated.

2. Who Is Entitled to Vote

Under the Bankruptcy Code, only holders of Clailret fare “impaired” are entitled to
vote to accept or reject the Plan. To be confirntleel Plan must be accepted by the holders of
certain Classes of Claims and the Plan must berooed by the Bankruptcy CourGSee Section
IX (“Voting Requirements”) and Section X (“Confirmaon of the Plan”). Each of Classes 9
and 10 will receive no Distribution or benefits endhe Plan, and, therefore, are conclusively
deemed to have rejected the Plan, and are noledntiit vote. FairPoint is seeking acceptances
of the Plan from holders of Claims in each of Cégs4 and 7 (collectively, the “Voting
Classey. The Claims in all other Classes are unimpaiset the holders of such Claims are
conclusively presumed to have accepted the Plasupat to section 1126(f) of the Bankruptcy
Code. For a description of the Classes, ClaimsEandty Interests and their treatment under the
Plan,see Section VI.B (“Summary of Plan of Reorganizatie-Classification of Claims and
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Equity Interests”) and Section VI.C (“Summary of Bh of Reorganization—Treatment of
Claims and Equity Interests Under the Plan”)

3. Ballots

If you are entitled to vote to accept or reject Bhen,see Section I1X.B (“Voting
Requirements—Holders of Claims Entitled to Vote’g Ballot or Ballots, specific to the Claim
held, is enclosed for voting on the Plan. If Claiatre held in more than one Class and entitled to
vote in more than one Class, separate Ballots beugsed for each Class of Claims. A separate
Ballot must be used for each Claim you hald. ORDER FOR YOUR BALLOT TO BE
COUNTED, YOUR BALLOT MUST BE PROPERLY COMPLETED ANRECEIVED SO
THAT IT IS RECEIVED NO LATER THAN | |, 201AT [ : ]1[]-M. (NEW YORK
TIME) BY THE VOTING AGENT AS SET FORTH ON THE BALLO'. See Section IX.A
(“Voting Requirements—Voting Deadline”) and SectidX.D.1 (*Voting
Requirements—Voting Procedures—Ballots”)Persons wishing to change their votes can do
so, if they meet the requirements of BankruptcyeR3018(a), by filing a motion with the
Bankruptcy Court with sufficient advanced noticetlsat it can be heard prior to the
Confirmation Hearing scheduled for | |, 20BMy such application must be filed and
served on or before | |, 2010 at 4:00 p.rew(Nork time), in accordance with the
procedures set forth in detail in the Disclosur@&hent Approval Order.

4, Inquiries

If you have any questions about the procedurediting your Claim or the packet of
materials you received, please contact BMC Graup, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 2B8B0100 or by electronic mail at
fairpoint@bmcgroup.com.

If you wish to obtain an additional copy of the ®Rl¢his Disclosure Statement or any
exhibits to such documents, at your own expendessamtherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Granip, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at X&B8B0100 or by electronic mail at
fairpoint@bmcgroup.com.

B. PLAN OF REORGANIZATION
1. Overview of Plan

The following is a brief summary of certain matépeovisions of the Plan. For a more
detailed description of the terms of the Pk Section VI (“Summary of Plan of
Reorganization”) These descriptions are qualified in their enfit®y the provisions of the Plan.

The Plan reflects a consensual resolution ancegsetthit among FairPoint and the Lender
Steering Committee regarding the allocation of @sskFairPoint among the holders of Allowed
Claims. The Plan has the support of FairPointthed_ender Steering Committee. FairPoint’s
reorganization is premised upon effecting a sulbislasieleveraging and strengthening of the
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balance sheet of FairPoint through the conversi@substantial portion of FairPoint’s
prepetition indebtedness into New Common StockierBffective Date. Under the Plan, and
subject to dilution from the securities to be igbuader the Long Term Incentive Plan (as
defined herein) and the New Warrants, as applicéieNew Common Stock will be distributed
as follows: (a) each holder of an Allowed Clasgdpetition Credit Agreement Claim will
receive such holder’s Ratable Proportion of fogyesn million two hundred forty-one thousand
four hundred thirty-six (47,241,436) shares offteav Common Stock (provided that if the
Class of FairPoint Communications Unsecured Claafestgloes not receive a Distribution
underthe Planwith respect to such Claimeach such holder will receive its Ratable Praport

of fifty-eight million four hundred eighty-four thusand five hundred eighty-seven (58,484,587)
shares of the New Common Stock) and (b) each holdan Allowed Class 7 FairPoint
Communications Unsecured Claim will, if the Clagsuch holder’s votes to accept the Pdera
there are no objections filed as described in 8edi7.2(b) of the Plameceive its Ratable
Proportion of (i) four million two hundred threeotisand three hundred fifty-two (4,203,352)
shares of the New Common Stock and (ii) the Newrdvas. See Section VI.B (“Summary of
Plan of Reorganization—Classification of Claims arfelquity Interests”) and Section VI.D
(“Summary of Plan of Reorganization—Provisions Regiing New Common Stock and New
Warrants Distributed Pursuant to the Plan’) Each holder of an Allowed Class 4 Prepetition
Credit Agreement Claim will also receive such hokl®atable Proportion of the New Term
Loan (in the amount of $1 billion) and the CashrRegt. Further, at the option of FairPoint,
either the Allowed Class 3 Other Secured Claimsh@lReinstated and rendered Unimpaired, or
each holder of such a Claim will receive Cash imamount equal to such Claim (or in lieu of
Cash, the Collateral securing such ClairfSge Section VI.B (“Summary of Plan of
Reorganization—Classification of Claims and Equitgterests”). Finally, each holder of an
Allowed Class 5 Legacy Subsidiary Unsecured ClairaroAllowed Class 6 NNE Subsidiary
Unsecured Claim will be paid an amount in Cash kegua00% of such holder’'s Claim and each
holder of an Allowed Class 8 Convenience Claim Wdlpaid an amount in Cash equal to 100%
of such holder’s ClaimSee Section VI.B (“Summary of Plan of
Reorganization—Classification of Claims and Equitgterests”). The Plan also contemplates
a post-Effective Date revolving credit facility gf to $75 million for FairPointSee Section
VI.F.3 (“Summary of Plan of Reorganization—Means dmplementation of the Plan—New
Term Loan and New Revolver”)

2. Summary of Classification and Treatment under Pla

The following table summarizes the classificatiod &reatment of prepetition Claims
and Equity Interests under the Plan. This clas#ithn and treatment for all Classes are
described in more detail fBection VI.B (“Summary of Plan of Reorganization—&s$sification
of Claims and Equity Interests”) Estimated Claim amounts set forth in the follogviable are
based upon FairPoint Communications’ books andrdscd here can be no assurance that
the actual Claim amounts will not be significantlydifferent from the estimates. This table is
only a summary of the classification and treatnoér@laims and Equity Interests under the Plan.
Reference should be made to the entire Disclosiater8ent and the Plan for a complete
description of the classification and treatmenCtfims and Equity Interests. Accordingly, this
summary is qualified in its entirety by referencdlte provisions of the Plan, a copy of which is
attached agxhibit A hereto.
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Class 1

Class 2

Class 3

SUMMARY OF CLASSIFICATION AND TREATMENT

OF CLAIMS AND EQUITY INTERESTS UNDER THE PLAN

Type of Treatment Estimated
Claim or Aggregate
Equity Amount of
Interest Allowed

Claims

Other Priority  Unimpaired — not entitled to vote;$0
Claims paid in full in Cash on the
Distribution Date or such other
treatment as agreed upon by a
holder of an Allowed Class 1
Other Priority Claim and
FairPoint.

Secured Tax  Unimpaired — not entitled to vote;$5.7
Claims unless otherwise agreed upon byraillion

holder of an Allowed Class 2
Secured Tax Claim and FairPoint,
at FairPoint’s option, each such
holder will receive on account of
such Claim (a) on the Distribution
Date, Cash in an amount equal to
such 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
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 to prepay
the entire amount of such Claim.
Other Secured Unimpaired — not entitled to vote;$0
Claims unless otherwise agreed upon by a
holder of an Allowed Class 3
Other Secured Claim and
FairPoint, at the option of
FairPoint, on the Distribution
Date (a) each such Claim will be
Reinstated and rendered
Unimpaired in accordance with

Estimated
Percentage
Recovery of
Allowed
Claims
100%

100%

100%
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Class 4

Type of
Claim or
Equity
Interest

Allowed
Prepetition
Credit
Agreement
Claims

Estimated
Aggregate
Amount of
Allowed
Claims
section 1124(2) of the Bankruptcy
Code, (b) each such holder will

receive Cash in an amount equal

to such Claim or (c) each such

holder will receive the Collateral
securing such Claim.

Impaired — entitled to vote; each $2.1
holder of an Allowed Class 4 billion
Prepetition Credit Agreement

Claim will receive (a) on the

Effective Date, such holder’s

Ratable Proportion of the New

Term Loan, (b) on the Effective

Date, such holder’'s Ratable

Proportion of forty-seven million

two hundred forty-one thousand

four hundred thirty-six

(47,241,436) shares of the New
Common Stockgdrovidedthat if

the Class of FairPoint

Communications Unsecured
Claimsrejectgloes not receive a
Distribution undethe Planon

account of their Claimseach

such holder will 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 and the New

Warrants), (c) on the Effective

Date, such holder’'s Ratable

Proportion of the Cash Payment

and (d) on the applicable

Distribution Date, if any, such

holder’s Ratable Proportion of

Cash Distributions out of the

Reserve that are no longer

Treatment

Estimated
Percentage
Recovery of
Allowed
Claims

87.9%

Based on (i) an assumption that the FairPoint @amcations Unsecured Claims (Class 7)

votes to accept the Plan and (ii) the midpoint ebfRganized FairPoint’s implied total

reorganized equity value range set fortliExhibit D to this Disclosure Statement. In addition,
as noted herein, the estimated recovery percefagdlowed FairPoint Communications
Unsecured Claims will vary depending upon whethas€7 votes to accept the Plan.



Class 5

Class 6

Type of
Claim or
Equity

Interest

Legacy
Subsidiary
Unsecured
Claims

NNE Subsidiary Unimpaired — not entitled to

Unsecured
Claims

Estimated
Aggregate
Amount of
Allowed
Claims
required to be reserved for the

benefit of anyone other than the

holders of Allowed Prepetition

Credit Agreement Claims.

Unimpaired — not entitled to vote;$16-3.8
on the Distribution Date each ~ million
holder of an Allowed Class 5

Legacy Subsidiary Unsecured

Claim will be paid an amount in

Cash equal to one hundred

percent (100%) of such holder’s

Claim.

Treatment

$12:312.9
vote; on the Distribution Date  million
each holder of an Allowed Class

6 NNE Subsidiary Unsecured

Claim will be paid an amount in

Cash equal to one hundred

percent (100%) of such holder’s

Claim.

Xi

Estimated
Percentage
Recovery of
Allowed
Claims

100%

100%



Class 7

Class 8

Class 9

Type of
Claim or
Equity

Interest

FairPoint
Communication
s Unsecured
Claims

Convenience
Claims

Subordinated
Securities
Claims

Treatment Estimated
Aggregate
Amount of
Allowed
Claims

Impaired — entitled to vote; on the$635.3

Distribution Date each holder of million

an Allowed Class 7 FairPoint

Communications Unsecured

Claim will receive (a) if the Class

of such Claims votes to accept the

Plan, 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 (ii) the New

Warrants or (b) if the Class of

such Claims votes to reject the

Plan, no Distributions under the

Plan.

Unimpaired — not entitled to vote;$3.3

on the Distribution Date each million

holder of an Allowed Class 8

Convenience Claim will be paid

an amount in Cash equal to one

hundred percent (100%) of such

holder’s Claim.

Impaired — deemed to have $0

rejected the Plan and not entitled

to vote; a holder of an Allowed

Class 9 Subordinated Securities

Claim will not receive or retain

any interest or property under the

Plan on account of such Claim in

accordance with section 510(b) of

Estimated
Percentage
Recovery of
Allowed
Claims
16.99%

100%

0%

2 Based on (i) an assumption that the FairPoint Comeoations Unsecured Claims (Class 7)
votes to accept the Plan and (ii) the midpoint ebfganized FairPoint’s implied total
reorganized equity value range set forttiexhibit D to this Disclosure Statement. In addition,
as noted herein, the estimated recovery percefaddlowed FairPoint Communications
Unsecured Claims will vary depending upon whetliehsClass votes to accept the Plan. |If
the class of FairPoint Communications Unsecureth@aotes to reject the Plan, the members
of the Ad Hoc Committee of Senior Noteholders srcibunsel objects to the Plan, the
members of the Creditors’ Committee or its couebgbcts to théistribution and treatment
under thePlan, or the Indenture Trustee or its counsel dbjecthestarPlan then the holders
of FairPoint Communications Unsecured Claims woll receive any Distributions under the
Plan on account of their Claims.
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Class Type of Treatment Estimated Estimated

Claim or Aggregate Percentage

Equity Amount of  Recovery of

Interest Allowed Allowed
Claims Claims

the Bankruptcy Code.
Class 10 Subsidiary Unimpaired — deemed to have N/A Reinstated
Equity Interests accepted the Plan and not entitled
to vote; on the Effective Date the
Subsidiary Equity Interests will
be Reinstated in accordance with
section 1124 of the Bankruptcy
Code.
Class 11 Old FairPoint  Impaired — deemed to have N/A 0%
Equity Interests rejected the Plan and not entitled
to vote; on the Effective Date the
certificates evidencing any and all
Class 11 Old FairPoint Equity
Interests will be cancelled and the
holders of any Equity Interests
will receive no Distributions
under the Plan on account of such
Old FairPoint Equity Interests.

C. DESCRIPTION OF OTHER NECESSARY PROCEDURES

The hearing to determine whether to confirm thenPPlas been scheduled to commence
on | |, 2010, at[_: ][ _].m. (New York tijneefore the Honorable Burton R. Lifland,
United States Bankruptcy Judge, in Room 623 ofihied States Bankruptcy Court for the
Southern District of New York, One Bowling GreerewWYork, New York 10004. The
Confirmation Hearing may be adjourned from timeitee by the Bankruptcy Court without
further notice, except for an announcement of thewaned date made at the Confirmation
Hearing. In addition, except as expressly providetthe Plan, the Plan may be modified
pursuant to section 1127 of the Bankruptcy Codey po, during or as a result of the
Confirmation Hearing, without further notice to pes in interest. At the Confirmation Hearing,
the Bankruptcy Court will determine whether theuiegments for confirmation of the Plan under
section 1129 of the Bankruptcy Code have beerfigatiand, if appropriate, will enter an order
confirming the PlanSee Section IX (“Voting Requirements”) and Sectign(“Confirmation
of the Plan”). Both confirmation and consummation of the Plensabject to certain
conditions, which may either be waived by FairPaints discretion, or jointly waived by, as
applicable, FairPoint and/or the Lender Steeringh@idtee. See Section VI.J (“Summary of
Plan of Reorganization—Conditions Precedent to tBfective Date”)
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D. SUMMARY OF POST-CONSUMMATION OPERATIONS OF REORGA NIZED
COMPANY

Attached hereto a@sxhibit B is projected financial information that forecatts financial
performance of Reorganized FairPoint through 2(8&e Section VII.D (“Certain Factors To
Be Considered—Inherent Uncertainty of the ReorgaetzCompany’s Financial
Projections”). These projections are based on the current éssiplan for Reorganized
FairPoint. ALL CREDITORS ARE ADVISED AND ENCOURAGED TO REVIEW THE
PROJECTIONS SET FORTH IN EXHIBIT B IN THEIR ENTIRET Y BEFORE VOTING
TO ACCEPT OR REJECT THE PLAN. The ongoing post-Effective Date operations of
Reorganized FairPoint will be financed throughbiisiness operations and certain exit credit
facilities. See Section VI.F.3 (“Summary of Plan of Reorganizai—Means of
Implementation of the Plan—New Term Loan and New\Réver”).
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SECOND AMENDED DISCLOSURE STATEMENT FOR DEBTORS’ HRSFSECOND
AMENDED JOINT PLAN OF REORGANIZATION UNDER CHAPTER 11 OF THE
BANKRUPTCY CODE

l.
INTRODUCTION

FairPoint submits this Disclosure Statement pursteasection 1125 of the Bankruptcy
Code, for use in the solicitation of votes on trebirs’'FirsiSecondAmended Joint Plan of
Reorganization under Chapter 11 of the BankruptmgeQthe “Plal), which is attached as
Exhibit A to this Disclosure Statement. FairPoint has ihed finy other plan of reorganization
in connection with the Chapter 11 Cases.

This Disclosure Statement sets forth specific im@ation regarding FairPoint’s pre-
bankruptcy history, significant events that haveused during the Chapter 11 Cases, and the
anticipated organizational and capital structure @perations of Reorganized FairPoint after
confirmation of the Plan and FairPoint’'s emergeings chapter 11. This Disclosure Statement
also describes the Plan, alternatives to the Rlects of confirmation of the Plan and certain
risk factors associated with the new equity thaitlva issued under the Plan. In addition, this
Disclosure Statement discusses the confirmatiocga®and the voting procedures that holders
of Impaired Claims must follow for their votes te bounted.

FOR A DESCRIPTION OF THE PLAN AND VARIOUS RISKS ANDTHER
FACTORS PERTAINING TO THE PLAN AS IT RELATES TO H@MERS OF CLAIMS,
PLEASE SEE SECTION VI ("SUMMARY OF PLAN OF REORGANIATION”") AND
SECTION VII (“CERTAIN FACTORS TO BE CONSIDERED”). SECTIONS Il THROUGH
V FOLLOWING THIS INTRODUCTION DISCUSS THE BACKGROUN OF FAIRPOINT'S
BUSINESS AND THE CHAPTER 11 CASES.

A. DEFINITIONS

Capitalized terms not otherwise defined in thisckisure Statement have the meanings
ascribed to them in the Plan. A term used budedined in this Disclosure Statement or the
Plan has the meaning given it in the BankruptcyeCaad/or the Bankruptcy Rules.

For purposes herein: (a) in the appropriate congadh term, whether stated in the
singular or the plural, will include both the sitguand the plural, and pronouns stated in the
masculine, feminine or neutral gender will include masculine, feminine and the neutral
gender; (b) any reference herein to a contractglgastrument, release, indenture or other
agreement or document being in a particular formroparticular terms and conditions means
that the referenced document will be substantialthat form or substantially on those terms and
conditions; (c) any reference herein to an existiagument or exhibit having been filed or to be
filed will mean that document or exhibit, as it nthgreafter be amended, modified or
supplemented; (d) unless otherwise stated, thesvwetein,” “hereof” and “hereto” refer to the
Disclosure Statement in its entirety rather thaa particular portion of the Disclosure
Statement; (e) captions and headings to secti@nmserted for convenience of reference only
and are not intended to be a part of or to affeetinterpretation hereof; (f) the rules of



construction set forth in section 102 of the Bapkey Code will apply; and (g) any term used in
capitalized form herein that is not otherwise dedibut that is used in the Bankruptcy Code or
the Bankruptcy Rules will have the meaning assigondtat term in the Bankruptcy Code or the
Bankruptcy Rules, as the case may be.

B. NOTICE TO HOLDERS OF CLAIMS IN VOTING CLASSES

This Disclosure Statement is being furnished talé™ of Allowed Claims in the Voting
Classes for the purpose of soliciting their voteshe Plan. This Disclosure Statement is also
being furnished to certain other creditors and ro#msities for notice or informational purposes.
The primary purpose of this Disclosure Statemett [govide adequate information to holders
of Allowed Claims in the Voting Classes to enahletsholders to make a reasonably informed
decision with respect to the Plan prior to exengjghe right to vote to accept or reject the Plan.

On | |, 2010, the Bankruptcy Court entehedRisclosure Statement Approval
Order approving the Disclosure Statement as cantainformation of a kind and in sufficient
detail to enable holders of Claims in Voting Classemake an informed judgment about the
Plan. THE BANKRUPTCY COURT'S APPROVAL OF THIS DISCLOSURE
STATEMENT CONSTITUTES NEITHER A GUARANTEE OF THE AC CURACY OR
COMPLETENESS OF THE INFORMATION CONTAINED HEREIN NO R AN
ENDORSEMENT OF THE PLAN BY THE BANKRUPTCY COURT.

IF THE BANKRUPTCY COURT CONFIRMS THE PLAN, THE PLAM/ILL BIND
ALL HOLDERS OF CLAIMS AND EQUITY INTERESTS AGAINSTFAIRPOINT,
WHETHER OR NOT THEY ARE ENTITLED TO VOTE OR DID VCH ON THE PLAN
AND WHETHER OR NOT THEY RECEIVE OR RETAIN ANY DISTBUTIONS OR
PROPERTY UNDER THE PLAN WHEREVER LOCATED. THUS, RARTICULAR, ALL
HOLDERS OF IMPAIRED CLAIMS AGAINST FAIRPOINT ARE EROURAGED TO
READ THIS DISCLOSURE STATEMENT AND ITS EXHIBITS CARFULLY AND IN
THEIR ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT EHPLAN.

This Disclosure Statement contains important infatron about the Plan, FairPoint’s
business and operations, considerations pertineatdeptance or rejection of the Plan, and
developments concerning the Chapter 11 Cases.

THIS DISCLOSURE STATEMENT IS THE ONLY DOCUMENT AUTERIZED BY
THE BANKRUPTCY COURT TO BE USED IN CONNECTION WITHHE SOLICITATION
OF VOTES ON THE PLAN. No solicitation of votes miag made except pursuant to this
Disclosure Statement, and no person has been a#tido use any information concerning
FairPoint other than the information contained imeré®ther than as explicitly set forth in this
Disclosure Statement, you should not rely on afiyrmation relating to FairPoint, its Estates,
the value of its properties, the nature of its Liabs, its creditors’ Claims or the value of any
securities or instruments issued under the Plan.

CERTAIN OF THE INFORMATION CONTAINED IN THIS DISCLGURE
STATEMENT IS BY ITS NATURE FORWARD-LOOKING AND CONAINS ESTIMATES,



ASSUMPTIONS AND PROJECTIONS THAT MAY BE MATERIALLYDIFFERENT FROM
ACTUAL FUTURE RESULTS.

Except with respect to the projected financial infation set forth ifexhibit B hereto
with respect to Reorganized FairPoint (the “Progexst), the descriptions of Reorganized
FairPoint set forth herein, and except as othergpseifically and expressly stated herein, this
Disclosure Statement does not reflect any eveatsilay occur subsequent to the date hereof.
Such events may have a material impact on thenrdtion contained in this Disclosure
Statement. FairPoint does not intend to updat®tbgctions. Further, FairPoint does not
anticipate that any amendments or supplementssdd®ibclosure Statement will be distributed to
reflect such occurrences. Accordingly, the delnarthis Disclosure Statement will not under
any circumstance imply that the information heifisinorrect or complete as of any time
subsequent to the date hereof.

THE PROJECTIONS WERE NOT PREPARED WITH A VIEW TOWEBR
COMPLIANCE WITH THE GUIDELINES ESTABLISHED BY THE MERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OR THE RUEES AND
REGULATIONS OF THE SECURITIES AND EXCHANGE COMMISGON.
FURTHERMORE, THE PROJECTIONS HAVE NOT BEEN AUDITHBY ROTHSCHILD.
WHILE PRESENTED WITH NUMERICAL SPECIFICITY, THE PRIECTIONS ARE
BASED UPON A VARIETY OF ASSUMPTIONS, SOME OF WHICHAVE NOT BEEN
ACHIEVED TO DATE AND WHICH MAY NOT BE REALIZED IN THE FUTURE, AND
ARE SUBJECT TO SIGNIFICANT BUSINESS, ECONOMIC ANDOBMPETITIVE
UNCERTAINTIES AND CONTINGENCIES. CONSEQUENTLY, THEROJECTIONS
SHOULD NOT BE REGARDED AS A REPRESENTATION OR WARRAY BY
FAIRPOINT, OR ANY OTHER PERSON, THAT THE PROJECTISGNVILL BE REALIZED.
ACTUAL RESULTS MAY VARY MATERIALLY FROM THOSE PRESHTED IN THE
PROJECTIONS.

EXCEPT WHERE SPECIFICALLY NOTED, THE FINANCIAL INFRMATION
CONTAINED HEREIN HAS NOT BEEN AUDITED BY A CERTIFIE PUBLIC
ACCOUNTANT AND HAS NOT BEEN PREPARED IN ACCORDANCWITH
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

IRS CIRCULAR 230 NOTICE: TO ENSURE COMPLIANCE WITH IRS CIRCULAR
230 HOLDERS OF CLAIMS AND EQUITY INTERESTS ARE HEREBNMOTIFIED THAT:
(A) ANY DISCUSSION OF FEDERAL TAX ISSUES CONTAINEDR REFERRED TO IN
THIS DISCLOSURE STATEMENT IS NOT INTENDED OR WRITTNETO BE USED, AND
CANNOT BE USED, BY HOLDERS OF CLAIMS OR EQUITY INTRESTS FOR THE
PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSEDNDTHEM UNDER THE
INTERNAL REVENUE CODE; (B) SUCH DISCUSSION IS WRIEN IN CONNECTION
WITH THE PROMOTION OR MARKETING BY FAIRPOINT OF THHRANSACTIONS
OR MATTERS ADDRESSED HEREIN; AND (C) HOLDERS OF CIMS AND EQUITY
INTERESTS SHOULD SEEK ADVICE BASED ON THEIR PARTIQWR
CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.




C. SOLICITATION PACKAGE

For the holders of Claims in Voting Classes ahefRecord Date, accompanying this
Disclosure Statement are copies of the followinguheents (collectively with this Disclosure
Statement, the “Solicitation Pack&pge1) the Plan, which is annexed to this Disclesu
Statement a&xhibit A; (2) a notice to Voting Classes; and (3) for haddef Allowed Claims in
the Voting Classes, a Ballot to accept or rejeetRlan.

If you did not receive a Ballot in your package &edieve that you should have, please
contact BMC Group, Inc. by regular mail at 444 Naxtash Street, EI Segundo, CA 90245, by
telephone at 1-888-909-0100 or by electronic mdhiapoint@bmcgroup.com.

D. VOTING PROCEDURES
1. General Information

Under the Bankruptcy Code, certain Classes of treddare deemed to accept or reject
the Plan, and the vote of these Classes will nagiotieited. Thus, if a creditor holds Claims
included within a Class that is not impaired untther Plan, under Bankruptcy Code section
1126(f), the creditor is conclusively presumed daodnaccepted the Plan with respect to such
Claims, and its vote of such Claims will not beigtdd. Pursuant to the Bankruptcy Code, a
class of claims or interests is “impaired” if tlegal, equitable or contractual rights attaching to
the claims or interests of that class are altevtekr than by curing defaults and reinstating
maturity. The Plan provides that the following §€das of Claims are unimpaired: 1, 2, 3, 5, 6, 8
and 10. Any holder of a Claim in any of these €¢éssmay, however, object to the Plan to
contest the Plan’s characterization of the cred@itoon-impaired status.

The Bankruptcy Code provides that only the holdé¢illowed Claims are entitled to
vote on the Plan. A Claim to which an objectios baen filed is not an Allowed Claim unless
and until the Bankruptcy Court rules on the obptind allows the Claim. Consequently,
although holders of Claims subject to a pendingaipn may receive Ballots, their votes will
not be counted unless the Bankruptcy Court (ay poiche Voting Deadline (as defined herein),
rules on the objection and allows the Claim orgib)proper request under Bankruptcy Rule
3018(a), temporarily allows the Claim in an amowhtch the Court deems proper for the
purpose of voting on the Plan. As set forth inlogice of Confirmation Hearing, holders of
Claims which are the subject of an objection ttzt bheen filed on or before | |, 2010
must file motions for purposes of having their @laitemporarily allowed for voting purposes on

or before | |, 2010.
2. Voting on the Plan

If a holder of a Claim is classified in a VotingaSé under the Plan, such holder’s
acceptance or rejection of the Plan is importadtranst be in writing and filed by the Voting
Deadline (as defined herein). If Claims are helthore than one Class and a holder is entitled
to vote in more than one Class, separate Ballotst briused for each Class. A separate Ballot
must be used for each Claim. The holder of maaa tine Claim classified in a single class of
Claims will be entitled to vote each such Claimasagely to accept or reject the Plan (despite the
fact that such holder may receive only one Batotgurposes of voting) and each such vote will



be counted separately in determining whether tlasNithin which such Claim is classified has
accepted or rejected the Plan. Accordingly, whamwyote, you must use only the Ballot or
Ballots sent to you (or copies if necessary) whils Disclosure Statement.

After carefully reviewing the Plan, this DisclosiB&atement, and the detailed
instructions accompanying your Ballot, please chibekappropriate boxes on the enclosed Ballot
to indicate (a) your vote to accept or reject ttenRnd (b) to the extent that you hold an
Unsecured Claim, whether you elect to have youredumsed Claim treated as a Convenience
Claim in Class 8.PLEASE COMPLETE AND SIGN YOUR BALLOT(S) (ONLY
BALLOTS WITH ORIGINAL SIGNATURES WILL BE ACCEPTED; COPIES OF
SIGNATURES WILL NOT BE ACCEPTED) AND RETURN ITIN T HE ENCLOSED
ENVELOPE SO THAT IT IS RECEIVED BY NO LATER THAN [ ], 2010
AT[_: ]1[]M.(NEW YORK TIME) (THE “VOTING DEAD LINE").

IF THE FAIRPOINT COMMUNICATIONS UNSECURED CLAIMS (C LASS 7)
VOTES TO REJECT THE PLAN, THE MEMBERS OF THE AD HOC COMMITTEE
OF SENIOR NOTEHOLDERS OR ITS COUNSEL OBJECTS TO_THE DISTRIBUTION
AND TREATMENT UNDER THE PLAN, THE MEMBERS OF THE CREDITORS’
COMMITTEE OR ITS COUNSEL OBJECTS TO THE PLAN, OR TH E INDENTURE
TRUSTEE OR ITS COUNSEL OBJECTS TO THE PLAN, THEN TH E HOLDERS OF
FAIRPOINT COMMUNICATIONS UNSECURED CLAIMS WILL NOT  RECEIVE ANY
DISTRIBUTIONS UNDER THE PLAN ON ACCOUNT OF THEIR CL AIMS.

IN ORDER FOR YOUR BALLOT TO BE COUNTED, YOUR BALLOMUST BE
PROPERLY COMPLETED AS SET FORTH ABOVE AND IN ACCORDNCE WITH THE
VOTING INSTRUCTIONS ON THE BALLOT, AND RECEIVED BEBRE THE VOTING
DEADLINE BY THE VOTING AGENT.

If you have any questions about the procedurediting your Claim or the packet of
materials that you received, please contact theng@dtgent at the address indicated above in
subsection C herein.

If you wish to obtain an additional copy of the ®Rl¢éhis Disclosure Statement, the Ballot
or any exhibits to such documents, at your own egpeunless otherwise specifically required
by Bankruptcy Rule 3017(d), please contact BMC @rdnc. by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 2B8B0100 or by electronic mail at
fairpoint@bmcgroup.com.

E. CONFIRMATION HEARING

Pursuant to section 1128 of the Bankruptcy CodeBarnkruptcy Rule 3017(c), the
Bankruptcy Court has scheduled the Confirmationridgado commence on | ], 2010
at[__: ][]m. (New York Time), or as soon theter as counsel may be heard, before the
Honorable Burton R. Lifland, United States Bankoypludge, in Room 623 of the United States
Bankruptcy Court for the Southern District of NewrK, One Bowling Green, New York, New
York 10004. THE BANKRUPTCY COURT HAS DIRECTED THAT OBJECTIONS, IF
ANY, TO CONFIRMATION OF THE PLAN MUST BE IN WRITING AND FILED



WITH THE CLERK OF THE BANKRUPTCY COURT AND SERVED S O THAT THEY
ARE RECEIVED ON OR BEFORE [ 1, 2010 AT [:_ ] []-M. (NEW YORK

TIME) BY:

Counsel for FairPoint:

Paul, Hastings, Janofsky & Walker LLP

75 East 55th Street New York, New York 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

Email: lucdespins@paulhastings.com
jamesgrogan@paulhastings.com

Attn:  Luc A. Despins, Esq.
James T. Grogan, Esq.

With a copy to:

FairPoint Communications, Inc.

521 E. Morehead Street, Suite 500

Charlotte, North Carolina

Telephone: (704) 344-8150

Facsimile: (704) 344-1594

Email: ssowell@fairpoint.com

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

Counsel for the Administrative Agent for
FairPoint’s prepetition secured lenders:

Kaye Scholer LLP

425 Park Avenue

New York NY 10022

Telephone: (212)

Facsimile: (212)

Email: mschonholtz@kayescholer.com
ncremona@kayescholer.com

Attn: Margot B. Schonholtz, Esq.
Nicholas Cremona, Esq.

Counsel for the Creditors’ Committee:



Andrews Kurth LLP
450 Lexington Avenue
New York, NY 10017
Telephone: (212) 850-2800
Facsimile: (212) 850-2929
Email: paulsilverstein@andrewskurth.com
jonathanlevine@andrewskurth.com
Attn: Paul N. Silverstein, Esq.
Jonathan Levine, Esq.

United States Trustee:

The Office of the United States Trustee Region 2
33 Whitehall Street, 21st Floor

New York, NY 10004

Attn:  Andrew D. Velez-Rivera

The Confirmation Hearing may be adjourned from tbiméme by the Bankruptcy Court
without further notice except for the announcenwérihe adjourned date made at the
Confirmation Hearing or at any subsequent adjoufedfirmation Hearing.

THE PLAN HAS THE SUPPORT OF FAIRPOINT AND THE LENIBESTEERING
COMMITTEE. IN THE VIEW OF FAIRPOINT, THE TREATMENTOF HOLDERS OF
CLAIMS UNDER THE PLAN CONTEMPLATES GREATER RECOVERKFOR SUCH
HOLDERS THAN WOULD BE AVAILABLE IN LIQUIDATION. ACCORDINGLY,
FAIRPOINT BELIEVES THAT THE PLAN IS IN THE BEST INERESTS OF HOLDERS OF
CLAIMS AND, THUS, RECOMMENDS THAT ALL HOLDERS OF INAIRED CLAIMS
THAT ARE ENTITLED TO CAST BALLOTS VOTE TO ACCEPT TH PLAN.

Il.
OVERVIEW OF FAIRPOINT AND ITS BUSINESS AND CERTAIN KEY EVENTS
LEADING TO THE COMMENCEMENT OF THE CHAPTER 11 CASES

A. BUSINESS OF FAIRPOINT
1. General

FairPoint was founded as MJD Communications, Imd.991. From its inception,
FairPoint was established for the purpose of asggand operating local telephone companies
in rural markets. As of September 30, 2009, FantRtad approximately 4,140 employees,
including approximately 2,700 who were represetmgthbor unions. For the year ended
December 31, 2008, FairPoint had revenues of appedgly $1.275 billion on a consolidated
basis. As of September 30, 2009, FairPoint’s utedaonsolidated financial statements
reflected assets with a book value totaling appnaxely $3.206 billion and liabilities totaling
approximately $3.289 billion.



2. Corporate Structure

The following chart generally depicts FairPointsmorate structure:

FairPoint Communications, Inc.
(formerly known as MJD Communications, Inc.)

(Delaware)

ST Northern New Enhanced FairPoint MJID FairPoint Carrier FairPoint MJID
Enterprises, England Communications of Logistics, Services Services, Inc. (f/lk/a Broadband, Ventures,
Ltd. Telephone Northern New Inc. Corp. FairPoint Inc. Inc.
(Kansas) Operations England Inc. (South (Delaware) Communications (Delaware) (Delaware)

LLC (Delaware) Dakota) Solutions Corp.,
(Delaware) f/k/a FairPoint
Communications
Corp.)
(Delaware)
Subsidiaries Subsidiary Subsidiaries Subsidiaries Subsidiaries

Each of the subsidiaries is a party to the ChdliteCases.

3. Markets

As of September 30, 2009, approximately 64% off«@it's access lines served
residential customers, 28% served business cusscener8% served wholesale customers. The
table below illustrates how FairPoint’s access égaivalents were dispersed among the various
states it serves as of September 30, 2009:

Access Line
SR Equivalent(1)
Maine 575,807
New Hampshire 494,888
Vermont 314,685
Florida 51,878
New York 49,241
Washington 43,861
Missouri 14,526
Ohio 13,219
Virginia 8,516
Kansas 6,930
Idaho 6,906
lllinois 6,562
Pennsylvania 6,243
Oklahoma 4,210
Colorado 3,787
Other States(2) 3,213
Total 1,604,472




(1) Includes voice access lines and high speedlutegts, which include digital subscriber lines,
wireless broadband and cable modem.

(2) Includes Massachusetts, Georgia and Alabama.

In addition to the services FairPoint providestemarious markets, it participates
actively in philanthropic affairs in the commungia which it has a presence. For example,
FairPoint supports ongoing digital literacy initegs and invests in community broadband
applications as part of its commitment to assisaising the levels of information and
technology literacy in the communities it servésirPoint views its community focus as an
integral component of its drive to remain a leadingvider of communications services.

4. Services

As the telecommunications provider for approximateb million residential and
business customers, FairPoint offers its customé&m®ad array of services including, but not
limited to, the following:

Local Telephone Serviced-airPoint offers traditional local telephonewees to “end
user” residential and business customers.

Long Distance ServicedsrairPoint offers switched and dedicated longaglise services
to its retail customers under resale agreementsatiiter national telecommunications carriers.
FairPoint also sells wholesale long distance sesvio other telecommunications carriers.

Wholesale Communications ServicdsairPoint sells communications services to
competitor local exchange carriers who then resedh services to local businesses and
residential customers. FairPoint also sells aceessces to both wireless and wireline
wholesale customers. These wholesale customaraithize FairPoint’'s network to deliver
service to their end user customers.

Data and Internet Service&airPoint offers broadband internet access gjaad
subscriber line (“DSY) technology, fiber-to-the-home “FAST” technologiedicated T-1
connections, internet dial-up, high speed cableanodnd wireless broadband. FairPoint also
offers related internet services to its customeardyuding internet protocol address registration,
basic website design and hosting, domain namecgsrand web-based e-mail services.

Cable TV and Videp In certain markets, FairPoint provides video/ges to customers
by reselling DirecTV content and providing cableldRTV video-over-DSL distribution
channels.

Enhanced Telephone ServicdzairPoint sells enhanced telephone serviceastomers,
such as call waiting, call forwarding and transfegy three-way calling, automatic callback, call
hold, caller name and number identification, vaital, teleconferencing, video conferencing,
store-and-forward fax, follow-me numbers, Centrewikes and direct inward dial lines.

Billing and Collection ServicesAs a local exchange carrier, FairPoint frequeatits as
the primary billing and collection party for itsstomers’ telephone usage, including amounts



owed to other telecommunications carriers for Idigance services. Long distance carriers
purchase such billing and collection services fiairPoint.

Directory Services FairPoint, through contracts with directory see¢ companies,
publishes telephone directories for its customes majority of the locations in which it
operates local exchange carriers. These direstprizvide white page listings, yellow page
listings and community information listings.

5. Competition

The Telecommunications Act of 1996 and other astiaken by the Federal
Communications Commission (“FCJGand state regulatory authorities promote contigetiin
the provision of communications services. FairPtanes robust wireline and/or wireless
competition from numerous competitive providersnast of the areas FairPoint serves.

Wireline Competition FairPoint also faces competition from new masgtants that
provide close substitutes for the traditional tblampe services FairPoint provides, such as cable
television providers and competitive local exchacgeiers. Competitive local exchange carriers
either maintain their own facilities or lease see@ at wholesale rates while cable television
companies are entering the communications markaphgyading their networks with fiber optics
and installing facilities to provide broadband,csivideo and data communications. Electric
utilities could become a competitive threat sirfeeythave existing assets and access to low cost
capital that could allow them to enter a serviaaaapidly and accelerate network development.

Internet Competition Internet services and other broadband servieealso highly
competitive, and FairPoint expects that competitidhcontinue to intensify. Internet services,
meaning both Internet access (wired and wirelass)oa-line content services, are provided
primarily by Internet service providers, satelltased companies, long distance carriers, wireless
companies and cable television companies. Manasfd companies provide direct access to the
Internet and a variety of supporting services tsitesses and individuals. In addition, many of
these companies, such as Microsoft and Yahoo!r offdine content services consisting of
access to closed, proprietary information netwolfsctric utility companies, utilizing
broadband over power lines technology, could adfeadditional threat in this area as they look
to leverage their embedded assets to enter newdiieusiness. Cable television operators,
among others, have aggressively entered the Irttaccess business. Satellite companies are also
offering broadband access to the Internet, priméviremote, unserved locations.

Municipalities, public utilities and private busssereceiving government stimulus funds may
also choose to enter the Internet access business.

Voice Over Internet Protocol CompetitioiWoice over internet protocol_(“VolPservice
is increasingly being embraced by all industry ipgrants. VoIP service involves the routing of
voice calls over the public Internet or privatenworks, through packets of data instead of
transmitting the calls over the existing public ®ived telephone network. This routing
mechanism may give VolP service providers a cosa@ihge, and enable them to offer services
to end users at a lower price. While current VgiBligations typically complete calls using
incumbent local exchange carrier infrastructure @etsvorks, as VolP services obtain acceptance
and market penetration and technology advancedseiyra greater number of calls may be placed
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without utilizing the public switched telephonewetk. The proliferation of VolP, particularly
to the extent these calls do not utilize FairPsifdcal exchange carriers’ networks or are
accorded different regulatory treatment, may reguin erosion of FairPoint’s customer base
and loss of local, long distance and network acomssnues.

Long Distance CompetitionCompetition for long distance communicationvees is
robust. Competition in the long distance businsdsased primarily on price, although service
bundling, branding, customer service, billing seevand quality play a role in customers’
choices.

Cable Competition Cable companies are competing with FairPoirgereral fronts:
high speed data, voice, video and bundled solutiBable high speed data services are generally
competitive with FairPoint’s services in both pnigiand the speed of those services. FairPoint
estimates that as of September 30, 2009, a magritye customers that FairPoint served had
access to a cable modem offering. The second &anpetition is local and long distance
voice services. In addition, the FCC'’s requirenthat telephone companies offer number
portability has increased the competition FairP&anes from cable companies.

Wireless Competitianin most of FairPoint’s service areas it facaspetition from
wireless technology and, as technology and ecoraiiscale continue to improve, competition
from wireless carriers is expected to continuentvease. In addition, the FCC’s requirement that
telephone companies offer wireline-to-wireless nanymrtability is expected to increase the
competition FairPoint faces from wireless carriditse NNE Operations’ service areas represent
both rural and small urban markets and tend to batter wireless coverage than those of the
historical operations of FairPoint. Wireless contp®t is more robust in these service areas.

Other Competition Wireline, wireless, cable and utility compangesild form, and in
some cases have formed or are in the processmirfgy strategic alliances to offer bundled
services in FairPoint’s service areas. FairPoing faee increased competition from bundled
service providers in the future, in particularpipdications for certain broadband development
funding submitted by certain of these strategi@atles under the American Recovery Act of
2009 are approved.

6. Regulatory

In its normal operations apart from the Chapte€Cases, FairPoint is subject to
regulation primarily by federal and state governtabagencies. At the federal level, the FCC
generally exercises jurisdiction over the facistend services of communications common
carriers, such as FairPoint, to the extent thosiéitfes are used to provide, originate or terménat
interstate or international communications. Pubtiity commissions (*PUCY are the state
regulatory commissions that generally exercisesglickion over common carriers’ facilities and
services to the extent those facilities are usgatdwide, originate or terminate intrastate
communications. Certain of these regulatory regiaféect FairPoint’s revenues (positively and
negatively) because they impose price caps orghbgidize high-cost operations in rural areas
of the United States where FairPoint operates. aFiscussion of the specific restrictions and
other regulations to which FairPoint’'s businessulgject, please refer to “ltem
1—Business—Regulatory Environment” in FairPoint @oamications’ Annual Report on Form
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10-K for the fiscal year ended December 31, 20i0&] fvith the Securities and Exchange
Commission on March 5, 200%ee Section V.F.1 (“Overview of Chapter 11 Cases-hedt
Material Information—PUC Negotiations”).

7. Legal Proceedings Outside the Bankruptcy Court

FairPoint is involved in litigation arising in tm®rmal course of business and also in
connection with the Chapter 11 Cases. The outcdrttesolitigation is not expected to have a
material impact on FairPoint’s financial statemesrtprojections. In addition, to the extent
FairPoint is currently involved in any litigatiom@/or regulatory proceedings, most of these
proceedings have been stayed as a result of thg &if the Chapter 11 Cases.

B. CERTAIN KEY EVENTS LEADING TO THE COMMENCEMENT OF T HE
CHAPTER 11 CASES

1. Overview

On January 15, 2007, FairPoint Communications edtero an agreement and plan of
merger with Verizon and Spinco pursuant to whichif&@nt Communications committed to
purchase Verizon’s landline operations in MainewNtampshire and Vermont. The transaction
required Verizon to contribute specified assetslatlities of the local exchange businesses of
Verizon New England Inc. and other Verizon subsid&in Maine, New Hampshire and
Vermont to Spinco and the related long distanceiatednet service provider businesses in those
states to subsidiaries of Spinco. After extengdderal and state regulatory review and approval,
on March 31, 2008, Spinco was merged with and katioPoint Communications, with FairPoint
Communications being the surviving entity in therlyts.

In connection with the Merger, FairPoint and Spieatered into the Prepetition Credit
Agreement and Spinco issued and FairPoint Commiminsasubsequently assumed the
outstanding Senior Notes. In consideration of\teeger, Verizon received a $1.16 billion cash
payment from Spinco and an additional $551 millioeash from the proceeds of the issuance of
Senior Notes. Verizon’s stockholders received appnately 54 million shares of FairPoint
Communications’ common stock, representing apprakety 60.2% of the equity ownership
interests in FairPoint Communications at that tinAs.a result of the Merger, FairPoint’s size, as
measured by access lines and revenues, incregseakapately five-fold.

Following the acquisition of the NNE OperationsirPaint faced significant short- and
long-term challenges, including, among other thifigmtegrating the NNE Operations with pre-
Merger FairPoint, (ii) keeping pace with competitioom bundled offerings by cable companies,
as well as the use of alternative technologiescivhre eroding FairPoint’s traditional base of
wireline voice customers, (iii) monitoring, repaigiand upgrading the existing
telecommunications network in the NNE Operationsilevsimultaneously building a new next
generation IP based network and (iv) overcomingdiffeculty of transitioning certain back-
office functions from Verizon’s integrated systetnsiewly created systems of FairPoint, which
occurred in January 2009 (hereinafter, the “Cutfver

These challenges were made even more difficultebgrabrating market conditions.
Although local exchange carriers were the only sewf voice communications for many years,
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more recently local exchange carriers, includingHent, have experienced a decline in the
number of access lines in service, primarily duméoeased competition from wireless carriers,
cable television operators who offer voice serviened internet service providers who offer VolP
services. Moreover, these competitive challenga®wxacerbated by the recent turmoil in the
financial markets, which has significantly limitadailable capital and resulted in a significant
decline in the domestic economy in the past y€airPoint believes that the economic decline
has reduced consumer spending and contributeditecegase in the rate of decline in access
lines and an increase in overdue accounts receNmbances from customers. Additionally, as a
result of the Cutover, FairPoint incurred higharttanticipated incremental costs and was
required to devote significant resources, includmanagement time and attention, to resolving
these problems. Furthermore, the regulatory regumegr which FairPoint operates limit its
flexibility in addressing these problems. As auiesf the combined impact of each of these
developments, FairPoint was unable to attain thfpeance levels it projected at the time of
the acquisition of the NNE Operations.

The inability to achieve the financial performameejections with respect to the NNE
Operations made it impossible for FairPoint to Berits approximately $2.7 billion in debt
obligations. Interest costs on FairPoint’s sigmifit debt have absorbed a large portion of its
operating cash flow, thereby imposing limitatiomsFairPoint’s ability to construct its next
generation IP based network which FairPoint beBevdl enable it to offer a new suite of IP
based services and implement its strategic busplaas FairPoint believes these are necessary
steps to reverse the current downward trend oPBait’s operating cash flows.

2. Cutover

During 2007, 2008, and into January 2009, FairPad@&veloped and deployed new
systems, processes and personnel to operate theOyREtions.

FairPoint believes that the transition of the NNpe@tions from operating subsidiaries
of Verizon to subsidiaries of FairPoint had an adeesffect on its operations. Pursuant to
agreements entered into with Verizon relating oterger, Verizon was to remain responsible
for critical functions such as internal informatitathnology, customer care, order management,
broadband help desk support, E-911 services, nktwmonitoring, billing and collection and
supply chain systems from the March 31, 2008 ctpdite until Cutover was achieved. During
this period, the NNE Operations were operated uadeansition services agreement, pursuant to
which Verizon was paid approximately $15 milliorr pgonth in return for the services set forth
above. In addition, FairPoint Communications eregaGapgemini U.S. LLC (“Capgemipito
build a back-office infrastructure to allow FairRbio transition from Verizon’s systems.
FairPoint extended the Cutover date several timébthe final Cutover date in January 2009.

Following Cutover, FairPoint experienced increagextessing time by customer service
representatives for new orders, increased proagesisie for customer invoices and an inability
to execute automated collection treatment effofisese issues negatively impacted customer
satisfaction and resulted in large increases itoowsr call volumes into FairPoint’s customer-
service centers and delayed the installation, re@aid upgrades of services. While many of
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these issues were anticipated, the magnitude dafitheulties experienced was beyond
FairPoint’s expectations.

In the first nine months of 2009, FairPoint incar&28.8 million of incremental expenses
in order to operate its business, including thiagtp contractor costs and internal labor costs in
the form of overtime pay. The Cutover also requsigghificant staff and senior management
attention.

To date, FairPoint has resolved many of the isgudased, but it has been required to
devote significant financial resources and empldiae to resolving those issues. This has
lessened FairPoint’s ability to implement its besis plan, improve customer satisfaction and
compete effectively in the marketplace.

On October 9, 2009, FairPoint Communications edter® a Settlement Agreement and
Release (the "Capgemini Settlement Agreerf)emth Capgemini. Under various contracts
between Capgemini and FairPoint Communicationsiy@ced amounts and certain deferred
amounts totaled approximately $49.8 million. Parguo the Capgemini Settlement Agreement,
Capgemini agreed to continue to provide servicdsidPoint in exchange for FairPoint paying
Capgemini ongoing fees plus $30 million of the t@49.8 million, with FairPoint paying $15
million upon execution of the Capgemini Settlem&gteement and an additional $15 million
due on December 31, 2009. The Capgemini SettleAgneiement also allows Capgemini to,
among other things, assert an allowed unsecurad elgainst FairPoint Communications in the
Chapter 11 Cases (to which FairPoint Communicatwafisiot object) for the remaining balance
of approximately $19.8 million. FairPoint also egd to assume the Capgemini Settlement
Agreement and certain contracts with Capgemini.tibb end, on November 16, 2009, FairPoint
Communications filed its motion for Order, pursuemBankruptcy Code Sections 105(a), 363
and 365 and Bankruptcy Rules 6006 and 9019, AutimgyiDebtors to Assume Certain
Agreements and Settle Certain Related Claims CamggCapgemini U.S. LLC. FairPoint
Communications and Capgemini have adjourned thergean such motion to March 3, 2010,
and subsequently agreed to delay the payment ofrffilién that was originally due on
December 31, 2009 until after the Bankruptcy Caurtnsideration of the motion.

3. Increased Regulatory Burdens

To obtain state-level approval of the Merger, FainPentered into stipulations with the
regulatory authorities in Maine, New Hampshire &fedmont. As a result of these stipulations,
FairPoint, among other things, agreed to provideises according to certain quality measures,
increase the availability of broadband serviceaoheof the three states within certain prescribed
time frames, and make minimum capital investmemthose three states up to five years
following the closing of the Merger (as prescriliedhe applicable stipulations), or face
financial penalties. FairPoint's competitors, wdre not local exchange carriers, do not face the
same regulatory constraints and requirements.héyrtiue to various contracts and other
agreements inherited from Verizon and becauseguilaéory orders issued prior to the closing of
the Merger, FairPoint was limited in its abilityraise rates for specified periods of time,
including rate changes for certain services thanat regulated by the state PUCs. Following
the commencement of the Chapter 11 Cases, Fair@amienced negotiations with
representatives of the state PUCs, which ultimdéglyto the execution of regulatory settlements
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with representatives of the regulatory authoritreMaine, New Hampshire and Vermont. The
regulatory settlements reflected in such term shaet subject to, among other things, approval
of the settlements by the state PUGge Section V.F.1 (“Overview of Chapter 11
Cases—Other Material Information—PUC Negotiations”)

4. Market Conditions

FairPoint’s financial well-being also has been Hyrthe current economic downturn and
continued aggressive competition, particularlyhe Northern New England markets it serves.
FairPoint’s consolidated revenues decreased byappately $60.0 million, or 18.3%, to
$268.3 million in the third quarter of 2009 comphte the same quarter of 2008. Revenues in
each of FairPoint’s business lines have also hagacted by the weak economy, which has
caused a decrease in discretionary consumer sgeandd) correspondingly, an increase in access
line losses for FairPoint. As a result of theseé ather factors, FairPoint experienced a net loss
in the third quarter of 2009 of approximately $7mllion and a net loss in the first nine months
of 2009 of approximately $103.9 million, as compki®@ a net loss of approximately $25.1
million in the third quarter of 2008 and net incoofeapproximately $7.5 million in the first nine
months of 2008.

A portion of these losses can also be attributati¢ozigorous and growing competition
in the communications and technology industries.aAesult of the increasingly competitive
marketplace in which FairPoint operates, over ds¢ $everal years FairPoint has experienced
decreasing revenues and a decline in customergy bfadairPoint’s direct regional competitors,
including other local cable and internet providéssk advantage of both the lengthy approval
period for the Merger as well as the delayed Cutawel operating issues experienced as a
consequence of Cutover by offering aggressivemion bundled packages of services and
claiming to offer more reliable servic&ee Section 11.A.5 (“Overview of FairPoint and its
Business and Certain Key Events Leading to the Coemeement of the Chapter 11
Cases—Business of FairPoint—Competition”)

On October 5, 2008, the administrative agent utitePrepetition Credit Agreement,
Lehman Commercial Paper Inc. (“LCRIfiled a petition for relief under chapter 11 tbie
Bankruptcy Code in this Court, which impacted Fain®Ps liquidity. LCPI accounted for
approximately thirty percent of the loan commitnsemhder the Revolver (as defined herein).
On January 21, 2009, FairPoint Communications edtgrto an amendment to the Prepetition
Credit Agreement under which the administrativendgesigned and was replaced by Bank of
America, N.A., as administrative agent. LCPI's tawdn loan commitments under the Revolver,
totaling approximately $29.7 million, were termi@dtand are no longer available to FairPoint.
As a result, the available funds under the Revolee permanently reduced to an aggregate
principal amount of $169.7 million. In addition,rthg September 2008, due to the extreme
uncertainty in the financial markets and the riskaiated with LCPI, FairPoint drew the
remaining $100 million available under its $200lioil delayed draw term loan, as well as $100
million under its revolving credit facility. Theskaw-downs resulted in additional and
unanticipated interest costs as these funds werenneediately needed for operating purposes.
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5. Initial Out of Court Restructuring Initiatives

As a result of the various factors affecting FainPse financial performance and
operations, FairPoint determined that it may noinbeompliance with certain financial
covenants in the Prepetition Credit Agreementtierrheasurement period ended June 30, 2009.
Accordingly, as a first step in a restructuringtefcapital structure, FairPoint initiated the
Exchange Offer. The Exchange Offer was consumnaietuly 29, 2009. Pursuant to the
Exchange Offer, $439.6 million aggregate princgralount of the Original Senior Notes (which
amount was equal to approximately 83% of the thastanding Original Senior Notes) was
exchanged for $439.6 million aggregate principabant of Exchange Offer Senior Notes. In
addition, pursuant to the terms of the ExchangeiQ&n additional $18.9 million aggregate
principal amount of Exchange Offer Senior Notes i8aged to noteholders who tendered their
Original Senior Notes in the Exchange Offer as paynfior accrued and unpaid interest on the
exchanged Original Senior Notes up to, but notudicig, the July 29, 2009 settlement date of
the Exchange Offer (the “Settlement Date

The Exchange Offer Senior Notes permitted FairPGorhmunications to pay the
interest payable on the Exchange Offer Senior Niotethe period from July 29, 2009 through
and including September 30, 2009 (the “Initial iet# Payment Periddin the form of cash, by
capitalizing such interest and adding it to theg@pal amount of the Exchange Offer Senior
Notes or a combination of both cash and such degaiten of interest, at FairPoint’s option.
The Exchange Offer resulted in cash savings ofagprately $28.8 million for FairPoint.

Exchange Offe&nd—as&msaw Was able to malntaln compllance with

the financial covenants contained in the Prepeti@oedit Agreement for the measurement

perlod ended June %M

tion V.H V I‘VI w f h t rl A M ttr’ Whl| F |rP |nt

0 4 additiothe Exchange
Offer did not provide a suff|C|ent reductlon in FFamnt s cash interest expense to prevent a
potential breach of the interest coverage rationteaance covenant in the Prepetition Credit
Agreement for the measurement period ended Septe30h2009-—n-additior2009 and
FairPointalsoanticipated that it would be in breach of the tage ratio maintenance covenant
in the Prepetition Credit Agreement as early asitbasurement period ended September 30,
20009.

Such breaches would have permitted the lenders tinel€repetition Credit Agreement
and certain interest rate swap creditors (the “&tigpn Credit Agreement Lendéjso
accelerate the maturity of the loans outstandiegetinder, seek foreclosure upon any collateral
securing such loans and terminate any remainingratments to lend to FairPoint. If the
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Prepetition Credit Agreement Lenders had exercsett remedies, FairPoint did not believe
that it could refinance the Prepetition Credit Agrent on reasonable terms, or at all, in the then
prevailing lending environment.

In order to address these issues, FairPoint desdlap out-of-court restructuring plan
(the “Out of Court Restructuring Pfgrwith the assistance of its financial advisomhelOut of
Court Restructuring Plan related to all of FairRsinutstanding Senior Notes and was generally
designed to (i) reduce FairPoint’s indebtednessirtedest expense, (ii) improve FairPoint’s
liquidity and financial and operational flexibility order to allow it to compete more effectively
and maximize enterprise value and (iii) help FamPmaintain compliance with the
maintenance covenants in the Prepetition Crediedgrent. In particular, the Out of Court
Restructuring Plan contemplated, among other thitngs Senior Notes would be tendered in
exchange for shares of capital stock in FairPoirte Out of Court Restructuring Plan was
conditioned on acceptance by 95% of the outstanuhders of the Senior Notes, which was, at
that time, the minimum threshold determined to éeassary to sufficiently reduce leverage for
purposes of continued compliance with the mainteeaamvenants in the Prepetition Credit
Agreement as well as for liquidity purposes.

This effort, however, was unsuccessful for two @uiynreasons: (i) following lengthy
negotiations with substantial holders of the SeNiotes, it became apparent that the minimum
exchange threshold could not be met and (ii) tHddre of the Senior Notes were unwilling to
lend an additional $25 million in funds that wollave been necessary to effectively implement
the Out of Court Restructuring Plan.

Following unsuccessful negotiations with the haddefrthe Senior Notes, FairPoint
entered into discussions with certain of the leaderder the Prepetition Credit Agreement. On
September 25, 2009, FairPoint Communications andineof its subsidiaries entered into a
forbearance agreement (the “Forbearance Agreéneitih lenders holding approximately 65%
of the loans and commitments outstanding undePthpetition Credit Agreement (the
“Forbearing Prepetition Credit Agreement Lenter§ he Forbearance Agreement permitted
FairPoint to forgo certain principal and intereayments due on September 30, 2009 under the
Prepetition Credit Agreemenhd-underits-Swap-AgreementBurther, subject to no intervening
defaults, the Forbearing Prepetition Credit Agreethhenders agreed to forbear from
accelerating the maturity of the loans outstandinder the Prepetition Credit Agreement and
from exercising any other remedies thereunder @uibber 30, 2009 if FairPoint failed to meet
certain interest coverage ratio and leverage cat@nants contained in the Prepetition Credit
Agreement for the measurement period ended Septe86h20092009 and/or if FairPoint failed

to make certain payments due on September 30, 200 the Swap Agreements.

In addition, on September 25, 2009, FairPoint Comgations entered into a
forbearance agreement (the “Wachovia Forbearanceeftent) with Wachovia Bank, N.A.
(“Wachovid) relating to the Wachovia Swap Agreement. Punst@athe Wachovia
Forbearance Agreement, subject to no intervenifguite, Wachovia agreed until October 30,
2009 not to exercise any of its rights or remedmser the Wachovia Swap Agreement if
FairPoint failed to make a payment that was dueeutite Wachovia Swap Agreement on
September 30, 2009.
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Finally, on Septembet5.30, 2009, FairPoint Communications entered into adarance
agreement (the “Morgan Stanley Forbearance Agregjmeith Morgan Stanley Capital
Services Inc. (“Morgan Stanl§yrelating to the Morgan Stanley Swap Agreemdpdirsuant to
the Morgan Stanley Forbearance Agreement, sulmeu intervening defaults, Morgan Stanley
agreed until October 30, 2009 not to exercise dritg oights or remedies under the Morgan
Stanley Swap Agreement if FairPoint failed to maksyment that was due under the Morgan
Stanley Swap Agreement on September 30, 2009.

6. The Plan Term Sheet

Following the execution of the forbearance agreeméescribed above, FairPoint
engaged in extensive negotiations with the Lendeer$ig Committee regarding a
recapitalization of its significant indebtedne&ibsequently, FairPoint and the Lender Steering
Committee reached agreement on the Plan Term Stieet sets forth the terms of a
restructuring plan that will significantly delivEairPoint’s balance sheet, including the
conversion of approximately $1.7 billion of debteiguity. Evidencing their support of the Plan
Term Sheet, the members of the Lender Steering Geannave executed the Plan Support
Agreement by which the members of the Lender StgeCiommittee agreed to support the Plan
that substantially embodies the terms containgdarPlan Term Sheet. In addition, other
secured lenders under the Prepetition Credit Ages¢nvho signed a confidentiality agreement
and received non-public information have also etetthe Plan Support Agreement as of
October 25, 2009. In total, holders of in excdss5086 (inclusive of the members of the Lender
Steering Committee) of FairPoint’s outstanding seduwlebt under the Prepetition Credit
Agreement have executed the Plan Support Agreement.

Certain terms contained in the Plan Term Sheetfted in the Plan (which is
attached hereto &x«hibit A), have been modified as a result of negotiationsray FairPoint,
the Lender Steering Committee and the Ad Hoc Coteminf Senior Noteholders.

C. OPERATIONS AFTER EMERGENCE FROM CHAPTER 11

FairPoint’s management team has worked diligeotigXpand and improve FairPoint’s
product offerings, diversify and grow revenues, aratlease operational efficiency and operating
cash flows, and intends to continue to do so. Heait plans to invest more than $100 million
over the next two years to continue to build osiniéxt generation IP based network.

After the Effective Date of the Plan, FairPointividve de-levered its balance sheet to an
appropriate level for its cost structure, posittgnFairPoint to achieve profitability on a long-
term basis. FairPoint is confident that the cortiqiteof its restructuring efforts will allow
FairPoint to focus its resources on the operatfatsdusinesses, will result in an appropriate
capital structure for FairPoint that will signifialy strengthen its financial condition and
liquidity and position FairPoint to compete moréeefively in a dynamic marketplace. Given
FairPoint’s core strengths, which include an exgrereéd workforce and extensive network
equipment and facilities, and, with the aid of dead 1, FairPoint is positioned to achieve its
long-term goal of becoming the preferred commuicat provider for businesses and residential
customers throughout the markets FairPoint serves.
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Attached hereto a@sxhibit B is projected financial information that forecatts financial
performance of Reorganized FairPoint through 2(8&e Section VII.D (“Certain Factors To
Be Considered—Inherent Uncertainty of the ReorgaatzCompany’s Financial
Projections”). These projections are based on the current lassplan for Reorganized
FairPoint. ALL CREDITORS ARE ADVISED AND ENCOURAGED TO REVIEW THE
PROJECTIONS SET FORTH IN EXHIBIT B IN THEIR ENTIRET Y BEFORE VOTING
TO ACCEPT OR REJECT THE PLAN. The ongoing post-Effective Date operations of
Reorganized FairPoint will be financed through rexes generated by business operations and
by certain exit credit facilitiesVI.F.2 (“Summary of Plan of Reorganization—Means of
Implementation of the Plan—New Term Loan and New\Réver”).

[l.
PREPETITION OBLIGATIONS AND CAPITAL STRUCTURE

As of the Petition Date, FairPoint had approximad.7 billion of total funded debt
outstanding, including approximately $2.1 billiohAlowed Prepetition Credit Agreement
Claims (consisting of approximately $2 billion owmeaader the Prepetition Credit Agreement and
approximately $98.8 million owed under the Swapeegnents) and approximately $575 million
in Senior Notes, including accrued interest. FaimPestimates that under its existing debt
structure, it would have incurred more than $200ioni in interest costs during 2009, of which
$165 million was incurred during the first nine ntlwsof this year. In addition, as of the Petition
Date, FairPoint had approximately $60 million imgeal trade obligations.

A. PREPETITION CREDIT AGREEMENT

On March 31, 2008, immediately prior to the MerdeirPoint Communications and
Spinco entered into the Prepetition Credit Agreemeonsisting of (a) a revolver in an aggregate
principal amount of $200 million (the “Revolvgrincluding a swingline sub-facility in the
amount of $10 million and a letter of credit subiity in the amount of $30 million (the “Letter
of Credit Subfacility); (b) a term loan A facility in an aggregate mmijpal amount of $500
million (the “Term Loan A Facilit); (c) a term loan B facility in the aggregatermipal amount
of $1.13 billion (the “Term Loan B Facilityand together with the Term Loan A Facility, the
“Term Loan$) and (d) a delayed draw term loan in an aggrepateipal amount of $200
million (the “Delayed Draw Term Lodp Spinco drew $1.16 billion under the Term Loans
immediately prior to its spin-off from Verizon, tipeoceeds of which were paid to Verizon.
FairPoint then drew $470 million under the Term i®and $5.5 million under the Delayed
Draw Term Loan concurrently with the closing of terger. Since the Merger closed,
FairPoint has drawn the remaining $194.5 milliodemthe Delayed Draw Term Loan. In
addition, as of September 30, 2009, FairPoint faablved $150.0 million under the Revolver
and letters of credit had been issued for $18.RamilAccordingly, as of September 30, 2009,
the remaining amount available under the Revohes $2.1 million. FairPoint also had pending
commitments for additional letters of credit tatgli$0.7 million, as of September 30, 2009.

Each of S T Enterprises, Ltd., FairPoint Logistlos,, MJD Services Corp., FairPoint
Carrier Services, Inc., FairPoint Broadband, Imel ®JD Ventures, Inc. (collectively, the
“Prepetition Guarantotsentered into that certain Subsidiary Guarantghvidank of America,
N.A. (successor in interest to LCPI), as administeaagent, dated as of March 31, 2008 (as
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amended, restated, modified and supplementedtas ofate hereof, the “Prepetition Subsidiary
Guaranty), as required under the terms of the Prepeti@oadit Agreement. Pursuant to the
Prepetition Subsidiary Guaranty, the Prepetitiom@ntors jointly and severally guaranteed the
full and prompt payment of all fees, obligationabllities and indebtedness of FairPoint
Communications owed to the Prepetition Credit Agreet Lenders as more fully described in
the Prepetition Subsidiary Guaranty.

Pursuant to the Prepetition Pledge Agreement betweePrepetition Pledgors (as
defined herein) and Bank of America, N.A. (successinterest to LCPI), as collateral agent, all
obligations owing by FairPoint Communications anel other Prepetition Credit Agreement
Lenders under the Prepetition Credit Agreementrétated credit documents and interest rate
agreements entered into by any of the Prepetitieddgérs with any Prepetition Credit
Agreement Lender (or affiliate thereof) (“PrepetitiCredit Agreement Clairfjsare secured by
(i) all promissory notes issued by or held by Fain® Communications, MJD Ventures, Inc.,
MJD Services Corp., S T Enterprises, Ltd., FairPGiarrier Services, Inc., FairPoint Broadband,
Inc., FairPoint Logistics, Inc., Enhanced Commutices of Northern New England Inc.,
Utilities, Inc., C-R Communications, Inc., Comertw;., GTC Communications, Inc., St. Joe
Communications, Inc., Ravenswood Communicatiorss,dnd Unite Communications Systems,
Inc. (collectively, the “Prepetition Pledgoys(ii) 100% of the equity interests owned or héll
each of the Prepetition Pledgors in any domestacinership or limited liability company
(including, without limitation, in the case of paetships and limited liability company interests,
all rights to profits, distributions and other amtiin respect thereof); (iii) 100% of the non-
voting equity interests and 65% of the total votaaity interests owned or held by each
Prepetition Pledgor in its foreign subsidiariesniy; and (iv) all proceeds, if any, of the
foregoing, subject to certain qualifications, irdilg applicable regulatory approval prior to
enforcement of these rights by the administratiyend under the Prepetition Credit Agreement.

On October 5, 2008, LCPI, the administrative agerater the Prepetition Credit
Agreement, filed a petition for relief under chapté of the Bankruptcy Code in the Bankruptcy
Court. On January 21, 2009, FairPoint enteredantamendment to the Prepetition Credit
Agreement under which the administrative agengresd and was replaced by Bank of America,
N.A., as administrative agent. As a result ofaheendment, LCPI's undrawn commitments
under the Revolver were terminated and LCPI's exggpro rata share of the drawn Revolver
was converted into a new term loan, aggregatingoxopately $29.7 million (the “LCPI
Loans), which LCPI Loans mature on the maturity datele Revolver.

As of the Petition Date, the following amounts (exiing accrued interest) were
outstanding under the Prepetition Credit Agreem@)tapproximately $29.7 million in
aggregate principal amount under the LCPI Loansagiproximately $120 million in aggregate
principal amount under the Revolver; (c) approxieha$492 million in aggregate principal
amount under the Term A Facility; (d) approximat®ly3 billion in aggregate principal amount
under the Term B Facility; and (e) approximatel $dillion in aggregate face amount of
undrawn letters of credit issued to third partimsthe account of FairPoint under the Letter of
Credit Subfacility.

20



The Term Loan B Facility and the Delayed Draw Té&wan would have matured in
March 2015 and the Revolver, the LCPI Loans andégren Loan A Facility would have
matured in March 2014.

Prior to the filing of the Chapter 11 Cases, FamPfailed to make principal and interest
payments due under the Prepetition Credit Agreemmei@eptember 30, 2009. The failure to
make the principal payment constituted an evenietdult under the Prepetition Credit
Agreement and the failure to make the interest gagroonstituted an event of default under the
Prepetition Credit Agreement after the expiratiba éive business day grace period. An event
of default under the Prepetition Credit Agreemearnts the lenders under the Prepetition
Credit Agreement to accelerate the maturity ofitlaas outstanding thereunder, seek foreclosure
upon any collateral securing such loans and terti@iaay remaining commitments to lend to
FairPoint. In addition, the filing of the Chapftiek Cases constituted an event of default under
the Prepetition Credit Agreement. FairPoint badgthat any efforts to enforce payment
obligations under the Prepetition Credit Agreenantstayed as a result of the filing of the
Chapter 11 Cases.

B. ORIGINAL SENIOR NOTES AND EXCHANGE OFFER SENIOR NOT ES

On March 31, 2008, Spinco issued the Original Sedaies in the aggregate principal
amount of $551 million, which have a maturity dateé\pril 1, 2018 and are not redeemable at
FairPoint’s option prior to April 1, 2013. FairPdiCommunications assumed all obligations
under the Original Senior Notes as part of the Merdnterest on the Original Senior Notes is
payable semi-annually in cash on April 1 and Oatdbef each year. The Original Senior Notes
bear interest at a fixed rate of 13-1/8%, resulimgnnual interest costs of approximately $72
million, and principal is due at maturity. Becauise Original Senior Notes were issued at a
discount on the date of their distribution, thedgidral Senior Notes had a carrying value on such
date of $539.8 million (principal amount at matyif $551 million less a discount of $11.2
million).

On July 29, 2009, FairPoint successfully consumdhtite Exchange Offer for certain of
the Original Senior Notes. Pursuant to the Exchadffer, $439.6 million in the aggregate
principal amount of the Original Senior Notes (Whamount was equal to approximately 83%
of the then-outstanding Original Senior Notes) amshanged for $439.6 million aggregate
principal amount of Exchange Offer Senior Notesaddition, pursuant to the terms of the
Exchange Offer, an additional $18.9 million aggtegaincipal amount of Exchange Offer
Senior Notes was issued to holders who tendered@hniginal Senior Notes in the Exchange
Offer as payment for accrued and unpaid interesherexchanged Original Senior Notes up to,
but not including, the Settlement Date. In tandeith the Exchange Offer, FairPoint solicited
consents from holders of the Original Senior Ndbe<ertain amendments to the indenture
governing the Original Senior Notes (the "Origigsnior Notes Indentufeto eliminate or
amend substantially all of its restrictive coversaamd modify a number of the events of default
and certain other provisions previously contaimethe Original Senior Notes Indenture.

The Exchange Offer Senior Notes have a maturity dapril 2, 2018, and bear interest
at a fixed rate of 13-1/8%, payable in cash, extggtthe Exchange Offer Senior Notes bore
interest at a rate of 15% for the Initial InterBstyment Period, subject to certain increases upon
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the occurrence of certain events. In additionsFKaint was permitted to pay the interest payable
on the Exchange Offer Senior Notes for the Initiéérest Payment Period in the form of cash,
by capitalizing such interest and adding it tophiacipal amount of the Original Senior Notes or
a combination of both cash and such capitalizadfanterest, at FairPoint’s option.

In connection with the Exchange Offer and the gposding consent solicitation,
FairPoint also paid a cash consent fee of $1.8amilh the aggregate to holders of Original
Senior Notes who validly delivered consents in stmisent solicitation and did not revoke their
consents prior to a specified early consent deadlirhe Exchange Offer, in turn, resulted in
cash savings of $28.8 million from the conversiboertain cash interest to non-cash.

Prior to the filing of the Chapter 11 Cases, FaimPfailed to make the October 1, 2009
interest payment on the Senior Notes. The failomaake the interest payment on the Senior
Notes constituted an event of default under theds@iotes upon the expiration of a thirty day
grace period. An event of default under the SeNmtes permits the holders of the Senior Notes
to accelerate the maturity of the Senior Notesaddition, the filing of the Chapter 11 Cases
constituted an event of default under the Exch&ifier Senior Notes. FairPoint believes that
any efforts to enforce payment obligations underSlenior Notes are stayed as a result of the
filing of the Chapter 11 Cases.

C. DERIVATIVE FINANCIAL INSTRUMENTS

The Prepetition Credit Agreement also requiresHeant to enter into interest rate swaps
or similar arrangements with the lenders undePitepetition Credit Agreement and/or their
affiliates with respect to at least 50% of its loaings under the Term Loans. As a result,
FairPoint Communications entered into the Swap Agrents in order to limit the variability of
its interest payments and to shield itself froneiast rate cash flow risk. As a result of the Swap
Agreements, approximately 77% of FairPoint’s indéfgayments were effectively calculated at
fixed rates, averaging 8.9%, rather than variahlesras of September 30, 2009. Under the terms
of the Swap Agreements, FairPoint makes a payrmémt variable rate is below the fixed rate,
or it receives a payment if the variable rate isvathe fixed rate.

The occurrence of an event of default under thediteon Credit Agreement constituted
an event of default under the Swap Agreementadttition, FairPoint failed to make payments
due under the Swap Agreements on September 30, @00h failure resulted in an event of
default under the Swap Agreements upon the expirati a three business day grace period.
Furthermore, the filing of the Chapter 11 Casesttuted an event of default under the Swap
Agreements.

On October 28, 2009, Wachovia delivered a NoticArabunt Due Following Early
Termination to FairPoint Communications (the "Waghd\otic€) notifying FairPoint
Communications that an “Early Termination Date” lbadurred under the Wachovia Swap
Agreement and that the outstanding amounts ow#datchovia under the Wachovia Swap
Agreement total approximately $59.2 million on #ftective date of the Wachovia Notice. On
October 26, 2009, Morgan Stanley delivered a Naifdevent of Default under the Morgan
Stanley Swap Agreement to FairPoint Communicatinasfying FairPoint Communications
that an “Early Termination Date” had occurred. tRar, on November 5, 2009, Morgan Stanley
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delivered a\otice under the Morgan Stanley Swap AgreemefgidPoint (theé’Morgan Stanley

Notice to FairPoirit) and aNotice under Pledge Agreemétie“Morgan-Stanley-Neoticy-
netifyingto Bank of America, N.A. as administrative agent uritie Prepetition Credit

Agreement(the“Morgan Stanley Noticto BOA.” and together with the Morgan Stanley Notice
to FairPoint, thé Morgan Stanley Noticg, notifying both partieshat the outstanding interest
rate obligations owed to Morgan Stanley under tleeddn Stanley Swap Agreement total
approximately $39.6 million, plus any additionataed interest, expenses and fees. Based on
the information provided in the Wachovia Notice dne Morgan Stanley Notice, the net liability
of FairPoint Communications under the Swap Agredmeguals approximately $98.8 million,
plus fees, costs and other expenses. The obligatioder the Swap Agreements rgaki passu
with the obligations under the Prepetition Credirdement and are secured by the same
collateral securing the obligations under the Pigpe Credit Agreement.

V.
CORPORATE GOVERNANCE AND MANAGEMENT (PRE AND POST
REORGANIZATION)

A. CURRENT AND POST-REORGANIZATION EXECUTIVE OFFICERS OF
FAIRPOINT COMMUNICATIONS

The following is a list of FairPoint Communicatiotisrrent executive officers, which
executive officers are expected to continue toesantheir current capacities on and after the
Effective Date:

Executive Officers

Name Position

David L. Hauser Chairman of the Board of Directard &hief Executive
Officer

Peter G. Nixon President

Alfred C. Giammarino Executive Vice President ande€CRinancial Officer

Jeffrey W. Allen Executive Vice President, Northé&tew England Operations

Shirley J. Linn Executive Vice President, Generali@sel and Secretary

Lisa R. Hood Senior Vice President and Controller

Thomas E. Griffin Vice President and Treasurer

Selected biographical information for FairPoint Goumnications’ executive officers is
set forth below:

David L. Hauser Since July 1, 2009, Mr. Hauser has served a® it
Communications’ Chairman and Chief Executive OfficBrior to assuming this role, Mr.
Hauser had served as a director of FairPoint Conrations since February 2005. Prior to
becoming FairPoint Communications’ Chairman ande€CEkecutive Officer, Mr. Hauser served
as the Group Executive and Chief Financial OffaeDuke Energy Corporation, where he was
employed for 35 years. Mr. Hauser is on the bo@directors of Furman University and of
Charlotte, North Carolina’s Blumenthal Center foe Performing Arts, the board of trustees of
University of North Carolina at Charlotte and ispehair of the University of North Carolina at
Charlotte Business School Advisory Council. Halg a past board member of the North
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Carolina Zoological Society and is a member ofNloeth Carolina Association of Certified
Public Accountants. Mr. Hauser also serves asegtir of Enpro Industries, Inc.

Peter G. Nixon In July 2007, Mr. Nixon was appointed as FairP@ommunications’
President. Prior to assuming this role, Mr. Nix@al lserved as FairPoint Communications’ Chief
Operating Officer since November 2002. Previously, Nixon was FairPoint Communications’
Senior Vice President of Corporate Development frahruary 2002 to November 2002 and
President of FairPoint Communications’ Telecom @rérom April 2001 to February 2002.
Prior to this, Mr. Nixon served as President offFaint Communications’ Eastern Region
Telecom Group from June 1999 to April 2001 and iBerg of Chautauqua and Erie Telephone
Corporation (*C&E), from July 1997, when FairPoint Communicatiogs@red C&E, to June
1999. From April 1, 1989 to June 1997, Mr. Nixonveel as Executive Vice President of C&E.
From April 1, 1978 to March 31, 1989, Mr. Nixoneed as Vice President of Operations for
C&E. Mr. Nixon has served as the past ChairmamefNew York State Telecommunications
Association from June 1996 to June 1998.

Alfred C. Giammarino In September 2008, Mr. Giammarino was appoiatgairPoint
Communications’ Executive Vice President and CRiaefincial Officer. Prior to joining
FairPoint Communications, Mr. Giammarino was emetbipy Sensus Metering Systems, where
he served as Chief Financial Officer from Deceni#f¥)7 to May 2008 and as a Senior Financial
Consultant for July and August 2008. Previously, @iammarino was employed as Executive
Vice President and Chief Financial Officer of SteaGlobal Corporation from May 2004 to
September 2007. Prior to that, Mr. Giammarino wapleyed by Verizon Communications Inc.,
where he served as Senior Vice President and Emahcial Officer of Verizon’s international
and information services group from June 2000 todb#ber 2003, and with GTE Corporation,
where he was Senior Vice President of Finance ganthihg from 1998 to 2000. Mr.
Giammarino is certified as a public accountant @wN\y ork.

Jeffrey W. Allen In July 2009, Mr. Allen was appointed FairPdd@mmunications’
Executive Vice President, Northern New England @pens. Previously, Mr. Allen served as
FairPoint Communications’ Executive Vice Presidénternal Relations from May 2008 to July
2009 and Assistant Vice President, Customer Omgrsfrom June 2007 to May 2008. Prior to
joining FairPoint Communications, Mr. Allen servasl General Manager, Wireless for Datapath,
Inc. from December 2005 to June 2007, Chief Exgeullfficer of Third Rail Americas, Inc.
from January 2005 to December 2005, President fEhiecutive Officer and Chairman of the
Board of Intellispace, Inc. from June 2001 to JAGB4 and Chief Operating Officer of
Intellispace, Inc. from April 2000 to June 2001.

Shirley J. Linn In March 2006, Ms. Linn was appointed as FamPGiommunications’
Executive Vice President, General Counsel and &agrdPreviously, Ms. Linn served as
FairPoint Communications’ Senior Vice Presidentn&al Counsel and Secretary from
September 2004 to March 2006. Ms. Linn has sergdeh@aPoint Communications’ General
Counsel since October 2000, FairPoint Communicatigite President since October 2000, and
FairPoint Communications’ Secretary since Decer2B@0. Prior to joining FairPoint
Communications, Ms. Linn was a partner, from 1982Q00, in the Charlotte, North Carolina

24



law firm of Underwood Kinsey Warren & Tucker, P.&here she specialized in general
business matters, particularly mergers and acepnsit

Lisa R. Hood In February 2008, Ms. Hood was appointed adPeant Communications’
Senior Vice President and Controller. In additibts, Hood served as FairPoint
Communications’ Interim Chief Financial Officer thy the period between John Crowley’s
resignation, effective August 15, 2008, and Mr.r@arino’s appointment as FairPoint
Communications’ Chief Financial Officer on Septembg2008. Prior to her appointment as
Senior Vice President and Controller, Ms. Hood edras FairPoint Communications’ Chief
Operating Officer—FairPoint Telecom Group from A@007 to February 2008. Ms. Hood also
served as FairPoint Communications’ Senior Vicesident and Controller from July 2004 to
March 2007 and as FairPoint Communications’ VioeskRient and Controller from December
1993 to July 2004. Prior to joining FairPoint Conmmaations, Ms. Hood was employed by a
local public accounting firm in Kansas from 1988L&93. Ms. Hood is certified as a public
accountant in Kansas.

Thomas E. Griffin In December 2005, Mr. Griffin was appointed Paiint
Communications’ Treasurer, and, in early 2008, agsointed a Vice President. Mr. Griffin
joined FairPoint Communications in January 200Assstant Treasurer and served as FairPoint
Communications’ General Manager of Wireless Broadb@perations from December 2003
through March 2005. Previously, Mr. Griffin was doyed by Sealand Service, Inc. as Assistant
Treasurer from September 1997 to January 2000 wieeveas responsible for worldwide cash
management and as Director of Financial Planningtoope for Sealand Service, Inc. from
September 1995 to September 1997.

B. DIRECTORS OF FAIRPOINT COMMUNICATIONS
1. Current Directors of FairPoint Communications

The following is a list of the directors currenflgrving on FairPoint Communications’
board of directors:

Directors

Name Position

David L. Hauser Chairman of the Board of Directard &hief Executive
Officer

Thomas F. Gilbane, Jr. Director

Claude C. Lilly Director

Robert S. Lilien Director

Jane E. Newman Director

Michael R. Tuttle Director

There are currently three vacancies on FairPoimbi@onications’ board of directors.
Selected biographical information for directord=airPoint Communications who are not
executive officers is set forth below:

Thomas F. Gilbane, Jrin March 2008, Mr. Gilbane was appointed asraatior of
FairPoint Communications. Mr. Gilbane is the Prestcand Chief Executive Officer of Gilbane
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Inc., the parent company of Gilbane Building Compand Gilbane Development Company, and
the Chairman and Chief Executive Officer of Gilb&welding Company, one of the nation’s
largest general contractors and construction maealyl. Gilbane also serves as a director and
audit committee member of Gilbane Inc., and asectbr of both Gilbane Building Company
and Gilbane Development Company. Prior to assummiggurrent roles, Mr. Gilbane served as
President and Chief Operating Officer of Gilbanéldng Company from 1997 to January 2004.

Claude C. Lilly In February 2005, Dr. Lilly was appointed asractor of FairPoint
Communications. Dr. Lilly is currently serving agd@h of the College of Business and
Behavioral Science at Clemson University. Previpust. Lilly served as Dean and James J.
Harris Chair of Risk Management and Insurance énBélk College of Business Administration
at the University of North Carolina at Charlottdjare he was employed from July 1997 to June
2007. Dr. Lilly has served as Assistant Deputy tarae Commissioner for the State of Georgia
and as a director of several corporations. He atlgreerves on the audit committee of the Board
of Pensions of the Presbyterian Church and is trar®f the board of the Charlotte branch of
the Federal Reserve Bank of Richmond. Dr. Lillyatsirrently sits on the board of directors of
the Erie Insurance Group, where he serves as tieafthe audit committee and as a member
of the investment and strategic planning committBesLilly earned the Chartered Property and
Casualty Underwriter and Chartered Life Underwritesignations and is a member of numerous
professional associations.

Robert S. Lilien In December 2005, Mr. Lilien was appointed asractor of FairPoint
Communications. Mr. Lilien is currently a partnerthe law firm of Robinson, Bradshaw &
Hinson, P.A., located in Charlotte, North Carolindiere he has worked since April 2002, and is
also the managing member of Trilogy Capital PagnekC, a captive private equity fund with
equity provided by a single family group, wherehlas also worked since April 2002. From 1993
to 2002, he held various positions at Duke EnerggpGration, including Senior Vice President-
Duke Ventures for Duke Energy Corporation, Chairraad Chief Executive Officer of Crescent
Resources, LLC, Chairman of DukeNet Communications,and Chairman of Duke Capital
Partners, LLC.

Jane E. NewmanlIn August 2007, Ms. Newman was appointed asextdir of FairPoint
Communications, and was appointed to serve asdieactor in October 2007. Ms. Newman
previously served as the Interim President of thevéfsity of New Hampshire in Durham, New
Hampshire from 2006 to June 2007. Prior to assunfisgole, Ms. Newman served as the
Executive Dean of the John F. Kennedy School oféaawent at Harvard University, beginning
in 2000. Ms. Newman’s academic positions also imkelangagements at the University of New
Hampshire as Interim Dean of the Whittemore Sclb@usiness and Economics from 1998 to
1999, Dean of Students from 1972 to 1978 and Amsifdean of Students from 1969 to 1972.
She was also previously employed in various caijeadity the Exeter Trust Company and
Coastal Broadcasting Corporation, and served anmoSAide to a President of the United
States. Ms. Newman is a director of the Lumina ation, Gilbane Inc., Exeter Trust Company
and Global Relief Technologies, Inc. She is alsftiimer Chair of the United States Naval
Academy Board of Visitors.

Michael R. Tuttle In March 2008, Mr. Tuttle was appointed as aaor of FairPoint
Communications. Mr. Tuttle has served as the Peesidnd Chief Executive Officer of
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Merchants Bank, a commercial bank with headquameBsirliington, Vermont, since January
2006. Mr. Tuttle has also served, since January 289the President and Chief Executive
Officer and as a director of Merchants Bancshdnes, the parent company of Merchants Bank.
Prior to assuming his current responsibilities, Wittle served as Chief Operating Officer and
Senior Lender of Merchants Bank from 1997 througb32 He also serves on the boards of the
Vermont Bar Foundation, United Way of Chittendoru@ty, Vermont and Burlington,
Vermont's Flynn Center for the Performing Arts.

2. Reorganized FairPoint Communications’ Directors

As contemplated by the Plan, Reorganized FairReamhmunications will have a nine
person board of directors. Initially, seven of M@wv Board members will be nominated by the
Lender Steering Committee (it being understood ttat_ender Steering Committee will
consider residents of northern New England amoag#mdidates for certain of the New Board
seats and that at least one of the members ofdéheBbard nominated by the Lender Steering
Committee will be a resident of northern New Engdlaione of the New Board members will be
Reorganized FairPoint Communications’ chief exeeutfficer and one of the New Board
members will be nominated by the steering commitfabe Ad Hoc Committee of Senior
Noteholders (in consultation with the Creditors’@uittee and the Ad Hoc Committee of
Senior Noteholders), if the class of FairPoint Camioations Unsecured Claims votes to accept
the Plan; providechowevey that in the event that a member of the New Bbasinot been
nominated pursuant to Section 8.6.2(b)(i)(C) offthen by the Plan Supplement filing deadline,
then the Persons described therein will lose tigdit to nominate a member of the New Board
and the Lender Steering Committee will have thktrig nominate an additional member of the
New Board; providedfurther, that if the Lender Steering Committee determmasto nominate
an additional member of the New Board then the rermobdirectors on the New Board will be
reduced to eight and seven of such members of ¢he Bbard will be nominated by the Lender
Steering Committee. If the class of FairPoint Camroations Unsecured Claims does not vote
to accept the Plan, then the Lender Steering Caieenitill have the right to nominate eight New
Board members, providetowevey that if the Lender Steering Committee determim&sto
nominate an additional member of the New Boarcefdace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of the Planntiiee number of directors on the New Board
will be reduced to eight and seven of such memdiettse New Board will be nominated by the
Lender Steering Committee. In addition, the Lerfskeering Committee will have the option to
reduce the number of members of the New Boarddhegntitled to nominate in accordance
with Section VI.F.7 (“*Summary of Plan of ReorganizationMeans of Implementation of the
Plan—New Board”)herein. For a more detailed description of thevi®ard,see Section
VI.LE.7 (“Summary of Plan of Reorganization—Means dmplementation of the Plan—New
Board”). The members of the New Board will be identifiedhe Plan Supplement.

C. EXECUTIVE COMPENSATION

FairPoint maintains annual incentive plans undeciwkemployees, including FairPoint’s
management, receive annual cash bonuses, whichaiidtoint's management, are based on
performance measures that the compensation coremittiie board of directors of FairPoint
Communications approves each yeatr.
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Pursuant to the Plan, Reorganized FairPoint Comeations will establish a new long
term incentive plan and an incentive compensatian.n the Effective Date, in accordance
with the Plan, (1) management and other employdésaeeive (a) Success Bonuses (as defined
in the Plan) and/or (b) New Common Stock awardssisbing of restricted shares of New
Common Stock and options to purchase New CommarkSpairsuant to the terms of the Long
Term Incentive Plan, and (2) members of the New@woall receive options to purchase New
Common Stock, pursuant to the terms of the LongnTlacentive Plan. The Success Bonuses
will be earned based upon certain performance messsubject to upward or downward
adjustments to reflect the timing of the Effectivate. With respect to the Long Term Incentive
Plan, if Class 7 accepts the Plan, six million tamdred sixty-nine thousand two hundred six
(6,269,206) shares of New Common Stock will bemesgbfor awards under the Long Term
Incentive Plan that are expected to consist ofkstptions to members of management, other
employees of FairPoint and members of the New Baadirestricted stock awards to members
of management and other employees of FairPointlaés #ejectgloes not receive a
Distribution undetthe Planon account of its claims$hen six million three hundred ninety-four
thousand two hundred eleven (6,394,211) sharegaof Glommon Stock will be reserved for
issuance pursuant to the Long Term Incentive P@n.the Effective Date, (1) one million
ninety-seven thousand one hundred eleven (1,09)shhtes of restricted New Common Stock
(or one million forty-one thousand seven hundred(ie041,710) shares of restricted New
Common Stock if Class f&jeetgloes not receive a Distribution undke Planon account of its
claims) will be granted to members of management and @imployees of FairPoint under the
Long Term Incentive Plan and (2) two million onendted ninety-four thousand two hundred
twenty-two (2,194,222) options to purchase shafé&eav Common Stock (or two million two
hundred seventy thousand seven hundred fifty-¢RyB70,758) options to purchase shares of
New Common Stock if Classréjectgloes not receive a Distribution undkee Planon account
of its claimg will be granted to members of management, othgleyees of FairPoint and
members of the New Board under the Long Term Ineemlan. These awards will be 25%
vested on the Effective Date, and the remaindénege awards will vest in three equal annual
installments, commencing on the first anniversdihe Effective Date, with accelerated vesting
on a change in control or a termination of an awender's employment without cause. In
addition, two million nine hundred seventy-seveousand eight hundred seventy-three
(2,977,873) shares of New Common Stock will be lakée for future distribution under the
Long Term Incentive Plan if Class 7 accepts the;Rieovided, howevetthat if the aggregate
enterprise value of Reorganized FairPoint doeggoéal or exceed $2.3 billion on or prior to the
expiration date of the New Warrants, the aggregateunt of options to purchase New Common
Stock that are available for future distributiordanthe Long Term Incentive Plan will be
automatically reduced by six hundred twenty thodssir hundred fifty-one (620,651) shares. In
the event that Classr&jectgloes not receive a Distribution undbke Planon account of its
claims three million eighty-one thousand seven hundoety-tthree (3,081,743) shares of New
Common Stock will be available for future distrilut under the Long Term Incentive Plan.
Additional information regarding the Success Bosused the Long Term Incentive Plan will be
provided in the Plan Supplement.
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D. KEY EMPLOYMENT AGREEMENTS
1. Hauser Employment Contract

As of June 11, 2009, FairPoint Communications aadidDL. Hauser entered into an
employment agreement (the “Hauser Employment Cofifnaursuant to which Mr. Hauser
became FairPoint Communications’ Chairman and Gxefcutive Officer for a term
commencing July 1, 2009 and ending three years latader the Hauser Employment Contract,
FairPoint Communications agreed to pay Mr. Hausela compensation including: (a) an
annual salary of $800,000 (the “Annual Salgrgb) an annual performance-based cash bonus of
up to 200% of his Annual Salary (the “Annual Bofjugc) annual long term incentives ranging
from 80% to 400% of his Annual Salary (the “Old HgwWwards’); and (d) an inducement
award of stock options, restricted stock and peréorce units at the time he commenced
employment (the “Inducement Awéjd The Hauser Employment Contract also provides f
severance upon Mr. Hauser’s signing of a claimesasa following termination of his
employment either by FairPoint without cause ohioy for good reason. Such severance would
consist primarily of (x) two times the sum of hisrual Salary, target Annual Bonus, and a pro
rated portion of the value of the Old Equity Awafdsthe year of his termination; and (y)
accelerated vesting of any stock option, restristedk awards and performance units.

With respect to Mr. Hauser, the Inducement Awamdstgd to Mr. Hauser under the
Hauser Employment Contract will be replaced witstnieted stock and options to purchase
shares of New Common Stock as provided in the Hasployment Contract. Also pursuant
to the Hauser Employment Contract, Mr. Hauser bélla participant in the Long Term Incentive
Plan.

2. Other Executive Agreements

FairPoint Communications has entered into sepéetitr agreements, dated September
21, 2009 with Jeffrey W. Allen; dated Septembe2@)8 with Alfred C. Giammarino; dated
March 14, 2007 with Shirley J. Linn; dated March 2807 with Peter G. Nixon; and dated June
2, 2004 with Susan L. Sowell.

V.
OVERVIEW OF CHAPTER 11 CASES

A. COMMENCEMENT

On October 26, 2009, FairPoint Communications awveisty-nine of its affiliates filed
voluntary petitions in the Bankruptcy Court forieélunder chapter 11 of the Bankruptcy Code.
FairPoint Communications’ chapter 11 case bearg Glasnber 09-16335 (BRL) and is being
jointly administered with the Chapter 11 Casedoéffiliated debtors and debtors-in-possession.
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B. PARTIES IN INTEREST
1. Court

The Chapter 11 Cases are pending in the Bankr@iaoyt before the Honorable Burton
R. Lifland, United States Bankruptcy Judge for 8mithern District of New York.

2. Advisors to FairPoint

FairPoint retained Paul, Hastings, Janofsky & WialkeéP as its general bankruptcy
counsel by order dated November 18, 2009.

FairPoint also retained the following additional/sdrs:

Rothschild Inc Rothschild Inc. (“Rothschil)l as financial advisor and investment
banker by order dated January 11, 2010;

Ernst & Young LLP Ernst & Young LLP as tax service provider andependent
auditor by order dated November 18, 2009;

AlixPartners, LLP AlixPartners, LLP as restructuring advisor bgerdated November
18, 2009; and

Quinn Emanuel Urquhart Oliver & Hedges LLBuinn Emanuel Urquhart Oliver &
Hedges LLP as the conflicts counsel for bankrupteyters by order dated December 11, 2009.

3. Advisors to FairPoint’s Prepetition Credit Agreemert Lenders

Bank of America, N.A., as administrative agentFairPoint’s prepetition secured
lenders, is represented by Kaye Scholer LLP andédtaged FTI Consulting, Inc. as its financial
advisor.

The Prepetition Credit Agreement Lenders are remtesl by Covington & Burling LLP,
as special regulatory counsel, and by Miller Buek#i Co., LLC as investment banker.

4. Creditors’ Committee and its Advisors

On November 10, 2009, the United States Trusteeiafgal a single committee of
unsecured creditors to represent the interestseafihsecured creditors in all eighty of the
Chapter 11 Cases. The current membership of tbéitérs’ Committee is comprised of U.S.
Bank National Association, as Indenture Trustee;ltiternational Brotherhood of Electrical
Workers; the National Exchange Carrier Associatina,; Occam Networks, Inc.; and J.C.
Zampell Construction, Inc.

The Creditors’ Committee retained Andrews Kurth La$its general bankruptcy counsel
by order dated December 2, 20009.
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The Creditors’ Committee retained Altman Vilandgi€Company as its Operational
Consultant in matters related to Capgemini by odd¢ed January 14, 2010.

The Creditors’ Committee retained Jeffries & Comypdnc. as its financial advisor by
order dated January 14, 2010.

The Creditors’ Committee retained Verrill Dana, La®its special regulatory counsel by
order dated January 14, 2010.

5. The Ad Hoc Committee of FairPoint’s Senior Noteholdrs

Before the Petition Date, an ad hoc committee efitbiders of the Senior Notes was
formed to negotiate the terms of a restructurintp WwairPoint Communications (the “Ad Hoc
Committee of Senior Noteholdé&ys The Ad Hoc Committee of Senior Noteholders is
comprised of holders, for themselves and on batfalértain funds and managed accounts, of
the Senior Notes.

The Ad Hoc Committee of Senior Noteholders is repnéed by Stroock & Stroock &
Lavan LLP. The Ad Hoc Committee of Senior Noteleotdhas retained Moelis & Company as
its financial advisor.

6. The United States Trustee

The Office of the United States Trustee has asdigmelrew D. Velez-Rivera to oversee
the Chapter 11 Cases.

C. FIRST DAY ORDERS

Although FairPoint continues to operate as a dedntdrdebtor-in-possession, certain
transactions outside of the ordinary course ofriess require the Bankruptcy Court’s approval,
following notice and the opportunity for a hearingaccordance with the Bankruptcy Code and
the Bankruptcy Rules. Accordingly, on the Petitidsite, FairPoint requested the entry of
specific orders from the Bankruptcy Court authargFairPoint to pay certain prepetition claims
and to continue specific prepetition practices isakto its continued business operations during
the pendency of the Chapter 11 Cases. On Oct@h@0P9 and October 28, 2009, the
Bankruptcy Court granted several “first day” ordeosicerning various matters related to
FairPoint’s continued business operations. Inadudesuch “first day” orders were the
following:

1. Joint Administration Motion

On the Petition Date, FairPoint filed its Motiorr #entry of an Order Directing Joint
Administration of Related Chapter 11 Cases (thentJddministration Motiori) seeking an
order directing the joint administration of the @tex 11 Cases. The Bankruptcy Court granted
the Joint Administration Motion by order dated Amo27, 2009. Accordingly, FairPoint’s
Chapter 11 Cases are jointly administered by thekBgotcy Court.
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2. Employee Wage and Benefit Motion

On the Petition Date, FairPoint filed its Motiorr faterim and Final Orders Pursuant to
Bankruptcy Code Sections 105(a), 363 and 507, thérizing Debtors to (A) Pay Certain
Employee Compensation and Benefits and (B) Mairdaach Continue Such Benefits and Other
Employee-Related Programs and (ii) Directing Bakidonor Prepetition Checks for Payment
of Prepetition Obligations (the “Employee Wage &ahefit Motior?). In the Employee Wage
and Benefit Motion, FairPoint sought an order:

» authorizing, but not requiring, FairPoint, in itdesdiscretion, to pay prepetition claims,
honor obligations and continue programs, in theénamy course of business, relating to:
(i) wage obligations and independent contractoramsation, (ii) expense
reimbursements and (iii) employee benefits;

» authorizing FairPoint to withhold all federal, gt&@nd local income taxes as required by
applicable law, to pay all employment, unemploymsatial security and similar taxes,
whether withheld from wages or paid directly byrPaint to governmental authorities, as
well as make other payroll deductions, includingt, ot limited to, retirement and other
employee benefit plan contributions, union duespigaments and voluntary deductions;
and

» directing all financial institutions to receive,ra, process and pay any and all checks
and wire transfers drawn on FairPoint’s accountsaisfaction of such employee
obligations.

The Bankruptcy Court granted the Employee WageBarfit Motion on an interim
basis by order dated October 27, 2009. The Bamngyupourt granted the Employee Wage and
Benefit Motion on a final basis by order dated Nober 18, 2009.

3. DIP Financing Motion

On the Petition Date, FairPoint filed its Motiorr faterim and Final Orders to (i) Obtain
Postpetition Financing Pursuant to Bankruptcy C8detion 364; (ii) Grant Priming Liens and
Superpriority Claims Pursuant to Bankruptcy CodetiSas 364(c) and (d); (iii) Provide
Adequate Protection to Prepetition Credit Agreentemtders Pursuant to Bankruptcy Code
Sections 361, 362, 363, 364 and (iv) Schedule al Hearing Pursuant to Bankruptcy Rule 4001
(the “DIP_Financing Matiof). Additional information regarding the DIP Fineing Motion and
DIP Financing is set forth iSection V.C.3 (“Overview of Chapter 11 Cases—Fibsy
Orders—DIP Financing Motion”) and Section V.D (“Owveview of Chapter 11
Cases—Chapter 11 Financing™f this Disclosure Statement.

4, 503(b)(9) and Reclamation Claims Motion

On the Petition Date, FairPoint filed its Motiomnr #entry of an Order Establishing
Procedures for the Assertion, Resolution and Satisin of (i) Bankruptcy Code Section
503(b)(9) and (ii) Reclamation Claims (the “503@))and Reclamation Claims Motign The
503(b)(9) and Reclamation Claims Motion sought mtepestablishing procedures for the
assertion, resolution and satisfaction of (i) alaynes arising out of Bankruptcy Code section
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503(b)(9) and (ii) any claims arising out of Barniazy Code section 546(c). The Bankruptcy
Court granted the 503(b)(9) and Reclamation Claioton by order dated October 27, 2009.
By order of the Bankruptcy Court, all claims argunder Section 503(b)(9) of the Bankruptcy
Code were to be filed with and received by BMC Gxdac., FairPoint’s claims agent, no later
than January 25, 2010.

5. Shipping and Mechanics Lien Motion

On the Petition Date, FairPoint filed its Motiomnr tentry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 105(a) an(b3@ithorizing Payment of Certain
Prepetition (i) Shipping and Delivery Charges fara@s in Transit and (ii) Mechanic’s Lien

Charges (the_"Shipping and Mechanics Lien Mdtjaeeking an order:

» authorizing, but not directing, FairPoint to pagetition shipping and delivery charges
to shippers and warehousemen that FairPoint deteenin the exercise of its business
judgment, to be necessary or appropriate to oli@melease of cables, wires,
components, materials, parts, certain finished gowdchinery, equipment and other
property held or in transit and to satisfy the dieif any, in respect thereof;

e authorizing FairPoint to pay mechanics and disah#ng liens, if any, that such
mechanics may have on FairPoint’s property; and

e authorizing and directing all banks and other fmahinstitutions on which checks are
drawn or electronic funds are transferred with eespo shipping and warehousing
charges, or mechanic’s lien charges, to receiveegss, honor and pay any and all such
checks or electronic transfers, whether such checkansfers were issued before or
after the Petition Date, upon the receipt by eaci $ank of notice of such authorization
without further order of the Bankruptcy Court.

The Bankruptcy Court granted the Shipping and Mesalien Motion by order dated
October 27, 2009.

6. Customer Programs Motion

On the Petition Date, FairPoint filed its Motiomr tentry of Interim and Final Orders
Authorizing Debtors to Honor Certain Prepetitionli@dtions to Customers and to Otherwise
Continue Certain Customer Programs and Practicégei@rdinary Course of Business (the
“Customer Programs Motidh In the Customer Programs Motion, FairPointgiauan order
authorizing it to honor certain of its prepetitiobligations and pay certain of its prepetition
claims arising in the ordinary course of businassan its customer practices and programs,
which include, but are not limited to, bundled pagés, promotional offers, credit adjustments
and other marketing programs. The Bankruptcy Cguamted the Customer Programs Motion on
an interim basis by order dated October 27, 2006@. Bankruptcy Court granted the Customer
Programs Motion on a final basis by order datedévaver 18, 2009.
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7. NOL Motion

On the Petition Date, FairPoint filed its Motiomnr t6ntry of Interim and Final Orders
Under Bankruptcy Code Section 105(a) Establishingfidation and Hearing Procedures for
Transfers of Common Stock (the “NOL Motigrseeking an order establishing notification and
hearing procedures to be satisfied before centairsters of common stock in FairPoint
Communications or of any beneficial ownership tbésre deemed effective and ordering that
any purchase, sale or other transfer of commork stogiolation of such procedures be vaid
initio. The Bankruptcy Court granted the NOL Motion onirgterim basis by order dated
October 27, 2009. The Bankruptcy Court granted\i®&. Motion on a final basis by order dated
November 18, 2009.

8. Cash Management System Motion

On the Petition Date, FairPoint filed its Motiomnr t6ntry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 105(a), 343@3(c) and 364(a) (i) Authorizing Debtors
to (A) Continue to Use Existing Cash Managementesygsand (B) Maintain Existing Bank
Accounts and Business Forms and (ii) Waiving Resqnénts of Bankruptcy Code Section
345(b) (the “Cash Management System Mdli@eeking an order:

» authorizing FairPoint to continue to use, with saene account numbers, all of the bank
accounts in its cash management system; authorfangoint to treat such bank
accounts for all purposes as accounts of FairRaintebtors-in-possession;

» authorizing FairPoint to open new debtor-in-possesaccounts, if needed; authorizing
FairPoint to use all correspondence and businesssf@including, without limitation,
letterhead, purchase orders and invoices) and ddwments related to the bank
accounts existing immediately before the Petiti@d)without reference to its status as
debtors-in-possession; and

» authorizing FairPoint to maintain its existing istt@ent practices in the ordinary course
of business, notwithstanding the provisions ofisec845 of the Bankruptcy Code.

The Bankruptcy Court granted the Cash ManagemesteByMotion on an interim basis
by order dated October 27, 2009. The BankruptcyGyanted the Cash Management System
Motion on a final basis by order dated November2IX)9.

9. Tax Motion

On the Petition Date, FairPoint filed its Motiorr tentry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 363(b), 5(8)&41 and 105(a), Authorizing Debtors to
Pay Prepetition Taxes and Fees (the “Tax Mdjioin the Tax Motion, FairPoint sought an
order: authorizing FairPoint to pay general sales, and excise taxes in the ordinary course of
business that accrued or arose before the Peltd®; and authorizing FairPoint to pay permit,
licensing, regulatory and franchise fees that aatiar arose before the Petition Date in the
ordinary course of business.
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The Bankruptcy Court granted the Tax Motion onrgerim basis by order dated October
27, 2009. The Bankruptcy Court granted the Tax dMobn a final basis by order dated
November 18, 2009.

10. Insurance Motion

On the Petition Date, FairPoint filed its Motiorr entry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 363(b), 503(15(a), Bankruptcy Rules 6003 and 6004
(i) Authorizing Debtors to (a) Continue Workers Qmensation Program and Liability, Product,
Property and Other Insurance Programs and (b) IP@phkgations with Respect Thereof and (ii)
Authorizing and Directing Financial Institutionstwonor and Process Checks and Transfers
Related to Such Obligations (the “Insurance Mdfiorin the Insurance Motion, FairPoint
sought an order:

» authorizing FairPoint to continue, in its sole deton, its workers’ compensation
program and its general liability, auto liabilifysoperty, professional liability, fiduciary
liability, directors’ and officers’ liability andtber insurance programs;

» authorizing FairPoint to pay, in its sole discratiall undisputed prepetition obligations
for insurance programs, including premiums, dedhlesi and other fees and costs related
thereto;

» authorizing and directing the financial institutsowith which FairPoint maintains
disbursement accounts to receive, honor, procaspay to the extent of funds on
deposit, any and all checks drawn or electronid finansfers that FairPoint requests
pertaining to insurance programs or insurance abbgs; and

» authorizing FairPoint to modify the automatic sitaposed pursuant to section 362 of the
Bankruptcy Code for the sole purpose of allowingkyees to proceed with claims
under the workers’ compensation program.

The Bankruptcy Court granted the Insurance Motiorao interim basis by order dated
October 27, 2009. The Bankruptcy Court grantedrtarance Motion on a final basis by order
dated November 18, 2009.

D. CHAPTER 11 FINANCING

On October 26, 2009, FairPoint, as debtor-in-passesfiled its DIP Financing Motion.
The DIP Financing Motion requested the Bankruptoyi€s approval to enter into a revolving
credit facility in an aggregate principal amounugfto $75 million, of which up to $30 million
is also available in the form of one or more |ettef credit that may be issued to third parties for
the account of FairPoint (the “DIP_Financihg

In connection therewith, FairPoint Communicationd &airPoint Logistics, Inc.
(collectively, the “DIP Borrowef3 entered into the DIP Credit Agreement with certinancial
institutions and the DIP Agent. On October 28,2G8e Bankruptcy Court entered the Interim
Order Under Bankruptcy Code Sections 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3),
364(d)(1) and 364(e) and Bankruptcy Rules 2002140 9014 (i) Authorizing Debtors to
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Obtain Postpetition Financing, (ii) Authorizing Debs to Use Prepetition Collateral, (iii)
Granting Adequate Protection to Prepetition Secta@dies and (iv) Scheduling Final Hearing
(the “Interim DIP Ordél). The Interim DIP Order authorized the DIP Bawers to enter into the
DIP Financing and to draw immediately upon the BHedit Agreement on an interim basis in
an aggregate amount of $20 million. The obligatiohthe DIP Borrowers under the DIP Credit
Agreement, which became effective by its terms otoer 30, 2009, are secured by the assets
of the DIP Borrowers and certain of FairPoint Comioations’ subsidiaries as set forth in the
DIP Security Agreement and the DIP Pledge Agreerteath as defined herein).

Pursuant to the Debtor-in-Possession Subsidiarydatyg dated October 30, 2009, each
of Berkshire Cellular, Inc., Berkshire Net, IncemBshire New York Access, Inc., C & E
Communications, Ltd., Comerco, Inc., Commtel Comirations Inc., C-R Communications,
Inc., C-R Long Distance, Inc., El Paso Long Disa@ompany, EllTel Long Distance Corp.,
FairPoint Broadband, Inc., FairPoint Carrier Segjdnc., FairPoint Communications Solutions
Corp.--New York, FairPoint Communications Solutid@arp.—Virginia, Fremont Broadband,
LLC, Fretel Communications, LLC, Germantown Longfance Company, GIT-Cell, Inc.,
GITCO Sales, Inc., GTC Communications, Inc., GT@alice Corporation, MJD Services Corp.,
MJD Ventures, Inc., Orwell Communications, Inc.pples Mutual Long Distance Company,
Peoples Mutual Services Company, Quality One Tdolgnes, Inc., Ravenswood
Communications, Inc., S T Computer Resources, $1@. Enterprises, Ltd., Taconic Technology
Corp., Telephone Service Company, Ul Communicatibts, Ul Telecom, Inc., Unite
Communications Systems, Inc., Utilities, Inc. araté$ City Telephone Company (collectively,
the “DIP_Guarantof$ has jointly and severally guaranteed the paynoéiall fees, obligations,
liabilities and indebtedness of the DIP Borrowender the DIP Financing.

The DIP Borrowers and the DIP Guarantors (colletyivthe “DIP_Grantor§ executed a
Debtor-in-Possession Security Agreement (the “DePusity Agreemeri}, pursuant to which
each DIP Grantor granted to Bank of America, Na&.collateral agent for the secured parties
identified therein (the "DIP Collateral Agéhta security interest in all of the assets offsdP
Grantor other than (a) the Pledge Agreement Codlhtas defined herein); (b) any causes of
action of such DIP Grantor arising under chaptef the Bankruptcy Code; and (c) any FCC
licenses and authorizations by state regulatottyaaities to the extent that such DIP Grantor is
prohibited from granting a lien and security ingrénerein pursuant to applicable law.

Additionally, each of the DIP Borrowers, MJD Verdggy Inc., MJD Services Corp., ST
Enterprises, Ltd., FairPoint Carrier Services,,IrairPoint Broadband, Inc., Enhanced
Communications of Northern New England Inc., Ugkt Inc., C-R Communications, Inc.,
Comerco, Inc., GTC Communications, Inc., St. Jom@anications, Inc., Ravenswood
Communications, Inc., Unite Communications Systdnts,and Berkshire Cellular, Inc.
(collectively, the “DIP_Pledgof¥executed a Debtor-in-Possession Pledge Agree(tieatDIP
Pledge Agreemet)t pursuant to which each DIP Pledgor pledgechto@IP Collateral Agent, a
security interest in 100% of the equity interestd promissory notes owned by such DIP Pledgor
and all proceeds arising therefrom, including adisidends and distributions, subject to certain
exceptions and qualifications (the “Pledge Agreen@uilateral).

Pursuant to the order of the Bankruptcy CourtRrepetition Credit Agreement Lenders
received protection in the form of: (a) replacemnts in all collateral that secures the
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Prepetition Credit Agreement Claims and adequaiteption liens on all collateral securing the
DIP Financing, which liens are junior to the liefghe lenders under the DIP Financing; (b) a
super-priority administrative expense claim undstisn 507(b) of the Bankruptcy Code that is
junior to the claims of the lenders under the DilaRcing; and (c) current cash payment of all
fees and reasonable professional fees and expeagaisie to the administrative agent under the
Prepetition Credit Agreement.

FairPoint Communications will request that the Bapikcy Court enter a final order
approving the DIP Financing Motion, pursuant to ethihe DIP Borrowers are expected to be
granted access to the full amount of the DIP Fimapsubject to the terms and conditions set
forth in the DIP Credit Agreement and the relatedkos of the Bankruptcy Court.

E.  MATERIAL LITIGATION AND -RELATED-EVENTS POTENTIAL
LITIGATION

FairPoint is involved in litigation arising in tm@rmal course of business and also in
connection with the Chapter 11 Cases. The outaxfrtias litigation is not expected to have a
material impact on the terms, conditions or conteteg recoveries under the Plan.

it r mmitt i F irP int th tit

0 §ugh an ggtlgn 4 Thg Plan ggeg ngt ggntaln@gl Qf such g; a § ggalnst Verizon.
F. OTHER MATERIAL INFORMATION

1. PUC Negotiations

0] New Hampshire

After extensive negotiations with the Staff AdvasgtFairPoint and the Staff Advocates
have agreed to the settlement WhICh is an extmtthe Plan (the “New Hamoshlre Regulatory
Settlemeni).

whe New Hampshlre Regulatory Settlement WthhUb}EI:t to the
approval of the New Hampshire PUC, provides forpaghother things, the following:
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Service Quality Requirements:

FairPoint will commit to meet the broadband build and capital investment
requirements and continue operating under the 8@ice quality program of the January
23, 2008 Settlement agreement (the “NH 2008 Segtt#namong Verizon, FairPoint

and the staff of the New Hampshire Public Utilit@esmmission (the*NHPUQ and

Order No. 24,823 in Docket DT 07-011 (the “NH 2@08&Jef’) subject to modifications
described in the New Hampshire Regulatory Settlémen

Service quality penalties for 2009 will be defertedil December 31, 2010. If FairPoint
meets specified service levels on average in feréopmance areas over the twelve
calendar months in 2010, the 2009 penalties wilvbared. If FairPoint meets the
service objectives for some but not all of these ferformance areas, the penalties will
be reduced by 20% for each performance area spaddr which FairPoint meets
specified service levels on average over the Ienhcar months in 2010.

Broadband Commitments:

FairPoint has agreed to adhere to the broadbaretage commitments prescribed in the
NH 2008 Order; however, certain broadband buildemmmitments with a deadline of
April 1, 2010 are extended to December 31, 2010.

FairPoint confirmed its commitment to spend a tofadt least $56.4 million on its New
Hampshire broadband build-out.

FairPoint will have the option to resell terredt(r@on-satellite) based service providers’
broadband service offerings in order to fulfill FRoint’s broadband build out and/or
service requirements with respect to the last ggghtent (8%) of FairPoint’s broadband
availability requirements as contained within the R008 Settlement, provided that the
services meet or exceed all requirements of the2BIB8 Order, and the resold services
are purchased through and serviced by FairPoint.

Pricing restrictions regarding stand-alone DSL werwill terminate on April 1, 2011,
provided, however, that FairPoint will continuehimnor the “for life” pricing that
Verizon had offered to certain customers.

The first $500,000 of any penalty amounts resultingh any failure to meet broadband
commitments will be paid to the New Hampshire Tetemunications Planning and
Development Fund. Any penalties above $500,00Db&iinvested within three years of
the date of the penalty as additional expendittgeBairPoint’s network, subject to
NHPUC approval.

Expenditure Commitments:

FairPoint reconfirmed its commitment to spend $288illion in capital expenditures
through March 31, 2013, of which $157.6 million te®n spent through December 31,
2009 (subject to verification through a reconaitiatof FairPoint's New Hampshire
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capital expenditures to the consolidated capitpkexitures in its 2009 consolidated
financial statements).

FairPoint will reduce its $65 million “other expende” commitment by $10 million and
to reallocate the $10 million to recurring maintec& capital expenditures to be spent on
or before March 31, 2013. (This $10 million increashe $285.4 million capital
expenditure commitment to $295.4 million.)

FairPoint may further reduce its $65 million “otlexpenditure” commitment by any
amount exceeding $56.4 million as needed to act8#&% broadband availability and are
actually expended, up to $10.5 million.

FairPoint may further reduce its $65 million “otlexpenditure” commitment by $4.5
million of capital expenditures already expendeexness of amounts estimated to
develop FairPoint’'s next generation network.

FairPoint will have from April 1, 2010 to March 3015 to meet whatever “other
expenditure” commitment remains after the precedaaiyictions, which will be spent on
“network enhancing activities.”

Financial Commitments:

Certain of the financial conditions of the NH 2088ttlement and the NH 2008 Order are
replaced by the terms of the New Hampshire Regyl&settlement and are satisfied or
rendered moot by the debt reductions resulting filoenPlan.

Management Commitments:

FairPoint’s New Board will consist of a supermaipof newly appointed independent
directors. At least one member of the New Boadtireside in northern New England.

The New Board will appoint a “regulatory sub-comtesf’ that will monitor compliance
with the terms of the NH 2008 Order, as modifiedhy New Hampshire Regulatory
Settlement, and all other regulatory matters inmg\the States of Vermont, New
Hampshire and Maine.

FairPoint will maintain a state president who \gilbvide a senior regulatory presence in
New Hampshire and is able to reasonably responrdrious future FairPoint-based
NHPUC dockets or regulatory issues relating toctatemunications.

FairPoint has agreed to continue its search faniaf@formation Officer with a goal of
having a Chief Information Officer in place by JB®& 2010.

FairPoint has agreed that any management bonuidgevibased on a combination of
EBITDAR (EBITDA plus restructuring costs) and seeimetrics goals and the
weighting for each of these categories will be cated and clearly stated for the
incentive and bonus plans for each individual awdte FairPoint in total.
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Other:

» FairPoint will reimburse the State of New Hampslareits costs and expenses in the
Chapter 11 Cases.

» FairPoint will not agree with Maine or Vermont taterially different terms taken as a
whole pertaining to the Plan, or, if applicableatyy related approval for a change in
control without first offering them to the Staff socates.

» During the first two years following the Effectiiate of the Plan, FairPoint is barred
from paying dividends if FairPoint is in materiatbach of the New Hampshire
Regulatory Settlement.

» FairPoint intends for the New Term Loan and the NRawolver to contain substantially
the same material terms and conditions as contamié Plan. In addition, Northern
New England Telephone Operations LLC will not guéea or otherwise be liable for,
nor will any of its assets be mortgaged or pledgedluding only the membership
interests of Telephone Operating Company of Vernha) to secure the obligations of
FairPoint under the New Term Loan and the New Rearol

* In a separate memorandum of understanding, theH\awpshire Office of the Consumer
Advocate has agreed not to oppose the New HampRkgalatory Settlement.

FairPoint will seek approval of the New HampshiegRlatory Settlement in connection
with the confirmation of the Plan.

The foregoing summary of the New Hampshire Regufédettlement is qualified in its
entirety by reference to the full text of the Newrhpshire Regulatory Settlement which is filed
as an exhibit to the Plan.

(i) Vermont

After extensive negotiations with the DPS, FairPaimd the DPS have agreed to the
settlement which is an exhibit to the Plan (therident Regulatory Settlemént The Vermont
Reqgulatory Settlement sets forth changes to th@®0B Order (as defined belowyhe DPS
will use reasonably practicable efforts to requleat the Vermont Public Service Board (the
“Vermont Board) approve the terms of the settlement proposethéywermont Regulatory
Settlement. The Vermont Regulatory Settlementiges/for, among other things, the following:

Service Quality Requirements:

* In general, all of the service quality programstaored in the January 8, 2008 settlement
agreement among Verizon, FairPoint and the DPS*{{ie2008 Settlemeri} and the
February 15, 2008 Order RE: MODIFIED PROPOSAL INcket Number 7270 (the
“VT 2008 Ordet) will remain in place subject to the modificat®described in the
Vermont Regulatory Settlement.
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Service quality penalties for 2008 and 2009 willdederred until December 31, 2010. If
FairPoint meets specified service objectives omamesin ten performance areas over the
twelve calendar months in 2010, the 2008 and 2@d@lties will be waived. If FairPoint
meets the service objectives for some but notfdHese ten performance areas, the
penalties will be reduced by 10% for each perforceaarea specified for which FairPoint
meets specified service levels on average ovet2tmlendar months in 2010.

Broadband Commitments:

FairPoint has agreed to adhere to the broadbare$tmiie penalties prescribed in the
2008 Order; however, the broadband build-out nolestpenalties will not be enforced
prior to June 30, 2011, provided that FairPoirgdfia broadband permitting and
construction plan with an appropriate regulatorghbby May 1, 2010, files all necessary
permit applications by October 1, 2010, and un#tega&ommercially practicable efforts
to implement the plan. The broadband permitting @nstruction plan will at a
minimum identify tower sites and set a schedulggrmitting and construction.

FairPoint will undertake to deploy broadband sersito 95% of all access lines in those
exchanges that have been identified for 100% braxadilavailability in the VT 2008

Order (the "100% Exchanggdy June 30, 2011. With respect to the remairufigof

lines in the 100% Exchanges, FairPoint will degboyadband to any requesting customer
using an extended service interval of 90 days fileendate of the receipt of the order

from the customer, provided such order is madeoooer than June 30, 2011. Failure to
meet such requirements will require FairPoint tive@ertain service charges.

FairPoint also will request that the Board auth®iairPoint to use Federal High Cost
Universal Service Funds_(“U3Hor three consecutive years to upgrade plant and
infrastructure in the 100% Exchanges, in ordentprove FairPoint’s service quality and
network reliability. If the Board authorizes FaoiRt to use the USF, and to the extent
permitted by FCC rules, FairPoint will invest th8&KJin network infrastructure that will
support the deployment of broadband services tadditional 5% of access lines on a
timeline that varies depending on the date of thar®'s authorization.

FairPoint will have the option to resell terredt(r@on-satellite) based service providers’
broadband service offerings in order to fulfill FRoint’s broadband build out and/or
service requirements as contained in the VT 20@R0Qprovided that the services meet
or exceed all requirements of the VT 2008 Ordenadified by the Vermont Regulatory
Settlement, and the resold services are purchasedigh and serviced by FairPoint.

Penalty amounts resulting from any failure to niweadband deployment requirements
will be managed by FairPoint with funds deposita ian escrow fund, which will

reimburse FairPoint for costs incurred for addigilbmetwork projects completed within
18 months of the date of the penalty, subject écajbproval of DPS.

Capital Investment Commitments:

FairPoint will meet the capital investment requiesnts of the VT 2008 Order.
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Financial Commitments:

» Certain of the financial conditions of the VT 2088ttlement and the VT 2008 Order are
replaced by the terms of the Vermont Regulatoryl&eent and are satisfied or rendered
moot by the debt reductions resulting from the Plan

Management Commitments:

» FairPoint’s New Board will consist of a supermaipof newly appointed independent
directors. At least one member of the New Boatdtireside in northern New England.

* The New Board will appoint a “regulatory sub-comtexf’ that will monitor compliance
with the terms of the VT 2008 Order, as modifiedly Vermont Regulatory Settlement,
and all other regulatory matters involving the &satf Vermont, New Hampshire and
Maine.

» FairPoint will maintain a state president who \pilbvide a senior regulatory presence in
Vermont and be able to reasonably respond to vafisture FairPoint-based dockets or
regulatory issues relating to telecommunications.

» FairPoint has agreed to continue its search fdniafformation Officer with a goal of
having a Chief Information Officer in place by Ju(& 2010.

» FairPoint has agreed that any management bonuidsevidased on a combination of
EBITDAR (EBITDA plus restructuring costs) and see/imetrics goals and the
weighting for each of these categories will be categ and clearly stated for the
incentive and bonus plans for each individual awdHe FairPoint in total.

Other:

* FairPoint will reimburse the State of Vermont ftsr ¢costs and expenses in the Chapter 11
Cases.

» FairPoint will not agree with Maine or New Hampghio materially different terms taken
as a whole pertaining to the Plan or, if applicatweany related approval for a change in
control without first offering them to the DPS amd¥ermont Board.

» During the first two years following the Effectiiate of the Plan, FairPoint is barred
from paying dividends if FairPoint is in materiakhch of the settlement described on the
Vermont Regulatory Settlement.

» Contingent on FairPoint’'s compliance with the tehthe Vermont Regulatory
Settlement and other applicable laws, DPS will esjthat the proceeding in Docket
7540, regarding revocation or modification of FairiR's Certificate of Common Good,
be terminated and the docket closed.

The Vermont Regulatory Settlement is conditioned&$% receiving and finding
acceptable a business plan demonstrating FairPainitity to meet its obligations under the
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Vermont Regulatory Settlement and its feasibilitypperate as a going concern over the long
term in a manner consistent with Vermont utilitgu&tion.

FairPoint will seek approval of the settlement diksd on the Vermont Regulatory
Settlement in connection with the confirmationloé Plan.

The foregoing summary of the Vermont Regulatoryl&eient is qualified in its entirety
by reference to the full text of the Vermont Regog Settlement which is filed as an exhibit to
the Plan.

(i) Maine

In connection with obtaining the necessary reguyaapprovals required to effectuate the
Merger, FairPoint entered into stipulations withties in the various proceedings before the
PUC in Maine. These stipulations provide, in pérat if FairPoint’s service quality fails to meet
certain benchmarks under a Service Quality Ind&Q(), then FairPoint must provide a billing
credit to its customers (the “SQI Paynignt

On October 15, 2009, FairPoint filed a request whtnMPUC, seeking to extend the
date for making the initial SQI Payment establishgdhe MPUC for the 2008-2009 SQI year.
The day after the Petition Date, October 27, 2889 MPUC issued an order denying FairPoint’s
request to defer the SQI Payment for 2008-200% MRUC further determined that the full
amount of the SQI Payment for the 2008-2009 SO ywee $8,031,511 and that such amount
must be paid in twelve monthly installments, begigrin December 2009. The MPUC then
directed that “within five days after the date lostOrder, FairPoint will file rate schedules in
compliance with this Order.”

On October 30, 2009, and in light of the commencdroéthese Chapter 11 Cases,
FairPoint filed a request with the MPUC seekindleday extension for any mandatory filing and
appearance requirements or deadlines applicalaeyté-airPoint utility in Maine that would
have occurred during the period from October 20920rough November 23, 2009. After
noting the filing of these Chapter 11 Cases andnip®sition of the automatic stay under section
362 of the Bankruptcy Code, FairPoint requestetitteaMPUC stay its SQI filing requirements.
On November 3, 2009, the MPUC declined this reqaedtinstead directed FairPoint to file
requests for extensions of time on a case-by-casis.b

On the same date, and as directed by the MPUC’&iMber 3 order, FairPoint filed a
specific request for an extension of the deadlinid its SQI schedules. In that request,
FairPoint again cited the Bankruptcy Code’s autaersity. On November 9, 2009, the MPUC
Hearing Examiner, under authority delegated byMR&JC, denied FairPoint’s request, restating
that the schedule was due on November 3, 2009tatidgsthat the schedule should therefore be
filed immediately.

On November 25, 2009, the MPUC announced via eimailit would hold deliberations
for consideration of FairPoint’s filing of an SQ@sedule in a new docket to be opened by the
MPUC. Prior to this date, FairPoint had no knowkednd was given no formal notice that the
MPUC intended to open this docket and to placeitbm on its agenda. Later that day, and to
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enable discussions between FairPoint and MPUC septatives to continue in a constructive
manner, FairPoint requested that the MPUC defeiaatign at that time.

On November 30, 2009, the MPUC met regarding FaitRoSQI schedule. The MPUC
subsequently issued an order requiring FairPoibetpn making the SQI Payment to customers
by December 1, 2009. In addition, the Novembe®©8&der stated that FairPoint should include a
statement on each customer bill that the SQI Paymen‘REBATE FOR BELOW-

STANDARD SERVICE QUALITY”.

On December 2, 2009, FairPoint filed an Emergenogidh in the Bankruptcy Court for
an Order Pursuant to Bankruptcy Code Sections 1@@A362(a) Compelling the State of
Maine Public Utilities Commission to Comply with @ctober 27, 2009 Stay Order of the
Bankruptcy Court (the “Motion to Comggl In the Motion to Compel, FairPoint requestidit
the Bankruptcy Court enter an order compellinghti®@JC to comply with the automatic stay
and cease attempts to impose additional penalpies EairPoint for failure to make the SQI
Payment. On December 3, 2009, the Bankruptcy Gaouered an Order to Show Cause setting
December 9, 2009, as the hearing date on the Mai@ompel.

Subsequently, FairPoint and the MPUC agreed tauadjthe hearing on the Motion to
Compel to January 12, 2010. On January 12, 20&0Bankruptcy Court adjourned the hearing
on the Motion to Compel to February 3, 2010 andaéed FairPoint and the MPUC to attend
mediation. The parties attended mediation on Jgrtéaand February 1, 2010. On February 3,
2010, the Bankruptcy Court adjourned the hearintherMotion to Compel to February 9, 2010.

After extensive negotiations with a representagippointed by the MPUC and with the
Maine Office of the Public Advocate (together, tMaine Regulatory Partiés FairPoint
reached agreement with the Maine Regulatory Pasties settlement which is an exhibit to the

Plan (the “Maine Regulatory Settlem§ntThe Maine Regulatory Settlement sets forth changes

to the 2008 Merger Order (as defined beloWwihe Maine Regulatory Settlement, which is
subject to the approval of the MPUC, provides &nong other things, the following:

General:

* FairPoint will comply with the MPUC’s February 10@3 Order issued in Docket Nos.
2007-67 and 2005-155, and all stipulations apprdkieceby (the “2008 Merger Ordgr
subject to certain exceptions for the reimbursernéntaims of third parties, which the
Maine Regulatory Parties will recommend remain scibjo applicable bankruptcy law,
and subject further to certain revisions to thevgons in the 2008 Merger Order
regarding, among other things, broadband buildmagital investment and the SQI
program.

Service Quality:

* FairPoint and the MPUC agree to submit a joint eahsrder to the Bankruptcy Court
which provides for the implementation of the SQiates for the 2008-2009 SQI year
starting in March 2010, subject to FairPoint’s tighcredit such rebates against future
service quality rebates that are required to bé pgiFairPoint, in the event the
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Regulatory Settlement is not approved by the MPU€the Bankruptcy Court
subsequently enters an injunction against paymertbates for the 2008-2009 SQI year.

Broadband:

The deadline for FairPoint’s initial 83% broadbdndldout requirement will be extended
from April 1, 2010 to December 31, 2010. An aduditil interim broadband buildout
requirement of 85% is established with a July 3L 2deadline, and the final broadband
buildout requirement with a March 31, 2013 deadlimdl be reduced from 90% to 87%.
However, if FairPoint fails to meet these requirategFairPoint shall be required to
achieve 90% broadband buildout by March 31, 201 &airPoint meets the 87%
requirement by March 31, 2013, FairPoint will cdmtite $100,000 to the ConnectME
Authority on July 1, 2013. FairPoint also agrdest by March 31, 2013, it will achieve
broadband buildout of 82% for lines in UNE Zone 3.

In meeting its broadband buildout requirements hdy&6%, FairPoint may resell the
broadband service offerings of other non-satatiiteviders in order to meet its buildout
and/or service requirements, provided that theicesuneet or exceed all requirements of
the 2008 Merger Order, the resold services arehagiex through and serviced by
FairPoint, and the MPUC Staff approves the proygjerThe MPUC Staff's approval

may not be unreasonably withheld and if the MPU&fStoes not deny within 30
calendar days FairPoint’s request to resell theices of a particular provider,

FairPoint’s request will be approved automatically.

The Maine Regulatory Parties will recommend théigotive January 1, 2011, the MPUC
rescind the requirement in the 2008 Merger Ordatr thquires FairPoint to price its
broadband services at uniform statewide rates,igeedvthat during the subsequent two-
year period FairPoint’s prices for broadband sewido not exceed 120% of the prices of
equivalent services provided in FairPoint’s “classir “legacy” service regions, which
are the regions in Maine in which FairPoint proddelephone service prior to the
issuance of the 2008 Merger Order.

Financial:

The Maine Representative will recommend that theJ@Rind that the financial
conditions in the 2008 Merger Order are replacethbyterms of the Maine Regulatory
Settlement, are satisfied or have been rendered loyabe debt reductions resulting from
the Plan. The Maine Regulatory Parties will reca@nchthat the MPUC not impose
financial covenants in addition to those imposednig loan or credit agreements
executed by FairPoint in connection with the Plan.

Management:

FairPoint’s New Board will consist of a supermaipof newly appointed independent
directors. At least one member of the New Boadtireside in northern New England.
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* The New Board will appoint a “regulatory sub-comesf’ that will monitor compliance
with the terms of the 2008 Merger Order, as modibg the Maine Regulatory
Settlement, and all other regulatory matters inmg\the States of Vermont, New
Hampshire and Maine.

» FairPoint will continue its search for a Chief Infation Officer with a goal of having a
Chief Information Officer in place by June 30, 2010

» FairPoint has agreed that any management bonuidsevidased on a combination of
EBITDAR (EBITDA plus restructuring costs) and seeimetrics, and that the weighting
for each of these categories will be computed dearly stated for the incentive and
bonus plans for each individual and for FairPamtotal, and that, once established,
FairPoint will disclose such service metrics to kh&ne Regulatory Parties.

Other

» FairPoint will reimburse the Maine Regulatory Restior actual, reasonable costs and
expenses in the Chapter 11 Cases.

» FairPoint will not agree with the Staff of the NHE{the New Hampshire Office of the
Consumer Advocate, or the DPS to materially difieterms taken as a whole pertaining
to the Plan, or, if applicable, to any related appf for a change in control without also
offering them to the Maine Regulatory Parties.

* The Maine Regulatory Parties will file a proposetexule for the MPUC approval
process, which shall provide that approval of theardd Regulatory Settlement and any
change of control will be ripe for MPUC decisiortiin 90 days of the filing by
FairPoint of the application for approval.

» FairPoint, the MPUC and Maine Regulatory Partisgmnee their legal rights and
arguments regarding legal issues related to thedjation of the MPUC and the
Bankruptcy Court.

FairPoint expects to seek approval of the MaineuRegry Settlement in connection with
the confirmation of the Plan.

The foregoing summary of the Maine Regulatory Sgtént is qualified in its entirety by
reference to the full text of the Maine RegulatBsttlement which is filed as an exhibit to the
Plan.

2. Union Negotiations

Northern New England Telephone Operations LLC aelédhone Operating Company
of Vermont LLC d/b/a FairPoint Communications aagtp to two collective bargaining
agreements (“CBA% with locals of two major unions, the InternatairBrotherhood of
Electrical Workers and the Communications Workdr8rerica. Prior to the acquisition of the
NNE Operations, a number of subsidiaries of FamPGommunications had a much smaller
number of unionized employees and did not havafsgnt liabilities arising under its CBAs.
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As such, FairPoint has not historically faced lasgale labor issues in the operation of its
businesses.

With the acquisition of the NNE Operations, Northdlew England Telephone
Operations LLC and Telephone Operating Companysshmént LLC entered into CBAs, which
became effective on April 1, 2008 and would haveirex by their terms on August 3, 2013.
These agreements cover the majority of FairPorepsesented employees in Maine, New
Hampshire and Vermont. Approximately 2,000 of thexsgloyees are represented by the IBEW
and approximately 300 of these employees are repies by the CWA.

FairPoint Communications initiated discussions whi& NNE Unions during the summer
of 2009 in order to advise them of the financialiss confronting FairPoint Communications
and to seek their support and cooperation in makdjgstments to the CBAs in order to assist
FairPoint Communications in addressing those firrdmgsues. Those discussions continued
following the filing of the Chapter 11 Cases, camthg in a 2010 Memorandum of
Understanding (the “Labor MOWYsigned by the parties on February 1, 2010. Tésor MOU
is subject to membership ratification and Bankrygourt approval, both of which will be
sought promptly. The Labor MOU provides for (1Qree year extension of the term of the
CBAs, to August 2, 2014; (2) cancellation of a 3%ge increase previously scheduled for
August 2010, to be replaced by a 3% wage increaseigust 2013; (3) elimination of a
minimum payment under the corporate profit shapragram and the adoption of the profit
sharing methodology applied for FairPoint Commutidces’ non-union employees which
provides for a greater level of profit sharingnétCompany meets or exceeds its financial
objectives and a lower level of profit sharing #fPoint Communications fails to do so; (4)
creation of a joint labor-management committee Jihiat Committee on Operational
Effectiveness, which will work with professionatfitators to identify opportunities to achieve a
goal of $25 million per year reduction in FairPd@a@mmunications’ operating costs; (5) a
mutual release of claims by FairPoint Communicatiand the Unions; and (6) the authorization
for FairPoint Communications to pay matching cdmitions under its 401K plan in stock rather
than cash.

G. STATEMENTS OF FINANCIAL AFFAIRS AND SCHEDULES OF AS SETS AND
LIABILITIES

FairPoint Communications, and each of its affiibtiebtors, filed their Statement of
Financial Affairs and Schedules of Assets and Liizds (the “Schedulé¥ on January 29, 2010.
The Schedules reflect the assets and liabilitifsanfPoint Communications and each of its
affiliated debtors.

H. ACCOUNTING MATTER

ry 23, 2010, FairPoint fil n Form 8-K with th
and Exchange Commission (theorm 8-K'), dlsclosmg that FairPoirgt management, Wlth he
concurrence of the audit committee of FairPoint @umications board of directors, concluded
hat FairPoint should file amendments to its ngﬂéegorts on Form 10-Q for the guarterly

Quarteru Reporty to restate the interim consolldated fmanmalestaants (th&2009 Interlm
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Consolidated Financial Stateméntsontained in the 2009 Quarterly Reports, andttia®?009
Interim Consolidated Financial Statements, as aglairPoiris previously issued earnings
releases for the periods covered by the 2009 QuiaReports, should no longer be relied upon

because of an accounting issue described in tha Bef.

FairPoint estimates that the accounting issue artdio billing adjustments described in
the Form 8-K will result in an aggregate reductidrirairPoints previously reported revenues
for the nine month period ended September 30, 2D@®proximately 3%. FairPoint believes
that this accounting issue and these billing adjesits will not require any changes to the
Projections contained herein. FairPoint will ugdidiis disclosure as a part of the Plan
Supplement.

L H-FILING DEADLINE FOR PREPETITION CLAIMS

On January 28, 2010, FairPoint filed its Motion @nder Establishing Deadline and
Procedures for Filing Proofs of Claim and Approvivignner of Notice Thereof (the “Bar Date
Motion”) seeking an order: (a) establishing March 18,2815:00 p.m. (Eastern Time) as the
general deadline for filing proofs of Claims (tH&gl Daté) subject to certain enumerated
exceptions in the Bankruptcy Court’s order grantimg Bar Date Motion; (b) approving the
proposed form of proofs of claim; and (c) approvomgposed procedures for notifying creditors
of the Bar Date. The Bankruptcy Court granted the Bate Motion by order dated February 4,
2010.

VI.
SUMMARY OF PLAN OF REORGANIZATION

A. PAYMENT OF ADMINISTRATIVE EXPENSE CLAIMS, PRIORITY  TAX
CLAIMS AND OTHER UNCLASSIFIED CLAIMS

1. Administrative Expense Claims

Administrative Expense Claims include any righpyment constituting a cost or
expense of administration of the Chapter 11 CadlesvAd under sections 330, 503(b), 507(a)(2)
and 507(b) of the Bankruptcy Code (other than AdégjiProtection Claims), including, without
limitation, (a) any actual and necessary costsexppenses of preserving FairPoint’s Estates, (b)
any actual and necessary costs and expenses atiagdfairPoint’s businesses, (c) indebtedness
or obligations incurred or assumed by the DebtoiBassession during the Chapter 11 Cases, (d)
Claims, pursuant to section 503(b)(9) of the Baptay Code, for the value of goods received by
FairPoint in the twenty (20) days immediately ptiothe Petition Date and sold to FairPoint in
the ordinary course of FairPoint’s businesses,(apdny Professional Fees, whether Allowed
before or after the Effective Date. Any fees aarges assessed against the Estates of FairPoint
under section 1930 of chapter 123 of title 28 efltinited States Code are excluded from the
definition of Administrative Expense Claim and wok paid in accordance with Section 16.7 of
the Plan.

Except to the extent that any Person entitled yongat of any Allowed Administrative

Expense Claim agrees to a less favorable treatraaacl, holder of an Allowed Administrative
Expense Claim will receive Cash in an amount etpualich Allowed Administrative Expense
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Claim on the later of the Effective Date and theedauch Administrative Expense Claim
becomes an Allowed Administrative Expense Claima®soon thereafter as is reasonably
practicableprovided, howevetthat Allowed Administrative Expense Claims rersng
Liabilities incurred in the ordinary course of usss by the Debtors-in-Possession will be paid
in full and performed by the Debtors-in-PossessioReorganized FairPoint, as the case may be,
in the ordinary course of business in accordandie thie terms and subject to the conditions of
any agreements governing, instruments evidencirghar documents relating to such
transactionsprovided, furtherthat, except as provided in Section 3.4 of tte PR any
Administrative Expense Claim, including an ordinaogrse expense, is not billed or a request
for payment is not made within sixty (60) days aftee Effective Date, claims for payment of
such Administrative Expense Claims will be barred.

2. Adequate Protection Claims

The Adequate Protection Claims of the holders epEtition Credit Agreement Claims
will be deemed satisfied in full by payments (ifyadue and made pursuant to the DIP Order.

3. Priority Tax Claims

Priority Tax Claims include any Claim of a govermitad unit of the kind entitled to
priority in payment as specified in sections 50a6§ 507(a)(8) of the Bankruptcy Code.

Unless otherwise agreed to by the holder of anwidld Priority Tax Claim and FairPoint
or Reorganized FairPoint, as applicable, each haitien Allowed Priority Tax Claim will
receive at the option of FairPoint or ReorganizantHoint, as applicable, (a) on the Effective
Date, or as soon thereafter as is reasonably pataddi, Cash in an amount equal to such Allowed
Priority Tax Claim, or (b) commencing on the EffeetDate, or as soon thereafter as is
reasonably practicable, and continuing over a panat exceeding five (5) years from and after
the Petition Date, equal semi-annual Cash payniemsts aggregate amount equal to such
Allowed Priority Tax Claim, together with interdst the period after the Effective Date at the
rate determined under applicable non-bankruptcydawf the calendar month in which the Plan
is confirmed, subject to the option of FairPoinRmorganized FairPoint, as applicable, to prepay
the entire amount of the Allowed Priority Tax ClairAll Allowed Priority Tax Claims that are
not due and payable on or before the Effective Daétedbe paid in the ordinary course of
business as such obligations become due.

4, Professional Compensation and Reimbursement Claims

All Persons seeking awards by the Bankruptcy Colucbompensation for services
rendered or reimbursement of expenses incurredghrand including the Confirmation Date
under section 330, 331, 503(b)(2), 503(b)(3), 5W&{lor 503(b)(5) of the Bankruptcy Code will
(a) file, on or before the date that is forty fid) days after the Effective Date, their respectiv
applications for final allowances of compensationdervices rendered and reimbursement of
expenses incurred and (b) be paid in full, in Casbuch amounts as are Allowed by the
Bankruptcy Court in accordance with the order ne¢ato or allowing any such Administrative
Expense Claim. Reorganized FairPoint is authoriaguhy reasonable compensation for
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professional services rendered and reimbursemexpEnses incurred after the Effective Date
in the ordinary course and without the need forkBaptcy Court approval.

For purposes of the Plan, and in consideratioh@&ervices of the members of the Ad
Hoc Committee of Senior Noteholders, FairPoint weimburse the members of the Ad Hoc
Committee of Senior Noteholders for the reasontd@de and expenses of their professionals,
Stroock & Stroock & Lavan LLP and Moelis & Comparring the Chapter 11 Cases and up to
the Effective Date (without the need to file a grobClaim or fee application), subject to an
aggregate cap of three million five hundred thodsdwilars ($3,500,000.00), or such higher
number as shall be approved by the Lender Ste@amgmittee, which approval will not be
unreasonably withheld or delaygapvided, howeveif no Distributions are made on account of
Class 7 FairPoint Communications Unsecured Clamaccordance with Section 5.7.2(b) of the
Plan, then the members of the Ad Hoc Committeeenii®@ Noteholders will not receive any
reimbursement for professionals’ fees and expenses.

For purposes of the Plan, and in consideratiohefservices of the Prepetition Credit
Agreement Agent and each Consenting Lender holgliegter than ten percent (10%) of the
aggregate Prepetition Credit Agreement Claims erdtite such Person became a Consenting
Lender, FairPoint will reimburse such Persons leirtreasonable out-of-pocket fees and
expenses (including reasonable fees and expensesiagel) to the extent that such fees and
expenses are incurred in connection with the Plaop8rt Agreement, the Plan, the Chapter 11
Cases, and the transactions related thereto (withewneed to file a proof of Claim or fee
application).

5. Intercompany Claims

Intercompany Claims include any Claim against amtityeincluded within the definition
of “FairPoint” held by any other entity includedthin the definition of “FairPoint”.

At the election of FairPoint or Reorganized FairRaas applicable, or any Person
holding such Claim, and in consultation with thentler Steering Committee, Intercompany
Claims will be (a) released, waived and dischamgedf the Effective Date, (b) contributed to the
capital of the obligor corporation, (c) dividendad(d) remain Unimpaired.
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B. CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS

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

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 Unimpaired No (deemed to accept
4 Allowed Prepetition Credit Impaired Yes

Agreement Claims
5 Legacy Subsidiary Unsecured Unimpaired No (deemed to accept

Claims

NNE Subsidiary Unsecured ClaimsUnimpaired No (deemed to accept
7 FairPoint Communications Impaired Yes

Unsecured Claims
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)

C. TREATMENT OF CLAIMS AND EQUITY INTERESTS UNDER THE PLAN
1. Other Priority Claims (Class 1)
(1) Definition

An Other Priority Claim is a Claim entitled to prity in payment as specified in
section 507(a)(4), (5), (6) or (7) of the Bankryp@ode.

(i) Impairment and Voting

Class 1 is Unimpaired by the Plan. Each holdemofllowed Other Priority
Claim is conclusively presumed to have acceptedPthe and is not entitled to vote to accept or
reject the Plan.

(i) Distributions

Unless otherwise agreed to by the holder of anwidld Other Priority Claim and
FairPoint or Reorganized FairPoint, as applicatatethe applicable Distribution Date, each
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holder of an Allowed Other Priority Claim will reiee Cash in an amount equal to such Allowed
Other Priority Claim.

2. Secured Tax Claims (Class 2)
(1) Definition

Secured Tax Claims include any Secured Claim #irtent its secured status,
would be entitled to priority in right of paymemader sections 502(i) and 507(a)(8) of the
Bankruptcy Code (determined irrespective of anetlimitations therein and including any
related Secured Claim for penalties).

(i) Impairment and Voting

Class 2 is Unimpaired by the Plan. Each holdemoAllowed Secured Tax
Claim is conclusively presumed to have acceptedPthre and is not entitled to vote to accept or
reject the Plan.

(i) Distributions

Unless otherwise agreed to by the holder of anwidlb Secured Tax Claim and
FairPoint or Reorganized FairPoint, as applicatatethe applicable Distribution Date, each
holder of an Allowed Secured Tax Claim will receiagthe option of FairPoint or Reorganized
FairPoint, as applicable, (a) Cash in an amounalegusuch Allowed Secured Tax Claim or, (b)
commencing on the applicable Distribution Date, eodtinuing over a period not exceeding
five (5) years from and after the Petition Dateyagemi-annual Cash payments in an aggregate
amount equal to such Allowed Secured Tax Claimettogy with interest for the period after the
Effective Date at the rate determined under apiplécaon-bankruptcy law as of the calendar
month in which the Plan is confirmed, subject te ¢iption of FairPoint or Reorganized
FairPoint, as applicable, to prepay the entire arhotithe Allowed Secured Tax Claim.

3. Other Secured Claims (Class 3)
0] Definition

An Other Secured Claim is any Secured Claim othen & Prepetition Credit
Agreement Claim.

(i) Impairment and Voting

Class 3 is Unimpaired by the Plan. Each holdemofllowed Other Secured
Claim is conclusively presumed to have acceptedPtar and is not entitled to vote to accept or
reject the Plan.

(iii) Distributions

Unless otherwise agreed to by the holder of anwdid Other Secured Claim and
FairPoint or Reorganized FairPoint, as applicadi¢he option of FairPoint or Reorganized
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FairPoint, as applicable, (i) on the Distributioat® or as soon thereafter as is reasonably
practicable, each Allowed Other Secured Claim bellReinstated and rendered Unimpaired in
accordance with section 1124(2) of the Bankruptogé (i) each holder of an Allowed Other
Secured Claim will receive Cash in an amount etpualich Allowed Other Secured Claim, on
the Distribution Date, or as soon thereafter asasonably practicable, or (iii) each holder of an
Allowed Other Secured Claim will receive the Cadlat securing its Allowed Other Secured
Claim, in full and complete satisfaction of suchofted Other Secured Claim on the
Distribution Date, or as soon thereafter as isaeally practicable.

4, Allowed Prepetition Credit Agreement Claims (Classt)
(1) Definition

Prepetition Credit Agreement Claims include anyii@laeld by the Prepetition
Credit Agreement Lenders and/or the PrepetitiordiCAgreement Agent, and all other Claims
against FairPoint arising under the Prepetitiord@r&greement in an amount equal to principal,
plus interest (accrued through the Effective Daa}l all other amounts due thereunder.
Prepetition Credit Agreement Claims are Allowedi@kpursuant to the Plan, and will be
satisfied pursuant to the Plan without offset, de& counterclaim, reduction or credit of any
kind whatsoever.

For purposes of the Plan, “Prepetition Credit Agrert” means that certain
Credit Agreement, dated as of March 31, 2008, amelnaled as of January 21, 2009, among
FairPoint Communications and Northern New Englapoh& Inc., as borrowers, the Lender
Steering Committee and the other lenders partgtbethe Prepetition Credit Agreement Agent,
and certain other parties thereto, and all amentbnsupplements, ancillary agreements
(including, but not limited to, any and all notésters of credit, pledges, collateral agreements,
intercreditor agreements, Swap Agreements and hga@gjreements), side letters, financing
statements, and other documents related thereto.

(i) Impairment and Voting

Class 4 is Impaired by the Plan. Each holder ohllowed Prepetition Credit
Agreement Claim is entitled to vote to accept ggaethe Plan.

(i) Distributions

Each holder of an Allowed Prepetition Credit AgresminClaim will receive the
following, in full and complete satisfaction of $ulolder’s Allowed Prepetition Credit
Agreement Claim:

(1) onthe Effective Date, such holder’'s Ratable Priipoiof the New
Term Loan;

(2)  on the Effective Date, such holder’'s Ratable Priqporof forty-
seven million two hundred forty-one thousand foundired thirty-
six (47,241,436) shares of the New Common Stpokyided,
however that if the Class of FairPoint Communications énsed
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)

(4)

Claimsrejeetglo not receive a Distribution under the Plan as
provided in Section 5.7.2(b) ¢iie Plan, each holder of an Allowed
Prepetition Credit Agreement Claim will receive Ratable
Proportion of fifty-eight million, four hundred éagy-four

thousand five hundred eighty-seven (58,484,58 eshaf the

New Common Stock, subject to dilution from the sems to be
issued under the Long Term Incentive Plan;

on the Effective Date, such holder’'s Ratable Propoof Cash
(the “Cash Paymefjtin an amount equal to all Cash and Cash
Equivalents of Reorganized FairPoint on the Effecbate in
excess of forty million dollars ($40,000,000.00n0s (1) Cash
used to pay or reserved to pay Allowed Unsecuredh@, (2)
Cash used to pay or reserved to pay Allowed Adrratise
Expense Claims, (3) Cash used to pay or reservpdytdllowed
Priority Tax Claims, (4) Cash used to pay or resérmo pay
Allowed Other Priority Claims, (5) Cash used to payeserved to
pay Allowed Secured Tax Claims, (6) Cash used yoopaeserved
to pay Allowed Other Secured Claims, (7) subje$éation 3.4 of
the Plan, Cash used to pay or reserved to pay ¢éneb@rs of the
Ad Hoc Committee of Senior Noteholders, the PréjpetiCredit
Agreement Agent, and each Consenting Lender holgliegter
than ten percent (10%) of the aggregate Prepetiiedlit
Agreement Claims on the date such Person becamesefting
Lender for their professionals’ fees and expen@<ash used to
pay or reserved to pay obligations pursuant tdibgulatory
Settlements, (9) Cash used to pay or reservedyt&pecess
Bonuses, and (10) Cash used to pay or reserveaytGure for
executory contracts and unexpired leases thatsarereed pursuant
to the Planprovided, howevethat if the aggregate amount of Tax
Claims against FairPoint Communications exceedsdiion
dollars ($6,000,000), such excess amount (or artjopahereof)
will be subtracted from the Cash Payment onlyéf tiender
Steering Committee consents, after consultatioh #atirPoint, to
the payment of such excess amount (or portion tiieod the
Effective Date; and

on the applicable Distribution Date, if any, sudider's Ratable
Proportion of Cash Distributions out of the Ressrtrat are no
longer required to be reserved for the benefitybae other than
holders of Allowed Prepetition Credit AgreementiGis.
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5. Legacy Subsidiary Unsecured Claims (Class 5)
(1) Definition

Legacy Subsidiary Unsecured Claims include any tnssl Claim against any
Legacy Subsidiary.

For purposes of the Plan, a “Legacy Subsidiarghyg direct or indirect
subsidiary of FairPoint Communications that is amotNNE Subsidiary (as defined below).

(i) Impairment and Voting

Class 5 is Unimpaired by the Plan. Each holdemofllowed Legacy Subsidiary
Unsecured Claim is conclusively presumed to hacemted the Plan and is not entitled to vote
to accept or reject the Plan.

(i) Distributions

On the Distribution Date, each holder of an Allowsdjacy Subsidiary
Unsecured Claim will be paid an amount in Cash kguane hundred percent (100%) of such
holder’s Allowed Legacy Subsidiary Unsecured Clamfull and complete satisfaction of such
holder’s Claim.

6. NNE Subsidiary Unsecured Claims (Class 6)
0] Definition

NNE Subsidiary Unsecured Claims include any Unsst@laim against the
NNE Subsidiaries.

For purposes of the Plan, an “NNE Subsidiary” gividually each of and
collectively all of, FairPoint Logistics, Inc., Nbern New England Telephone Operations LLC,
Telephone Operating Company of Vermont LLC, anddfiged Communications of Northern
New England Inc.

(i) Impairment and Vaoting

Class 6 is Unimpaired by the Plan. Each holdemofllowed NNE Subsidiary
Unsecured Claim is conclusively presumed to hace@ed the Plan and is not entitled to vote
to accept or reject the Plan.

(iii) Distributions

On the Distribution Date, each holder of an AllowdldE Subsidiary Unsecured
Claim will be paid an amount in Cash equal to omedned percent (100%) of such holder’s
Allowed NNE Subsidiary Unsecured Claim, in full acaimplete satisfaction of such holder’'s
Claim.
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7. FairPoint Communications Unsecured Claims (Class 7)
(1) Definition

FairPoint Communications Unsecured Claims inclugeldnsecured Claims
against FairPoint Communications, including, butlimoited to, Senior Notes Claims.

(i) Impairment and Voting

Class 7 is Impaired by the Plan. Each holder cAlemwed FairPoint
Communications Unsecured Claim is entitled to wotaccept or reject the Plan.

(iii) Distributions

On the Distribution Date, each holder of an AllowedrPoint Communications
Unsecured Claim will receive the following, in fahd complete satisfaction of such FairPoint
Communications Unsecured Claim:

(2) if the Class of holders of FairPoint Communicatitmsecured
Claims votes to accept the Plan, each holder éfliaaved
FairPoint Communications Unsecured Claim will rgedis
Ratable Proportion of (i) four million two hundréutee thousand
three hundred fifty-two (4,203,352) shares of tleeNCommon
Stock and (ii) the New Warrants, in the case ohe#clauses (i)
and (ii), subject to dilution from the securitiestte issued under
the Long Term Incentive Plan; or

(2) if (1) the Class of FairPoint Communications UnseduClaims
votes to reject the Plan, (2) the members of thédad Committee
of Senior Noteholders or its counsel objects toRtam, or (3) the
members of the Creditors’ Committee or its coundgbct to the

or (4) the Indenture Trustee or its counsel objtmtiae Plan then
holders of FairPoint Communications Unsecured Cdaiil not
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receive any Distributions under the Plan on accoiititeir
Claims.

8. Convenience Claims (Class 8)
(1) Definition

Convenience Claims include any (a) FairPoint Comigations Unsecured Claim
in an amount equal to ten thousand dollars ($100@)@r less, and/or (b) Disputed FairPoint
Communications Unsecured Claim that becomes amilioUnsecured Claim of ten thousand
dollars ($10,000.00) or less with the consent af iarthe amount agreed to by FairPoint.

(i) Impairment and Voting

Class 8 is Unimpaired by the Plan. Each holdemoAllowed Convenience
Claim is conclusively presumed to have acceptedPthre and is not entitled to vote to accept or
reject the Plan.

(i) Distributions

On the Distribution Date, each holder of an Allow&ahvenience Claim will be
paid an amount in Cash equal to one hundred peft@@%) of such holder’s Allowed
Convenience Claim in full and complete satisfacteettlement, release, and discharge of and in
exchange for such holder’s Claim.

9. Subordinated Securities Claims (Class 9)
0] Definition

Subordinated Securities Claims include any Claiairesg FairPoint arising from
rescission of a purchase or sale of a SecurityagP®Bint or an Affiliate of FairPoint, for
damages arising from the purchase or sale of smirisy, or for reimbursement or contribution
allowed under section 502 of the Bankruptcy Codaarount of such a Claim.

(i) Impairment and Voting

Class 9 is Impaired by the Plan. Each holder®tibordinated Securities Claim
is deemed to reject the Plan and is not entitladte to accept or reject the Plan.
(i) Distributions

Each holder of an Allowed Subordinated SecuritiEsr@will not receive or
retain any interest or property under the Plancamoant of such Allowed Subordinated
Securities Claim. The treatment of Subordinatecu8ges Claims under the Plan is in
accordance with and gives effect to the provisminsection 510(b) of the Bankruptcy Code.
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10.  Subsidiary Equity Interests (Class 10)
(1) Definition

Subsidiary Equity Interests include any instrun@ntlencing an ownership
interest in FairPoint (other than FairPoint Comneations), whether or not transferable, and all
options, warrants or rights, contractual or otheeyto acquire any such interests, all as of the
Effective Date. Each Subsidiary Equity Interedt be deemed Allowed under the Plan.

(i) Impairment and Voting
Class 10 is Unimpaired by the Plan. Each holder 8tibsidiary Equity Interest is
conclusively presumed to have accepted the Plamsamat entitled to vote to accept or reject the
Plan.
(i) Distributions

On the Effective Date, the Subsidiary Equity Ins¢sewill be Reinstated and
rendered Unimpaired in accordance with section Idf2he Bankruptcy Code.

11. Old FairPoint Equity Interests (Class 11)
0] Definition

Old FairPoint Equity Interests include any instruntnevidencing an ownership
interest in FairPoint Communications, whether drtrensferable, and all options, warrants or
rights, contractual or otherwise, to acquire arghsuaterests.

(i) Impairment and Voting

Class 11 is Impaired by the Plan. Each holdendDhl FairPoint Equity Interest
is deemed to reject the Plan and is not entitledte to accept or reject the Plan.

(iii) Distributions

On the Effective Date, the Old FairPoint Equityelrsts will be cancelled and the
holders of the Old FairPoint Equity Interests waiit be entitled to, and will not receive or retain,
any property or interest in property on accourgwfh Old FairPoint Equity Interests under the
Plan.

12. Limitations on Amounts to Be Distributed to Holdersof Allowed Insured
Claims

Distributions under the Plan to each holder of #iowed Insured Claim will be in
accordance with the treatment provided under tha fir the Class in which such Allowed
Insured Claim is classified, but solely to the extiat such Allowed Insured Claim is within
FairPoint’s self-insured retention. Amounts in @€ of the applicable self-insured retention
amount will be recoverable only from the availalolgurer and FairPoint will be discharged to
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the extent of any such excess. Nothing in Se&i@f of the Plan will constitute a waiver of any
Causes of Action or Liabilities that any Person rhald against any other Person, including,
without limitation, FairPoint’s Insurers.

13.  Special Provision Regarding Unimpaired Claims

Except as otherwise explicitly provided in the Rlaothing herein will be deemed to be a
waiver or relinquishment of any rights, countentigior defenses that any of FairPoint or
Reorganized FairPoint, as applicable, may havethneat law or in equity, with respect to any
Unimpaired Claim.

D. PROVISIONS REGARDING NEW COMMON STOCK AND NEW WARRA NTS
DISTRIBUTED PURSUANT TO THE PLAN

1. New Common Stock
0] Authorization

The Amended Certificate of Incorporation of Reoligad FairPoint Communications
will authorize the issuance of seventy-five milligi,000,000) shares of New Common Stock.
The seventy-five million (75,000,000) shares of Neemmon Stock that are authorized on the
Effective Date will be issued or reserved as folog) in the event that the Class of FairPoint
Communications Unsecured Claims accepts the Plafiftf-one million four hundred forty-
four thousand seven hundred eighty-eight (51,44),gBares of New Common Stock, in the
aggregate, will be distributed to holders of Allav@laims under Section 5.4 and Section 5.7 of
the Plan and (2) seven million one hundred sixty-thousand eight hundred four (7,164,804)
shares of the New Common Stock will be reservezbimection with the New Warrants; (ii) in
the event that the Class of FairPoint Communicatidnsecured Claimjectgloes not receive
a Distribution undethe Planon account of its claimdifty-eight million four hundred eighty-
four thousand five hundred eighty-seven (58,484),58ares of New Common Stock, in the
aggregate, will be distributed to holders of All@v@laims under Section 5.4 of the Plan; (iii) in
the event that the Class of FairPoint Communicatidnsecured Claims accepts the Plan, six
million two hundred sixty-nine thousand two hundsed(6,269,206) shares of New Common
Stock will be issued or reserved in connection Wi Long Term Incentive Plan; and (iv) in the
event that the Class of FairPoint Communicationsddared Claimssjectgloes not receive a
Distribution undethe Plamon account of its claimsix million three hundred ninety-four
thousand two hundred eleven (6,394,211) sharegwaf Gommon Stock will be issued or
reserved in connection with the Long Term InceniNan. On the Effective Date, in the event
the Class of FairPoint Communications Unsecureth@laeject the Plan, holders of Allowed
Class 4 Prepetition Credit Agreement Claims witleige, and Reorganized FairPoint
Communications will issue, an aggregate of fiftgkgimillion four hundred eighty-four thousand
five hundred eighty-seven (58,484,587) shares @ Remmon Stock in accordance with
Section V of the Plan. All such shares will berded fully paid and non-assessable. On the
Effective Date, in the event the Class of FairP@ammunications Unsecured Claims accepts
the Plan, holders of Allowed Class 4 PrepetitioeditrAgreement Claims and holders of
Allowed Class 7 FairPoint Communications Unsecu@&dms will receive, and Reorganized
FairPoint Communications will issue, an aggregéatétyg-one million four hundred forty-four
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thousand seven hundred eighty-eight (51,444,78&esiof New Common Stock in accordance
with Section V of the Plan. All such shares wal tteemed fully paid and non-assessable.

(i) Par Value
The New Common Stock will have a par value of $(ed share.
2. New Warrants

As provided in and subject to the conditions sahfan the Plan, including Section 5.7.2
of the Plan, Reorganized FairPoint Communicatioitissgue to each holder of an Allowed
Class 7 FairPoint Communications Unsecured ClasrRatable Proportion of New Warrants.
Such New Warrants allow the holders thereof to Ipase seven million one hundred sixty-four
thousand eight hundred four (7,164,804) shareseoNew Common Stock issued pursuant to
Section 6.1 and 6.2 of the Plan, which warranttiveiVe the material terms set forth Bxhibit
C of the Plan and be in substantially the form eghfin the Plan Supplement.

3. Securities Law Matters

0] Exemption from Securities Laws

Except as otherwise provided herein, and to theimimax extent provided by
section 1145 of the Bankruptcy Code and applicablebankruptcy law, the issuance under the
Plan of the New Common Stock and the New Warramtsyant to the Plan and any subsequent
sales, resales, transfers, or other distributidrssich New Common Stock or New Warrants will
be exempt from registration under the Securitiels &ty other federal or state securities law
registration requirements, and all rules and regra promulgated thereunder. Any such
Securities issued to an “affiliate” of ReorganiZedrPoint within the meaning of the Securities
Act or any Person Reorganized FairPoint reasoraggtgrmines to be an “underwriter”, and
which does not agree to resell such securitiesiarfigrdinary trading transactions,” within the
meaning of section 1145(b)(1) of the Bankruptcy €wdll be subject to such transfer
restrictions and bear such legends as will be gate to ensure compliance with the Securities
Act.

(i) Registration Rights Agreement

On the Effective Date, Reorganized FairPoint Comications will enter into a
registration rights agreement (the “Registratiog& Agreemeri} with each holder of greater
than ten percent (10%), on a fully diluted basithe New Common Stock on the Effective Date
(a “Holder of Registrable Securiti@s The Holders of Registrable Securities will &ritled to
request an aggregate of two demand registratpmosjded that no such registration will be
demanded prior to the expiration of the date wisabne hundred eighty (180) days following
the Effective Dateprovidedfurther, that in no event will Reorganized FairPoint
Communications be obligated to effect more than @yalemand registrations pursuant to all
requests for demand registration. A form of thgiBteation Rights Agreement, including a form
of shelf registration statement if necessary, beéllincluded in the Plan Supplement.
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(i) Securities Exchange Listing

Reorganized FairPoint Communications will useetssonable best efforts to
obtain a listing for the New Common Stock on ongéheffollowing national securities
exchanges: (a) the New York Stock Exchange, (bgthe Nasdag Global Stock Market, or (c)
any other comparable exchange.

E. IMPAIRED AND UNIMPAIRED CLASSES OF CLAIMS AND EQUIT Y
INTERESTS UNDER THE PLAN; ACCEPTANCE OR REJECTION O F THE
PLAN

1. Voting of Claims

(1) Each holder of an Allowed Claim or the holder &@laim that has been
temporarily allowed for voting purposes only unBankruptcy Rule 3018(a), in an Impaired
Class of Claims that is entitled to vote on thenRlarsuant to Section IV and Section V of the
Plan, will be entitled to vote separately to acaapteject the Plan, as provided in such ordesas i
entered by the Bankruptcy Court establishing procesiwith respect to the solicitation and
tabulation of votes to accept or reject the Plaany other applicable order of the Bankruptcy
Court. Any Unimpaired Class of Claims and the &libsy Equity Interests will be deemed to
have accepted the Plan. Any Class of Claims am®td FairPoint Equity Interests that will not
receive or retain any property on account of suieng or Equity Interests under the Plan will
be deemed to have rejected the Plan.

(i) Each of Classes 4 and 7 is Impaired under the &drthe holders of
Allowed Claims in such Classes are entitled to wrtehe Plan. In accordance with section
1126(g) of the Bankruptcy Code, each of the ClaS8s@sd 11 is conclusively deemed to have
rejected the Plan.

2. Acceptance by Unimpaired Classes

Each of Classes 1, 2, 3, 5, 6, 8 and 10 is Uniredainder the Plan and each such Class
is conclusively presumed to have accepted the plesuant to section 1126(f) of the Bankruptcy
Code.

3. Elimination of Vacant Classes

Any Class of Claims that is not occupied as ofdate of the commencement of the
Confirmation Hearing by an Allowed Claim or a Claiemporarily allowed under Bankruptcy
Rule 3018 will be deemed deleted from the Plarptoposes of voting on or rejection of the
Plan, and for purposes of determining acceptancejection of the Plan by such Class under
section 1129(a)(8) of the Bankruptcy Code.

4, Nonconsensual Confirmation

If any Impaired Class of Claims entitled to votél wot accept the Plan by the requisite
statutory majority provided in section 1126(c) lné Bankruptcy Code, FairPoint reserves the
right to amend the Plan in accordance with Sed®#d of the Plan or undertake to have the
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Bankruptcy Court confirm the Plan under sectiondb of the Bankruptcy Code or both. With
respect to Impaired Classes of Claims that are dda@mreject the Plan, FairPoint will request
that the Bankruptcy Court confirm the Plan pursuargection 1129(b) of the Bankruptcy Code.

5. Revocation of the Plan

Subject to Section 16.5 of the Plan, the DebtorBassession may revoke and withdraw
the Plan in its entirety at any time prior to erdafythe Confirmation Order. If the Plan is so
revoked or withdrawn, then it will be deemed nultiavoid.

F. MEANS OF IMPLEMENTATION OF THE PLAN
1. Regulatory Settlements

The filing of the Plan constitutes, among othendis, a motion by FairPoint pursuant to
Bankruptcy Rule 9019 to approve the settlementcamprise set forth in Section 8.1 of the
Plan. As provided herein, pursuant to section 1df2ZBe Bankruptcy Code and Bankruptcy Rule
9019, and in consideration for the settlementscmdpromises set forth in the Regulatory
Settlements, upon the Effective Date, the provisiointhe Plan will constitute a good-faith
compromise and settlement of all Claims and comirsies resolved pursuant to the Regulatory
Settlements. The entry of the Confirmation Ordgfaonstitute the Bankruptcy Court’s finding
and determination that the Regulatory Settlemesfteated in the Plan are (i) in the best interest
of FairPoint and its Estates, (ii) fair, equitabled reasonable, (iii) made in good faith and (iv)
approved by the Bankruptcy Court. Subject to aimg the approval of the settlements reflected
in the Plan by the Bankruptcy Court, on the EffectDate, Reorganized FairPoint will take all
actions necessary or reasonably required to eHeeruch settlemenssd such settlements shall

be binding on Reorganized FairPoint

2. Transactions on the Effective Date

(1) On the Effective Date, the following will be deentechave occurred
simultaneously:

(1) the Amended Certificate of Incorporation will bee@ with the
Secretary of State of the State of Delaware, aad\igw
Organizational Documents will become effective amling upon
Reorganized FairPoint Communications;

(2) the OIld FairPoint Equity Interests will be extingjued,;

(3) Reorganized FairPoint Communications will distrithe Cash
Payment, New Common Stock and the New Warrangsif and
will enter into the New Term Loard

(4) the capital structure of Reorganized FairPoint Camications as
set forth in Sections V and VI of the Plan will ineeffect_and
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(5) the New Board shall be installed without any furthetion

(i) On the Effective Date, the closing of the New Reeolwill be deemed to
occur immediately after the New Board is in pland the events set forth in Section 8.2(a) of
the Plan have occurred.

3. New Term Loan and New Revolver

The Plan provides that, upon FairPoint’'s emergémee chapter 11, holders of
Prepetition Credit Agreement Claims will receiveyang other things, their Ratable Proportion
of a new $1 billion secured term loan agreemenichwvivill be guaranteed by those subsidiaries
of FairPoint that have guaranteed repayment oDetgtor-in-Possession Credit Agreement,
dated as of October 27, 2009, as amended (the CIp#Hit Agreemeri}, with certain financial
institutions and Bank of America, N.A., as the adlistrative agent (in such capacity, the “DIP
Agent’). The New Term Loan will include the followingaterial terms:

. The New Term Loan will be secured by the same bstsuntially the same
collateral as the collateral which secures the Oiédit Agreement, except
to the extent prohibited by law or regulation.

. 5 year maturity.

. Interest at LIBOR + 4.50%, with a LIBOR floor of0®%.

. No upfront fee.

. Mandatory prepayment at par, upon certain conditiorbe determined.
. Optional prepayment at anytime at par.

. Amortization Schedule — Year 1: 1% annually, Yeat% annually, Year

3: 5% annually, Year 4: 15% annually and Year 3015% per quarter
for the first 3 quarters) with 63% bullet paymemtdih quarter.

. Amortization occurs quarterly commencing upon ir& full quarter after
the Effective Date.

. If FairPoint’s consolidated leverage ratio is ab@vex at the end of the
fiscal year, FairPoint will be subject to a sweéf@®% of its Excess Cash
Flow based upon an annual test and paid in theegulesit quarter,
providedthat, with respect to the test occurring for flsear 2010,
Excess Cash Flow will be calculated for the pefroch the Effective Date
through the end of such fiscal year and, if theegwaescribed herein is
applicable, will be payable in fiscal year 2011 FairPoint’'s consolidated
leverage ratio is below 2.0x at the end of thedligear, such sweep will
be reduced to 50% of FairPoint’'s Excess Cash Fsvget forth above.

. Any sweep of FairPoint’s Excess Cash Flow by tinelées will be applied
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pro rataagainst obligations in accordance with the amatittn schedule
as set forth above.

. If FairPoint’s consolidated total leverage ratidoedow 2.0x at the end of
the fiscal year, FairPoint will be permitted to mhyidends with its share
of Excess Cash Flow, as set forth above.

. Financial covenants will only include interest caage and leverage ratio
tests. Such tests will first occur in the firsli fyuarter following the
Effective Date (as calculated in each case in a@egare with Schedule 1
of Exhibit E hereto).

. Usual and customary affirmative and negative comenas may be
mutually agreed to by the agent, the lenders ant&iat.

In addition, the Plan contemplates that the DIRd@rgreement will, subject to certain
conditions, roll into such a revolving credit efatility with an aggregate principal amount of
$75.0 million with a five year term. If any of tikenditions referenced above are not met and, as
a result, the DIP Credit Agreement does not conméstthe New Revolver, FairPoint intends to
obtain a new revolving credit facility. Howevengte are no assurances that FairPoint would be
able to obtain such a revolving credit facility @mmercially reasonable terms or at all.

Documents evidencing the New Term Loan and the Rewolver will be filed by
FairPoint with the Plan Supplement. In the Conétion Order, FairPoint will request that the
Bankruptcy Court authorize Reorganized FairPoirgxecute the same together with other
documents as the respective lenders may reasorpliye to effectuate the treatment afforded
to the parties under such facilities. In accoréanith Section 8.2 of the Plan, Reorganized
FairPoint’s entry into the New Term Loan and New®eer, and the incurrence of the
indebtedness thereunder, on the Effective Datebgikuthorized without the need for any
further corporate action and without any furtharacby holders of Claims or Old Equity
Interests.

4, Reorganization of FairPoint; Continuation of Businesses

On and after the Effective Date, Reorganized FamtPaill continue to engage in its
respective businesses. Except as otherwise prbindide Plan, FairPoint will continue to exist
after the Effective Date as a separate corpordiimited liability company, partnership or other
legal entity, as the case may be, with all the pewé&a corporation, limited liability company,
partnership or other legal entity, as the case Ibeapursuant to the applicable law in the
jurisdiction in which each applicable entity incedlin the definition of “FairPoint” is
incorporated or organized and pursuant to the otisgeecertificate of incorporation and bylaws
(or other organizational documents) in effect ptmthe Effective Date, except with respect to
the New Organizational Documents (or other orgdiunal documents) that are amended by the
Plan, the Plan Supplement or otherwise, and texbtent such documents are amended, such
documents are deemed to be pursuant to the Plareguaunle no further action or approval.
Notwithstanding the foregoingut subject to the provisions of any applicable
Settlementpn or as of the Effective Date, or as soon as reddyp practicable thereafter, and
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without the need for any further action, ReorgaghigairPoint may: (a) cause any or all of
Reorganized FairPoint to be merged into one or mbReorganized FairPoint, dissolved or
otherwise consolidated, (b) cause the transfesséta between or among Reorganized FairPoint,
or (c) engage in any other transaction in furtheeaof the Plan.

5. Reorganized FairPoint’s Obligations Under the Plan

(1) From and after the Effective Date, as set fortleimeiReorganized
FairPoint will perform the corresponding obligatsamnder the Plan of its predecessor or
predecessor-in-interest. The Plan will be adménest and actions will be taken in the name of
FairPoint and Reorganized FairPoint through, iroet&nce with the terms of the Plan,
Reorganized FairPoint.

(i) From and after the Effective Date, ReorganizedHairt will, among
other things:

(1) administer the Plan and take all steps and exeatlutestruments
and documents necessary to effectuate the Plan;

(2) pursue (including, without limitation, prosecutiremforcing,
objecting, litigating, reconciling, settling, abaming and
resolving) all of FairPoint’s retained Causes ofiéw, defenses
and counterclaims;

3) reconcile Claims and resolve Disputed Claims, ahdiaister the
Claims allowance and disallowance processes derletn the
Plan, including, without limitation, objecting, @®cuting,
litigating, reconciling, settling and resolving @res and Disputed
Claims in accordance with the Plan;

4) make decisions regarding the retention, engagempawtyent and
replacement of professionals, employees and camisijt

(5)  administer the Distributions under the Plan, inolgdi) making
Distributions in accordance with the terms of tthenRand (ii)
establishing and maintaining the various Reserves;

(6)  exercise such other powers as necessary or prtaleatry out the
provisions of the Plan;

(7 invest any Cash pending Distribution;
(8) file appropriate tax returns; and

(9)  take such other actions as may be necessary ay@Efie to
effectuate the Plan.
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(i) Except as otherwise ordered by the Bankruptcy Canst reasonable fees
and expenses incurred by Reorganized FairPointu@img, without limitation, taxes and
reasonable attorneys’ fees and expenses) on otladt&ffective Date will be paid in Cash by
Reorganized FairPoint in the ordinary course ofatpective businesses.

6. New Organizational Documents

The New Organizational Documents will be filed astf the Plan Supplement and will
contain such provisions as are necessary to s#tisfgrovisions of the Plan and, to the extent
required, to prohibit the issuance of nonvotingiggsecurities (other than any warrants and/or
options) as required by section 1123(a)(6) of taakBuptcy Code, subject to further amendment
of the New Organizational Documents, after the &fe Date, as permitted by applicable law.
Except as otherwise provided herein, the New Omgditinal Documents will contain such
indemnification provisions applicable to the offisedirectors and employees of Reorganized
FairPoint Communications and such other Personsagsin the discretion of the New Board, be
appropriate and permitted under applicable law.

7. New Board
0] General

(1)  On the Effective Date, each member of the exidbiogrd of
directors of FairPoint Communications will be deenh@ have
resigned.

(2) On the Effective Date, the property, business dfaira of
Reorganized FairPoint Communications and the dRe@rganized
FairPoint entities will become the general respahsi of the
New Board. Simple majority rule will govern allteams of the
New Board. A list setting forth the identitiestbE members of
the New Board, to the extent available, will bedilas part of the
Plan Supplement or otherwise will be identifiecaiisubmission to
the Bankruptcy Court on or prior to the EffectivatP.

(i) Initial Number of Directors; Initial Composition

(1) Reorganized FairPoint Communications will have savNB@ard,
which will initially consist of nine directors.

(2)  The initial composition of the New Board will betdemined as
follows:

(A) if the holders of the FairPoint Communications Unsed Claims vote to
accept the Plan, then (1) one member of the NewBwdl be the chief executive officer of
Reorganized FairPoint Communications, (2) seven neesnof the New Board will be
nominated by the Lender Steering Committee andri@)member of the New Board will be
nominated by the steering committee of the Ad Hom@ittee of Senior Noteholders (in
consultation with the Creditors’ Committee and dtieer members of the Ad Hoc Committee of
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Senior Noteholders); providetowever that in the event that a member of the New Bbais

not been nominated pursuant to Section 8.6.2(B)idf the Plan by the Plan Supplement filing
deadline, then the Persons described thereinagd their right to nominate a member of the
New Board and the Lender Steering Committee wiiehtie right to nominate an additional
member of the New Board; providddrther, that if the Lender Steering Committee determines
not to nominate an additional member of the NewrBadlaen the number of directors on the
New Board will be reduced to eight and seven ohsuembers of the New Board will be
nominated by the Lender Steering Committee; or

(B) if the holders of the FairPoint Communications Unsed Claims reject
the Plan, then (1) one member of the New Boardlweilthe chief executive officer of
Reorganized FairPoint Communications, (2) any pepeviously nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan will not be cmiesed for nomination or election to the New
Board, and (3) eight members of the New Board bélhominated by the Lender Steering
Committeeprovided however that if the Lender Steering Committee determmasto
nominate an additional member of the New Boarcefdace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of the Plan ttl@number of directors on the New Board will
be reduced to eight and seven of such memberg Mefwv Board will be nominated by the
Lender Steering Committee;

provided,that, in the event of either (A) or (B) above, {1¢ Lender Steering
Committee will consider residents of northern Nemgland among the candidates considered for
nomination to the New Board and (2) at least onth@fmembers of the New Board nominated
by the Lender Steering Committee will be a residdmorthern New England.

(i) Reduction in Number of Directors

(1)  The Lender Steering Committee will have the optmreduce the
number of members of the New Board they are edttte
nominate pursuant to Section 8.6.2(b)(i) or (bxffithe Plan from
seven or eight, respectively, to five.

(2) In the event the Lender Steering Committee dedmlesduce the
number of members of the New Board they are edtitle
nominate to five:

if the holders of the FairPoint Communications Wnsed Claims vote to accept
the Plan, then the number of directors servinghenNew Board will be reduced from nine to
seven and: (1) one member of the New Board withieechief executive officer of Reorganized
FairPoint Communications, (2) five members of trevNBoard will be nominated by the Lender
Steering Committee, and (3) one member of the Near@will be nominated by the steering
committee of the Ad Hoc Committee of Senior Noteleo$ (in consultation with the Creditors’
Committee and the other members of the Ad Hoc Cdteenof Senior Noteholders); provided
however that in the event that a member of the New Bbakinot been nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan by the Plan Sepynt filing deadline, then the Persons
described therein will lose their right to nominatemember of the New Board and the Lender
Steering Committee will have the right to nominateadditional member of the New Board;
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provided further, that if the Lender Steering Committegedmines not to nominate an
additional member of the New Board then the nunatbelirectors on the New Board will be
reduced to six; or

if the holders of FairPoint Communications Unsedutéaims vote to reject the
Plan, then the number of directors serving on tee/ Board will be reduced from nine to six
and: (1) one member of the New Board will be thiefclxecutive officer of Reorganized
FairPoint Communications, (2) any person previousisninated pursuant to Section
8.6.2(b)(i)(C) of the Plan will not be considered homination or election to the New Board,
and (3) five members of the New Board will be noatéd by the Lender Steering Committee;
provided howevey that if the Lender Steering Committee determim&sto nominate an
additional member of the New Board to replace tlavidual previously nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan then the numidedirectors on the New Board will be reduced
to five and four of such members of the New Boailtilve nominated by the Lender Steering
Committee.

(iv) Qualifications of Directors

A supermajority of the directors initially serviog the New Board (whether
pursuant to Section 8.6.2 or 8.6.3 of the Planl)lvélindependent Directors.

(v) Term of Office

The New Board will be classified into three class#h approximately one-third
of the directors sitting in each such class, unt¢sserwise determined by the Lender Steering
Committee in consultation with FairPoint. In adulit unless otherwise determined by the
Lender Steering Committee in consultation with Paint, (i) initially one of the classes will
have a one year term, one of the classes will havwe year term and one of the classes will
have a three year term, and (ii) the members df elass, other than the initial members of the
New Board serving in the two classes that williaily have less than a three year term, will be
elected for three year terms. The initial membd¢he New Board nominated by the steering
committee of the Ad Hoc Committee of Senior Noteleos will be classified in the class of
directors standing for election on or after thedl@nniversary of the Effective Date.

8. Officers of Reorganized FairPoint
(1) Generally

The executive officers of FairPoint immediatelyoprio the Effective Date will
serve as the initial officers of Reorganized FamPon and after the Effective Date. Such
officers will serve in accordance with applicabnrbankruptcy law, any employment
agreement with Reorganized FairPoint and, as apptepthe New Organizational Documents
or its existing articles of incorporation and bytaw
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(i) Assumption of Executive Agreements

On the Confirmation Date, and subject to the oenae of the Effective Date,
FairPoint will be deemed to have assumed the ExecAgreements.

9. Operations of FairPoint Between Confirmation and tre Effective Date

FairPoint will continue to operate as Debtors-irss&ssion during the period from the
Confirmation Date through and until the EffectivatP.

10. Revesting of Assets

Pursuant to section 1141(b) and (c) of the Banksu@de, except as otherwise provided
in the Plan, the property of the Estate and FaimRaill revest in Reorganized FairPoint on the
Effective Date of the Plan. From and after theeEiflve Date, Reorganized FairPoint may
operate its respective businesses and may user@aeqd dispose of property free of any
restrictions imposed under the Bankruptcy CodeBtekruptcy Rules and the Bankruptcy
Court. As of the Effective Date, all property @ifPoint and Reorganized FairPoint will be free
and clear of all Claims, Liens and interests, ekespspecifically provided in the Plan or in the
Confirmation Order. Without limiting the foregoinBeorganized FairPoint may, without
application to or approval by the Bankruptcy Copgy any reasonable fees and expenses
(including, without limitation, reasonable attorsefees and expenses) that Reorganized
FairPoint may incur after the Effective Date.

11. Dissolution of the Creditors’ Committee

On the Effective Date, except as provided below,Gheditors’ Committee will be
dissolved and the members thereof will be releaselddischarged of and from all further
authority, duties, responsibilities and obligatioekted to, arising from or in connection with
the Chapter 11 Cases, and the retention or empiayofieche Creditors’ Committee’s attorneys,
accountants and other agents, if any, will tern@inakcept for purposes of filing and prosecuting
applications for final allowances of compensationgrofessional services rendered and
reimbursement of expenses incurred in connectierethith.

12.  Effectuating Documents; Further Transactions

The chairman of the board of directors, the pregidée chief executive officer, the chief
financial officer, the executive vice president gaheral counsel, the controller or any other
appropriate officer of FairPoint or ReorganizedrPaint, as the case may be, will be, and hereby
are, authorized to execute, deliver, file, and rl@swch contracts, instruments, releases,
indentures, certificates, and other agreementeaurdents, and take such other actions as may
be necessary or appropriate to effectuate andeiuevidence the terms and conditions of the
Plan. The secretary or assistant secretary oPBait or Reorganized FairPoint will be
authorized to certify or attest to any of the faieg, if necessary.
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13. Preservation of Certain Causes of Action; Defenses

Except as otherwise provided in the Plan, in acmaecd with section 1123(b) of the
Bankruptcy Code, Reorganized FairPoint, as succegsonterest to FairPoint and its Estates,
will retain and may enforce FairPoint’s Causes ofidn that are property of FairPoint and its
Estates (including Avoidance Actions), and ReorgediFairPoint will retain and enforce all
defenses and counterclaims to all Claims assegaist FairPoint and its Estates, including, but
not limited to, setoff, recoupment and any rightder section 502(d) of the Bankruptcy Code.
Reorganized FairPoint may pursue such Causes airAcounterclaims and defenses, as
appropriate, in accordance with its best interestgletermined by Reorganized FairPoint.

14.  Cancellation of Existing Securities

On the Effective Date, except as otherwise providedherein, (a) all securities, equity
interests, notes, bonds, indentures and otheumsints or documents evidencing or creating any
indebtedness, or obligation of FairPoint, includimtghout limitation, the Prepetition Credit
Agreement, the Senior Notes and the Old FairPajuiitl Interests (except such equity interests,
notes or other instruments evidencing indebtedoesbligations of FairPoint that are Reinstated
under the Plan, including, without limitation, tBebsidiary Equity Interests) will be as against
FairPoint and its successors cancelled and exshgdi and (b) the obligations of FairPoint
under any agreements, indentures, or certificdtdsgignation governing any securities, equity
interests, notes, bonds, indentures and otheuimsints or documents evidencing or creating any
indebtedness, or obligation of FairPoint, includiwghout limitation, the Prepetition Credit
Agreement, the Senior Notes and the Old FairPaipitl Interests (except such equity interests,
notes or other instruments evidencing indebtedoesbligations of FairPoint that are Reinstated
under the Plan, including, without limitation, tBebsidiary Equity Interests), as the case may be,
will be fully released, terminated, extinguished @mschargedprovided, howeveitthat the
provisions of the Prepetition Credit Agreement gougg the relationship between the
Prepetition Credit Agreement Agent and the PrepaetiCredit Agreement Lenders, including but
not limited to those provisions relating to thehtigyof the Prepetition Credit Agreement Agent to
expense reimbursement, indemnification and otmeilasi amounts, will not be affected by and
will survive the Plan, entry of the Confirmationd@r and the occurrence of the Effective Date.

15. Long Term Incentive Plan

On the Effective Date, Reorganized FairPoint wélldeemed to have adopted the Long
Term Incentive Plan without any further action layrPoint, Reorganized FairPoint, Reorganized
FairPoint’s shareholders or the New Board.

16. Success Bonuses

On the Effective Date, Reorganized FairPoint wélldeemed to have adopted and
authorized the Success Bonuses without any fuettesn by FairPoint, Reorganized FairPoint,
Reorganized FairPoint’s shareholders or the Newdoa
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17. Indemnification; Directors & Officers Insurance

Reorganized FairPoint will assume all existing maéication obligations of FairPoint
in favor of the directors of FairPoint who held Bymsition on June 1, 2009 and thereafter, and
the officers of FairPoint listed daxhibit G to the Plan (collectively, the “Indemnified Persn
and the directors, officers and employees of Revzga FairPoint on and following the
Effective Date (whether such indemnification obligas are in FairPoint’s charter, bylaws,
contracts or otherwise); provided that ReorgankadPoint’s indemnification obligation to and
for the benefit of the Indemnified Persons willlimited in the aggregate to twenty million
dollars ($20,000,000.00) with respect to any Clagserted against such Indemnified Person that
arose prior to the Effective Date. In additiorlldwing the Effective Date, Reorganized
FairPoint will purchase director and officer liatyilinsurance for the directors and officers of
Reorganized FairPoint on a going-forward basigh@form and substance satisfactory to the
New Board). Nothing herein will be deemed to affeay applicable insurance coverage.

G. DISTRIBUTIONS UNDER THE PLAN
1. Distributions on Allowed Claims

Distributions with respect to holders of Alloweda®hs will only be made on a
Distribution Date. All Allowed Claims held by anglle creditor against a single entity within the
definition of “FairPoint” will be aggregated an@#ted as a single Claim against such entity. At
the written request of Reorganized FairPoint o@isbursing Agent, any creditor holding
multiple Allowed Claims will provide to Reorganiz&a@irPoint or the Disbursing Agent, as the
case may be, a single address to which any Disibiiwill be sent.

2. Date of Distributions

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

3. Disbursing Agent

Except as otherwise provided in Sections 9.6.2{d)%6.3 of the Plan, all Distributions
under the Plan will be made by Reorganized FaitFodammunications as Disbursing Agent or
such other Person designated by Reorganized FairEommunications as a Disbursing Agent.
No Disbursing Agent will be required to give anyndaoor surety or other security for the
performance of its duties.

4, Rights and Powers of Disbursing Agent

The Disbursing Agent will be empowered to (a) dff#tactions and execute all
agreements, instruments and other documents negésgeerform its duties under the Plan, (b)
make all Distributions contemplated hereby, (c) Eyprofessionals to represent it with respect
to its responsibilities and (d) exercise such opfmvers as may be vested in the Disbursing
Agent by order of the Bankruptcy Court, pursuarthi Plan or as deemed by the Disbursing
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Agent to be necessary and proper to implementrinagions of the Plan. In furtherance of the
rights and powers of the Disbursing Agent, the Dising Agent will have no duty or obligation
to make Distributions to any holder of an AllowelhiG unless and until such holder executes
and delivers, in a form acceptable to the Disbgrgigent, any documents applicable to such
Distributions.

5. Fees and Expenses of Disbursing Agent

Except as otherwise ordered by the Bankruptcy Cthetamount of any reasonable fees
and expenses incurred by the Disbursing Agent frothafter the Effective Date, including
reasonable fees and expenses of counsel, williderpp&ash by Reorganized FairPoint without
further order of the Bankruptcy Court within twerfB0) days of receipt of an invoice by
Reorganized FairPoint. In the event that ReorgahkzairPoint objects to the payment of such
invoice for post-Effective Date fees and expenseghole or in part, and the parties cannot
resolve such objection after good faith negotiattbe Bankruptcy Court will retain jurisdiction
to make a determination as to the extent to whiehirivoice will be paid by Reorganized
FairPoint.

6. Delivery of Distributions
0] Distributions to Last Known Address

Subject to Bankruptcy Rule 9010, all Distributidosany holder of an Allowed
Claim or Allowed Administrative Expense Claim whié made at the address of such holder as
set forth on the Schedules filed with the Bankry@ourt or on the books and records of
FairPoint or its agents, as applicable, unles¥eait or Reorganized FairPoint have been
notified in writing of a change of address by thiad of a proof of Claim by such holder that
contains an address for such holder different tharaddress of such holder as set forth on the
Schedules. Nothing in the Plan will require Reaiged FairPoint to attempt to locate any
holder of an Allowed Claim.

(i) Distributions to Prepetition Credit Agreement Agent

The Prepetition Credit Agreement Agent will be Bisbursing Agent for the
holders of all Prepetition Credit Agreement Claindgcordingly, Distributions for the benefit of
the holders of Prepetition Credit Agreement Clamisbe made to the Prepetition Credit
Agreement Agent. The Prepetition Credit Agreenfegent will, in turn, promptly administer
the Distributions to the holders of Allowed Prepet Credit Agreement Claims, in accordance
with the Plan and the Prepetition Credit Agreeméitte issuance and Distribution of the New
Common Stock and Cash Payment to the PrepetitiediChgreement Agent, and the issuance
and execution and delivery of the New Term Loan el deemed a Distribution to the
respective holders of Allowed Prepetition Credirédgment Claims. Upon delivery of the
Distributions required under the Plan as providethis paragraph, Reorganized FairPoint will
be released of all Liability with respect to theivry of such Distributions. The Prepetition
Credit Agreement Agent will be exculpated by altgeas from any and all Claims, Causes of
Action, and other assertions of liability arisingt @f the discharge of the powers and duties
conferred upon it as Disbursing Agent under the Blaany order of the Bankruptcy Court
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pursuant to or in furtherance of the Plan. No éplaf a Claim or an Equity Interest or other
party in interest will have or pursue any ClainGause of Action against the Prepetition Credit
Agreement Agent for making payments in accordanitie tve Plan or for implementing
provisions of the Plan in its capacity as Disbugsigent.

(i) Distributions to Indenture Trustee

The Indenture Trustee will be the Disbursing Adenthe holders of all Senior
Notes Claims. Accordingly, Distributions for thertefit of the holders of Allowed Senior Notes
Claims will be made to the Indenture Trustee. Haenture Trustee will, in turn, promptly
administer the Distributions to the holders of sAtlowed Senior Notes Claims, in accordance
with the Plan and the applicable Indentures. Tdemture Trustee, in its capacity as Disbursing
Agent, may transfer any such Distributions throtlghfacilities of DTC or another third-party
distribution agent. The issuance and Distributbthe New Common Stock and the New
Warrants to the Indenture Trustee will be deemBdstibution to the respective holders of
Allowed Senior Notes Claims. Upon delivery of Distributions required under the Plan as
provided in this paragraph, Reorganized FairPoilito@ released of all liability with respect to
the delivery of such Distributions.

7. Unclaimed Distributions

All Distributions under the Plan that are unclainfieda period of one (1) year after
Distribution thereof will be deemed unclaimed pnapender section 347(b) of the Bankruptcy
Code and revested in Reorganized FairPoint an@atiyement of any holder of any Claims to
such Distributions will be extinguished, discharged forever barred.

8. Distribution Record Date

The Claims register will be closed on the DistribntRecord Date, and any subsequent
transfer of any Claim will be prohibited. FairPband Reorganized FairPoint will have no
obligation to recognize any transfer of any sucaii@$ occurring after the close of business on
such date.

9. Manner of Payment

At the option of the Disbursing Agent, any Cashrpagt to be made hereunder may be
made by a check or wire transfer or as otherwigaired or provided in applicable agreements;
provided howevey that the Cash payment to the Prepetition Cregredment Agent in
accordance with Section 9.6.2(a) of the Plan vélhiiade by wire transfer and the Cash Payment
made to holders of Allowed Prepetition Credit Agnemt Claims in accordance with Section
5.4.2(c) of the Plan will be made by wire transfer.

10. Time Bar to Cash Payments by Check

Checks issued by, or on behalf of, FairPoint orrBaized FairPoint on account of
Allowed Claims will be null and void if not negote within ninety (90) days after the date of
issuance thereof. Requests for reissuance ofteegkavill be made in writing directly to
Reorganized FairPoint by the holder of the Allovidim with respect to which such check
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originally was issued on or before the later offihs anniversary of (a) the Effective Date and

(b) the date on which the Claim at issue becamgllawed Claim. After such dates, all Claims

in respect of void checks will be extinguishedctisrged and forever barred, and the proceeds of
such checks will revest in and become the propdrBeorganized FairPoint.

11. No Fractional Distributions

No fractional shares of New Common Stock or New Nfas for fractional shares of
New Common Stock will be distributed and no Caslhiva distributed in lieu of such fractional
shares or New Warrants for fractional shares. WamnDistribution pursuant to the Plan on
account of an Allowed Claim would otherwise resuithe issuance of fractional shares of New
Common Stock or New Warrants for fractional shattes actual Distribution of such fractional
shares will be rounded as follows: (@) fractiohsme-half (¥2) or greater will be rounded to the
next higher whole number and (b) fractions of ks one-half (Y2) will be rounded to the next
lower whole number, with no further payment thereféhe total number of authorized shares of
New Common Stock (including shares of New CommartiStssuable upon the exercise of
New Warrants) to be distributed to holders of AlemClaims will be adjusted as necessary to
account for the foregoing rounding.

12. Fractional Cents

Notwithstanding any other provision of the Plartite contrary, no payment of fractional
cents will be made pursuant to the Plan. Whenamgipayment of a fraction of a cent under the
Plan would otherwise be required, the actual istron made will reflect a rounding of such
fraction to the nearest whole penny (up or dowrth\ualf cents or more being rounded up and
fractions less than half of a cent being roundedrdo

13.  Setoffs and Recoupment

FairPoint may, but will not be required to, setadiinst or recoup from any Claim and
the payments to be made pursuant to the Planpecesf such Claim, any Causes of Action of
any nature whatsoever that FairPoint may have agtia applicable claimant, but neither the
failure to do so nor the allowance of any Claimelirder will constitute a waiver or release by
FairPoint or Reorganized FairPoint of any such €aws Action they may have against such
claimant.

14.  Allocation of Plan Distributions Between Principaland Interest

To the extent that any Allowed Claim entitled tBiatribution under the Plan consists of
indebtedness and other amounts (such as accruedhbait interest thereon), such Distribution
will be allocated first to the principal amounttbe Claim (as determined for federal income tax
purposes) and then, to the extent the considerakoeeds the principal amount of the Claim, to
such other amounts.
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15. Distributions After Effective Date

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

16. Interest on Claims

Except as specifically provided for in the Plarg @onfirmation Order or applicable law,
interest will not accrue on Claims, and no holddra Claim will be entitled to interest accruing
on or after the Petition Date on any Claim. Insekeill not accrue or be paid on any Disputed
Claim in respect of the period from the Petitiortd® the date a final Distribution is made
thereon if and after such Disputed Claim becomealimved Claim. Except as expressly
provided herein, no Prepetition Claim will be Alled/to the extent that it is for postpetition
interest or other similar charges.

17. No Distribution in Excess of Allowed Amount of Clam

Notwithstanding anything to the contrary herein hotder of an Allowed Claim will
receive in respect of such Claim any Distributiorexcess of the Allowed amount of such
Claim.

18.  Ordinary Course Post-Petition Liabilities

Subject to Section 3.1 of the Plan and exceptlarwise specifically provided for in the
Plan, holders of Claims against FairPoint (othant&laims for Professional Fees) based on
Liabilities incurred after the Petition Date in thlinary course of FairPoint’'s businesses will
not be required to file any request for paymerduath Claims with the Bankruptcy Court. Such
Claims will be assumed and paid by ReorganizedPeait in the ordinary course of business of
Reorganized FairPoint, in accordance with the teantssubject to the conditions of any
agreements governing, instruments evidencing aratbcuments relating to, the transaction
underlying such Claims, without any further actimynthe holders of such Claims.

19. Payment of Taxes on Distributions Received Pursuarnb the Plan

All Persons that receive Distributions under th@nRAdill be responsible for reporting and
paying, as applicable, taxes on account of suctribigions.

20. Estimation of Claims

FairPoint or Reorganized FairPoint, as applicablgy at any time request that the
Bankruptcy Court estimate any Contingent Claim,it¢glntlated Claim or Disputed Claim
pursuant to section 502(c) of the Bankruptcy Cadgardless of whether FairPoint or
Reorganized FairPoint, as applicable, previousjgabd to such Claim or whether the
Bankruptcy Court has ruled on any such objectiad, the Bankruptcy Court will retain
jurisdiction to estimate any Claim at any time dgrlitigation concerning any objection to any
Claim, including, without limitation, during the peéency of any appeal relating to any such
objection. In the event that the Bankruptcy Castimates any Contingent Claim, Unliquidated
Claim or Disputed Claim, the amount so estimatdtasnstitute either the Allowed amount of
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such Claim or a maximum limitation on such Claim datermined by the Bankruptcy Court. If
the estimated amount constitutes a maximum linoitatin the amount of such Claim, FairPoint
or Reorganized FairPoint, as applicable, may pussp@lementary proceedings to object to the
allowance of such Claim. All of the aforementiordglection, estimation and resolution
procedures are intended to be cumulative and radigixe of one another. Claims may be
estimated and subsequently compromised, settleddrawn or resolved by any mechanism
approved by the Bankruptcy Court.

21. Claims Reserves

On the Effective Date, and after making all Digitibns required to be made on the
Effective Date under the Plan, Reorganized FaitFoammunications will establish and
maintain a separate reserve (each, a “Re%eimeeach Class of Claims and Unclassified
Claims, which Reserve will be administered by Raaiged FairPoint Communications;
provided, howevetthat nothing herein will be deemed to requireegd®ve with respect to Tax
Claims against FairPoint Communications. For th@dance of doubt, a Reserve will be
established for all amounts referred to as “res€rireclauses (1) through (10) in Section
5.4.2(c) of the Plan other than clauses (3) andf(Section 5.4.2(c) of the Plan. To the extent
that Reserves are established and maintainedddrehefit of any holder of a Disputed Claim,
such Reserves will include an amount of New Com&tmtk, New Warrants and/or Cash, as the
case may be, equal to the Distributions that wbiakte been made to the holder of such Disputed
Claim if it were an Allowed Claim in an amount eftathe lesser of (i) the amount of the
Disputed Claim, (ii) the amount in which the DispaditClaim will be estimated by the
Bankruptcy Court pursuant to section 502 of thekBatcy Code for purposes of allowance,
which amount, unless otherwise ordered by the Bgytky Court, will constitute and represent
the maximum amount in which such Claim ultimatelgynbecome an Allowed Claim, or (iii)
such other amount as may be agreed upon by therhmiduch Disputed Claim and Reorganized
FairPoint.

All New Common Stock, New Warrants and Cash, aticaipe, allocable to a Class of
Claims or Unclassified Claims hereunder will bertdisited by Reorganized FairPoint to the
relevant Reserve on the Effective Date. Cash meRkserve will only be invested in Section 345
Securities. Each Reserve will be closed and euisingd by Reorganized FairPoint
Communications upon its determination that all fisttions of New Common Stock, New
Warrants and Cash required to be made under timg(&tlaer than those Distributions required to
be made to holders of Allowed Prepetition Creditéament Claims pursuant to Section 5.4.2(d)
of the Plan) have been made in accordance wittethes of the Plan. Upon closure of a
Reserve, all New Common Stock and New Warrants liedshin such Reserve will be subject to
re-Distribution to the applicable Class, as appetpr and all Cash will be distributed pursuant
to Section 5.4.2(d) of the Plan, all in accordanié the provisions of Section V of the Plan.

H. DISPUTED CLAIMS AND EQUITY INTERESTS UNDER THE PLAN
1. Objections

As of and following the Effective Date, objectiaies and requests for estimation of,
Administrative Expense Claims and Claims againgfeent may be interposed and prosecuted

76



only by Reorganized FairPoint. Such objections r@ugiests for estimation will be served on the
respective claimant and filed with the Bankrupt@u@ on or before the latest of: (a) one
hundred eighty days (180) after the Effective Dmtéb) such later date as may be fixed by the
Bankruptcy Court (the_“Objection Deadlifeprovided, howevetthat with respect to Claims
that, as of the Objection Deadline, are subjeet pending claim objection, contested matter, or
adversary proceeding (an “Initial Objectipmherein Reorganized FairPoint’s objection tolsuc
claim is ultimately denied, the Objection Deadhm# be extended to the later of sixty (60) days
from the date on which (i) the Bankruptcy Courtegatan order denying such Initial Objection or
(i) any appellate court enters a Final Order rewegy or vacating an order of the Bankruptcy
Court granting such Initial Objectioprovided, furtherthat with respect to Claims that (A) are
filed (whether as an amended Claim, new Claim tlemvise) after the Effective Date, and (B)
that are not otherwise subject to adjustment, ecfoam or disallowance pursuant to Sections
10.2, 10.3, 10.5, 10.6 and 10.7 of the Plan, thedcibn Deadline will be one hundred eighty
(180) days after the date on which such Claim wed.f Nothing herein will affect FairPoint’s

or Reorganized FairPoint’s ability to amend theesithes in accordance with the Bankruptcy
Code and the Bankruptcy Rules.

2. Adjustment to Certain Claims Without a Filed Objection

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

3. No Distributions Pending Allowance

Notwithstanding any other provision of the Plaranfy portion of a Claim or
Administrative Expense Claim is Disputed, no payhwerDistribution provided hereunder will
be made on account of such Claim or Administraixpense Claim unless and until such
Disputed Claim or Disputed Administrative Expendai@ becomes Allowed.

4, Distributions After Allowance

To the extent that a Disputed Claim or Disputed Adstrative Expense Claim
ultimately becomes an Allowed Claim or Allowed Adnsitrative Expense Claim, Distributions
(if any) will be made to the holder of such Allow€thim or Allowed Administrative Expense
Claim in accordance with the provisions of the Plan

5. Resolution of Administrative Expense Claims and Clens

As of and following the Effective Date, ReorganiZzerPoint will have the authority to
compromise, settle, otherwise resolve or withdraw@bjections to Administrative Expense
Claims and Claims against FairPoint and to compsensettle or otherwise resolve any
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Disputed Administrative Expense Claims and Disp@&ms against FairPoint without
approval of the Bankruptcy Court.

6. Disallowance of Certain Claims

Any Claims held by Persons from which propertyeisaverable under section 542, 543,
550, or 553 of the Bankruptcy Code or by a Perbahis a transferee of a transfer avoidable
under section 522(f), 522(h), 544, 545, 547, 548, & 724(a) of the Bankruptcy Code, will be
deemed disallowed pursuant to section 502(d) oBtrekruptcy Code, and such Persons may
not receive any Distributions on account of thdai@s until such time as such Causes of Action
against such Persons have been settled or a Fidaf @ith respect thereto has been entered and
all sums due, if any, to FairPoint by such Persawvetbeen turned over or paid to Reorganized
FairPoint.

7. Indenture Trustee as Claim Holder

Consistent with Bankruptcy Rule 3003(c), ReorgashizairPoint will recognize proofs of
Claims timely filed by the Indenture Trustee inpest of any Claims under the Indentures.
Accordingly, any Claim arising under the Indentum@®of of which is filed by the registered or
beneficial holder of Senior Notes, will be disalkavas duplicative of the Claim of the applicable
Indenture Trustee, without any further action & Bankruptcy Court.

8. Offer of Judgment

Reorganized FairPoint is authorized to serve upoolder of a Claim an offer to allow
judgment to be taken on account of such Claim, padsuant to Bankruptcy Rules 7068 and
9014, Federal Rule of Civil Procedure 68 will apfdysuch offer of judgment. To the extent the
holder of a Claim must pay the costs incurred bgrBanized FairPoint after the making of such
offer, Reorganized FairPoint is entitled to setsfth amounts against the amount of any
Distribution to be paid to such holder without dasther notice to or action, order, or approval
of the Bankruptcy Court.

9. Amendments to Claims

On or after the Effective Date, a Claim may nofileel or amended without the prior
authorization of the Bankruptcy Court or ReorgadiEairPoint and any such new or amended
Claim filed without prior authorization will be dexd disallowed in full and expunged without
any further action.

10. Claims Paid and Payable by Third Parties

A Claim will be disallowed without a Claims objemti having to be filed and without any
further notice to or action, order or approvallad Bankruptcy Court, to the extent that the
holder of such Claim receives payment in full onamt of such Claim from a party that is not
FairPoint or Reorganized FairPoint. No Distribnsainder the Plan will be made on account of
an Allowed Claim that is payable pursuant to onEaifPoint’s Insurance Policies until the
holder of such Allowed Claim has exhausted all rdiegwith respect to such Insurance Policy.
To the extent that one or more of FairPoint’s lessiiagrees to satisfy in full a Claim (if and to
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the extent adjudicated by a court of competensgliction), then immediately upon such
insurers’ agreement, such Claim may be expunged fhe@ Claims register without a Claims
objection having to be filed and without any furthetice to or action, order or approval of the
Bankruptcy Court.

l. EXECUTORY CONTRACTS AND UNEXPIRED LEASES UNDER THE PLAN

Section 365 of the Bankruptcy Code provides FamPwith the power, subject to the
approval of the Bankruptcy Court, to assume orctejeexpired leases and executory contracts.
If an executory contract is rejected, the non-depéoty to the agreement may file a claim for
damages incurred by reason of the rejection. Ttles@s for damages are treated as prepetition,
general Unsecured Claims. Rejection of unexpiea@dés of real property is subject to certain

limitations |mposed by sectlon 502(b) of the Barpitcgr Codewﬂng
f

1. Assumption or Rejection of Executory Contracts andJnexpired Leases
0] General

Pursuant to sections 365(a) and 1123(b)(2) of tnekBiptcy Code, all executory
contracts and unexpired leases that exist betwagRdint and any Person will be deemed
assumed by FairPoint as of the Effective Date, gixice any executory contract or unexpired
lease (a) that has been assumed or rejected pttewmmorder of the Bankruptcy Court entered
prior to the Effective Date, (b) as to which a matfor approval of the assumption or rejection
of such executory contract or unexpired lease bas filed and served prior to the Effective
Date, or (c) that is specifically designated asm@tmact or lease to be rejected on Schedules
11.1(A) (executory contracts) or 11.1(B) (unexpiteases), which schedules will be contained in
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the Plan Supplementrovided, howevetthat FairPoint reserves the right, on or priothi®
Effective Date, to amend Schedules 11.1(A) and(B).tb delete any executory contract or
unexpired lease therefrom or add any executoryraochnor unexpired lease thereto, in which
event such executory contract(s) or unexpired (easell be deemed to be either assumed or
rejected, respectively, as provided in such amesdbddules, as of the Effective Date.
FairPoint will provide notice of any amendments$thedules 11.1(A) and/or 11.1(B) to the
parties to the executory contracts and unexpirasele affected thereby. The listing of a
document on Schedules 11.1(A) or 11.1(B) will nmtstitute an admission by FairPoint that
such document is an executory contract or an unexpease or that FairPoint has any liability
thereunder. For the purpose of the Plan, the waniegulatory consent orders to which FairPoint
was a party with the MPUC, the VDPS and the NHPWG@he Petition Date will not be deemed
to be executory contracts governed by Section XhefPlan.

2. Inclusiveness

Unless otherwise specified on Schedules 11.1(A)lat(B) of the Plan Supplement, each
executory contract and unexpired lease listed betbsted therein will include any and all
modifications, amendments, supplements, restatenoerdther agreements made directly or
indirectly by any agreement, instrument or othesuhoent that in any manner affects such
executory contract or unexpired lease and all eéxegwontracts or unexpired leases appurtenant
to the premises thereof, including all easememsnses, permits, rights, privileges, immunities,
options, rights of first refusal, powers, uses,fusis, reciprocal easement agreements, vaults,
tunnel or bridge agreements or franchises and #gr interests in real estate or rights in rem
related to the premises thereof, in each caseputittegard to whether such agreement,
instrument or other document is listed on Schedide$(A) or 11.1(B) of the Plan Supplement.

3. Provisions Related to Cure Payments and Rejectionddnages

0] Approval of Assumption and Rejection of Executogn@acts and
Unexpired Leases

The Confirmation Order will constitute an ordertloé Bankruptcy Court approving the
assumptions or rejections described in Section @fltBe Plan pursuant to sections 365 and 1123
of the Bankruptcy Code as of the Effective Dateny Aounterparty to an executory contract or
unexpired lease that fails to object timely to pineposed assumption or rejection of such
executory contract or unexpired lease, includingading to the cure amount designated by
FairPoint as payable in connection with an asswnptvill be deemed to have consented to such
assumption or rejection and agreed to the spedfig@ amount.

1. Claims on Account of the Rejection of Execut@ontracts or Unexpired Leases

All proofs of Claims arising from the rejection @tecutory contracts or unexpired leases
pursuant to the Plan must be filed with the BantayCourt and served upon FairPoint or
Reorganized FairPoint, as applicable, no later thaty (30) days after the later of (a) notice of
entry of an order approving the rejection of sucboaitory contract or unexpired lease, (b) notice
of entry of the Confirmation Order and (c) notidean amendment to the schedule of rejected
contracts.
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Any Person that is required to file a proof of Glarising from the rejection of an
executory contract or an unexpired lease that faitsnely do so will be forever barred,
estopped and enjoined from asserting such Claicthsaoh Claim will not be enforceable,
against FairPoint or Reorganized FairPoint or th&ate and their respective properties, and
FairPoint and Reorganized FairPoint and the Estatdgheir respective properties will be
forever discharged from any and all Liability witspect to such Claim unless otherwise ordered
by the Bankruptcy Court or as otherwise providegtime All such Claims will, as of the
Effective Date, be subject to permanent injunction.

2. Procedures for Counterparties to Executory f2otg and Unexpired Leases Assumed
Pursuant to the Plan

() (@) Any monetary defaults under each executontm@act and unexpired lease
to be assumed pursuant to the Plan will be sadisfiersuant to section 365(b)(1)
of the Bankruptcy Code, by payment of the defambant in Cash on the
Effective Date or as soon thereafter as practicaBtdeast twenty (20) days prior
to the Confirmation Hearing, FairPoint will providetices of proposed
assumption and proposed Cure amounts to be sapptizable third parties, the
Lender Steering Committee and the Creditors’ Cottemit In the event that
FairPoint does not propose a Cure amount to betae¢né applicable third party,
the cure amount for such third party’s executonytact or unexpired lease will
be deemed to be zero dollars ($0.00). Any objadipa counterparty to an
executory contract or unexpired lease to a propassdmption or related cure
amount must be filed, served and actually recebyeBairPoint at least ten (10)
days prior to the Confirmation Hearing. Any couptaty to an executory
contract and unexpired lease that fails to objewtly to the proposed assumption
or cure amount will be deemed to have assentedcto matters.

(b) In the event of a dispute regarding (1) the am@f any payments to cure
such a default, (2) the ability of Reorganized Faint or any assignee to provide
“adequate assurance of future performance” (withémeaning of section 365 of
the Bankruptcy Code) under the contract or leasetassumed or (3) any other
matter pertaining to assumption, the cure paynmeapsired by section 365(b)(1)
of the Bankruptcy Code will be made following therg of a Final Order or
orders resolving the dispute and approving themaptian, unless otherwise
agreed between FairPoint or Reorganized FairPasnthe case may be, and the
counter party to such executory contract or unexpiease. If any objection to
cure is sustained by the Bankruptcy Court, FairRaints sole option, may elect
to reject such executory contract or unexpireddeadieu of assuming it.

(i) Notwithstanding Section 11.3.1(b)(i) of the RJdo the extent (1)
FairPoint is a party to any contract, lease oro#geeement providing for the
purchase, by a third party, of access to FairPoiatilities or services, (2) any
such agreement constitutes an executory contractexpired lease and (3) such
agreement (a) has not been assumed or rejectedbptite a Final Order of the
Bankruptcy Court, (b) is not subject to a pendingion for reconsideration or
appeal of an order authorizing the assumptionjectien of such executory
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contract or unexpired lease, (c) is not subjeet haotion to assume or reject such
executory contract or unexpired lease filed onrmrgo the Effective Date, or (d)
is not identified for rejection on Schedules 11 J16A11.1(B) of the Plan
Supplement, then such agreement will be assumefitas Effective Date by
FairPoint, in accordance with the provisions arglireements of sections 365 of
the Bankruptcy Code. No Cure will be paid and tieeoform of refund or billing
credit will be given in connection with the assuimptof such an agreement

4. Indemnification Obligations

Except as specifically set forth in Section 8.16haf Plan, as of the Effective Date,
FairPoint and Reorganized FairPoint will have notowing indemnification obligations under
any of its executory contracts.

5. Insurance Policies

Unless specifically rejected by order of the Bapkey Court, all of FairPoint’s Insurance
Policies which are executory, if any, and any agwgs, documents or instruments relating
thereto, will be assumed under the Plan. Nothorgained in Section 11.5 of the Plan will
constitute or be deemed a waiver of any Cause tbAthat FairPoint or Reorganized FairPoint,
as applicable, may hold against any Person, inetydvithout limitation, the Insurer, under any
of FairPoint’s Insurance Policies.

0. Benefit Plans

Notwithstanding anything contained in the Planh® ¢ontrary, unless rejected by order
of the Bankruptcy Court, Reorganized FairPoint wilhtinue to honor, in the ordinary course of

business, the Benefit Plans of FairPpintluding-Benefit-Plans-and-programs-subjecetdions
1114-and-1129(a)13)-of the Bankruptey-Caaltered into before or after the Petition Date and

not since terminated.
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7. Retiree Benefits

On and after the Effective Date, pursuant to sactib29(a)(13) of the Bankruptcy Code,
Reorganized FairPoint will continue to pay all me#i benefits of FairPoint (within the meaning
of and subject to section 1114 of the Bankruptcg&)dor the duration of the period for which
the FairPoint entities had obligated themselvgedeide such benefits and subject to the right of
Reorganized FairPoint to modify or terminate siatiree benefits in accordance with the terms
thereof.

8. Amended Collective Bargaining Agreements

On the Effective Date, the collective bargainingeggnents by and between Northern
New England Telephone Operations LLC and Telepl@merating Company of Vermont LLC
(the two companies doing business as FairPoint Qamuations) and International Brotherhood
of Electrical Workers, AFL-CIO Locals 2320, 232édas2327 and Communications Workers of
America, AFL-CIO will be deemed automatically assainas amended by the Labor MOU.

J. CONDITIONS PRECEDENT TO THE EFFECTIVE DATE
1. Conditions Precedent to Effectiveness

The Effective Date will not occur and the Plan widit become effective unless and until
the following conditions are satisfied in full oewed in accordance with Section 12.2 of the
Plan:

0] the terms of the Plan, the Disclosure Statementtanélan Supplement
will be reasonably satisfactory to the Lender Stge€Committee;

(i) the Bankruptcy Court will have entered the ConfitimaOrder which will
have become a Final Order,

(i) the treatment of inter-company claims and the agsiom of post-
reorganization operating contracts will be reasgnsdtisfactory to the Lender Steering
Committee;
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(iv) the conditions precedent to the effectiveness@iNbw Revolver will
have been satisfied or waived by the parties tbexetl Reorganized FairPoint will have access
to funding under the New Revolver;

(v) the conditions precedent to the effectivenessefNbéw Term Loan will
have been satisfied or waived by the parties tbgret

(vi) all actions and all agreements, instruments orratbeuments necessary
to implement the terms and provisions of the Planeffected or executed and delivered, as
applicable and will be reasonably acceptable td_tdmaler Steering Committee;

(vii) all authorizations, consents and regulatory appsovalings, letters, no-
action letters, opinions or documents, if any, #r@tnecessary to implement the Plan or that are
required by FairPoint or applicable law, regulatosrorder, in connection with the
consummation of the Plan will have been obtainatireot revoked (including any approvals
required by the Regulatory Settlements);

(viii) the Labor MOU will have been ratified by the apabée union
membership; and

(ix) applicable regulatory approvals from the Federah@minications
Commission and from state regulatory authoritiesariain states in which it operates, including
the approval of the change of control applicatiand the related Regulatory Settlements, will
have been obtained or FairPoint will have obta@edling from the Bankruptcy Court to the
effect that the state regulations requiring sugjuliaory approvals are pre-empted by the
Bankruptcy Code.

2. Waiver of Conditions

Each of the conditions precedent in Section 12thePlan may be waived, in whole or
in part, by FairPoint, except with respect to tbaditions precedent set forth in Sections 12.1
(@), (b), (c), (e), (), (g), (h) and (i) of theddl which will require the consent of the Lender
Steering Committee (such consent not to be unreddpwithheld, conditioned or delayed).
Any such waivers may be effected at any time, withmtice, without leave or order of the
Bankruptcy Court and without any formal action ba part of the Bankruptcy Court.

3. Satisfaction of Conditions

Except as expressly provided or permitted in tlanPany actions required to be taken on
the Effective Date will take place and will be deshto have occurred simultaneously, and no
such action will be deemed to have occurred padhé taking of any other such action. In the
event that one or more of the conditions specifieSection 12.1 of the Plan will have not
occurred or otherwise been waived pursuant to @edi?2.2 of the Plan, (a) the Confirmation
Order will be vacated, (b) FairPoint and all hoklef Claims and interests, including any Equity
Interests, will be restored to tk&atus quo antas of the day immediately preceding the
Confirmation Date as though the Confirmation Dageer occurred and (c) FairPoint’s
obligations with respect to Claims and Equity lests will remain unchanged and nothing
contained herein will constitute or be deemed argrabr release of any Claims or Equity
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Interests by or against FairPoint or any other &eos to prejudice in any manner the rights of
FairPoint or any Person in any further proceedingslving FairPoint.

K. EFFECT OF CONFIRMATION
1. Binding Effect

Subject to the occurrence of the Effective Dateana after the Confirmation Date, the
provisions of the Plan will bind any holder of aa{®h against, or Equity Interest in, FairPoint and
such holder’s respective successors and assigesh&rtor not the Claim or Equity Interest of
such holder is Impaired under the Plan, wheth@obisuch holder has accepted the Plan and
whether or not such holder is entitled to a Disttitin under the Plan.

2. Discharge of Claims and Termination of Old FairPoirt Equity Interests

Except as provided in the Plan, the rights afforgeaihd the payments and Distributions
to be made under the Plan will terminate all Ol@dF@int Equity Interests and will discharge all
existing Liabilities and Claims of any kind, naturedescription whatsoever against or in
FairPoint or any of its assets or properties tdftiiest extent permitted by section 1141 of the
Bankruptcy Code. Except as provided in the Plarthe Effective Date, all existing Claims
against FairPoint and Old FairPoint Equity Intesegill be, and will be deemed to be, released,
terminated, extinguished and discharged, and &dlens of such Claims and Old FairPoint
Equity Interests will be precluded and enjoinedrfrasserting against Reorganized FairPoint,
their successors and assigns and any of theircigpassets or properties, any other or further
Claim or Old FairPoint Equity Interests based upoy act or omission, transaction or other
activity of any kind or nature that occurred ptiothe Effective Date, whether or not such holder
has filed a proof of Claim or proof of interest amdether or not the facts or legal bases therefore
were known or existed prior to the Effective Date.

3. Discharge of Debtors

On the Effective Date, in consideration of the Blsitions to be made under the Plan and
except as otherwise expressly provided in the Rlach holder (as well as any trustees and
agents on behalf of each holder) of a Claim or EdaPoint Equity Interest and any Affiliate of
such holder will be deemed to have forever waiveldased and discharged FairPoint, to the
fullest extent permitted by section 1141 of the Baptcy Code, of and from any and all Claims,
Old FairPoint Equity Interests, rights and Lialogig that arose prior to the Effective Date. Upon
the Effective Date, all such Persons will be forguecluded and enjoined, pursuant to section
524 of the Bankruptcy Code, from prosecuting oedsy) any such discharged Claim against, or
terminated Old FairPoint Equity Interest in, FairRo

4, Reservation of Causes of Action/Reservation of Rig$

Except with respect to the Released Parties, ngpttontained in the Plan will be deemed
to be a waiver or the relinquishment of any Caudesction that FairPoint or Reorganized
FairPoint, as applicable, may have or may choossgert against any Person.
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L. EXCULPATION; RELEASE; INJUNCTION AND RELATED PROVIS IONS
1. Exculpation

For purposes of the Plan, Released Parties will ihae (a) the current or former
directors, officers, employees, Affiliates, agentsccountants, financial advisors, investment
bankers, restructuring advisors, attorneys and repesentatives, and other professionals of
or to FairPoint and the Debtors-in-Possession whasved or were employed in such
capacities after the Petition Date, and each of tiverespective agents and representatives
(b) the Prepetition Credit Agreement Agent, (c) Prpetition Credit Agreement Lenders, (d)
the Consenting Lenders, (e) the Lender Steering Camittee, (f) the DIP Agent, (g) the DIP
Lenders, (h) Bank of America, in its capacity as Bbursing Agent, (i) the members of the
Ad Hoc Committee of Senior Noteholders, and (j) foeach of (b) through (i), their
respective officers, directors, employees, Affili&s, agents, partners, members,
representatives, employees, financial advisors, iegtment bankers, restructuring advisors,
attorneys and other professionalsprovided, howeverf no Distributions are made on
account of Class 7 FairPoint Communications Unseced Claims in accordance with
Section 5.7.2(b) of the Plan, then clause 1.109¢f)the Plan will be deemed to be deleted
from this definition and the members of the Ad HoadCommittee of Senior Noteholders (and
their respective officers, directors, employees, Afiates, agents, partners, members,
representatives, employees, financial advisors, iegtment bankers, restructuring advisors,
attorneys and other professionals) will not be inelded within this definition of Released
Parties.

None of FairPoint, the Debtors-in-Possession, thegl@rganized Debtors, and the
other Released Parties will have or incur any liabity for any Claim, Cause of Action or
other assertion of Liability for any act taken or anitted to be taken in connection with,
relating to or arising out of the Chapter 11 Caseghe formulation, dissemination,
implementation, approval, confirmation, consummatia or administration of the Plan,
property to be distributed under the Plan or any oher act or omission in connection with,
relating to or arising out of the Chapter 11 Caseghe Plan, the Disclosure Statement or any
contract, instrument, document or other agreement elated thereto;provided however that
the foregoing will not affect the Liability of any Person resulting from any such act or
omission to the extent such act or omission is deteined by a Final Order to have
constituted willful misconduct,_fr r negligen riminal con r f
fiduciary duty (to the extent applicable) andultra viresacts This exculpation will be in
addition to, and not in limitation of, all other releases, indemnities, discharges and any
other applicable law or rules protecting such Persas from liability. Eurthermore, this

exculpation is not intended to violate any requirerant of the New York Rules of

Professional Conduct.

2. Releases

Effective as of the date the Plan is confirmed, bugubject to the occurrence of the
Effective Date, and in consideration of the serviseof the Released Patrties, to the fullest
extent permissible under applicable law, as such\wamay be extended or interpreted
subsequent to the Effective Date, FairPoint, theirespective Estates, Reorganized FairPoint
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and each Person who, directly or indirectly, has Hd, holds, or may hold Claims or Old
FairPoint Equity Interest will release, waive and dscharge unconditionally and forever
each of the Released Parties from any and all ClasnCauses of Action and Liabilities
whatsoever (including those arising under the Bankuptcy Code), whether known or
unknown, foreseen or unforeseen, existing or hereafiter arising in law, equity, or
otherwise, based in whole or in part on any act, oission, transaction, event or other
occurrence: (a) taking place before the Petition &te 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, theonsummation thereof, the
administration thereof or the property to be distributed thereunder; provided that the
foregoing will not operate as a waiver of or reIe&sfrom any Causes of Actlon resultlng
from the willful misconduct,_fraud
@MMM any Released Partyprowded further
that solely with respect to any Person (other thafairPoint, their respective Estates, or
Reorganized FairPoint) who does not vote to accefite Plan or who is not deemed to have
accepted the Plan, the release by such Person olyasf the Released Parties will be solely to
the extent that such Released Party would have a @iEffective Date indemnification claim
against FairPoint; provided further that (i) the foregoing releases will not apply to
obligations arising under the Plan, and (ii) the foegoing releases will not be construed to
prohlblt a party in mterest from seeklng to enforce the terms of the Plan Furthermgre, the

3. Avoidance Actions/Objections

Other than any releases granted herein, by theit@atfon Order or by Final Order of
the Bankruptcy Court, as applicable, from and dfterEffective Date, Reorganized FairPoint
will have the right to prosecute any and all avoimaor equitable subordination actions,
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recovery Causes of Action and objections to Claimger sections 105, 502, 510, 542 through
551, and 553 of the Bankruptcy Code that belorfeaioPoint or a Debtor-in-Possession.

4, Injunction or Stay

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

Except as otherwise expressly provided for in thel&n, from and after the Effective
Date, all Persons will be precluded from assertinggainst FairPoint, the Debtors-in-
Possession, FairPoint’'s Estates, Reorganized Fairiag the Released Parties, and their
respective assets and properties, any other Claines 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 dall Claims and Equity Interests
therein will be in exchange for and in complete s&faction of all Claims and Equity
Interests of any nature whatsoever, including, witbut limitation, any interest accrued on
Claims from and after the Petition Date, against FaPoint or any of their respective assets,
properties or Estates. On the Effective Date, aluch Claims against, and Equity Interests
in FairPoint will be fully released and discharged.
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the Released Parties. This paragraph, however, sha no way affect or limit the
ischar ran FairPoint under ions 52 1141 of the Bankr

M. RETENTION OF JURISDICTION

The Bankruptcy Court will have exclusive jurisdastiof all matters in connection with,
arising out of, or related to the Chapter 11 Casebthe Plan pursuant to, and for the purposes
of, sections 105(a) and 1142 of the Bankruptcy Couaduding, without limitation, to:

0] hear and determine pending applications for themapion or rejection of
executory contracts or unexpired leases and tbevatice of Cure amounts and Claims resulting
therefrom;

(i) determine any and all adversary proceedings, ajaits and contested
matters;

(i) hear and determine all applications for compensatitd reimbursement
of expenses under sections 330, 331 and 503(bhed3ankruptcy Code;

(iv) hear and determine any timely objections to, ouests for estimation of
Disputed Administrative Expense Claims and Disp@&ms, in whole or in part;

(V) enter and implement such orders as may be apptemithe event the
Confirmation Order is for any reason stayed, redpkeodified or vacated;

(vi) issue such orders in aid of execution of the Rtathe extent authorized
by section 1142 of the Bankruptcy Code;

(vii) consider any amendments to or modifications oflaa or to cure any
defect or omission, or reconcile any inconsistenmcgny order of the Bankruptcy Court,
including, without limitation, the Confirmation Ced

(viii) hear and determine disputes or issues arisingrinezion with the
interpretation, implementation or enforcement @f fHan, the Confirmation Order, any
transactions or payments contemplated hereby cgliigany agreement, instrument, or other
document governing or relating to any of the foragmr any settlement approved by the
Bankruptcy Courtprovided, howevetthat any dispute arising under or in connectidth the
New Term Loan and the New Revolver will be deterdim accordance with the governing law
designated by the applicable documents;

(ix) hear and determine matters concerning state, &mchfederal taxes in
accordance with sections 346, 505 and 1146 of #nkiiptcy Code (including, without
limitation, any request by FairPoint), prior to th#ective Date or request by Reorganized
FairPoint after the Effective Date for an expediietermination of tax issues under section
505(b) of the Bankruptcy Code;
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(x) hear and determine all disputes involving the exis¢, scope and nature
of the discharges granted under the Plan, the @oafiion Order or the Bankruptcy Code;

(xi) issue injunctions and effect any other actions vy be necessary or
appropriate to restrain interference by any Pevgitinthe consummation, implementation or
enforcement of the Plan, the Confirmation Ordeary other order of the Bankruptcy Court;

(xii) determine such other matters and for such othgrgses as may be
provided in the Confirmation Order;

(xiii) hear and determine any rights, Claims or Causéstdn held by or
accruing to FairPoint pursuant to the Bankruptcg€or pursuant to any federal or state statute
or legal theory;

(xiv) recover all assets of FairPoint and property off@int’s Estates,
wherever located;

(xv) enter a final decree closing the Chapter 11 Cases;
(xvi) hear any other matter not inconsistent with thekBaptcy Code.
N. MISCELLANEOUS PROVISIONS

Section XVI of the Plan provides for certain adulitl provisions including, but not
limited to, effectuating documents and further siations, withholding and reporting
requirements, corporate action, modification of Btk@n, revocation or withdrawal of the Plan,
the Plan Supplement, payment of statutory feesppken from transfer taxes and expedited tax
determination.

VII.
CERTAIN FACTORS TO BE CONSIDERED

HOLDERS OF ALLOWED CLAIMS IN THE VOTING CLASSES SHALD READ
AND CONSIDER CAREFULLY THE FACTORS SET FORTH BELOWS WELL AS THE
OTHER INFORMATION SET FORTH IN THIS DISCLOSURE STAMENT (AND THE
DOCUMENTS DELIVERED TOGETHER HEREWITH AND/OR REFER® TO HEREIN),
PRIOR TO VOTING TO ACCEPT OR REJECT THE PLAN. THERISK FACTORS
SHOULD NOT, HOWEVER, BE REGARDED AS CONSTITUTING BHONLY RISKS
INVOLVED IN CONNECTION WITH THE PLAN AND ITS IMPLEMENTATION.

A. GENERAL CONSIDERATIONS

The formulation of a reorganization plan is theapipal purpose of a chapter 11 case.
The Plan sets forth the means for satisfying thi®ua Claims against FairPoint. Reorganization
of FairPoint under the proposed Plan also avoidgttentially adverse impact of a liquidation
on employees of FairPoint and on many of its custsirsuppliers and trade vendors.
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B. CERTAIN BANKRUPTCY CONSIDERATIONS
1. Parties-in-Interest May Object to FairPoint’s Classfication of Claims

Section 1122 of the Bankruptcy Code provides thaaa may place a Claim in a
particular class only if such Claim is substanyiglimilar to the other Claims in such class.
FairPoint believes that the classification of Claiomder the Plan complies with the requirements
set forth in the Bankruptcy Code because FairRwgdted nine Classes of Claims, each
encompassing Claims that are substantially sirtoléine other Claims in each such class.
Nevertheless, there can be no assurance the Baok@purt will reach the same conclusion.

2. Failure to Satisfy Vote Requirement

If votes are received in number and amount sufficie enable the Bankruptcy Court to
confirm the Plan, FairPoint intends to seek, asnmity as practicable thereafter, confirmation of
the Plan. In the event that sufficient votes areraceived, FairPoint may seek to accomplish an
alternative chapter 11 plan of reorganization. rélean be no assurance that the terms of any
such alternative chapter 11 plan of reorganizationld be similar or as favorable to the holders
of Allowed Claims as those proposed in the Plan.

3. Risk of Non-Confirmation of Plan; Feasibility

Even if all Impaired Classes of Claims accept erdgemed to have accepted the Plan,
or, with respect to a Class that rejects or is dzbta reject the Plan, the requirements for
“cramdown” are met, the Bankruptcy Court, which exercise substantial discretion, may
determine that the Plan does not meet the requirenier confirmation under section 1129(a)
and (b) of the Bankruptcy Cod&ee Section X.C. (“Confirmation of the Plan—Requirents
for Confirmation of the Plan”). Section 1129(a) of the Bankruptcy Code requaeasyng other
things, a demonstration that the confirmation effan will not be followed by liquidation or
need for further financial reorganization of FairR@nd that the value of distributions to
creditors who vote to reject the Plan not be lkas the value of distributions such creditors
would receive if FairPoint were liquidated undeapter 7 of the Bankruptcy Cod&ee Section
X.C.1 (“Confirmation of the Plan—Requirements for @firmation of the
Plan—Requirements of Section 1129(a) of Bankrupt€pde”). Although FairPoint believes
that the Plan will meet the requirements for canéition, there can be no assurance that the
Bankruptcy Court will reach the same conclusion.

4. Non-Consensual Confirmation

If any Impaired Class of Claims rejects the Plathgyrequisite statutory voting
thresholds provided in sections 1126(c) or 1126{dhe Bankruptcy Code, as applicable,
FairPoint may (i) seek confirmation of the Plamfrthe Bankruptcy Court by employing the
“cramdown” procedures set forth in section 112@fthe Bankruptcy Code and/or (i) modify
the Plan in accordance with Section 16.4 theréobrder to confirm the Plan under section
1129(b), the Bankruptcy Court must determine tims&ddition to satisfying all other
requirements for confirmation, the Plan “does nstidminate unfairly” and is “fair and
equitable” with respect to each impaired Class tiaatnot accepted the Plan. Seetion X.C.5
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(“Confirmation of the Plan—Requirements for Confirmtion of the Plan—Requirements of
Section 1129(b) of Bankruptcy Code”)

If the Bankruptcy Court determines that the Plaslates section 1129 of the Bankruptcy
Code in any manner, including, but not limitedttee cramdown requirements under section
1129(b) of the Bankruptcy Code, FairPoint resethiesight to amend the Plan in such manner
So as to satisfy the requirements of section 1128eoBankruptcy Code. Such amendments may
include, but are not limited to, the alteratiorebmination of Distributions to various Classes.

5. FairPoint May Object to the Amount of a Claim

Except as otherwise provided in the Plan, FairP@s¢rves the right to object to the
amount of any Claim under the Plan. The estimsgé$orth in this Disclosure Statement cannot
be relied on by any holder of a Claim where sudhir@lis subject to an objection. Any holder of
a Claim that is subject to an objection thus mayraceive its expected share of the estimated
distributions described in this Disclosure Statetnen

6. Risk of Not Receiving Regulatory Approvals

Reorganized FairPoint may require regulatory apgsofrom the FCC and from the state
regulatory authorities in certain of the statewimch it operates relating to the Plan. FairPoint
has initiated discussions with the various reguasuithorities to obtain such regulatory
approvals concurrently with its efforts to obtappeoval of the Plan, which regulatory approvals
could result in a postponement of the EffectiveeDdtairPoint will use reasonable efforts to
obtain necessary regulatory approvals as quickpoasible. However, FairPoint has no control
over the timeliness of its receipt of such regulagpprovals and can offer no assurance as to
such timing, or as to whether it will, in fact, edee regulatory approvals. To the extent
FairPoint does not obtain approval from the statgilatory authorities with respect to the
transactions contemplated in the Plan, it resetfwesight to seek a ruling from the Bankruptcy
Court to the effect that the state regulations iraggisuch regulatory approvals are pre-empted
by the Bankruptcy CodeSee Section V.F.1 (“Overview of Chapter 11 Cases-hedtMaterial
Information—PUC Negotiations”).

7. Contingencies Not to Affect Votes of Impaired Classs to Accept or Reject
the Plan

The distributions available to holders of Allowethiths under the Plan can be affected
by a variety of contingencies, including, withoumitation, whether the Bankruptcy Court orders
certain Allowed Claims to be subordinated to otowed Claims. The occurrence of any and
all such contingencies, which could affect disttibas available to holders of Allowed Claims
under the Plan, will not affect the validity of thete taken by the Impaired Classes to accept or
reject the Plan or require any sort of revote leylthpaired Classes.

8. Risk of Liquidation

If the Plan is not confirmed and consummated, tharebe no assurance that FairPoint’s
Chapter 11 Cases will continue rather than be abede¢o a liquidation, or that any alternative
plan of reorganization would be on terms as faverabholders of Claims as the terms of the
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Plan. If a liquidation or protracted reorganizatiwere to occur, the distributions to holders of
Allowed Claims under the Plan would be drasticediguced. FairPoint believes that, in a
liquidation under chapter 7, before holders of wial Claims received any distributions,
additional administrative expenses of a chaptenstée and such trustee’s attorneys, accountants
and other professionals would cause a substamtihdtion in the value of its Estate. In

addition, certain additional Claims would ariserbgison of the liquidation under chapter 7 and
from the rejection of unexpired leases and othecetory contracts in connection with the
possible cessation of certain of FairPoint’s openat

FairPoint has prepared, with its advisors’ asstsathe liquidation analysis as set forth
on Exhibit C hereto (the “Liquidation Analysiy which is premised on a hypothetical
liquidation in a chapter 7 case. In the analys@rPoint has taken into account the nature, status
and underlying value of its assets, the ultima#dizable value of its assets, and the extent to
which such assets are subject to liens and sedntrdrests. Based on this analysis, it is likely
that a liquidation of the operations of FairPoirul produce less value for distribution to
creditors than that recoverable in each instandeuthe Plan.

C. FACTORS THAT MAY AFFECT THE VALUE OF DISTRIBUTIONS UNDER
THE PLAN

1. Risks Associated with FairPoint’s Business Operatits

An additional discussion of the risks associatetth WairPoint’s business operations is set
forth in FairPoint Communications’ Annual Reporteorm 10-K for the fiscal year ended
December 31, 2008, filed with the Securities andiaxnge Commission on March 5, 2009, as
supplemented by FairPoint Communications’ Quartedyports on Form 10-Q for the quarterly
periods ended (i) March 31, 2009, filed with the@éies and Exchange Commission on May 5,
2009, as amended on May 8, 2009, (ii) June 30, X068 with the Securities and Exchange
Commission on August 5, 2009 and (iii) September2B09, filed with the Securities and
Exchange Commission on November 20, 2088e Section VIl (“Certain Factors to be
Considered”) Such risks include, without limitation:

* the potential adverse impact of the Chapter 11 £asd-airPoint’s business, including
its ability to maintain contracts, trade credit anlder customer and vendor relationships;

» the restrictions imposed by agreements governimgp&amt's indebtedness;

* FairPoint’s dependence on the delivery of voice daid services over access lines for its
revenues;

+ FairPoint’s continued loss of voice access lines;
* the competitiveness of the communications industry;

» the geographic concentration of FairPoint’s busnedMaine, New Hampshire and
Vermont;
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» FairPoint’'s dependence on third party providerscfdical services;
» systems functionality issues that FairPoint hasdaince the Cutover;

» the effects of regulation on FairPoint’s businegshie FCC and state regulatory
authorities, including the effects of regulatiorpmsed by federal and state regulators as a
result of the Merger;

» the effect of rapid and significant changes in textbgy on FairPoint’s business; and
* FairPoint’'s dependence on key members of its sen&ragement team.
2. Lack of Trading Market for Reorganized FairPoint Communications

There is no existing trading market for the New @uon Stock, nor is it known whether
or when one would develop. Further, there candoassurance as to the degree of price
volatility in any such market. While the Plan remised upon an agreed upon assumed
reorganization value of FairPoint of $15 per sladrtne New Common Stock (including any
issuance of securities pursuant to the Long Tewantive Plan and/or New Warrants), such
valuation is not an estimate of the price at whiehNew Common Stock may trade in the
market. FairPoint has never attempted to makesaoly estimate in connection with the
development of the Plan. No assurance can be giwén the market prices that will prevail
following the Effective Date.

3. Dividend Policies for Reorganized FairPoint Commurgations

Reorganized FairPoint Communications does notipatie paying any dividends on the
New Common Stock in the foreseeable future. Intand covenants in the New Revolver and
the New Term Loan will restrict the ability of Rgamnized FairPoint Communications to pay
dividends. Certain institutional investors mayyoinivest in dividend-paying equity securities or
may operate under other restrictions which mayiprbbr limit their ability to invest in the New
Common Stock.

D. INHERENT UNCERTAINTY OF THE REORGANIZED COMPANY’S
FINANCIAL PROJECTIONS

The Projections forecast Reorganized FairPoint&raions through the period ending
December 31, 2013. The Projections are based mermws assumptions that are an integral part
of the Projections, including confirmation and aamsnation of the Plan in accordance with its
terms, the anticipated future performance of Raumgal FairPoint, industry performance,
general business and economic conditions, competiidequate financing and other matters,
many of which will be beyond the control of FairRiand some or all of which may not
materialize. In addition, unanticipated events eincimstances occurring subsequent to the date
that this Disclosure Statement is approved by twekBiptcy Court may affect the actual
financial results of Reorganized FairPoint’s operst. These variations may be material and
may adversely affect the value of the New Commaelsand the ability of Reorganized
FairPoint to pay the obligations owing to certantders of Claims entitled to Distributions under
the Plan. Because the actual results achieveddhout the periods covered by the Projections
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may vary from the projected results, the Projedisimould not be relied upon as a guarantee,
representation or other assurance of the actuatsdbat will occur.

E. DISCLOSURE STATEMENT DISCLAIMER
1. Information Contained Herein is for Soliciting Votes

The information contained in this Disclosure Stagatris for the purposes of soliciting
acceptances of the Plan and may not be relied igg@my other purposes.

2. Disclosure Statement Was Not Approved by the Secuies and Exchange
Commission or any State Regulatory Authority

Although a copy of this Disclosure Statement wageseon the Securities and Exchange
Commission, and the Securities and Exchange Cornonigsas given an opportunity to object to
the adequacy of this Disclosure Statement befad&tnkruptcy Court approved it, this
Disclosure Statement was not filed with the Sem#iand Exchange Commission. Neither the
Securities and Exchange Commission nor any stgtéatry authority has passed upon the
accuracy or adequacy of this Disclosure Statenoerihe exhibits or the statements contained
herein, and any representation to the contrarpliswful.

3. Disclosure Statement May Contain Forward Looking Satements

This Disclosure Statement may contain “forward iogkstatements” within the meaning
of the Private Securities Litigation Reform Actk#95, as amended. Such statements consist of
any statement other than a recitation of historfieti and can be identified by the use of forward
looking terminology such as “may,” “expect,” “anpate,” “estimate” or “continue” or the
negative thereof or other variations thereon orgarmable terminology. The reader is cautioned
that all forward looking statements are necessapgculative and there are certain risks and
uncertainties that could cause actual events attset® differ materially from those referred to in
such forward looking statements. The Liquidatiaralysis attached hereto Bzhibit C,
distribution projections and other information ained herein and attached hereto are estimates
only, and the timing and amount of actual distridnos to holders of Allowed Claims may be
affected by many factors that cannot be predicigterefore, any analyses, estimates or recovery
projections may or may not turn out to be accurate.

4, No Legal or Tax Advice is Provided to You by this Bsclosure Statement

This Disclosure Statement is not legal advice to yo The contents of this Disclosure
Statement should not be construed as legal, bissordax advice. Each holder of a Claim
should consult his or her own legal counsel and@aa@nt with regard to any legal, tax and other
matters concerning his or her Claim. This Disctesstatement may not be relied upon for any
purpose other than to determine how to vote orPthe or object to confirmation of the Plan.

5. No Admissions Made

The information and statements contained in th&Bsure Statement will neither (a)
constitute an admission of any fact or liabilitydnyy entity (including, without limitation,
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FairPoint) nor (b) be deemed evidence of the taotloer legal effects of the Plan on FairPoint,
holders of Allowed Claims or any other partiesnterest.

6. Failure to Identify Litigation Claims or Projected Objections

No reliance should be placed on the fact that agoder litigation Claim or projected
objection to a particular Claim is, or is not, itléad in this Disclosure Statement. FairPoint
may seek to investigate Claims and file and pragechjections to Claims.

7. No Waiver of Right to Object or Right to Recover Transfers and Assets

The vote by a holder of an Allowed Claim for or mg& the Plan does not constitute a
waiver or release of any Claims or rights of FainPto object to that holder’s Allowed Claim,
or to bring causes of action to recover any preték fraudulent or other voidable transfer of
assets, regardless of whether any Claims or cadisesion of FairPoint or its estates are
specifically or generally identified herein.

8. Information Was Provided by FairPoint and Was Relia@ upon by FairPoint’s
Advisors

Counsel to and other advisors retained by FairR@xe relied upon information
provided by FairPoint in connection with the pregimm of this Disclosure Statement. Although
counsel to and other advisors retained by FairR@ae performed certain limited due diligence
in connection with the preparation of this Discles&tatement, they have not verified
independently the information contained herein.

9. Potential Exists for Inaccuracies, and FairPoint Ha No Duty to Update

FairPoint makes the statements contained in thésl@sure Statement as of the date
hereof, unless otherwise specified herein, andighgery of this Disclosure Statement after that
date does not imply that there has not been a eharntfe information set forth herein since that
date. While FairPoint has used its reasonablenbasijudgment to ensure the accuracy of all of
the information provided in this Disclosure Stateitr@nd in the Plan, FairPoint nonetheless
cannot, and does not, confirm the current accuneyl statements appearing in this Disclosure
Statement. Further, although FairPoint may subssifyuupdate the information in this
Disclosure Statement, FairPoint has no affirmadiuty to do so unless ordered to do so by the
Bankruptcy Court.

10. No Representations Outside the Disclosure Statemeate Authorized

No representations concerning or relating to FamPthe Chapter 11 Cases or the Plan
are authorized by the Bankruptcy Court or the Baptay Code, other than as set forth in this
Disclosure Statement. In deciding whether to votaccept or reject the Plan, you should not
rely upon any representations or inducements n@adedure your acceptance or rejection of the
Plan that are other than as contained in, or iredualith, this Disclosure Statement. You should
promptly report unauthorized representations ou@atnents to the counsel to FairPoint, the

96



counsel to the Creditors’ Committee and/or the &thibtates Trustee for the Southern District of
New York.

F. CERTAIN TAX CONSIDERATIONS

A summary of certain U.S. federal income tax comsations relevant to the Plan is
provided below irSection XII (“Certain Federal Income Tax Consideriains”).

VIII.
RESALE OF SECURITIES RECEIVED UNDER THE PLAN

Under section 1145(a) of the Bankruptcy Code, $saance of securities to be distributed
under the Plan and the subsequent resale of saahtsss by entities which are not
“underwriters” (as defined in section 1145(b) of Bankruptcy Code) are not subject to the
registration requirements of section 5 of the SéesrAct. Thus, the securities issued under the
Plan may be freely transferred by most recipieoliswing Distribution under the Plan, and all
resales and subsequent transactions in such sesane exempt from registration under federal
and state securities laws, unless the holder tsir@alerwriter” with respect to such securities.

Section 1145(b) of the Bankruptcy Code providegdrtinent part:
Q) Except as provided in paragraph (2) of this suliseend except with
respect to ordinary trading transactions of antettiat is not an issuer, an entity is an
underwriter under section 2(11) of the Securities, A such entity—

(A)  purchases a claim against, interest in, or clainafoadministrative
expense in the case concerning, the debtor, if puothase is with a view to distribution of any
security received or to be received in exchangstch a claim or interest;

(B) offers to sell securities offered or sold underplan for the
holders of such securities;

(C) offers to buy securities offered or sold undergtan from the
holders of such securities, if such offer to buy-is

(1) with a view to distribution of such securities; and

(i) under an agreement made in connection with the pldh
the consummation of the plan, or with the offesale of securities under the plan; or

(D) s anissuer, as used in such section 2(11), wipect to such
securities.

(2)  An entity is not an underwriter under Section 2(@fijhe Securities Act or
under paragraph (1) of this subsection with resfmean agreement that provides only for—
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A) () the matching or combining of fractional interest
securities offered or sold under the plan into whoterests, or;

(i) (the purchase or sale of such fractional interiesta or to
entities receiving such fractional interests urtterplan; or

(B) the purchase or sale for such entities of suchiémaa or whole
interests as are necessary to adjust for any reamgafiractional interests after such matching.

(3)  An entity other than an entity of the kind spedfia paragraph (1) of this
subsection is not an underwriter under section)2¢i the Securities Act with respect to any
securities offered or sold to such entity in thenmex specified in subsection (a)(1) of this
section.

To the extent that persons deemed to be “undergiiteceive securities pursuant to the
Plan, resales by such entities would not be exedriptesection 1145 of the Bankruptcy Code
from registration under the Securities Act or otagplicable law. However, entities deemed to
be “underwriters” may be able to sell such seasiwithout registration subject to the
provisions of Rule 144 promulgated under the S&esrAct, which permits the public sale of
securities received pursuant to the Plan by perstiaswould be deemed to be “underwriters”
pursuant to section 1145 of the Bankruptcy Codejesti to the availability to the public of
current information regarding the issuer and tana limitations and certain other conditions.

On the Effective Date, Reorganized FairPoint Comications will enter into the
Registration Rights Agreement with each holderreager than 10%, on a fully diluted basis, of
the New Common Stock. Each Holder of RegistrabmuBtes will be entitled to request an
aggregate of two demand registratigmsivided that no such rights will be demanded prior to
the expiration of the date which is one hundretitgi¢180) days following the Effective Date.
Moreover, if any Holder oRegistratiofReqistrableSecurities becomes the holder of less than
7.5% of the New Common Stock, such holder’s rigimder the Registration Rights Agreement
will terminate. A form of the Registration Rightgeement, including a form of shelf
registration agreement if necessary, will be inetlith the Plan Supplement.

Whether or not any particular entity would be deérmebe an “underwriter” with respect
to any security issued under the Plan would depgiod various facts and circumstances
applicable to that entity. BECAUSE OF THE COMPLES{BJECTIVE NATURE OF THE
QUESTION OF WHETHER A PARTICULAR HOLDER MAY BE AN NDERWRITER,
FAIRPOINT MAKES NO REPRESENTATIONS CONCERNING THEBALITY OF ANY
ENTITY TO DISPOSE OF THE SECURITIES TO BE DISTRIBED UNDER THE PLAN.
FAIRPOINT RECOMMENDS THAT RECIPIENTS OF SECURITIESNDER THE PLAN
CONSULT WITH THEIR OWN LEGAL COUNSEL CONCERNING THEIMITATIONS ON
THEIR ABILITY TO DISPOSE OF SUCH SECURITIES.

IX.
VOTING REQUIREMENTS

On | |, 2010, the Bankruptcy Court entehedRisclosure Statement Approval
Order that, among other things, approved this Dggale Statement, set voting procedures and
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scheduled the Confirmation Hearing. A copy of Bheclosure Statement Approval Order and
the Notice of the Confirmation Hearing are encloa@t this Disclosure Statement as part of the
Solicitation Package. The Disclosure Statementrdygd Order sets forth in detail, among other
things, procedures governing voting deadlines dneéction deadlines. The Disclosure
Statement Approval Order, the Notice of the Condition Hearing and the instructions attached
to the Ballot should be read in connection witls ection of this Disclosure Statement.

If you have any questions about the procedurediting your Claim or the packet of
materials you received, please contact:

BMC Group, Inc.

444 North Nash Street

El Segundo, CA 90245
Telephone: 1-888-909-0100
Email: fairpoint@bmcgroup.com

If you wish to obtain an additional copy of the ®Rl¢éhis Disclosure Statement or any
exhibits to such documents, at your own expendessartherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Grdop, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 2BB0100 or by electronic mail at
fairpoint@bmcgroup.com.

The Bankruptcy Court may confirm the Plan onlyt détermines that the Plan complies
with the technical requirements of chapter 11 efBankruptcy Code and that the disclosures of
FairPoint concerning the Plan have been adequdtbare included information concerning all
Distributions made or promised by FairPoint in cectron with the Plan and the Chapter 11
Cases. In addition, the Bankruptcy Court mustrdeitee that the Plan has been proposed in
good faith and not by any means forbidden by law.

In particular, in order to confirm the Plan, thenBauptcy Code requires the Bankruptcy
Court to find, among other things, that the Plgnh#&s been accepted by the requisite votes of all
Impaired Classes unless approval will be sougheusdction 1129(b) of the Bankruptcy Code
in respect of one or more dissenting Classes, whiay be the case under the Plan; (ii) is
“feasible,” which means that there is a reasonpheability that confirmation of the Plan will
not be followed by liquidation or the need for fet financial reorganization; and (iii) is in the
“best interests” of all holders of Claims or Equityerests, which means that such holders will
receive at least as much under the Plan as thelgdweceive in a liquidation under chapter 7 of
the Bankruptcy Code. FairPoint believes that tla@ Batisfies all of these conditions.

A. VOTING DEADLINE

This Disclosure Statement and the appropriate Ba)lare being distributed to all
holders of Claims who are entitled to vote on tlenP There is a separate Ballot designated for
each impaired voting Class in order to facilitatéevtabulation; however, all Ballots are
substantially similar in form and substance (ext¢eat, as noted below, the Ballots sent to
holders of Unsecured Claims will permit them tocelgertain treatment of their Claims), and the
term “Ballot” is used without intended referencdhie Ballot of any specific Class of Claims.
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IN ACCORDANCE WITH THE DISCLOSURE STATEMENT APPROMAORDER,
IN ORDER TO BE CONSIDERED FOR PURPOSES OF ACCEPTIDK REJECTING THE
PLAN, ALL BALLOTS MUST BE RECEIVED BY THE VOTING AGENT NO LATER
THAN [ : ][ ]-M. (NEW YORK TIME) ON | |, @10, THE VOTING DEADLINE.
ONLY THOSE BALLOTS ACTUALLY RECEIVED BY THE VOTINGDEADLINE WILL
BE COUNTED AS EITHER ACCEPTING OR REJECTING THE PNA

B. HOLDERS OF CLAIMS ENTITLED TO VOTE

Under section 1124 of the Bankruptcy Code, a adéstaims or interests is deemed to be
“impaired” under a plan unless (1) the plan leavesltered the legal, equitable and contractual
rights to which such claim or interest entitles timdder thereof or (2) notwithstanding any legal
right to an accelerated payment of such claim w@rest, the plan (a) cures all existing defaults
(other than defaults resulting from the occurrenfcevents of bankruptcy), (b) reinstates the
maturity of such claim or interest as it existetbbe the default, (c) compensates the holder of
such claim or interest for any damages resultingmfsuch holder’s reasonable reliance on such
legal right to an accelerated payment and (d) doéestherwise alter the legal, equitable or
contractual rights to which such claim or interastitles the holder of such claim or interest.

In general, a holder of a Claim or Equity Intemn@sty vote to accept or reject a plan if (1)
the claim or interest is “allowed,” which means geily that it is not disputed, contingent or
unliquidated and (2) the claim or interest is imnediby a plan. If the holder of an Impaired
Claim or Equity Interest will not receive any distrtion under the Plan in respect of such claim
or interest, the Bankruptcy Code deems such haddieave rejected the Plan and provides that
the holder of such Claim or Equity Interest is aptitled to vote. If the Claim or Equity Interest
is not Impaired, the Bankruptcy Code conclusivelspmes that the holder of such Claim or
Equity Interest has accepted the Plan and providgshe holder is not entitled to vote.

The holder of a Claim against FairPoint that ispaired” under the Plan is entitled to
vote to accept or reject the Plan if (1) the Pleovjgles a distribution in respect of such Claim
and (2) (a) the Claim has been scheduled by FaitRand such Claim is not scheduled as
disputed, contingent or unliquidated) or (b) thédkohad timely filed a proof of Claim pursuant
to sections 502(a) and 1126(a) of the BankruptayeCand Bankruptcy Rules 3003 and 3018.
Any Claim against FairPoint objected to by FairRain or prior to | |, 2010, will not
be counted for any purpose in determining whetheréquirements of section 1126(c) of the
Bankruptcy Code have been met, unless, and toxteatehat, a claimant, whose Claim has been
objected to, files, on or before | |, 20d4.@notion for temporary allowance for voting
purposes under Bankruptcy Rule 3018, and the BatdyuCourt grants such motion for
temporary allowance.

Pursuant to the Bar Date Order, holders of Equitgrests (which interests are based
exclusively on the ownership of common or prefestatk in FairPoint, or warrants, options, or
rights to purchase, sell, or subscribe to a sgcuntiérest in FairPoint) were excused from filing
proofs of interest on or before the Bar Date; pitedi howeverthat holders of Equity Interests
who wished to assert a Claim against FairPointdhaes out of or relates to the ownership or
purchase of an Equity Interest, including Clainisiag out of or relating to the sale, issuance or
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distribution of the Equity Interest, were requitedile a proof of Claim on or before the Bar
Date, unless another exception set forth in the[lzde Order applied.

A vote on the Plan may be disregarded if the BaptkguCourt determines, pursuant to
section 1126(e) of the Bankruptcy Code, that it na@issolicited or procured in good faith or in
accordance with the provisions of the Bankruptcd€oThe Disclosure Statement Approval
Order also sets forth assumptions and procedurgalfalating Ballots that are not completed
fully or correctly.

Each of Classes 4 and 7 is Impaired under thedldrthe holders of Allowed Claims in
such Classes are entitled to vote on the Plamcdordance with section 1126(g) of the
Bankruptcy Code, each of Classes 9 and 11 is ceinely deemed to have rejected the Plan and
are not entitled to vote. Each of Classes 1, 3, 8, 8 and 10 is Unimpaired under the Plan and
holders of Claims in each such Class are concllyspresumed to have accepted the Plan
pursuant to section 1126(f) of the Bankruptcy Code.

C. VOTE REQUIRED FOR ACCEPTANCE OF CLASS

As a condition to confirmation, the Bankruptcy Cadquires that each Class of Impaired
Claims and Equity Interests vote to accept the ”iacept under certain circumstanc&se
Section IX.B (“Voting Requirements—Holders of ClaisrEntitled to Vote”) Section 1126(c)
of the Bankruptcy Code defines acceptance of alpfamclass of impaired claims as acceptance
by holders of at least two-thirds in dollar amoanti more than one-half in number of claims in
that class, but, for that purpose, counts onlygheiso actually vote to accept or reject the plan.
Thus, a class of claims will have voted to acchptglan only if two-thirds in dollar amount and
a majority in number actuallyoting cast their Ballots in favor of acceptance. HaddarClaims
who fail to vote are not counted as either accgptinrejecting a plan.

Section 1126(d) of the Bankruptcy Code defines atacee of a plan by a class of
impaired equity interests as acceptance by holofeasleast two-thirds in amount of interests in
that class, but for that purpose, counts only thdse actuallywoteto accept or reject the plan.
Thus a class of Impaired Equity interests will haweed to accept the plan if two-thirds of the
interests actually voted are voted in favor of @tarce. Holders of Equity Interests who fail to
vote are not counted as either accepting or regctkie Plan.

D. VOTING PROCEDURES
1. Ballots

All votes to accept or reject the Plan with resgieany Class of Claims must be cast by
properly submitting the duly completed and exectdibeoh of Ballot designated for such Class.
Holders of Impaired Claims voting on the Plan sdatdmplete and sign the Ballot in
accordance with the instructions thereon, being sucheck the appropriate box entitled
“Accept the Plan” or “Reject the Plan.”

ANY BALLOT RECEIVED THAT DOES NOT INDICATE EITHER AN
ACCEPTANCE OR REJECTION OF THE PLAN OR THAT INDICAB BOTH
ACCEPTANCE AND REJECTION OF THE PLAN SHALL BE AN NAALID BALLOT AND
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SHALL NOT BE COUNTED FOR PURPOSES OF DETERMINING BEPTANCE OR
REJECTION OF THE PLAN.

ANY BALLOT RECEIVED THAT IS NOT SIGNED OR THAT CONAINS
INSUFFICIENT INFORMATION TO PERMIT THE IDENTIFICATON OF THE CLAIMANT
SHALL BE AN INVALID BALLOT AND SHALL NOT BE COUNTED FOR PURPOSES OF
DETERMINING ACCEPTANCE OR REJECTION OF THE PLAN.

Ballots must be delivered to the Voting Agent, at:

If by regular mai

BMC Group, Inc.

Attn: FairPoint Communications, Inc. Ballot Prosieg)
PO Box 3020

Chanhassen, MN 55317-3020

If by messenger or overnight delivery

BMC Group, Inc.

Attn: FairPoint Communications, Inc. Ballot Prosieg
18750 Lake Drive East

Chanhassen, MN 55317

its address set forth above, and received by thmy®eadline. THE METHOD OF
SUCH DELIVERY IS AT THE ELECTION AND RISK OF THE HO LDER. If such
delivery is by mail, it is recommended that holdess an air courier with a guaranteed next day
delivery or registered mail, properly insured, wigurn receipt requested. In all cases, sufficien
time should be allowed to assure timely delivery.

In accordance with Rule 3018(c) of the BankruptcyeR, the Ballots are based on
Official Form No. 14, but have been modified to tbe particular needs of these cases.
PLEASE CAREFULLY FOLLOW THE DIRECTIONS CONTAINED OEACH ENCLOSED
BALLOT.

In most cases, each Ballot enclosed with this Dmale Statement has been encoded with
the amount of the Allowed Claim for voting purpogshe Claim is a Disputed Claim, this
amount may not be the amount ultimately Allowedgdarposes of Distribution), and the Class to
which the Claim has been attributed.

2. Withdrawal or Change of Votes on Plan

A Ballot may be withdrawn by delivering a writtentice of withdrawal to the Voting
Agent, so that the Voting Agent receivasch notice prior to the Voting Deadline. Thetegf
withdrawal may be effected only with the approviaih® Bankruptcy Court.

In order to be valid, a notice of withdrawal mugtspecify the name of the holder who
submitted the votes on the Plan to be withdrawng¢dintain the description of the Claims to
which it relates and (iii) be signed by the hololethe same manner as on the Ballot. FairPoint
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expressly reserves the absolute right to contestahdity of any such withdrawals of votes on
the Plan.

Any holder who has submitted to the Voting Agenbpto the Voting Deadline a
properly completed Ballot may change such voteuliyrstting to the Voting Agent prior to the
Voting Deadline a subsequent properly completetbB&dr acceptance or rejection of the Plan.
In the case where more than one timely, propemyaieted Ballot is received with respect to the
same Claim, the Ballot that bears the latest ddté®/counted for purposes of determining
whether sufficient acceptances required to confirelPlan have been received.

3. Voting Multiple Claims

Separate forms of Ballots are provided for voting ¥arious Classes of Claims. Ballot
forms may be copied if necessary. Any person wgidshClaims in more than one Class is
required to vote separately with respect to ea@n@l| Any person holding multiple Claims
within a Class should use a single Ballot to vaiehsClaims. Please sign and return in
accordance with the instructions in this Sectiory@yr Ballot(s). Only Ballots with original
signatures will be accepted (Ballots with copieghatures will not be accepted).

X.
CONFIRMATION OF THE PLAN

A. CONFIRMATION HEARING

The Bankruptcy Code requires the Bankruptcy Caitér notice, to hold a confirmation
hearing with respect to the Plan. At the ConfiioraHearing, the Bankruptcy Court will
confirm the Plan only if all of the requirementssefction 1129 of the Bankruptcy Code
described below are met.

The Confirmation Hearing has been scheduled to cemeeon | |, 2010 at
[ 1[]m.(New York time) before the Honoraliderton R. Lifland, United States
Bankruptcy Judge, in Room 623 of the United StB&skruptcy Court for the Southern District
of New York, One Bowling Green, New York, New Ydtk004. The Confirmation Hearing
may be adjourned from time to time by the Bankrygourt without further notice, except for
an announcement of the adjourned date made atahir@ation Hearing.

B. DEADLINE TO OBJECT TO CONFIRMATION

Any objection to the confirmation of the Plan mhetmade in writing, specify in detail
(i) the name and address of the objector, (iigedunds for the objection and (iii) the amount of
the Claim or number and class of shares of sto¢kaoPoint held by the objector. Any such
objection must be filed with the Bankruptcy Cowith a copy to Judge Lifland’s chambers, and
served so that it is receivéy the Bankruptcy Court, chambers, and the folhgyparties on or
before | |, 2010 at[__: ][ ].m. (New Ydnke): Paul, Hastings, Janofsky & Walker
LLP, attorneys for FairPoint, 75 East 55th Stréksw York, NY 10022, Attn: Luc A. Despins,
Esqg. and James T. Grogan, Esq.; (b) FairPoint-aiid®oint Communications, Inc., 521 East
Morehead Street, Suite 500, Charlotte, NC 282@&: Susan L. Sowell, Esq., Vice President
and Assistant General Counsel; (c) Andrews KurtP 450 Lexington Avenue, New York, NY
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10017, Attn: Jonathan Levine and Paul N. Silvenstaitorneys to the official committee of
unsecured creditors; (d) the United States Attofoeyhe Southern District of New York, 86
Chambers Street, New York, NY 10007, Attn: Preeafda, Esq.; (e) the Internal Revenue
Service, 290 Broadway, New York, NY 10007, Attnsict and Regional Directors; (f) the
Securities and Exchange Commission, 233 Broadwaw; Xork, NY 10279 (g) the Federal
Communications Commission, 445 12th Street, SW,Aiigson, DC 20554; (h) Cohen, Weiss
and Simon LLP, 330 West 42nd Street, 25th Floow Nerk, NY. 10036-6976, Attn: David R.
Hock; and (i) Kaye Scholer LLP, 425 Park AvenueywN¢ork NY 10022, Attn: Margot B.
Schonholtz, Esq. and Nicholas Cremona, Esq., &ysrto Bank of America, N.A. as
administrative agent for FairPoint’s prepetitiocw®d lenders.

C. REQUIREMENTS FOR CONFIRMATION OF THE PLAN

Among the requirements for confirmation of the Pdaa that the Plan (i) is accepted by
all Impaired Classes of Claims and Equity Interestsf rejected by an impaired Class, that the
Plan “does not discriminate unfairly” and is “faind equitable” as to such class, (ii) is feasible
and (iii) is in the “best interests” of creditonsdastockholders that are impaired under the Plan.

1. Requirements of Section 1129(a) of Bankruptcy Code
(@  General Requirements

At the Confirmation Hearing, the Bankruptcy Coutll determine whether the following
confirmation requirements specified in section 1@2the Bankruptcy Code have been satisfied:

(1)  The Plan complies with the applicable provisionghef Bankruptcy Code.

(2) FairPoint has complied with the applicable provisiof the Bankruptcy
Code.

(3) The Plan has been proposed in good faith and nahyyneans proscribed
by law.

(4)  Any payment made or promised by FairPoint or bgesén issuing
securities or acquiring property under the Plarstawices or for costs and expenses in, or in
connection with, the Chapter 11 Cases, or in caiorewith the Plan and incident to the Chapter
11 Cases, has been disclosed to the Bankruptcyt,@mar any such payment made before
confirmation of the Plan is reasonable, or if spagment is to be fixed after confirmation of the
Plan, such payment is subject to the approvaleBidnkruptcy Court as reasonable.

(5) FairPoint has disclosed the identity and affiliasaf any individual
proposed to serve, after confirmation of the Péana director or officer of FairPoint, an affiliate
of FairPoint participating in a Plan with FairPoorta successor to FairPoint under the Plan, and
the appointment to, or continuance in, such offitsuch individual is consistent with the
interests of creditors and equity holders and withlic policy, and FairPoint has disclosed the
identity of any insider that will be employed otaimed by FairPoint and the nature of any
compensation for such insider.
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(6)  Any governmental regulatory commission with jurctdins, after
confirmation of the Plan, over the rates of thetdebas approved any rate change provided for
in the Plan, or such rate change is expressly tondd on such approval.

(7)  With respect to each Class of Claims or Equityrkges, each holder of an
Impaired Claim or Impaired Equity Interest eithastaccepted the Plan or will receive or retain
under the Plan on account of such holder’s Claifaarity Interest, property of a value, as of the
Effective Date, that is not less than the amouohdwlder would receive or retain if FairPoint
was liquidated on the Effective Date under chaptef the Bankruptcy CodeSee Section
X.C.1.b (“Confirmation of the Plan—Requirements faConfirmation of the
Plan—Requirements of Section 1129(a) of BankruptCpde—Best Interests Test”)

(8) Except to the extent the Plan meets the requiresvadrgection 1129(b) of
the Bankruptcy Code (discussed below), each ClaS$agms or Equity Interests has either
accepted the Plan or is not impaired under the.Plan

(9) Except to the extent that the holder of a particGlaim has agreed to a
different treatment of such Claim, the Plan prositleat Administrative Expense Claims and
Other Priority Claims other than Priority Tax Clawill be paid in full on the Effective Date
and that priority tax claims will receive on accobohsuch claims deferred cash payments, over a
period not exceeding five years after the Petibaite, of a value, as of the Effective Date, equal
to the Allowed amount of such Claims.

(10) At least one Class of Impaired Claims has acceptedPlan, determined
without including any acceptance of the Plan byiasider holding a Claim in such Class.

(11) Confirmation of the Plan is not likely to be folled by the liquidation or
the need for further financial reorganization oirPaint or any successor to FairPoint under the
Plan, unless such liquidation or reorganizatiopregposed in the PlarSee Section X.C.3
(“Confirmation of the Plan—Requirements for Confirmtion of the Plan—Feasibility”)

(12) The Plan provides for the continuation after thie&ifve Date of payment
of all “retiree benefits” (as defined in sectionl#lof the Bankruptcy Code), at the level
established pursuant to subsection 1114(e)(1)(B)JL&4(g) of the Bankruptcy Code at any time
prior to confirmation of the Plan, for the duratiohthe period FairPoint has obligated it to
provide such benefits, if any.

(b) Best Interests Test

As described above, the Bankruptcy Code requirsetiich holder of an Impaired Claim
or Equity Interest either (i) accepts the Planiipréceives or retains under the Plan properts of
value, as of the Effective Date, that is not Iéssitthe value such holder would receive or retain
if FairPoint were liquidated under chapter 7 of Bemkruptcy Code on the Effective Date.

The first step in meeting this test is to determimedollar amount that would be
generated from the liquidation of FairPoint’s assetd properties in the context of a chapter 7
liquidation case. The gross amount of Cash availabuld be the sum of the proceeds from the
disposition of FairPoint’s assets and the Cash bgldairPoint at the time of the commencement
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of the chapter 7 case. The next step is to rethateotal by the amount of any Claims secured
by such assets, the costs and expenses of thédigpn and such additional Administrative
Expense Claims and Other Priority Claims that nesyit from the termination of FairPoint’s
business and the use of chapter 7 for the purpddegiidation. Any remaining net cash would
be allocated to creditors and shareholders intgtriority in accordance with section 726 of the
Bankruptcy Code (see discussion below). Finadliying into account the time necessary to
accomplish the liquidation, the present value ahsallocations may be compared to the value of
the property that is proposed to be distributedeutide Plan on the Effective Date.

FairPoint’s costs of liquidation under chapter ANdanclude the fees payable to a
chapter 7 trustee in bankruptcy, as well as thiegenight be payable to attorneys and other
professionals that such a trustee may engageapluanpaid expenses incurred by FairPoint
during the Chapter 11 Cases and allowed in theteh&pase, such as compensation for
attorneys, financial advisors, appraisers, accousi@nd other professionals, and costs and
expenses of members of any statutory committe@séeured creditors appointed by the United
States Trustee pursuant to section 1102 of theBatdy Code and any other committee so
appointed. Moreover, in a chapter 7 liquidatiatgigional claims would arise by reason of the
breach or rejection of obligations incurred, andamory contracts or leases entered into, by
FairPoint both prior to, and during the pendencytlod Chapter 11 Cases.

The foregoing types of Claims, costs, expenses,dad such other Claims that may arise
in a liquidation case would be paid in full fromethquidation proceeds before the balance of
those proceeds would be made available to payhmpter 11 priority and unsecured claims.
Under the absolute priority rule, no junior credieould receive any distribution until all senior
creditors are paid in full, with interest, and ity holder receives any distribution until all
creditors are paid in full, with interest. FairRobelieves that in a chapter 7 case, holders of
Claims and Equity Interests in Classes 9 and 1ldwagceive no distributions of property.
Accordingly, the Plan satisfies the rule of abselottiority.

After consideration of the effects that a chaptéquidation would have on the ultimate
proceeds available for distribution to creditor@iohapter 11 case, including (i) the increased
costs and expenses of a liquidation under chapeisinhg from fees payable to a trustee in
bankruptcy and professional advisors to such tey¢i® the erosion in value of assets in a
chapter 7 case in the context of the expeditiaqisdiation required under chapter 7 and the
“forced sale” atmosphere that would prevail angl $ibstantial increases in claims which would
be satisfied on a priority basis, FairPoint hagieined that confirmation of the Plan will
provide each creditor and equity holder with a vecy that is not less than it would receive
pursuant to a liquidation of FairPoint under cha@tef the Bankruptcy Code.

Moreover, FairPoint believes that the value of disyributions from the liquidation
proceeds to each Class of Allowed Claims in a @raptase would be the same or less than the
value of distributions under the Plan because gisthbutions in a chapter 7 case may not occur
for a substantial period of time. In this regards possible that distribution of the proceeds of
the liquidation could be delayed for a year or nmefter the completion of such liquidation in
order to resolve the Claims and prepare for distidims. In the event litigation were necessary
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to resolve Claims asserted in the chapter 7 chsealdlay could be further prolonged and
Administrative Expense Claims further increased.

The Liquidation Analysis (as defined herein) attlasExhibit C to this Disclosure
Statement is an estimate of the proceeds that enggiberated as a result of a hypothetical
chapter 7 liquidation of the assets of FairPoifite analysis is based upon a number of
significant assumptions which are described. Tigeitdation Analysis does not purport to be a
valuation of FairPoint’s assets and is not necédgsadicative of the values that may be realized
in an actual liquidation.

(c) Liguidation Analysis

The Liquidation Analysis and assumptions are sghfiom Exhibit C to this Disclosure
Statement.

2. Acceptance by Impaired Classes

Each of Classes 4 and 7 is impaired under the&Mdrthe holders of Allowed Claims in
such Classes are entitled to vote on the Plamcdordance with section 1126(g) of the
Bankruptcy Code, each of Classes 9 and 11 is ceinely deemed to have rejected the Plan; and
FairPoint intends to seek nonconsensual confirmaifdhe Plan under section 1129(b) of the
Bankruptcy Code with respect to these ClasSe Section X.C.5 (“Confirmation of the
Plan—Requirements for Confirmation of the Plan—Regaments of Section 1129(b) of
Bankruptcy Code”) In addition, FairPoint reserves the right tokseenconsensual
confirmation of the Plan (without further noticeitivrespect to any Class of Claims that is
entitled to vote to accept or reject the Plan drsClass rejects the Plan.

3. Feasibility

FairPoint believes that it will be able to perfoitsiobligations under the Plan. In
connection with confirmation of the Plan, the Bangcy Court will have to determine that the
Plan is feasible pursuant to section 1129(a)(1ih@Bankruptcy Code, which means that the
confirmation of the Plan is not likely to be folledal by the liquidation or the need for further
financial reorganization of FairPoint, unless slighidation is proposed in the Plan.

To support its belief in the Plan’s feasibility,ifRoint, with the assistance of Rothschild,
have prepared the Projections for Reorganized &aitfor fiscal years 2010 through 2013, as
set forth inExhibit B attached to this Disclosure Statement.

THE PROJECTIONS WERE NOT PREPARED WITH A VIEW TOWEBR
COMPLIANCE WITH THE GUIDELINES ESTABLISHED BY THE MERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OR THE RUEES AND
REGULATIONS OF THE SECURITIES AND EXCHANGE COMMISGON.
FURTHERMORE, THE PROJECTIONS HAVE NOT BEEN AUDITHBY ROTHSCHILD.
WHILE PRESENTED WITH NUMERICAL SPECIFICITY, THE PRIECTIONS ARE
BASED UPON A VARIETY OF ASSUMPTIONS, SOME OF WHICHAVE NOT BEEN
ACHIEVED TO DATE AND WHICH MAY NOT BE REALIZED IN THE FUTURE, AND
ARE SUBJECT TO SIGNIFICANT BUSINESS, ECONOMIC ANDOBMPETITIVE
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UNCERTAINTIES AND CONTINGENCIES. CONSEQUENTLY, THEROJECTIONS
SHOULD NOT BE REGARDED AS A REPRESENTATION OR WARRAY BY
FAIRPOINT, OR ANY OTHER PERSON, THAT THE PROJECTISNVILL BE REALIZED.
ACTUAL RESULTS MAY VARY MATERIALLY FROM THOSE PRESIETED IN THE
PROJECTIONS.

4, Requirements of Section 1129(b) of Bankruptcy Code

The Bankruptcy Court may confirm the Plan overrdjection or deemed rejection of the
Plan by a class of claims or equity interestsef Btan “does not discriminate unfairly” and is
“fair and equitable” with respect to such class.

. No Unfair Discrimination This test applies to classes of claims or equoirests
that are of equal priority and are receiving defartreatment under a plan of
reorganization. The test does not require thatrdement be the same or
equivalent, but that such treatment be “fair.”

. Fair and Equitable TestThis test applies to classes of different ptyofe.g.,
unsecured versus secured) and includes the geagqratement that no class of
claims receive more than 100% of the allowed amofitite claims in such class.
As to the dissenting class, the test sets diffesartdards, depending on the type
of claims or interests in such class:

. Secured ClaimsEach holder of an impaired secured claim eifheetains its
Liens on the property (or if sold, on the procetseof) to the extent of the
allowed amount of its secured claim and receivésroed cash payments having a
value, as of the effective date of the plan, déast the allowed amount of such
claim or (ii) receives the “indubitable equivaleof’its allowed secured claim.

. Unsecured ClaimsEither (i) each holder of an impaired unseculadn receives
or retains under the plan property of a value etpugtie amount of its allowed
unsecured claim or (ii) the holders of claims ameriests that are junior to the
claims of the dissenting class will not receiveeairin any property under the plan
of reorganization.

. Equity Interests Either (i) each equity interest holder will reeeor retain under
the plan of reorganization property of a value ¢étm#he greater of (a) the fixed
liquidation preference or redemption price, if anfysuch stock and (b) the value
of the stock or (ii) the holders of interests that junior to the equity interests of
the dissenting class will not receive or retain prgperty under the plan of
reorganization.

FairPoint believes the Plan will satisfy both time ‘Unfair discrimination” requirement
and the “fair and equitable” requirement, notwidimgting that each of Classes 9 and 11 are
deemed to reject the Plan, because as to suche€Jdlsre is no class of equal priority receiving
more favorable treatment and no class that is junisuch a dissenting class will receive or
retain any property on account of the claims oiitggnterests in such class.
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XI.
ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF TH E PLAN

A. LIQUIDATION UNDER CHAPTER 7

If no plan can be confirmed, the Chapter 11 Cassslye converted to cases under
chapter 7 of the Bankruptcy Code, pursuant to whittustee would be appointed to liquidate
the assets of FairPoint for distribution in acca@awith the priorities established by the
Bankruptcy Code. A discussion of the effects thahapter 7 liquidation would have on the
recovery of holders of claims and equity interestd Liquidation Analysis are set forth in
Exhibit C. FairPoint believes that liquidation under cha@tevould result in smaller
distributions being made to creditors than thoswided for in the Plan because of the (i)
increased cost and expenses of liquidation undsgsteh 7 arising from fees payable to the
chapter 7 trustee and the attorneys and othergwiofeal advisors to such trustee, (ii) additional
expenses and claims, some of which would be edtitigoriority, which would be generated
during the liquidation, and from the rejection oexpired leases and executory contracts in
connection with the cessation of the operationsanfPoint, (iii) the erosion of the value of
FairPoint’s assets in the context of an expeditpddation required under chapter 7 and the “fire
sale” atmosphere that would prevail, (iv) the adeezffects on the salability of portions of the
business that could result from the possible dapadf key employees and the loss of customers
and vendors, (v) the cost and expense attributalilee time value of money resulting from what
is likely to be a more protracted proceeding angtfie application of the rule of absolute
priority to distributions in a chapter 7 liquidatio

FairPoint believes that in a chapter 7 case, hsldeClaims and Equity Interests in
Classes 9 and 11 would receive no distributionzroperty. Accordingly, the Plan satisfies the
rule of absolute priority.

B. ALTERNATIVE PLAN OF REORGANIZATION OR LIQUIDATION

If the Plan is not confirmed, FairPoint (or if Famint’'s exclusive period in which to file a
plan of reorganization has expired, any other partgterest) could attempt to formulate a
different chapter 11 plan of reorganization. Sagdlan of reorganization might involve either a
reorganization and continuation of FairPoint’s bess or an orderly liquidation of its assets
under chapter 11. With respect to an alternatiae,g-airPoint has explored various alternatives
in connection with the formulation and developmeithe Plan. FairPoint believes that the
Plan, as described herein, enables creditors antydwplders to realize the most value under the
circumstances. In a liquidation under chapterFBl;Point’s assets would be sold in an orderly
fashion over a more extended period of time thamliquidation under chapter 7, possibly
resulting in somewhat greater (but indeterminagepveries than would be obtained in chapter 7.
Further, if a trustee were not appointed, becausle appointment is not required in a chapter 11
case, the expenses for professional fees would likebt be lower than those incurred in a
chapter 7 case. Although preferable to a chapliguitiation, FairPoint believes that any
alternative liquidation under chapter 11 is a mieds attractive alternative to creditors and
equity holders than the Plan because of the grestienn provided by the Plan.
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XII.
CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

A. INTRODUCTION

The following discussion is a summary of certais \federal income tax consequences
of the consummation of the Plan to FairPoint ancetdain U.S. Holders and Non-U.S. Holders
(each as defined herein) of Claims, specificalllydne Class 4 and Class 7 Claims. The
following summary does not address the U.S. fedecaime tax consequences to holders of
Claims who are unimpaired or otherwise entitlegagment in full in Cash under the Plan. This
summary is based on the Internal Revenue Code8ff, 5 amended (the “IRthe U.S.
Treasury Regulations promulgated thereunder, jadaithorities, published administrative
positions of the U.S. Internal Revenue Service (BlR&”) and other applicable authorities, all as
in effect on the date of this Disclosure Statenagrat all of which are subject to change or
differing interpretations, possibly with retroaaieffect. Due to the lack of definitive judicial
and administrative authority in a number of arsabstantial uncertainty may exist with respect
to some of the tax consequences described belanophhion of counsel has been obtained and
FairPoint does not intend to seek a ruling fromIB® as to any of the tax consequences of the
Plan discussed below. The discussion below idmating upon the IRS or the courts. No
assurance can be given that the IRS would nottassehat a court would not sustain, a different
position than any position discussed herein.

For purposes of this discussion, the term “U.S ddblmeans a holder of a Claim, the
New Term Loan, New Common Stock or New Warrantsithdor U.S. federal income tax
purposes, (i) an individual citizen or residenttd United States, (ii) a corporation, or entity
treated as a corporation, organized in or undelatie of the United States or any state thereof
or the District of Columbia, (iii) a trust if (a)@urt within the United States is able to exercise
primary supervision over the administration of thest and one or more U.S. persons have the
authority to control all substantial decisionsué trust or (b) such trust has made a valid electio
to be treated as a U.S. person for U.S. federahigctax purposes or (iv) an estate, the income
of which is includible in gross income for U.S. &dl income tax purposes regardless of its
source.

For purposes of this discussion, a “Non-U.S. Hdldezans a holder of a Claim, the New
Term Loan, New Common Stock or New Warrants thabisU.S. federal income tax purposes,
(i) a nonresident alien individual, (i) a non-Uc®rporation or (iii) a non-U.S. estate or non-U.S.
trust. This summary does not address all aspétisSo federal income taxes that may be
relevant to Non-U.S. Holders in light of their pgmal circumstances, and does not deal with
federal taxes other than the federal income taxitbr non-U.S., state, local or other tax
considerations. Special rules, not discussed heag,apply to certain Non-U.S. Holders,
including U.S. expatriates, controlled foreign amgtions, passive foreign investment
companies and corporations that accumulate eartorggoid U.S. federal income tax. Such
Non-U.S. Holders should consult their own tax adrsgo determine the U.S. federal, state, local
and other tax consequences that may be relevémeto. In the case of a holder that is classified
as a partnership for U.S. federal income tax pupothe tax treatment of a partner generally will
depend upon the status of the partner and thetegiof the partnership. If you are a partner of
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a partnership that is a holder of a Claim, the Nenm Loan, New Common Stock or New
Warrants, then you should consult your own tax sahg.

This discussion does not purport to address a#@smf U.S. federal income taxation
that may be relevant to FairPoint or to certairdbad in light of their individual circumstances.
This discussion does not address tax issues vdfieot to such holders subject to special
treatment under the U.S. federal income tax landyding, for example, banks, governmental
authorities or agencies, pass-through entitiededeand traders in securities, insurance
companies, financial institutions, tax-exempt orgations, small business investment
companies and regulated investment companies asd tiolding, or who will hold, Claims, the
New Term Loan, New Common Stock or New Warrantqaasof a hedge, straddle, conversion
or constructive sale transaction). No aspectaiestocal, estate, gift or non-U.S. taxation is
addressed. The following discussion assumes #udit leolder of a Claim or the New Common
Stock, New Term Loan and New Warrants, as appkcdinlds such instrument as a “capital
asset” within the meaning of Section 1221 of th€.IR

ACCORDINGLY, THE FOLLOWING SUMMARY OF CERTAIN U.SFEDERAL
INCOME TAX CONSEQUENCES IS FOR INFORMATIONAL PURPOBS ONLY AND IS
NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING AND ADVIGE BASED UPON
THE INDIVIDUAL CIRCUMSTANCES PERTAINING TO A HOLDER OF A CLAIM.

ALL HOLDERS OF CLAIMS ARE URGED TO CONSULT THEIR OW TAX ADVISORS
FOR THE FEDERAL, STATE, LOCAL AND NON-U.S. TAX CONSQUENCES OF THE
PLAN.

INTERNAL REVENUE SERVICE CIRCULAR 230 DISCLOSURE TO ENSURE
COMPLIANCE WITH REQUIREMENTS IMPOSED BY THE IRS, ANY TAX ADVICE
CONTAINED IN THIS DISCLOSURE STATEMENT (INCLUDING ANY
ATTACHMENTS) IS NOT INTENDED OR WRITTEN TO BE USEDAND CANNOT BE
USED, BY ANY TAXPAYER FOR THE PURPOSE OF AVOIDINGAX RELATED
PENALTIES UNDER THE INTERNAL REVENUE CODE. TAX ADMCE CONTAINED
IN THIS DISCLOSURE STATEMENT (INCLUDING ANY ATTACHMENTS) IS
WRITTEN IN CONNECTION WITH THE PROMOTION OR MARKETING OF THE
TRANSACTIONS OR MATTERS ADDRESSED BY THE DISCLOSURETATEMENT.
EACH TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPXER'S
PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX AYISOR.

B. CERTAIN U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN TO
FAIRPOINT

1. Cancellation of Debt and Reduction of Tax Attributes

In general, absent an exception, a debtor wilizeand recognize cancellation of debt
income (“COD Incom® upon satisfaction of its outstanding indebtednies total consideration
less than the amount of such indebtedness. TharambdCOD Income, in general, is the excess
of (a) the adjusted issue price of the indebtedsassfied, over (b) the sum of (x) the amount of
Cash paid, (y) the issue price of any new indel#ssliof the taxpayer issued and (z) the fair
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market value of any new consideration (includingN@ommon Stock and New Warrants) given
in satisfaction of such indebtedness at the tinth@fxchange.

A debtor will not, however, be required to incluatey amount of COD Income in gross
income if the debtor is under the jurisdiction afaurt in a case under chapter 11 of the
Bankruptcy Code and the discharge of debt occursupmt to that proceeding. Instead, as a
consequence of such exclusion, a debtor must ratiuta attributes by the amount of COD
Income that it excluded from gross income purst@@ection 108 of the IRC. In general, tax
attributes will be reduced in the following ordd€r) net operating losses (“NO0s(b) most tax
credits; (c) capital loss carryovers; (d) tax basiassets (but not below the amount of liabilities
to which the debtor remains subject); (e) passttwity loss and credit carryovers; and (f)
foreign tax credits. A debtor with COD Income ndgct first to reduce the basis of its
depreciable assets pursuant to Section 108(b)hedRC, though it has not been determined
whether FairPoint would make this election. In¢betext of a consolidated group of
corporations, the tax rules provide for a compledeang mechanism in determining how the tax
attributes of one member can be reduced by the @®0O@ne of another member.

Because the Plan provides that holders of certmS will receive a share of the New
Common Stock, New Warrants and/or the New Term Ltdaamount of COD Income, and
accordingly the amount of tax attributes requiete reduced, will depend on the fair market
values of the New Common Stock and the New Warramtithe Effective Date, and the issue
price of the New Term Loan. This value cannot bevin with certainty until after the Effective
Date. Following this reduction, FairPoint expetiat, subject to the limitations discussed herein
and subject to whether FairPoint decides to refitgtethe basis in its depreciable assets, its
NOL carryforwards may be eliminated upon emergdraa chapter 11, but FairPoint will have
other significant tax attributes remaining. Furtl#&irPoint expects that substantial NOL
carryforwards will remain at the level of certainFairPoint Communications’ subsidiaries.
However, such NOL carryforwards will be subjectitigation under IRC Section 382, as
described below.

2. Limitation of NOL Carryforwards and Other Tax Attri butes

FairPoint anticipates that Reorganized FairPoitithvaive significant tax attributes at
emergence. The exact amount of such tax attriitbhggawill be available to Reorganized
FairPoint at emergence is based on a number afrfaanhd is not possible to calculate at this
time. Some of the factors that will impact the ammioof available tax attributes include: (a) the
amount of tax losses incurred by FairPoint in 2q6®the fair market value of the New
Common Stock, New Warrants, and the issue pritkeoNew Term Loan; and (c) the amount of
COD Income incurred by FairPoint in connection witmsummation of the Plan. Following
consummation of the Plan, FairPoint anticipates ¢eetain built-in gains of FairPoinit €., the
excess of the fair market value of assets ovetath®asis of such assets), if recognized within a
five-year period following consummation, may ingedhe amount subject to the annual
limitation under Section 382 of the IRC as a restiin “ownership change” of FairPoint by
reason of the transactions pursuant to the Plan.

Under Section 382 of the IRC, if a corporation ugdes an “ownership change,” the
amount of its NOLs existing at the time of the ovaigp change (“Pre-Change LosYdkat may
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be utilized to offset future taxable income gerlgral subject to an annual limitation. As
discussed in greater detail herein, FairPoint ggttes that the issuance of the New Common
Stock pursuant to the Plan will result in an “ovwsiep change” of FairPoint for these purposes,
and that FairPoint’s use of its Pre-Change Lossk&evsubject to limitation unless an exception
to the general rules of Section 382 of the IRC iagpl

(1) General Section 382 Annual Limitation

This discussion refers to the limitation determineder Section 382 of the IRC in the
case of an “ownership change” as the “Section 38ftation.” In general, the annual Section
382 Limitation on the use of Pre-Change Lossesy‘post-change year” is equal to the product
of (a) the fair market value of the stock of thepmwation immediately before the “ownership
change” (with certain adjustments) multiplied by itie “long-term tax-exempt rate” in effect for
the month in which the “ownership change” occupp(aximately 4.16% for the month of
December 2009). However, as discussed below, GiairBxpects to elect a special rule
available under a chapter 11 case to value th& std€airPoint Communications immediately
after the effectiveness of the Plan. The Sect&hl3mitation may be increased to the extent
that FairPoint recognizes certain built-in gaingsnassets during the five-year period following
the ownership change, or FairPoint is treated @sgrézing built-in gains pursuant to the safe
harbors provided in IRS Notice 2003-65. Sectio8 8Bthe IRC applies a similar limitation to
capital loss carryforwards and tax credits. Anysed limitation may be carried forward,
thereby increasing the annual limitation in thessquent taxable year. As discussed below,
however, special rules may be elected in the chaeorporation which experiences an
ownership change as the result of a bankruptcyeadiag.

The issuance under the Plan of the New Common Sébakg with the cancellation of
existing Equity Interests through the Plan, is expe to cause an ownership change with respect
to FairPoint on the Effective Date. As a resultiegs an exception applies, Section 382 of the
IRC will apply to limit FairPoint’s use of any reiéng Pre-Change Losses after the Effective
Date. This limitation is independent of, and imligidn to, the reduction of tax attributes
described in the preceding section resulting froenexclusion of COD Income.

(i) Special Bankruptcy Exceptions

An exception to the foregoing annual limitationesigenerally applies when so-called
“qualified creditors” of a debtor company in chapté receive, in respect of their Claims, at
least 50% of the vote and value of the stock oféoeganized debtor (or a controlling
corporation if also in chapter 11) pursuant to aficmed chapter 11 plan (the “382(1)(5)
Exceptiori). Under the 382(1)(5) Exception, a debtor’'s Rteange Losses are not limited on an
annual basis but, instead, the debtor's NOLs apeired to be reduced by the amount of any
interest deductions claimed during any taxable geding during the three-year period
preceding the taxable year that includes the é¥iectate of the plan of reorganization, and
during the part of the taxable year prior to arduding the effective date of the plan of
reorganization, in respect of all debt converted stock in the reorganization. If the 382(1)(5)
Exception applies and the debtor undergoes anotieership change within two years after
consummation, then the debtor’s Pre-Change Lossaklve eliminated in their entirety.
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Where the 382(1)(5) Exception is not applicablén@i because the debtor does not
qualify for it or the debtor otherwise elects noutilize the 382(1)(5) Exception), a second
special rule will generally apply (the “382(1)(6xdeptiori). When the 382(1)(6) Exception
applies, a debtor corporation that undergoes aremship change generally is permitted to
determine the fair market value of its stock affééing into account the increase in value
resulting from any surrender or cancellation ofids’ claims in the bankruptcy. This differs
from the ordinary rule that requires the fair mankaue of a debtor corporation that undergoes
an ownership change to be determined immediatébré¢he events giving rise to the change.
The 382(1)(6) Exception also differs from the 3§21 Exception in that the debtor corporation
is not required to reduce its NOLs by interest @¢idas in the manner described above, and the
debtor may undergo a change of ownership withinyears without causing the complete
elimination of its Pre-Change Losses.

Due to the limitations imposed by the 382(1)(5) &ptoon, the uncertainty regarding
whether prepetition trading in Claims of FairPdi@mmunications would allow FairPoint to
qualify for it, and the fact that NOL carryforwardsuld still be subject to reduction to the
extent of COD Income, FairPoint does not plan tlizetthe 382(1)(5) Exception. However,
FairPoint does expect to utilize the 382(1)(6) Eptcen. Nevertheless, Reorganized FairPoint’s
use of its Pre-Change Losses after the Effectivie ¥l be subject to the Section 382
Limitation and, therefore, adversely affected by ‘tbwnership change” (within the meaning of
Section 382 of the IRC) that will occur upon théeefive Date pursuant to the Plan.

3. Alternative Minimum Tax

In general, an alternative minimum tax (“AR)Tis imposed on a corporation’s
alternative minimum taxable income_(“AM7lat a 20% rate to the extent such tax exceeds the
corporation’s regular federal income tax for tharyeAMT]I is generally equal to regular taxable
income with certain adjustments. For purposesofmuting AMTI, certain tax deductions and
other beneficial allowances are modified or elintla For example, only 90% of a
corporation’s AMTI may be offset by available aitative tax NOL carryforwards. Additionally,
under Section 56(g)(4)(G) of the IRC, an ownersiigange (as discussed above) that occurs with
respect to a corporation having a net unrealizéittipdoss in its assets will cause, for AMT
purposes, the adjusted basis of each asset obtheration immediately after the ownership
change to be equal to its proportionate sharerfd@ied on the basis of respective fair market
values) of the fair market value of the assetiefdorporation, as determined under Section
382(h) of the IRC, immediately before the ownersttipnge. FairPoint believes it will not have
a net unrealized built-in loss in its assets imratadly after the ownership change, and therefore
may not be impacted by these AMT rules with respebiuilt-in losses. However, it is uncertain
at this time whether other tax items of FairPoiilt subject FairPoint to the AMT rules.

C. CERTAIN U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN TO
U.S. HOLDERS OF ALLOWED CLAIMS

1. Consequences to U.S. Holders of Prepetition Creditigreement Claims

The following discussion assumes that the obligatioderlying each Allowed
Prepetition Credit Agreement Claim is properly tegbas debt (rather than equity) of FairPoint.
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Pursuant to the Plan, each holder of an Alloweg®&rgon Credit Agreement Claim will receive
such holder’'sro ratashare (taking into account the election describdbis Disclosure
Statement) of the New Term Loan and the New Com8tonk (as further described in this
Disclosure Statement above) and possibly some anmo@ash.

Whether a U.S. Holder of an Allowed Prepetition@régreement Claim recognizes
gain or loss as a result of the exchange of itenClar the New Term Loan, the New Common
Stock, Cash or all three depends on whether (atbleange qualifies as a tax-free
recapitalization, which in turn depends on whetherdebt underlying the Allowed Prepetition
Credit Agreement Claim surrendered and the New Teayam (with respect to receipt of the New
Term Loan) are treated as a “security” for the gaarzation provisions of the IRC, (b) the U.S.
Holder has previously included in income any acdroet unpaid interest with respect to the
Allowed Prepetition Credit Agreement Claim, (c) tHe5. Holder has claimed a bad debt
deduction or worthless security deduction with eetppo such Allowed Prepetition Credit
Agreement Claim and (d) the U.S. Holder uses tlceuat or cash method of accounting for tax
purposes.

(1) Treatment of a Debt Instrument as a Security

Whether a debt instrument constitutes a “secufay’'U.S. federal income tax purposes is
determined based on all the relevant facts andmistances, but most authorities have held that
the length of the term of a debt instrument ismapartant factor in determining whether such
instrument is a security for U.S. federal incomeparposes. These authorities have indicated
that a term of less than five years is evidencetti@instrument is not a security, whereas a term
of ten years or more is evidence that it is a sgculhere are numerous other factors that could
be taken into account in determining whether a dedttument is a security, including the
security for payment, the creditworthiness of thegwr, the subordination or lack thereof to
other creditors, the right to vote or otherwisetipgrate in the management of the obligor,
convertibility of the instrument into an equityengst of the obligor, whether payments of
interest are fixed, variable or contingent, and tveesuch payments are made on a current basis
or accrued. Each U.S. Holder of an Allowed PrejoetiCredit Agreement Claim should consult
with its own tax advisor to determine whether or the debt underlying such Prepetition Credit
Agreement Claim is a security for U.S. federal imeotax purposes.

(i) Treatment of a U.S. Holder of a Senior SecurednClathe Exchange of
its Claim is Treated as a Reorganization

If a debt instrument constituting a surrenderedwéd Prepetition Credit Agreement
Claim and the New Term Loan are each treated asa@ufity” for U.S. federal income tax
purposes, the exchange of a U.S. Holder’s Allowespétition Credit Agreement Claim for the
New Term Loan should be treated as a recapitadizatind therefore a reorganization, under the
IRC. If a debt instrument constituting a surreredeAllowed Prepetition Credit Agreement
Claim is treated as a security for U.S. federabme tax purposes, the exchange of a U.S.
Holder’s Allowed Prepetition Credit Agreement Claion the New Common Stock should be
treated as a recapitalization, and therefore ayegnzation, under the IRC. A U.S. Holder of a
surrendered Allowed Prepetition Credit Agreemerati@lwill recognize gain, but not loss, on
the exchange. Specifically, the U.S. Holder walt@gnize (a) capital gain, subject to the “market
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discount” rules discussed below, to the extenheflésser of (i) the amount of gain realized from
the exchange or (ii) the amount of “other prope(ty¢., property that is not a “security” for U.S.
federal income tax purposes, such as Cash, andriges” to the extent that the principal
amount of securities received exceeds the prinapelunt of securities surrendered) received,
and (b) ordinary interest income to the extent thatNew Term Loan and/or New Common
Stock are treated as received in satisfaction afuad but untaxed interest on the debt
instrument underlying the Allowed Prepetition Cieljreement Claim.See Section XII.C.1.v
(“Certain Federal Income Tax Considerations—Certaid.S. Federal Income Tax
Consequences of the Plan to U.S. Holders of Allow&dims—Consequences to U.S. Holders
of Prepetition Credit Agreement Claims—Accrued Inést”). In such case, a U.S. Holder’s tax
basis in its New Term Loan and New Common Stockilshbe equal to the tax basis of the
obligation constituting the Allowed Prepetition GieAgreement Claim surrendered therefor
(increased by the amount of any gain recognizeddaadeased by the fair market value of “other
property” received). In addition, a U.S. Holden@lding period for its New Term Loan and New
Common Stock should include the holding periodtii@r obligation constituting the surrendered
Allowed Prepetition Credit Agreement Claim; prowidihat the tax basis of any New Term Loan
or New Common Stock treated as received in satisfaof accrued but untaxed interest should
equal the amount of such accrued but untaxed stteard the holding period for any such New
Term Loan and New Common Stock should not inclheehiblding period of the debt
instrument constituting the surrendered Allowedpetigion Credit Agreement Claim. However,
it is not FairPoint’s current intention to treaetbxchange of Allowed Prepetition Credit
Agreement Claims as a tax-deferred reorganization.

(i) Treatment of a U.S. Holder of an Allowed Seniori®ed Claim If the
Exchange of its Claim is not Treated as a Reorgéioiz

If a debt instrument constituting a surrenderedwtd Prepetition Credit Agreement
Claim is not treated as a “security” for U.S. feléncome tax purposes, a U.S. Holder of such a
Claim should be treated as exchanging its Allowezpetition Credit Agreement Claim for the
New Term Loan and/or for the New Common Stock and@ash received in a fully taxable
exchange. A U.S. Holder of an Allowed Prepetitiredit Agreement Claim who is subject to
this treatment should recognize gain or loss etutde difference between (i) the issue price of
the New Term Loan and the fair market value off\leev Common Stock, in each case that is not
allocable to accrued but untaxed interest and ashCeceived, and (ii) the U.S. Holder’s
adjusted tax basis in the obligation constitutimg surrendered Allowed Prepetition Credit
Agreement Claim. Such gain or loss should be abhgé#in or loss, subject to the “market
discount” rules discussed below, and should be teng capital gain or loss if the instruments
constituting the surrendered Allowed Prepetitioedtr Agreement Claim were held for more
than one year. To the extent that a portion oNbB& Term Loan and/or New Common Stock or
Cash is allocable to accrued but untaxed intettestl).S. Holder may recognize ordinary interest
income. See Section XII.C.1.v (“Certain Federal Income T&onsiderations—Certain U.S.
Federal Income Tax Consequences of the Plan to UH8Iders of Allowed
Claims—Consequences to U.S. Holders of Prepetitiredit Agreement Claims—Accrued
Interest”). A U.S. Holder's tax basis in the New Term Loanaived on the Effective Date
should equal its issue price and a U.S. Holdekstsis in the New Common Stock should
equal its fair market value. A U.S. Holder’s holgliperiod for the New Term Loan and New
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Common Stock received on the Effective Date shbelgin on the day following the Effective
Date.

(iv) Issue Price of a Debt Instrument

The determination of “issue price” for purposesha$ analysis will depend, in part, on
whether the debt instruments issued to a U.S. Haldthe property surrendered under the Plan
are traded on an “established securities markeghgtime during the 60-day period ending 30
days after the Effective Date. In general, a detitument (or the stock or securities exchanged
therefor) will be treated as traded on an estabtisharket if (a) it is listed on (i) a qualifying
national securities exchange, (ii) certain quatifyinterdealer quotation systems or (iii) certain
gualifying non-U.S. securities exchanges; (b) fiegrs on a system of general circulation that
provides a reasonable basis to determine fair magtee; or (c) in certain situations the price
guotations are readily available from dealers, erslor traders. The issue price of a debt
instrument that is traded on an established mdokehat is issued for stock or securities so
traded) would be the fair market value of such deftrument (or such stock or securities so
traded) on the issue date as determined by sudimgraThe issue price of a debt instrument that
is neither so traded nor issued for stock or s@earso traded would be its stated principal
amount (provided that the interest rate on the ohdtument exceeds the applicable federal rate
published by the IRS).

(v) Accrued Interest

To the extent that any amount received by a U.3détaf a surrendered Allowed Claim
under the Plan is attributable to accrued but uhjpaerest and such amount has not previously
been included in the U.S. Holder’s gross incomehsamount should be taxable to the U.S.
Holder as ordinary interest income. Conversely,& Holder of a surrendered Allowed Claim
may be able to recognize a deductible loss (oisiplys a write-off against a reserve for
worthless debts) to the extent that any accruentast on the debt instruments constituting such
Claim was previously included in the U.S. Holdegtess income but was not paid in full by
FairPoint. Such loss may be ordinary, but thddaxis unclear on this point.

The extent to which the consideration received by& Holder of a surrendered
Allowed Claim will be attributable to accrued irgst on the debts constituting the surrendered
Allowed Claim is unclear. Certain U.S. TreasungRations generally treat a payment under a
debt instrument first as a payment of accrued amaxed interest and then as a payment of
principal. Application of this rule to a final payent on a debt instrument being discharged at a
discount in bankruptcy is unclear. Pursuant toRlam, distributions in respect of Allowed
Claims will be allocated first to the principal aomt of such Claims (as determined for U.S.
federal income tax purposes) and then, to the e#terconsideration exceeds the principal
amount of the Claims, to any portion of such Claforsaccrued but unpaid interest. However,
the provisions of the Plan are not binding on 8 hor a court with respect to the appropriate
tax treatment for creditors.
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(vi) Market Discount

Under the “market discount” provisions of Sectidi236 through 1278 of the IRC, some
or all of any gain realized by a U.S. Holder exajiag the debt instruments constituting its
Allowed Claim may be treated as ordinary incomst@ad of capital gain), to the extent of the
amount of “market discount” on the debt constitgtihe surrendered Allowed Claim.

In general, a debt instrument is considered to haem acquired with “market discount”
if its U.S. Holder’s adjusted tax basis in the detrument is less than (i) the sum of all
remaining payments to be made on the debt instryragaluding “qualified stated interest” or,
(i) in the case of a debt instrument issued wahdinal issue discount,” its adjusted issue price,
by at least a de minimis amount (equal to 0.25%efsum of all remaining payments to be
made on the debt instrument, excluding qualifiedest interest, multiplied by the number of
remaining whole years to maturity).

Any gain recognized by a U.S. Holder on the taxaldposition (determined as described
above) of debts that it acquired with market dista@lnould be treated as ordinary income to the
extent of the market discount that accrued theveluie such debts were considered to be held
by the U.S. Holder (unless the U.S. Holder eletbeidclude market discount in income as it
accrued). To the extent that the surrendered diedtrad been acquired with market discount
are exchanged in a tax-free or other reorganizatanrsaction for other property (as may occur
here), any market discount that accrued on sucts detb was not recognized by the U.S. Holder
may be required to be carried over to the propedgived therefor and any gain recognized on
the subsequent sale, exchange, redemption or digpsition of such property may be treated as
ordinary income to the extent of the accrued buecognized market discount with respect to
the exchanged debt instrument.

2. Consequences to U.S. Holders of Unsecured Claims

The following discussion assumes that (i) the @ian underlying each Allowed
Unsecured Claim is properly treated as debt (ratrer equity) of FairPoint and (ii) the holders
of Unsecured Claims vote to approve the Plan. lRuntsto the Plan, each holder of an
Unsecured Claim will receive such holdepi® ratashare of the New Common Stock and New
Warrants (as further described in this Disclosuste®nent above).

Whether a U.S. Holder of an Allowed Unsecured Cleggognizes gain or loss as a result
of the exchange of its Claim for New Common Stochew Warrants depends on whether (a)
the exchange qualifies as a tax-free recapitatinatvhich in turn depends on whether the debt
underlying the Allowed Unsecured Claim surrendasetteated as a “security” for the
reorganization provisions of the IR€ge Section XII.C.1.i (“Certain Federal Income Tax
Considerations—Certain U.S. Federal Income Tax Ceqgiences of the Plan to U.S. Holders
of Allowed Claims—Consequences to U.S. Holders oépetition Credit Agreement
Claims—Treatment of a Debt Instrument as a Secuf)ty(b) the U.S. Holder has previously
included in income any accrued but unpaid intengitt respect to the Allowed Unsecured
Claim, (c) the U.S. Holder has claimed a bad debiudtion or worthless security deduction with
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respect to such Allowed Unsecured Claim and (d)t& Holder uses the accrual or cash
method of accounting for tax purposes.

0] Treatment of a U.S. Holder of an Allowed Unsecutdaim if the
Exchange of its Claim is Treated as a Reorganizatio

If a debt instrument constituting a surrendereadwéd Unsecured Claim is treated as a
“security” for U.S. federal income tax purpose® éxchange of a U.S. Holder’s Allowed
Unsecured Claim for the New Common Stock and Newrslviés should be treated as a
recapitalization, and therefore a reorganizatiowles the IRC. A U.S. Holder of a surrendered
Allowed Unsecured Claim will recognize gain, but fass, on the exchange. Specifically, the
U.S. Holder will recognize (a) capital gain, subjecthe market discount rules discussed below,
to the extent of the lesser of (i) the amount ah gaalized from the exchange or (ii) the amount
of “other property” (i.e., property that is not seturity” for U.S. federal income tax purposes
and “securities” to the extent that the principaloant of securities received exceeds the
principal amount of securities surrendered) reakia®ad (b) ordinary interest income to the
extent that the New Common Stock and New Warramt$raated as received in satisfaction of
accrued but untaxed interest on the debt instrunneeérlying the Allowed Unsecured Claim.
See Section XII.C.1.v (“Certain Federal Income T&onsiderations—Certain U.S. Federal
Income Tax Consequences of the Plan to U.S. Holdei#\llowed Claims—Consequences to
U.S. Holders of Prepetition Credit Agreement Claig\ccrued Interest”) In such case, a
U.S. Holder’s tax basis in its New Common Stock Biesv Warrants should be equal to the tax
basis of the obligation constituting the Alloweddéoured Claim surrendered therefor (increased
by the amount of any gain recognized and decreagéuk fair market value of “other property”
received), and a U.S. Holder’s holding period feNew Common Stock and New Warrants
should include the holding period for the obligatmnstituting the surrendered Allowed
Unsecured Claim; provided that the tax basis ofdeyw Common Stock and New Warrants
treated as received in satisfaction of accruedibtaxed interest should equal the amount of
such accrued but untaxed interest, and the hofsknigd for any such New Common Stock and
New Warrants should not include the holding penbthe debt instrument constituting the
surrendered Allowed Unsecured Claim.

(i) Treatment of a U.S. Holder of an Allowed Unsecutdaim if the
Exchange of its Claim is Not Treated as a Reorgéioia

If a debt instrument constituting a surrenderedw#d Unsecured Claim is not treated as
a “security” for U.S. federal income tax purposes].S. Holder of such a Claim should be
treated as exchanging its Allowed Unsecured Clainmie New Common Stock and New
Warrants in a fully taxable exchange. A U.S. Hololean Allowed Unsecured Claim who is
subject to this treatment should recognize gaioss equal to the difference between (i) the fair
market value of the New Common Stock and New Wisreeteived in the exchange that are not
allocable to accrued but untaxed intersst Section XII.C.1.iv (“Certain Federal Income Tax
Considerations—Certain U.S. Federal Income Tax Ceqgiences of the Plan to U.S. Holders
of Allowed Claims—Consequences to U.S. Holders oépetition Credit Agreement
Claims—Issue Price of a Debt Instrument”and (ii) the U.S. Holder’s adjusted tax basithie
obligation constituting the surrendered Allowed Beigred Claim. Such gain or loss should be
capital gain, subject to the “market discount” sutiiscussed above, and should be long-term
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capital gain or loss if the debts constituting shherendered Allowed Unsecured Claim were held
for more than one year. To the extent that a pof the New Common Stock or New Warrants
is allocable to accrued but untaxed interest, tt#& Holder may recognize ordinary interest
income. See Section XII.C.1.v (“Certain Federal Income T&onsiderations—Certain U.S.
Federal Income Tax Consequences of the Plan to UH8lders of Allowed
Claims—Consequences to U.S. Holders of Prepetitieredit Agreement Claims—Accrued
Interest”). A U.S. Holder's tax basis in the New Common &tand New Warrants should

equal their fair market value. A U.S. Holder'sdiag period for the New Common Stock and
New Warrants received on the Effective Date shbelgin on the day following the Effective
Date.

3. Consequences to U.S. Holders of Holding New Comm@&tock
(1) Dividends on New Common Stock

Any distributions made on the New Common Stock wealhstitute dividends for U.S.
federal income tax purposes to the extent of tmeentior accumulated earnings and profits of
Reorganized FairPoint Communications as determumeleér U.S. federal income tax principles.
To the extent that a U.S. Holder receives distrdng that would otherwise constitute dividends
for U.S. federal income tax purposes but that exseeh current and accumulated earnings and
profits, such distributions will be treated first @ non-taxable return of capital reducing the U.S.
Holder’s basis in its shares. Any such distribogian excess of the U.S. Holder’s basis in its
shares (determined on a share-by-share basis)aljgneitl be treated as capital gain. Subject to
certain exceptions, dividends received by non aagoU.S. Holders prior to 2011 will be taxed
under current law at a maximum rate of 15%, praditteat certain holding period requirements
and other requirements are met. Under currentday such dividends received after 2010 will
be taxed at the rate applicable to ordinary income.

Dividends paid to U.S. Holders that are corporatigenerally will be eligible for the
dividends-received deduction so long as there @#feient earnings and profits. However, the
dividends received deduction is only availablesiftain holding period requirements are
satisfied. The length of time that a shareholder lreld its stock is reduced for any period during
which the shareholder’s risk of loss with respedhie stock is diminished by reason of the
existence of certain options, contracts to sebiytsbales or similar transactions. In addition, to
the extent that a corporation incurs indebtedreatsis directly attributable to an investment in
the stock on which the dividend is paid, all oroation of the dividends received deduction may
be disallowed.

The benefit of the dividends-received deduction tmrporate shareholder may be
effectively reduced or eliminated by operationtw textraordinary dividend” provisions of
Section 1059 of the IRC, which may require the oaafe recipient to reduce its adjusted tax
basis in its shares by the amount excluded fromnmecas a result of the dividends-received
deduction. The excess of the excluded amountadjeisted tax basis may be treated as gain. A
dividend may be treated as “extraordinary” if {1¢quals or exceeds 10% of the holder’s
adjusted tax basis in the stock (reduced for thip@se by the non-taxed portion of any prior
extraordinary dividend), treating all dividends myvex-dividend dates within an 85-day period
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as one dividend, or (2) it exceeds 20% of the htddmdjusted tax basis in the stock, treating all
dividends having ex dividend dates within a 365-gagiod as one dividend.

(i) Sale, Redemption or Repurchase of New Common Stock

Unless a non-recognition provision applies, sulj@the market discount rules discussed
above, U.S. Holders generally will recognize cdmtan or loss upon the sale, redemption or
other taxable disposition of the New Common Stock.

4, Consequences to U.S. Holders of Holding the New TerLoan

(1) Interest on the New Term Loan Interest paid onNtbes Term Loan will
be taxable to a U.S. Holder as ordinary interestnme.

(i) Sale or Retirement of the New Term Loan

Upon the sale, exchange or retirement of a New Teryam, a U.S. Holder will recognize
taxable gain or loss equal to the difference betvibe amount realized on the sale, exchange, or
retirement and the U.S. Holder’s adjusted tax biasise New Term Loan. For these purposes,
the amount realized does not include any amoumbatéble to accrued interest. Amounts
attributable to accrued interest are treated &sast. See Section XII.C.1.v (“Certain Federal
Income Tax Considerations—Certain U.S. Federal Ino@ Tax Consequences of the Plan to
U.S. Holders of Allowed Claims—Consequences to WH8lders of Prepetition Credit
Agreement Claims—Accrued Interest”)As it is unlikely that the New Term Loan will be
issued with market discount, gain or loss reali@edhe sale, exchange or retirement of a New
Term Loan will generally be long-term capital gaimloss if at the time of sale, exchange or
retirement such New Term Loan has been held foertt@an one year. However, sewith
respect to surrendered claims that were acquirddmarket discount and that are exchanged in
a tax-free transaction.

5. Consequences to U.S. Holders of Exercising New Wamts

A recipient of New Warrants generally should naiognize taxable gain or loss upon the
exercise of such New Warrants. The tax basisarNeaw Common Stock received upon
exercise of the New Warrants should equal the suilmeoU.S. Holder’s tax basis in the New
Warrants and the amount paid for such New CommookStThe holding period in any New
Common Stock received upon the exercise of the Weasrants should commence the day
following its acquisition.

D. CERTAIN U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN TO
NON-U.S. HOLDERS OF ALLOWED CLAIMS

1. Consequences to Non-U.S. Holders of the Exchange

Any gain or interest income realized by a Non-UHSlder on the exchange of its Claim
generally will be exempt from U.S. federal incomrmenithholding tax, provided that:

. such Non-U.S. Holder does not own, actually or toicsively, 10 percent or
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more of the total combined voting power of all skes of the voting stock of
FairPoint Communications, is not a controlled fgrecorporation related, directly
or indirectly, to FairPoint Communications througjbck ownership, and is not a
bank receiving interest described in Section 8§3j()\) of the IRC;

. the statement requirement set forth in Sectiont87dx( Section 881(c) of the IRC
has been fulfilled with respect to the beneficiaher, as discussed below;

. such Non-U.S. Holder is not an individual who isgent in the United States for
183 days or more in the taxable year of dispositiowho is subject to special
rules applicable to former citizens and residefts® United States; and

. such gain or interest income is not effectivelyroeeted with the conduct by such
Non-U.S. Holder of a trade or business in the Wh8¢ates.

The statement requirement referred to in the piagguaragraph will generally be
fulfilled if the beneficial owner of the property €ash received on the exchange certifies on IRS
Form W-8BEN (or such successor form as the IRSgdases) under penalties of perjury that it is
not a U.S. person and provides its name and addidssNon-U.S. Holder must provide the
form to FairPoint or its paying agent, or in theeaf a note held through a securities clearing
organization, bank or other financial institutiosiding customers’ securities in the ordinary
course of its trade or business, to such organizatiank or other financial institution, which
must in turn provide to FairPoint or its paying aipa statement that it has received the form and
furnish a copy thereof; provided, that a non-Ui&aricial institution will fulfill this requirement
by filing IRS Form W-8IMY if it has entered into agreement with the IRS to be treated as a
qualified intermediary. These forms must be pecalty updated.

If a Non-U.S. Holder is engaged in a trade or bessnin the United States, and if any
gain or interest income realized on the exchanges afaim is effectively connected with the
conduct of such trade or business, the Non-U.Sdétphlthough exempt from the withholding
tax discussed in the preceding paragraphs, wikggly be subject to regular U.S. federal
income tax on such gain or interest income in #treesmanner as if it were a U.S. Holder. In
lieu of the certificate described in the precedmagagraph, such a Non-U.S. Holder will be
required to provide a properly executed IRS Forn8B\I (or such successor form as the IRS
designates), in the manner described above, irr twd#aim an exemption from withholding tax.
In addition, if such a Non-U.S. Holder is a corgmma, it may be subject to a branch profits tax
equal to 30% (or such lower rate provided by ariegple treaty) of its effectively connected
earnings and profits for the taxable year, sulifecertain adjustments.

2. Consequences to Non-U.S. Holders of Holding the Néverm Loan, New
Common Stock and/or New Warrants

This summary assumes that no item of income origaiespect of the New Term Loan,
New Common Stock and New Warrants at any timeheleffectively connected with a U.S.
trade or business conducted by the Non-U.S. Holder.
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0] Dividends on New Common Stock

Dividends paid to a Non-U.S. Holder (to the ex{aestd out of our current or
accumulated earnings and profits, as determined f8r federal income tax purposes) generally
will be subject to withholding of U.S. federal inme tax at a 30% rate or such lower rate as may
be specified by an applicable income tax treaty.

To claim the benefit of a tax treaty a Non-U.S. déslmust provide a properly executed
IRS Form W-8BEN (or such successor form as thedBSgnates), in the manner described
above, prior to the payment of the dividends. AN&S. Holder that is eligible for a reduced
rate of U.S. withholding tax pursuant to an incdaretreaty may obtain a refund from the IRS of
any excess amounts withheld by filing timely anrappiate claim for refund with the IRS.

(i) Interest on the New Term Loan

Generally any interest paid to a Non-U.S. HoldethefNew Term Loan will not be
subject to U.S. federal income tax if the intermpstlifies as “portfolio interest.” Interest on the
New Term Loan generally will qualify as portfolioterest if:

. such Non-U.S. Holder does not own, actually or troiesively, 10 percent or
more of the total combined voting power of all sles of the voting stock of
Reorganized FairPoint Communications, is not arotiet! foreign corporation
related, directly or indirectly, to ReorganizedrPaiint Communications through
stock ownership, and is not a bank receiving istedescribed in Section
881(c)(3)(A) of the IRC; and

. the statement requirement set forth in Sectiont87dx( Section 881(c) of the IRC
has been fulfilled with respect to the beneficiaher, as discussed above.

The gross amount of payments to a Non-U.S. Holtlerterest that does not qualify for
the portfolio interest exemption will be subjectdds. withholding tax at the rate of 30%, unless
a U.S. income tax treaty applies to reduce or elite such withholding tax. To claim the
benefit of a tax treaty a Non-U.S. Holder must faiewa properly executed IRS Form W-8BEN
(or such successor form as the IRS designate)eimanner described above, prior to the
payment of interest. A Non-U.S. Holder who is itlaig the benefits of a treaty may be required
in certain instances to obtain a U.S. taxpayertitieation number and to provide certain
documentary evidence issued by non-U.S. governrhautiaorities to prove residence in the
non-U.S. country.

(i) Gain on Disposition of New Term Loan, New CommoacRtand/or New
Warrants

A Non-U.S. Holder generally will not be subjectUcS. federal income tax with respect
to any gain realized on the sale or other taxaisieasition of New Term Loan (other than in
respect of accrued but unpaid interest that hapneeiously been included in such Non-U.S.
Holder’s gross income, which will instead be treladis interest in the manner described above),
New Common Stock or New Warrants, unless:
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. such Non-U.S. Holder is an individual who is prasarthe United States for 183
days or more in the taxable year of dispositiowbo is subject to special rules
applicable to former citizens and residents ofuinged States; or

. in the case of a disposition of New Common Stocklew Warrants,
Reorganized FairPoint Communications is or has ldeeing a specified testing
period a “U.S. real property holding corporationt {J.S. federal income tax
purposes.

Reorganized FairPoint Communications does notigatie becoming a “U.S. real
property holding corporation” for U.S. federal imge tax purposes, but no assurances can be
given in this regard.

E. WITHHOLDING AND REPORTING

FairPoint will withhold all amounts required by laabe withheld from payments of
interest and dividends. FairPoint will comply wéh applicable reporting requirements of the
IRC. In general, information reporting requirensemtay apply to distributions or payments
made to a holder of a Claim. The IRS may makerfogmation returns reporting such interest
and dividends and withholding available to thedathorities in the country in which a Non-U.S.
Holder is resident. Additionally, backup withhaidiof taxes, currently at a rate of 28%, will
apply to such payments if a U.S. Holder fails toyie an accurate taxpayer identification
number or otherwise fails to comply with the appltite requirements of the backup withholding
rules. Any amounts withheld under the withholdialgs will be allowed as a credit against such
holder's U.S. federal income tax liability and mextitle such holder to a refund from the IRS,
provided that the required information is providedhe IRS.

In addition, from an information reporting perspeet U.S. Treasury Regulations
generally require disclosure by a taxpayer on iS. federal income tax return of certain types of
transactions in which the taxpayer participatediuiding, among other types of transactions,
certain transactions that result in the taxpay&dsning a loss in excess of specified thresholds.
Holders are urged to consult their tax advisoramigg these regulations and whether the
transactions contemplated by the Plan would besstibp these regulations and require
disclosure on the holders’ tax returns.

THE FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN AREOMPLEX.
THE FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTH- FEDERAL
INCOME TAXATION THAT MAY BE RELEVANT TO A PARTICULAR HOLDER IN
LIGHT OF SUCH HOLDER’S CIRCUMSTANCES AND INCOME TAXITUATION. ALL
HOLDERS OF CLAIMS AND EQUITY INTERESTS SHOULD CONSO WITH THEIR
TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCE®O THEM OF THE
TRANSACTIONS CONTEMPLATED BY THE PLAN, INCLUDING TH APPLICABILITY
AND EFFECT OF ANY STATE, LOCAL OR NON-U.S. TAX LAWSAND OF ANY
CHANGE IN APPLICABLE TAX LAWS.
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XIII.
CONCLUSION

FairPoint believes that confirmation and implemgateof the Plan is preferable to any
of the alternatives described above because ifpnoNide the greatest recoveries to holders of
Claims. Any alternative to confirmation of the Rlguch as liquidation or attempts to confirm
another plan of reorganization, would involve sigaint delays, uncertainty, and substantial
additional administrative costs. Moreover, as dbsed above, FairPoint believes that its
creditors will receive greater and earlier recoa®grtnder the Plan than those that could be
achieved in a liquidation. FOR THESE REASONS, FR(RNT URGES ALL HOLDERS OF
IMPAIRED CLAIMS ENTITLED TO VOTE ON THE PLAN TO ACEPT AND TO
EVIDENCE SUCH ACCEPTANCE BY RETURNING THEIR BALLOTSO THAT THEY
WILL BE RECEIVED WITHIN THE TIME STATED IN THE NOTCE OF CONFIRMATION
HEARING AND DISCLOSURE STATEMENT APPROVAL ORDER SBM&D WITH THIS
DISCLOSURE STATEMENT.

125



Dated: New York, New York
Febrdary-+March 10,2010

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

PAUL, HASTINGS, JANOFSKY & WALKER
LLP

By: /s/ Luc A. Despins, Esq.
Luc A. Despins, Esq.
James T. Grogan, Esq.

75 East 55th Street New York, New York 10022
Telephone:  (212) 318-6000

Facsimile: (212) 319-4090

Attorneys for Debtors and Debtors-in-Possession
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