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

BANKRUPTCY CODE

FairPoint Communications, Inc. and its direct and indirect subsidiaries, as
debtors I and Debtors-in-Possession, hereby respectfully propose the following First Amended
Joint Plan of Reorganization pursuant to the provisions of chapter 11 of the Bankruptcy Code:

SECTION I
DEFINITIONS

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

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

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

1.3 "Administrative Expense Claim" means any right to payment constituting
a cost or expense of administration of the Chapter II Cases Allowed under sections 330, S03(b),
507(a)(2) and S07(b) of the Bankruptcy Code (other than Adequate Protection Claims),
including, without limitation, (a) any actual and necessary costs and expenses of preserving
FairPoint's Estates, (b) any actual and necessary costs and expenses of operating FairPoint's
businesses, (c) indebtedness or obligations incurred or assumed by the Debtors-in-Possession
during the Chapter 11 Cases, (d) Claims, pursuant to section S03(b )(9) of the Bankruptcy Code,
for the value of goods received by FairPoint in the twenty (20) days immediately prior to the
Petition Date and sold to FairPoint in the ordinary course of FairPoint's businesses, and (e) any
Professional Fees, whether Allowed before or after the Effective Date. Any fees or charges
assessed against the Estates of FairPoint under section 1930 of chapter 123 oftitle 28 of the
United States Code are excluded from the definition of Administrative Expense Claim and shall
be paid in accordance with Section 16.7 of this Plan.

Code.
1.4 "Affiliate" has the meaning set f011hin section 101 (2) of the Bankruptcy

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

I All of the debtors are identified on Exhibit A ofthis Plan.
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no objection to the allowance thereof, or action to equitably subordinate or otherwise limit
recovery with respect thereto, has been interposed within the applicable period of limitation fixed
by the Plan, the Bankruptcy Code, the Bankruptcy Rules or a Final Order, or as to which an
objection has been interposed and such Claim has been allowed in whole or in part by a Final
Order, (c) any Claim expressly allowed by a Final Order or under the Plan, or (d) any Claim that
is compromised, settled or otherwise resolved pursuant to a Final Order of the Bankruptcy Court
or the authority granted Reorganized FairPoint under Section 10.5 of this Plan; provided,
however, that Claims temporarily allowed solely for the purpose of voting to accept or reject the
Plan pursuant to an order of the Bankruptcy Court shall not be considered Allowed Claims.
Unless otherwise specified in the Plan or by order of the Bankruptcy Court, (i) an Allowed
Administrative Expense Claim or an Allowed Claim shall not, for any purpose under the Plan,
include interest on such Claim from and after the Petition Date, and (ii) an Allowed Claim shall
not include any Claim subject to disallowance in accordance with section S02(d) of the
Bankruptcy Code.

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

1.7 "Amended Certificate oflncorporation" means the second amended and
restated certificate of incorporation of Reorganized FairPoint Communications, which shall
comply with section 1123(a)(6) of the Bankruptcy Code and be substantially in the form
contained in the Plan Supplement.

1.8 "Avoidance Actions" means any and all avoidance and recovery actions
under sections S02(d), 510, 542, 543, 544, 545, 547, 548, 549, 550, 551 and 553 of the
Bankruptcy Code.

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

1.10 "Bankruptcy Code" means title 11 of the United States Code, as amended
from time to time, as applicable to the Chapter 11 Cases.

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

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

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

1.14 "Benefit Plans" means all employee benefit plans, policies and programs
sponsored by FairPoint, including, without limitation, all incentive and bonus arrangements,

PLN-2-
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medical and health insurance, life insurance, dental insurance, disability benefits and coverage,
leave of absence, savings plans, retirement pension plans and retiree benefits (as such tenn is
defined in section 1114 of the Bankruptcy Code).

1.15 "Business Day" means any day other than a Saturday, Sunday, or a "legal
holiday" set forth in Bankruptcy Rule 9006(a).

] .16 "Cash" means legal tender of the United States of America.

1.17 "Cash Equivalent" means:

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

(b) securities issued or directly and fully guaranteed or insured by the
United States government or any agency or instrumentality thereof (provided that the full faith
and credit of the United States is pledged in SUpp0l1thereof);

(c) certi ficates of deposit and eurodollar time deposits;

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

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

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

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

(h) or Section 345 Securities.

1.18 "Cash Payment" has the meaning given such term in Section
S.4.2ec) hereof.

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

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

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

Code.
1.21 "Claim" means a claim, as defined in section 101(5) of the Bankruptcy

1.22 "Class" means a category of Claims or Equity Interests set forth in Section
IV of this Plan.

1.23 "Collateral" means any property or interest in property of the Estates of
FairPoint subject to a Lien, charge or other encumbrance to secure the payment or performance
of a Claim, which Lien, charge or other encumbrance is not subject to avoidance or otherwise
invalid under the Bankruptcy Code or applicable state law.

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

1.25 "Confirmation Hearing" means the hearing conducted by the Bankruptcy
COUl1pursuant to section I128(a) of the Bankruptcy Code to consider confirmation of the Plan
with respect to the Chapter 11 Cases, as such hearing may be adjoumed or continued from time
to time.

1.26 "Confirmation Order" means the order of the Bankruptcy COUl1
confirming the Plan.

1.27 "Consenting Lenders" means, collectively, the Prepetition Credit
Agreement Lenders that are party to the Plan Support Agreement.

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

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

1.30 "Creditors' Committee" means the official committee of unsecured
creditors appointed in the Chapter 11 Cases pursuant to section ll02(a) of the Bankruptcy Code.

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

1.32 "Debtors-in-Possession" means FairPoint in its capacity as debtors-in-
possession in the Chapter 11 Cases under sections 1107(a) and 1108 of the Bankruptcy Code.

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

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

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

l.36 "DIP Order" means the order entered on [.], 2010, authorizing and
approving the DIP Facility.

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

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

l.39 "Disclosure Statement" means that certain amended disclosure statement
relating to the Plan, including, without limitation, all exhibits and Schedules thereto, as the same
may be further amended, supplemented or otherwise modified from time to time, as approved by
the Bankruptcy Court pursuant to section 1125 of the Bankruptcy Code.

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

PLN-5-
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Bankruptcy COUl1 with respect to the Chapter 11 Cases approving the adequacy of the Disclosure
Statement under section 1125 of the Bankruptcy Code.

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

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

1.43 "Distribution" means the distribution to be made in accordance with the
Plan of, as the case may be: (a) Cash, (b) New Common Stock, (c) interests in the New Term
Loan, (d) New Warrants and/or (e) any other distributions to holders of Claims under the terms
and provisions of the Plan.

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

1.45 "Distribution Record Date" means the date that is twenty (20) days before
the first day of the Confirmation Hearing, as originally scheduled by the Bankruptcy Court in the
Disclosure Statement Approval Order.

1.46 "DTC" means The Depository Trust Company.

1.47 "Effective Date" means a Business Day selected by FairPoint, on or after
the Confirmation Date, on which the conditions precedent to the effectiveness of the Plan
specified in Section 12.1 of this Plan shall have been satisfied or waived as provided in Section
12.2 of this Plan.

1.48 "Equity Interest" means, as of the Petition Date, any capital stock or other
ownership interest in FairPoint, whether or not transferable, and any option, call, warrant or right
to purchase, sell or subscribe for an ownership interest or other equity security in FairPoint,
including, but not limited to, (a) the Old FairPoint Equity Interests and (b) the Subsidiary Equity
Interests.

1.49 "Estate" means the estate of any entity included within the definition of
"FairPoint" in the Chapter 11 Cases that was created pursuant to section 541 of the Bankruptcy
Code upon the commencement of the Chapter 11 Cases.

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

1.51 "fairPoint" means, collectively, FairPoint Communications, Inc., BE
Mobile Communications, Incorporated, Bentleyville Communications Corporation, Berkshire
Cable Corp., Berkshire Cellular, Inc., Berkshire Net, Inc., Berkshire New York Access, Inc.,

PLN-6-

0295



Berkshire Telephone Corporation, Big Sandy Telecom, Inc., Bluestem Telephone Company, C &
E Communications, Ltd., Chautauqua & Erie Communications, Inc., Chautauqua and Erie
Telephone Corporation, China Telephone Company, Chouteau Telephone Company, Columbine
Telecom Company, Comerco, Inc., Commtel Communications Inc., Community Service
Telephone Co., C-R Communications, Inc., C-R Long Distance, Inc., C-R Telephone Company,
El Paso Long Distance Company, Ellensburg Telephone Company, EllTel Long Distance Corp.,
Enhanced Communications of Northern New England Inc., ExOp of Missouri, Inc., FairPoint
Broadband, Inc., FairPoint Carrier Services, Inc., FairPoint Communications Missouri, Inc.,
FairPoint Communications Solutions Corp. -- New York, FairPoint Communications Solutions
Corp.· Virginia, FairPoint Logistics, Inc., FairPoint Vermont, Inc., Fremont Broadband, LLC,
Fremont Telcom Co., Fretel Communications, LLC, Germantown Long Distance Company,
GIT-CELL, Inc., GITCO Sales, Inc., GTC Communications, Inc., GTC Finance Corporation,
GTC, Inc., Maine Telephone Company, Marianna and Scenery Hill Telephone Company,
Marianna Tel, Inc., MJD Services Corp., MJD Ventures, Inc., Northern New England Telephone
Operations LLC, Northland Telephone Company of Maine, Inc., Odin Telephone Exchange,
Inc., Orwell Communications, lnc., Peoples Mutual Long Distance Company, Peoples Mutual
Services Company, Peoples Mutual Telephone Company, Quality One Technologies, Inc.,
Ravenswood Communications, lnc., Sidney Telephone Company, ST Computer Resources, Inc.,
S T Enterprises, Ltd., ST Long Distance, Inc., St. Joe Communications, Inc., Standish Telephone
Company, Sunflower Telephone Company, Inc., Taconic Technology Corp., Taconic TelCom
Corp., Taconic Telephone Corp., Telephone Operating Company ofVennont LLC, Telephone
Service Company, The Columbus Grove Telephone Company, The El Paso Telephone
Company, The Germantown independent Telephone Company, The Orwell Telephone
Company, UI Communications, Inc., UI Long Distance, Inc., UI Telecom, Inc., Unite
Communications Systems, Inc., Utilities, Inc., Yates City Telephone Company, and YCOM
Networks, Inc.

1.52 "FairPoint Communications" means FairPoint Communications, Inc.

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

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

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

1.56 "Holders of Registrable Securities" has the meaning given such tenn in
Section 6.3.2 hereof.

1.57 "Impaired" means "impaired" within the meaning of section 1124 of the
Bankruptcy Code.

1.58 "Indemnified Persons" has the meaning given such term in Section 8.16
hereof.

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

1.60 "Indenture Dated July 29, 2009" means that certain Indenture, dated as of
July 29, 2009, between FairPoint Communications and u.s. Bank National Association, as
trustee.

1.61 "Indenture Trustee" means the applicable indenture trustee for the Senior
Notes.

1.62 "Indentures" means, collectively, the Indenture Dated March 31,2008,
and the Indenture Dated July 29,2009.

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

1.64 "Initial Obi ection" has the meaning given such term in Section 10.1
hereof.

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

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

1.67 "Insurer" means any Person that issued an Insurance Policy.

1.68 "Intercompany Claims" means any Claim against any entity included
within the definition of "Fair Point" held by any other entity included within the definition of
"FairPoint".

1.69 "Labor MOU" means that certain 2010 Memorandum of Understanding,
dated February 1,2010, by and between Northern New England Telephone Operations LLC and
Telephone Operating Company of Vermont LLC, the two companies doing business as FairPoint
Communications, and International Brotherhood of Electrical Workers, AFL-CIO Locals 2320,
2326, and 2327 and Communications Workers of America, AFL-CIO, attached hereto as Exhibit
B.

1.70 "Legacy Subsidiary" means any direct or indirect subsidiary of FairPoint
Communications that is not an NNE Subsidiary.

1.71 "Legacy Subsidiary Unsecured Claim" means any Unsecured Claim
against any Legacy Subsidiary.

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

1.73 "Liabilities" mean any and all costs, expenses, damages, losses, penalties,
fines, judgments, claims, obligations, demands, injuries, settlements, awards, fines, taxes, fees,
indebtedness or other liabilities of any nature, whether known or unknown, foreseen or
unforeseen, existing or hereinafter arising, liquidated or unliquidated, matured or not matured,
contingent or direct, whether arising at common law, in equity, or under any statute, based in
whole or in part on any act or omission or other occurrence arising or taking pLace prior to the
Effective Date.

1.74 "Lien" has the meaning given such tenn in section 101(37) of the
Bankruptcy Code.

1.75 "Local Bankruptcy Rules" means the local bankruptcy rules for the
Southern District of New York, as amended from time to time.

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

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

1.78 "MPUC" means the Maine Public Utilities Commission.

1.79 "MPUC Regulatory Settlement" means the settlements and compromises
by and among Fairl'oint, the Representative of the MPUC and the Maine Office of the Public
Advocate as set forth on the regulatory settlement attached hereto as Exhibit D.

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

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

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

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

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

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

1.86 "NHPUC" means New Hampshire Public Utilities Commission.

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

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

1.89 "NNE Subsidiary Unsecured Claim" means any Unsecured Claim against
the NNE Subsidiaries.

1.90 "Objection Deadline" has the meaning given such term in Section 10.1
hereof.

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

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

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

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

1.95 "Petition Date" means October 26,2009, the date on which FairPoint
commenced its Chapter I 1 Cases.

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

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

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

1.99 "Prepetition Credit Agreement" means that certain Credit Agreement,
dated as of March 31, 2008, and amended as of January 21, 2009, among FairPoint
Communications and Northern New England Spinco Inc., as borrowers, the Lender Steering
Committee and the other lenders party thereto, the Prepetition Credit Agreement Agent, and
certain other parties thereto, and all amendments, supplements, ancillary agreements (including,
but not limited to, any and all notes, letters of credit, pledges, collateral agreements, intercreditor
agreements, Swap Agreements and hedging agreements), side letters, financing statements, and
other documents related thereto.

PLN-Il-

0300



1.100 "Prenetition Credit Agreement Agent" means Bank of America, N.A., as
administrative agent and collateral agent (replacing Lehman Commercial Paper Inc. in both roles
pursuant to the January 21, 2009 amendment to the Prepetition Credit Agreement) under the
Prepetition Credit Agreement, and any successor administrative agent or collateral agent
thereunder.

1.101 "Prepetition Credit Agreement Claim" means any Claim held by the
Prepetition Credit Agreement Lenders and/or the Prepetition Credit Agreement Agent, and all
other Claims against FairPoint arising under the Prepetition Credit Agreement in an amount
equal to principal, plus interest (accrued through the Effective Date), and all other amounts due
thereunder. Prepetition Credit Agreement Claims are Allowed Claims pursuant to the Plan, and
shall be satisfied pursuant to the Plan without offset, defense, counterclaim, reduction or credit of
any kind whatsoever.

1.102 "Prepetition Credit Agreement Lender" means each Person that is party to
the Prepetition Credit Agreement, other than each applicable entity included in the definition of
"FairPoint".

1.103 "Priority Tax Claim" means any Claim of a governmental unit of the kind
entitled to priority in payment as specified in sections 502(i) and 507(a)(8) of the Bankruptcy
Code.

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

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

1.106 "Registration Rights Agreement" has the meaning given such term in
Section 6.3.2 hereof.

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

1.108 "Reinstated" or "Reinstatement" means (a) leaving unaltered the legal,
equitable and contractual rights to which a Claim or Subsidiary Equity Interest entitles the holder
of such Claim or Subsidiary Equity Interest, or (b) notwithstanding any contractual provision or
applicable law that entitles the holder of such Claim or Subsidiary Equity Interest to demand or
receive accelerated payment of such Claim or Subsidiary Equity Interest after the occurrence of a
default, (i) curing any such default that occurred before or after the Petition Date, other than a
default of a kind specified in section 365(b )(2) of the Bankruptcy Code; (ii) reinstating the
maturity of such Claim or Subsidiary Equity Interest as such maturity existed before such
default; (iii) compensating the holder of such Claim or Subsidiary Equity Interest for any

PLN-12-

0301



damages incurred as a result of any reasonable reliance by such holder on such contractual
provision or applicable law; (iv) if such Claim or such Subsidiary Equity Interest arises from any
failure to perform a nonmonetary obligation, other than a default arising from failure to operate a
nonresidential real property lease subject to section 365(b)( J )(A) of the Bankruptcy Code,
compensating the holder of such Claim or such Subsidiary Equity Interest (other than FairPoint
or a current or former insider of FairPoint) for any actual pecuniary loss incurred by such holder
as a result of such failure; and (v) not otherwise altering the legal, equitable, or contractual rights
to which such Claim or Subsidiary Equity Interest entitles the holder of such Claim or Subsidiary
Equity Interest.

L 109 "Released Parties" means (a) the current or fanner directors, officers,
employees, Affiliates, agents, accountants, financial advisors, investment bankers, restructuring
advisors, attorneys and representatives, and other professionals of or to FairPoint and the
Debtors-in-Possession who served or were employed in such capacities after the Petition Date,
and each of their respective agents and representatives, (b) the Prepetition Credit Agreement
Agent, (c) Prepetition Credit Agreement Lenders, (d) the Consenting Lenders, (e) the Lender
Steering Committee, (0 the DIP Agent, (g) the DIP Lenders, (h) Bank of America, in its capacity
as Disbursing Agent, (i) the members of the Ad Hoc Committee of Senior Noteholders, and
(j) for each of (b) through (i), their respective officers, directors, employees, Affiliates, agents,
partners, members, representatives, employees, financial advisors, investment bankers,
restructuring advisors, attorneys and other professionals; provided, however, if no Distributions
are made on account of Class 7 FairPoint Communications Unsecured Claims in accordance with
Section 5.7 .2(b) of the Plan, then clause 1.109(i) shall be deemed to be deleted from this
definition and the members of the Ad Hoc Committee of Senior Noteholders (and their
respective officers, directors, employees, Affiliates, agents, partners, members, representatives,
employees, financial advisors, investment bankers, restructuring advisors, attorneys and other
professionals) shall not be included within this definition of Released Parties.

1.110 "Reorganized Fairl'oint" means FairPoint on and after the Effective Date.

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

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

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

1.114 "Section 345 Securities" means securities or instruments of any type
permitted under Section 345 of the Bankruptcy Code.

1.115 "Secured Claim" means any Claim (a) reflected in the Schedules or upon a
proof of Claim as a Secured Claim, which is secured by a Lien on Collateral, as determined in
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accordance with section 506(a) of the Bankruptcy Code, (b) a Prepetition Credit Agreement
Claim, or (c) that is subject to a valid right of setoff pursuant to section 553 of the Bankruptcy
Code.

1.116 "Secured Tax Claim" means any Secured Claim that, absent its secured
status, would be entitled to priority in right of payment under sections 502(i) and 507(a)(8) of the
Bankruptcy Code (determined irrespective of any time limitations therein and including any
related Secured Claim for penalties).

1.117 "Securities Act" means the Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder.

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

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

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

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

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

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

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

L 125 "Swap Agreements'~ means the Morgan Stanley Swap Agreement and the
Wachovia Swap Agreement.

l.126 "Tax Claim" means any Claim that is a Secured Tax Claim or a Priority
Tax Claim.
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LIn "U.S. Trustee" means the United States Trustee appointed under section
591, title 28, United States Code to serve in the Southem District of New York.

1.128 "Unclassified Claim" means any Claim that is an Administrative Expense
Claim or a Priority Tax Claim.

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

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

1.131 "Unsecured Claim" means any Claim against FairPoint other than an
Administrative Expense Claim, Priority Tax Claim, Other Priority Claim, Secured Tax Claim,
Other Secured Claim, Prepetition Credit Agreement Claim, Subordinated Securities Claim or
Intercompany Claim.

1.132 "VDPS" means the Vermont Department of Public Service.

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

] .134 "Voting Agent" means BMC Group, Inc.

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

SECTION II
INTERPRETATION OF PLAN

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

2.2 Relief Sought by Filing the Plan. The filing of the Plan constitutes, among
other things, a motion by FairPoint pursuant to Bankruptcy Rules 9019 to approve the settlement
and comprise set forth in Section 8.1 of the Plan.

SECTION III
PAYMENT OF ADMINISTRATIVE EXPENSE CLAIMS,

PRIORITY TAX CLAIMS AND OTHER UNCLASSIFIED CLAIMS

3.1 Administrative Expense Claims.

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

3.2 Adequate Protection Claims.

The Adequate Protection Claims of the holders of Prepetition Credit Agreement
Claims shall be deemed satisfied in full by payments (if any) due and made pursuant to the DIP
Order.

3.3 Priority Tax Claims.

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

3.4 Professional Compensation and Reimbursement Claims.

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

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

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

3.5 Intercompany Claims.

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

SECTION IV
CLASSIFICATION OF CLAIMS AND

EQUITY INTERESTS

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

Class Designation Impairment Entitled to Vote

1 Other Priority Claims Unimpaired No (deemed to accept)
2 Secured Tax Claims Unimpaired No (deemed to accept)
3 Other Secured Claims Unimpaired No (deemed to accept)

4 Allowed Prepetition Credit
Impaired YesAgreement Claims

5
Legacy Subsidiary Unsecured

Unimpaired No (deemed to accept)
Claims

6 NNE Subsidiary Unsecured Claims U nim paired No (deemed to accept)

7 FairPoint Communications
Impaired YesUnsecured 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)

SECTION V
TREA TMENT OF CLAIMS AND

EQUITY INTERESTS UNDER THE PLAN

5.1 Other Priority Claims (Class 1).

S.l.! Impainnent and Voting.

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

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

5.2 Secured Tax Claims (Class 2).

5.2.1 Impairment and Voting.

Class 2 is Unimpaired by the Plan. Each holder of an Allowed Secured Tax
Claim is conclusively presumed to have accepted the Plan and is not entitled to vote to accept or
reject the Plan.

5.2.2 Distributions.

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

5.3 Other Secured Claims (Class 3).

5.3.1 Impairment and Voting.

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

5.3.2 Distributions.

(a) Unless otherwise agreed to by the holder of an Allowed Other Secured Claim and
FairPoint or Reorganized FairPoint, as applicable, at the option of Fair Point or Reorganized

.FairPoint, as applicable, (i) on the Distribution Date or as soon thereafter as is reasonably
practicable, each Allowed Other Secured Claim shall be Reinstated and rendered Unimpaired in
accordance with section 1124(2) of the Bankruptcy Code, (ii) each holder of an Allowed Other
Secured Claim shall receive Cash in an amount equal to such Allowed Other Secured Claim, on
the Distribution Date, or as soon thereafter as is reasonably practicable, or (iii) each holder of an
Allowed Other Secured Claim shall receive the Collateral securing its Allowed Other Secured
Claim, in full and complete satisfaction of such Allowed Other Secured Claim on the
Distribution Date, or as soon thereafter as is reasonably practicable.
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5.4 Allowed Prepetition Credit Agreement Claims (Class 4).

5.4.1 Impairment and Voting.

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

5.4.2 Distributions.

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

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

(b) on the Effective Date, such holder's Ratable Proportion of forty-seven million two
hundred forty-one thousand four hundred thirty-six (47,24 J ,436) shares of the New Common
Stock; provided, however, that if the Class of FairPoint Communications Unsecured Claims
rejects the Plan, each holder of an Allowed Prepetition Credit Agreement Claim shall receive its
Ratable Proportion of fifty-eight million, four hundred eighty-four thousand five hundred eighty-
seven (58,484,587) shares of the New Common Stock, subject to dilution from the securities to
be issued under the Long Term Incentive PLan;

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

(d) on the applicable Distribution Date, if any, such holder's Ratable Proportion of
Cash Distributions out of the Reserves that are no longer required to be reserved for the benefit
of anyone other than holders of Allowed Prepetition Credit Agreement Claims.
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5.5 Legacy Subsidiary Unsecured Claims (Class 5).

5.5.1 Impairment and Voting.

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

5.5.2 Distributions.

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

5.6 NNE Subsidiary Unsecured Claims (Class 6).

5.6.1 Impainnent and Voting.

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

5.6.2 Distributions.

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

5.7 FairPoint Communications Unsecured Claims (Class 7).

5.7.1 lmpainnent and Voting.

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

5.7.2 Distributions.

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

(a) if the Class of holders of FairPoint Communications Unsecured Claims votes to
accept the Plan, each holder of an Allowed FairPoint Communications Unsecured Claim shall
receive 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, in the case of each
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of clauses (i) and (ii), subject to dilution from the securities to be issued under the Long Term
Incentive Plan; or

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

5.8 Convenience Claims (Class 8).

5.8.1 Impairment and Voting.

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

5.8.2 Distributions.

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

5.9 Subordinated Securities Claims (Class 9).

5.9.1 lmpainnent and Voting.

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

5.9.2 Distributions.

Each holder of an Allowed Subordinated Securities Claim will not receive or
retain any interest or property under the Plan on account of such Allowed Subordinated
Securities Claim. The treatment of Subordinated Securities Claims under the Plan is in
accordance with and gives effect to the provisions of section 51O(b) of the Bankruptcy Code.

5.10 Subsidiary Equity Interests (Class 10).

5.10.1 lmpainnent and Voting.

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

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

5.11 Old FairPoint Equity Interests (Class 11).

5.1l.1 Impainnent and Voting.

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

5.11.2 Distributions.

On the Effective Date, the Old FairPoint Equity Interests shall be cancelled and
the holders of the Old FairPoint Equity Interests shall not be entitled to, and shall not receive or
retain, any property or interest in property on account of such OLd FairPoint Equity Interests
under the Plan.

Claims.
5.] 2 Limitations on Amounts to Be Distributed to Holders of Allowed Insured

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

5.13 Special Provision Regarding Unimpaired Claims.

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

SECTION VI
PROVISIONS REGARDING NEW COMMON STOCK AND

NEW WARRANTS DISTRIBUTED PURSUANT TO THE PLAN

6.1 New Common Stock.

6.1.] Authorization.

(a) The Amended Certificate of incorporation of Reorganized Fairl'oint
Communications shall authorize the issuance of seventy-five million (75,000,000) shares of New
Common Stock.
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(b) The seventy-five million (75,000,000) shares of New Common Stock that are
authorized on the Effective Date shall be issued or reserved as follows:

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

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

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

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

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

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

6.1.2 Par Value.

The New Common Stock shall have a par value of $0.0 I per share.
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6.2 New Warrants.

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

6.3 Securities Law Matters.

6.3. I Exemption from Securities Laws.

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

6.3.2 Registration Rights Agreement.

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

6.3.3 Securities Exchange Listing.

Reorganized FairPoint Communications will use its reasonable best efforts to
obtain a listing for the New Common Stock on one of the following national securities
exchanges: (a) the New York Stock Exchange, Inc., (b) the Nasdaq Global Stock Market, or
(c) any other comparable exchange.
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SECTION VII
IMPAIRED AND UNIMPAIRED CLASSES OF CLAIMS AND

EQUITY INTERESTS UNDER THE PLAN;
ACCEPTANCE OR REJECTION OF THE PLAN

7.1 Voting of Claims.

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

7.1.2 Each of Classes 4 and 7 is Impaired under the Plan and the holders of
Allowed Claims in such Classes are entitled to vote on the Plan. In accordance with section
1126(g) of the Bankruptcy Code, each of the Classes 9 and 11 is conclusively deemed to have
rejected the Plan.

7.2 Acceptance by Unimpaired Classes.

Each of Classes 1, 2, 3, 5, 6, 8 and lOis Unimpaired under the Plan and each such
Class is conclusively presumed to have accepted the Plan pursuant to section I126(f) of the
Bankruptcy Code.

7.3 Elimination of Vacant Classes.

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

7.4 Nonconsensual Confirmation.

If any Impaired Class of Claims entitled to vote shall not accept the Plan by the
requisite statutory majority provided in section lI26(c) of the Bankruptcy Code, FairPoint
reserves the right to amend the Plan in accordance with Section 16.4 of this Plan or undertake to
have the Bankruptcy Court confirm the Plan under section 1129(b) of the Bankruptcy Code or
both. With respect to Impaired Classes of Claims that are deemed to reject the Plan, FairPoint
shall request that the Bankruptcy Court confirm the Plan pursuant to section I129(b) of the
Bankruptcy Code.
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7.5 Revocation of the Plan.

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

SECTION VIII
MEANS OF IMPLEMENT ATION OF THE PLAN

8. ] Regulatory Settlements. As provided herein, pursuant to section 1123 of
the Bankruptcy Code and Bankruptcy Rule 9019, and in consideration for the settlements and
compromises set forth in the Regulatory Settlements, upon the Effective Date, the provisions of
the Plan shall constitute a good-faith compromise and settlement of all Claims and controversies
resolved pursuant to the Regulatory Settlements. The entry of the Confirmation Order shall
constitute the Bankruptcy Court's finding and determination that the Regulatory Settlements
reflected in the Plan are (i) in the best interest of FairPoint and its Estates, (ii) fair, equitable and
reasonable, (iii) made in good faith and (iv) approved by the Bankruptcy Court. Subject to
obtaining the approval of the settlements reflected in the Plan by the Bankruptcy Court, on the
Effective Date, Reorganized FairPoint will take all actions necessary or reasonably required to
effectuate such settlements.

8.2 Transactions on the Effective Date.

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

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

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

(iii) Reorganized FairPoint Communications shall distribute the Cash Payment,
New Common Stock and the New Warrants, if any, and shall enter into the New TenTI Loan; and

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

(b) On the Effective Date, the closing of the New Revolver shall be deemed to occur
immediately after the New Board is in place and the events set forth in Section 8.2(a) have
occurred.

8.3 Reorganization of FairPoint; Continuation of Businesses.

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

8.4 Reorganized FairPoint's Obligations Under the Plan.

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

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

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

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

(c) reconcile Claims and resolve Disputed Claims, and administer the Claims
allowance and disallowance processes as set forth in the Plan, including, without limitation,
objecting, prosecuting, litigating, reconciling, settling and resolving Claims and Disputed Claims
in accordance with the Plan;

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

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

(f)
the Plan;

exercise such other powers as necessary or prudent to carry out the provisions of

(g) invest any Cash pending Distribution;

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

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

8.5 New Organizational Documents.

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

8.6 New Board.

8.6.1 General.

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

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

8.6.2 Initial Number of Directors; Initial Composition.

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

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

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

(ii) if the holders of the FairPoint Communications Unsecured Claims reject
the Plan, then (A) one member of the New Board shall be the chief executive officer of
Reorganized FairPoint Communications, (8) any person previously nominated pursuant to
Section 8.6.2(b)(i)(C) ofthis Plan shall not be considered for nomination or election to the New
Board, and (C) eight members of the New Board shall be nominated by the Lender Steering
Committee; provided, however, that if the Lender Steering Committee determines not to
nominate an additional member of the New Board to replace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of this Plan then the number of directors on the New Board
shall be reduced to eight and seven of such members of the New Board shall be nominated by the
Lender Steering Committee;

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

8.6.3 Reduction in Number of Directors.

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

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

(i) if the holders of the FairPoint Communications Unsecured Claims vote to
accept the Plan, then the number of directors serving on the New Board shall be reduced from
nine to seven and: (A) one member of the New Board shall be the chief executive officer of
Reorganized FairPoint Communications, (8) five members of the New Board shall be nominated
by the Lender Steering Committee, and (C) one member of the New Board shall be nominated
by the steering committee of the Ad Hoc Committee of Senior Noteholders (in consultation with
the Creditors' Committee and the other members of the Ad Hoc Committee of Senior
Noteholders); provided, however, that in the event that a member of the New Board has not been
nominated pursuant to Section 8.6.2(b )(i)(C) of this Plan by the Plan Supplement filing deadline,
then the Persons described therein shall lose their right to nominate a member of the New Board
and the Lender Steering Committee shall have the right to nominate an additional member of the
New Board; provided, further, that if the Lender Steering Committee determines not to nominate
an additional member of the New Board then the number of directors on the New Board shall be
reduced to six; or

PLN-30-

0319



(ii) if the holders of FairPoint Communications Unsecured Claims vote to
reject the Plan, then the number of directors serving on the New Board shall be reduced from
nine to six and: (A) one member of the New Board shall be the chief executi ve officer of
Reorganized FairPoint Communications, (B) any person previously nominated pursuant to
Section 8.6.2(b)(i)(C) of this Plan shall not be considered for nomination or election to the New
Board, and (C) five members of the New Board shall be nominated by the Lender Steering
Committee; provided, however, that if the Lender Steering Committee determines not to
nominate an additional member of the New Board to replace the individual previously nominated
pursuant to Section 8.6.2(b )(i)(C) of this Plan then the number of directors on the New Board
shall be reduced to five and four of such members of the New Board shall be nominated by the
Lender Steering Committee.

8.6.4 Qualifications of Directors.

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

8.6.5 Tenn of Office.

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

8.7 Officers of Reorganized FairPoint.

8.7.1 Generally.

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

8.7.2 Assumption of Executive Agreements.

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

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

8.9 Revesting of Assets.

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

8.1° Dissolution of the Creditors' Committee.

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

8.11 Effectuating Documents; Fmther Transactions.

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

8.12 Preservation of Certain Causes of Action; Defenses.

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

8.13 Cancellation of Existing Securities.

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

8.14 Long Term Incentive Plan.

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

8.15 Success Bonuses.

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

8.16 Indemnification; Directors & Officers Insurance.

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

SECTION IX
DISTRIBUTIONS UNDER THE PLAN

9.1 Distributions on Allowed Claims.

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

9.2 Date of Distributions.

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

9.3 Disbursing Agent.

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

9.4 Rights and Powers of Disbursing Agent.

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

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

9.6 Delivery of Distributions.

9.6.1 Distributions to Last Known Address.

Subject to Bankruptcy Rule 9010, all Distributions to any holder of an Allowed
Claim or Allowed Administrative Expense Claim shall be made at the address of such holder as
set forth on the Schedules filed with the Bankruptcy Court or on the books and records of
FairPoint or its agents, as applicable, unless FairPoint or Reorganized FairPoint have been
notified in writing of a change of address by the filing of a proof of Claim by such holder that
contains an address for such holder different than the address of such holder as set forth on the
Schedules. Nothing in this Plan shall require Reorganized FairPoint to attempt to locate any
holder of an Allowed Claim.

9.6.2 Distributions to Prepetition Credit Agreement Agent.

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

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

9.6.3 Distributions to Indenture Trustee.
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The Indenture Trustee shall be the Disbursing Agent for the holders of all Senior
Notes Claims. Accordingly, Distributions for the benefit of the holders of Allowed Senior Notes
Claims shall be made to the Indenture Trustee. The Indenture Trustee shall, in tum, promptly
administer the Distributions to the holders of such Allowed Senior Notes Claims, in accordance
with the Plan and the applicable Indentures. The Indenture Trustee, in its capacity as Disbursing
Agent, may transfer any such Distributions through the facilities of DTC or another third-party
distribution agent. The issuance and Distribution of the New Common Stock and the New
Warrants to the Indenture Trustee shall be deemed a Distribution to the respective holders of
Allowed Senior Notes Claims. Upon deli very of the Distributions required under the Plan as
provided in this paragraph, Reorganized FairPoint shall be released of all liability with respect to
the delivery of such Distributions.

9.7 Unclaimed Distributions.

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

9.8 Distribution Record Date.

The Claims register shall be closed on the Distribution Record Date, and any
subsequent transfer of any Claim shall be prohibited. FairPoint and Reorganized FairPoint shall
have no obligation to recognize any transfer of any such Claims OCCUlTingafter the close of
business on such date.

9.9 Manner of Payment.

At the option of the Disbursing Agent, any Cash payment to be made hereunder
may be made by a check or wire transfer or as otherwise required or provided in applicable
agreements; provided, however, that the Cash payment to the Prepetition Credit Agreement
Agent in accordance with Section 9.6.2(a) of this Plan shall be made by wire transfer and the
Cash Payment made to holders of Allowed Prepetition Credit Agreement Claims in accordance
with Section S.4.2(c) of this Plan shall be made by wire transfer.

9.10 Time Bar to Cash Payments by Check.

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

No fractional shares of New Common Stock or New Warrants for fractional
shares of New Common Stock shall be distributed and no Cash shall be distributed in lieu of
such fractional shares or New Warrants for fractional shares. When any Distribution pursuant to
the Plan on account of an Allowed Claim would otherwise result in the issuance of fractional
shares of New Common Stock or New Warrants for fractional shares, the actual Distribution of
such fractional shares shall be rounded as follows: (a) fractions of one-half (12) or greater shall
be rounded to the next higher whole number and (b) fractions of less than one-half (Yz) shall be
rounded to the next lower whole number, with no further payment therefor. The total number of
authorized shares of New Common Stock (including shares of New Common Stock issuable
upon the exercise of New Warrants) to be distributed to holders of Allowed Claims shall be
adjusted as necessary to account for the foregoing rounding.

9.12 Fractional Cents.

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

9.13 Setoffs and Recoupment.

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

9.14 Allocation of Plan Distributions Between Principal and Interest.

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

9.15 Distributions After Effective Date.

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

9.16 Interest on Claims.

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

9.17 No Distribution in Excess of Allowed Amount of Claim.

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

9.18 Ordinary Course Post-Petition Liabilities.

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

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

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

9.20 Estimation of Claims.

FairPoint or Reorganized FairPoint, as applicable, may at any time request that
the Bankruptcy Court estimate any Contingent Claim, Unliquidated Claim or Disputed Claim
pursuant to section S02(c) of the Bankruptcy Code regardless of whether FairPoint or
Reorganized FairPoint, as applicable, previously objected to such Claim or whether the
Bankruptcy Court has ruled on any such objection, and the Bankruptcy Court shall retain
jurisdiction to estimate any Claim at any time during litigation concerning any objection to any
Claim, including, without limitation, during the pendency of any appeal relating to any such
objection. In the event that the Bankruptcy Court estimates any Contingent Claim, Unliquidated
Claim or Disputed Claim, the amount so estimated shall constitute either the Allowed amount of
such Claim or a maximum limitation on such Claim, as determined by the Bankruptcy Court. if
the estimated amount constitutes a maximum limitation on the amount of such Claim, FairPoint
or Reorganized FairPoint, as applicable, may pursue supplementary proceedings to object to the
allowance of such Claim. All of the aforementioned objection, estimation and resolution
procedures are intended to be cumulative and not exclusive of one another. Claims may be
estimated and subsequently compromised, settled, withdrawn or resolved by any mechanism
approved by the Bankruptcy Court.
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9.21 Claims Reserves.

On the Effective Date, and after making all Distributions required to be made on
the Effective Date under the Plan, Reorganized FairPoint Communications shall establish and
maintain a separate reserve (each, a "Reserve") for each Class of Claims and Unclassified
Claims, which Reserve shall be administered by Reorganized FairPoint Communications;
provided, however, that nothing herein shall be deemed to require a Reserve with respect to Tax
Claims against FairPoint Communications. For the avoidance of doubt, a Reserve shall be
established for all amounts referred to as "reserved" in clauses (1) through (10) in Section
5A2(c) of this Plan other than clauses (3) and (5) of Section 5A.2(c) of this Plan. To the extent
that Reserves are established and maintained for the benefit of any holder of a Disputed Claim,
such Reserves shall include an amount of New Common Stock, New Warrants and/or Cash, as
the case may be, equal to the Distributions that would have been made to the holder of such
Disputed Claim if it were an Allowed Claim in an amount equal to the lesser of (i) the amount of
the Disputed Claim, (ii) the amount in which the Disputed Claim shall be estimated by the
Bankruptcy Court pursuant to section 502 of the Bankruptcy Code for purposes of allowance,
which amount, unless otherwise ordered by the Bankruptcy Court, shall constitute and represent
the maximum amount in which such Claim ultimately may become an Allowed Claim, or (iii)
such other amount as may be agreed upon by the holder of such Disputed Claim and
Reorganized FairPoint

All New Common Stock, New Warrants and Cash, as applicable, allocable to a
Class of Claims or Unclassified Claims hereunder shall be distributed by Reorganized FairPoint
to the relevant Reserve on the Effective Date. Cash held in Reserve shall only be invested in
Section 345 Securities. Each Reserve shall be closed and extinguished by Reorganized FairPoint
Communications upon its determination that all Distributions of New Common Stock, New
Warrants and Cash required to be made under the Plan (other than those Distributions required to
be made to holders of Allowed Prepetition Credit Agreement Claims pursuant to Section
5A.2(d)) have been made in accordance with the terms of the Plan. Upon closure ofa Reserve,
all New Common Stock and New Warrants then held in such Reserve shall be subject to re-
Distribution to the applicable Class, as appropriate, and all Cash shall be distributed pursuant to
Section SA.2( d), all in accordance with the provisions of Section V of the Plan.

SECTION X
DISPUTED CLAIMS AND EQUITY INTERESTS

UNDER THE PLAN

10.1 Objections.

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

10.2 Adjustment to Celiain Claims Without a Filed Objection.

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

10.3 No Distributions Pending Allowance.

Notwithstanding any other provision hereof, if any portion of a Claim or
Administrative Expense Claim is Disputed, no payment or Distribution provided hereunder shall
be made on account of such Claim or Administrative Expense Claim unless and until such
Disputed Clai111or Disputed Administrative Expense Claim becomes Allowed.

10.4 Distributions After Allowance.

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

10.5 Resolution of Administrative Expense Claims and Claims.

As of and following the Effective Date, Reorganized FairPoint shall have the
authority to compromise, settle, otherwise resolve or withdraw any objections to Administrative
Expense Claims and Claims against FairPoint and to compromise, settle or otherwise resolve any
Disputed Administrative Expense Claims and Disputed Claims against FairPoint without
approval of the Bankruptcy Court.
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10.6 Disallowance of Cel1ain Claims.

Any Claims held by Persons from which property is recoverable under section
542, 543, 550, or 553 of the Bankruptcy Code or by a Person that is a transferee of a transfer
avoidable under section 522(1), 522(h), 544, 545, 547, 548, 549 or 724(a) of the Bankruptcy
Code, shall be deemed disallowed pursuant to section S02(d) of the Bankruptcy Code, and such
Persons may not receive any Distributions on account of their Claims until such time as such
Causes of Action against such Persons have been settled or a Final Order with respect thereto has
been entered and all sums due, if any, to FairPoint by such Person have been turned over or paid
to Reorganized FairPoint.

10.7 Indenture Trustee as CLaim Holder.

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

10.8 Offer of Judgment.

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

10.9 Amendments to Claims.

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

10.10 Claims Paid and Payable by Third Parties.

A Claim shall be disallowed without a Claims objection having to be filed and
without any further notice to or action, order or approval of the Bankruptcy COU11,to the extent
that the holder of such Claim receives payment in full on account of such Claim from a party that
is not FairPoint or Reorganized FairPoint. No Distributions under the Plan shall be made on
account of an Allowed Claim that is payable pursuant to one of Fairl'oint's Insurance Policies
until the holder of such Allowed Claim has exhausted all remedies with respect to such Insurance
Policy. To the extent that one or more of FairPoint's Insurers agrees to satisfy in full a Claim (if
and to the extent adjudicated by a court of competent jurisdiction), then immediately upon such
insurers' agreement, such Claim may be expunged from the Claims register without a Claims
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objection having to be filed and without any further notice to or action, order or approval of the
Bankruptcy Court.

SECTION Xl
EXECUTORY CONTRACTS AND UNEXPIRED LEASES

UNDER THE PLAN

11.1 Assumption or Rejection of Executory Contracts and Unexpired Leases.

ILl. 1 General.

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

11.2 Inclusiveness.

Unless otherwise specified on Schedules 11.1(A) or 11.1(B) of the Plan
Supplement, each executory contract and unexpired lease listed or to be listed therein shall
include any and all modifications, amendments, supplements, restatements or other agreements
made directly or indirectly by any agreement, instrument or other document that in any manner
affects such executory contract or unexpired lease and all executory contracts or unexpired leases
appurtenant to the premises thereof, including all easements, licenses, permits, rights, privileges,
immunities, options, rights of first refusal, powers, uses, usufructs, reciprocal easement
agreements, vaults, tunnel or bridge agreements or franchises and any other interests in real
estate or rights in rem related to the premises thereof, in each case, without regard to whether
such agreement, instrument or other document is listed on Schedules I 1.1(A) or 11.1(B) of the
Plan Supplement.
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11.3 Provisions Related to Cure Payments and Rejection Damages.

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

The Confirmation Order shall constitute an order of the Bankruptcy Court
approving the assumptions or rejections described in this Section 1l.3 pursuant to sections 365
and 1123 of the Bankruptcy Code as of the Effective Date. Any counterparty to an executory
contract or unexpired lease that fails to object timely to the proposed assumption or rejection of
such executory contract or unexpired lease, including objecting to the Cure amount designated
by FairPoint as payable in connection with an assumption, will be deemed to have consented to
such assumption or rejection and agreed to the specified Cure amount.

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

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

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

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

(i) (A) Any monetary defaults under each executory contract and unexpired
lease to be assumed pursuant to the Plan shall be satisfied, pursuant to section 365(b)(1) of the
Bankruptcy Code, by payment of the default amount in Cash on the Effective Date or as soon
thereafter as is practicable. At least twenty (20) days prior to the Confirmation Hearing,
FairPoint shall provide notices of proposed assumption and proposed Cure amounts to be sent to
applicable third parties, the Lender Steering Committee and the Creditors' Committee. In the
event that FairPoint does not propose a Cure amount to be sent to the applicable third party, the
Cure amount for such third party's executory contract or unexpired lease shall be deemed to be
zero dollars ($0.00). Any objection by a counterparty to an executory contract or unexpired
lease to a proposed assumption or related Cure amount must be filed, served and actually
received by FairPoint at least ten (10) days prior to the Confirmation Hearing. Any counterparty
to an executory contract and unexpired lease that fails to object timely to the proposed
assumption or Cure amount will be deemed to have assented to such matters.
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(B) In the event of a dispute regarding (1) the amount of any payments to
cure such a default, (2) the ability of Reorganized FairPoint or any assignee to provide "adequate
assurance of future performance" (within the meaning of section 365 of the Bankruptcy Code)
under the contract or lease to be assumed or (3) any other matter pertaining to assumption, the
Cure payments required by section 365(b)( 1) of the Bankruptcy Code shall be made following
the entry of a Final Order or orders resolving the dispute and approving the assumption, unless
otherwise agreed between FairPoint or Reorganized FairPoint, as the case may be, and the
counter party to such executory contract or unexpired lease. If any objection to Cure is sustained
by the Bankruptcy Court, FairPoint, in its sole option, may elect to reject such executory contract
or unexpired lease in lieu of assuming it.

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

11.4 Indemnification Obligations.

Except as specifically set forth in Section 8.l6 hereof, as of the Effective Date,
FairPoint and Reorganized FairPoint shall have no continuing indemnification obligations under
any of its executory contracts.

11.5 Insurance Policies.

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

11.6 Benefit Plans.

Notwithstanding anything contained in the Plan to the contrary, unless rejected by
order of the Bankruptcy Court, Reorganized FairPoint shall continue to honor, in the ordinary
course of business, the Benefit Plans of FairPoint, including Benefit Plans and programs subject
to sections 1114 and] 129(a)( 13) of the Bankruptcy Code, entered into before or after the
Petition Date and not since terminated.
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11.7 Retiree Benefits.

On and after the Effective Date, pursuant to section 1129(a)( 13) of the
Bankruptcy Code, Reorganized FairPoint shal1 continue to pay all retiree benefits of FairPoint
(within the meaning of and subject to section 1114 of the Bankruptcy Code) for the duration of
the period for which the FairPoint entities bad obligated themselves to provide such benefits and
subject to the right of Reorganized FairPoint to modify or terminate such retiree benefits in
accordance with the terms thereof.

11.8 Amended Collective Bargaining Agreements.

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

SECTION XII
CONDITIONS PRECEDENT TO THE EFFECTIVE DATE

12.1 Conditions Precedent to Effectiveness.

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

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

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

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

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

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

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

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

(i) applicable regulatory approvals from the Federal Communications Commission
and from state regulatory authorities in certain states in which it operates, including the approval
of the change of control applications and the related Regulatory Settlements, shall have been
obtained or FairPoint shall have obtained a ruling from the Bankruptcy Court to the effect that
the state regulations requiring such regulatory approvals are pre-empted by the Bankruptcy
Code.

12.2 Waiver of Conditions.

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

12.3 Satisfaction of Conditions.

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

SECTION XIII
EFFECT OF CONFIRMATION

13.1 Binding Effect.

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

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

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

13.3 Discharge of Debtors.

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

13.4 Reservation of Causes of Action/Reservation of Rights.

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

SECTION XIV
EXCULPATION, RELEASE, INJUNCTION

AND RELATED PROVISIONS

14.1 Exculpation.

None of FairPoint, the Debtors-in-Possession, the Reorganized Debtors, and the
other Released Parties shall have or incur any liability for any Claim, Cause of Action or other
assertion of Liability for any act taken or omitted to be taken in connection with, relating to or
arising out of the Chapter 1] Cases, the formulation, dissemination, implementation, approval,
confirmation, consummation or administration of the Plan, property to be distributed under the

PLN-47-

0336



Plan or any other act or omission in connection with, relating to or arising out of the Chapter 11
Cases, the Plan, the Disclosure Statement or any contract, instrument, document or other
agreement related thereto; provided, however, that the foregoing shall not affect the Liability of
any Person resulting from any such act or omission to the extent such act or omission is
determined by a Final Order to have constituted willful misconduct. This exculpation shall be in
addition to, and not in limitation of, all other releases, indemnities, discharges and any other
applicable law or rules protecting such Persons from liability.

14.2 Releases.

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

14.3 Avoidance Actions/Objections.

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

14.4 Injunction or Stay.

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

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

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

SECTION XV
RETENTION OF JURISDICTION

The Bankruptcy Court shall have exclusive jurisdiction of all matters in
connection with, arising out of or related to the Chapter 11 Cases and the Plan pursuant to, and
for the purposes of, sections 105(a) and 1142 of the Bankruptcy Code, including, without
limitation, to:

(a) hear and determine pending applications for the assumption or rejection of
executory contracts or unexpired leases and the allowance of Cure amounts and Claims resulting
therefrom;

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

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

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

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

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

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

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

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

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

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

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

(n)
located;

recover all assets of FairPoint and property of FairPoint's Estates, wherever

(0) enter a final decree closing the Chapter II Cases; and

(p) hear any other matter not inconsistent with the Bankruptcy Code.

SECTION XVI
MISCELLANEOUS PROVISIONS

16.1 Effectuating Documents and Further Transactions.

On or before the Effective Date, and without the need for any further order or
authority, FairPoint shall file with the Bankruptcy Court or execute, as appropriate, such
agreements and other documents as may be necessary or appropriate to effectuate and further
evidence the terms and conditions of the Plan. Reorganized FairPoint is authorized to execute,
deliver, file, or record such contracts, instruments, releases, indentures and other agreements or
documents and take such actions as may be necessary or appropriate to effectuate and further
evidence the terms and conditions of the Plan and any securities issued pursuant to the Plan.
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16.2 Withholding and Rep0l1ing Requirements.

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

16.3 Corporate Action.

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

16.4 Modification of Plan.

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

16.5 Revocation or Withdrawal of the Plan.

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

16.6 Plan Supplement.

The Plan Supplement and the documents contained therein shall be filed with the
Bankruptcy COUl1no later than five (5) Business Days before the deadline for voting to accept or
reject the Plan; provided, that the documents included therein may thereafter be amended and
supplemented, prior to execution, so long as such amendment or supplement does not materially
and adversely change the treatment of holders of Claims and subject to the consent of the Lender
Steering Committee to any amendment or supplement, which consent shall not be unreasonably
withheld. The Plan Supplement and the documents contained therein are incorporated into and
made a part of the Plan as if set forth in full herein.

16.7 Payment of Statutory Fees.

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

16.8 Exemption from Transfer Taxes.

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

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

16.10 Exhibits/Schedules.

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

16.11 Substantial Consummation.

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

16.12 Severability of Plan Provisions.

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

16.13 Governing Law.

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

16.14 Conflicts.

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

If the Plan is not confirmed by a Final Order, or if the Plan is confirmed and does
not become effective, the rights of all parties in interest in the Chapter 11 Cases are and will be
reserved in full. Any concessions or settlements reflected herein, if any, are made for purposes
of the Plan only, and if the Plan does not become effective, no p311yin interest in the Chapter 11
Cases shall be bound or deemed prejudiced by any such concession or settlement.

16.16 Notices.

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

FAIRPOINT COMMUNICA nONS, INC.
521 E. Morehead Street, Ste. 500
Charlotte, NC 28202
Telephone: (704) 344-8150
Facsimile: (704) 344-1594
Attn: Susan L. Sowell, Esq., Vice President and

Assistant General Counsel

with a copy to:

On behalf of FairPoint

PAUL, HASTINGS, JANOFSKY & WALKER LLP
75 East 55th Street
New York, New York 10022
Telephone: (212) 318-6000
Facsimile: (212) 319-4090
Attn: Lue A. Despins, Esq.
Attn: James T. Grogan, Esq.

with a copy to:

On behalf of the Administrative Agentfor Fairi'oint's prepetition secured
lenders:

KAYE SCHOLER LLP
425 Park Avenue
New York, New York 10022-3598
Telephone: (212) 836-8000
Facsimile: (212) 836-8689

PLN-54-
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[Signature Page Follows]

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

0344
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Dated: February 11, 2010

Respectfully submitted,

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

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

[Signature Page to FairPoint Plan of Reorganization]
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G & E COMMUNICATIONS, LTD. 09~16333~BRl
BERKSHIRE NEW YORK ACCESS, INC. 09-16334~BRL
FAIRPOINT COMMUNICATIONS, INC. 09~16335-BRL
BE MOBILE COMMUNICATIONS, INCORPORATED 09~16336~BRL
BENTLEYVILLE COMMUNICATIONS CORPORATION 09~16337-BRL

-
BERKSHIRE CABLE CORP. 09-16338~BRL
BERKSHIRE CELLULAR, INC. 09~16339-BRL
BERKSHlRE NET, INC 09-16340·BRL
BERKSHIRE TE·LEPHONE CORPORATION 09~16341-BRL
BIG SANDY TELECOM, INC. D9-16342-BRL
BLUESTEM TELEPHONE COMPANY 09-16343-BRL
COLUMBINE TELECOM COMPANY 09.16344-BRL
COMERCO, INC. 09-16345-BRL
COMMTEL COMMUNICATIONS INC 09-16346-BRL
COMMUNITY SERVICE TELEPHONE CO. 09-16347-BRL
EL PASO LONG DISTANCE COMPANY 09-16348-BRL
ENHANCED COMMUNICATIONS OF NORTHERN NEW ENGLAND INC. 09-16349- BRL
EXOP OF MISSOURI, INC. 09-16350-BRL
FAIRPOINT BROADBAND, INC. 09·16351-BRL
FAIRPOINT CARRIER SERVICES, INC. 09-16352-BRl
FAIRPOINT COMMUNICATIONS MISSOURI, INC. 09-16353~BRL
FAIRPOINT COMMUNICATIONS SOLUTIONS CORP. - NEW YORK 09-16354-BRL
FAIRPOINT COMMUNICATIONS SOLUTIONS CORP. - VIRGINIA 09-16355-BRL
FAIRPOINT LOGISTICS, INC. 09~16356-BRL
FAIRPOINT VERMONT, INC. 09-16357~BRl
FREMONT BROADBAND, lLC 09-16358~BRL
FREMONT TELCOM CO 09-16359-BRL
GTC COMMUNICATIONS, INC. 09-16360-BRl
YCOM NETWORKS, INC. 09-16361-BRL
UNITE COMMUNICATIONS SYSTEMS, INC. 09-16362-BRL
THE EL PASO TELEPHONE COMPANY 09-16363-BRL
ODIN TELEPHONE EXCHANGE, INC. 09-16364-BRL
NORTHERN NEW ENGLAND TELEPHONE OPERATIONS LLC 09-16365-BRL
MJD SERVICES CORP. 09-16366-BRl
GTC FINANCE CORPORATION 09-16367 -BRl
GTC, INC. 09-16368-BRL
PEOPLES MUTUAL LONG DISTANCE COMPANY 09-16369-BRL
PEOPLES MUTUAL SERVICES COMPANY 09-16370-BRL
PEOPLES MUTUAL TELEPHONE COMPANY 09-16371-BRl
RAVENSWOOD COMMUNICATIONS, INC. 09-16372-BRL
YATES CITY TELEPHONE COMPANY 09-16373-BRL
CHOUTEAU TELEPHONE COMPANY 09-16374-BRL
CHAUTAUQUA AND ERIE TELEPHONE CORPORATION 09-16375-BRl
CHINA TELEPHONE COMPANY 09-16376-BRL
GITCO SALES, INC. ~.-. 09-16377 -BRL
GlT·CELL, INC 09-16378-BRL
GERMANTOWN LONG DISTANCE COMPANY 09-16379-BRL
FRETEL COMMUNICATIONS, LLC 09-16380-BRL
ELLTEL LONG DISTANCE CORP. 09-16381-BRL
ELLENSBURG TELEPHONE COMPANY 09-16382-BRL
CoRTELEPHONE COMPANY 09-16384-BRL
CoRLONG DISTANCE, INC 09-16386-8RL
CoRCOMMUNICATIONS, INC. 09-16387 -BRl
MAINE TELEPHONE COMPANY 09-16388-BRL
SUNFLOWER TELEPHONE COMPANY, INC. 09-16389-BRL
MARIANNA AND SCENERY HILL TELEPHONE COMPANY 09-16391-BRL
MARIANNA TEL INC. 09-16392-BRL
STANDISH TELEPHONE COMPANY 09-16394-BRL
ST LONG DISTANCE, INC. 09-16395- BRL
ST ENTERPRISES, LTD. - 09-16397-BRL
ST COMPUTER RESOURCES, INC 09-16398-BRL
SIDNEY TELEPHONE COMPANY 09-16399-BRL
UTILITIES, INC. 09-16400-BRL
TELEPHONE SERVICE COMPANY 09-16401-BRL
MJD VENTURES, INC. 09-16402-BRL

[Exhibit A to FairPoint Plan of Reorganization]
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NORTHLAND TELEPHONE COMPANY OF MAINE, INC. 09-16404-BRL
THE ORWELL TELEPHONE COMPANY 09-16405-BRl
QUALITY ONE TECHNOLOGIES, INC. 09-16406-BRL
TACONIC TECHNOLOGY CORP. 09-16407-BRL
TACONIC TElCOM CORP. 09-16408-BRL
TACONIC TELEPHONE CORP. 09-16409-BRL
TELEPHONE OPERATING COMPANY OF VERMONT LLC 09-16410-BRL
ORWELL COMMUNICATIONS, INC. 09-16411-BRl
THE COLUMBUS GROVE TELEPHONE COMPANY 09-16412-BRL
THE GERMANTOWN INDEPENDENT TELEPHONE COMPANY 09-16413-BRL
UI COMMUNICATIONS, INC. 09-16414-BRL
U1LONG DISTANCE, INC. 09-16415-BRL
UI TELECOM, INC. 09-16416-BRL
ST. JOE COMMUNiCATIONS, INC 09-16423-BRL
CHAUTAUQUA & ERIE COMMUNICATIONS, INC. 09-16424-BRl

[Exhibit A to FairPoint Plan of Reorganization]
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'25} , ~t~

~Olj}MEMORANDUM OF UNDERSTANDING
. BET\VEEN .

itOllTIiERN NEW ENGLAND TELEPHONE OPERATIONSLLC
AND

TELEPHONE OPERATING COMPANY OF VEH1\.1QNT r.,LC, TJlE TWO COMPANIES
DID/A

FAl:RPO~TCOr.;,rM:UNICAl'IONS
AND

lNTERNATIONALBROTHERHOOD OF ELECTRICAL WORKERS, AFL·CIO
LOCALS232Q,232Gj and 2327

.. " .. A1¥D... . . . .
CQMMUNlGArtONSWORKERS,OF AMERI(:A,AFL-CIO

ThisMemorandumofUnderstandingr'MOU~')is.ag\'eed.toby and berweeutheabove-named Compariie,s

(Hereirl flli':'"G<:J1npaby''' br"~oiilparlie$;" asconteXi, ,reqiilies) and the International BiOUwrhoo4 ofEJcC:!Il.CIIl

Workers Locals 232'0, 23'26; and 2321 and Comunmicatiouswcrkersof.Arnerica AFL.ClO (hereinaflerthe

"UnioJl')willl reSp¢qto th~ fojlo"1ngchangesinUlee~s!,in1.l coUeCllV¢baigaipingagce.emeills. Unl"ssnoled

speilficaliyui UtisMOU, all other provision's or tile existing agreements-rertatniuforce,

TIle ~ch\'!c9uleofwage increases.forthe termqf Uli~Agreement shal] be amended, as tallows:

lff'fectiveDiltc-
Sunday, sri/ii
Sunday, 815M
Stniqay; 814ln

AlhHkd tv; .
aj1:stepsofthe basic wage sclicdtlies
all steps oftheba sic wage schedules
311.SICpsofthc'bllSic wagcschedutes

Pe.h:eIltage·Iricrease
3%
3%
3%

n, COSTOFUYINGADJUSTMENT (EXHIBIT G3)

Section 1 pfExiupit G3 shalf be amended asfollows:

Effective August 7;2011' and-August 5~20 i2 and August 4, 2013, adjustments will be made ill basic \veeklypitesin
each wage schedule inacco~dancewith tliefollowing:

ClI) theiUngl1ntofthe Angliirt7, 201la4jlislIn'entshlil! be: (i~one-ha"lfofHieIllCre;lseil!jpvcfOJ.ir
percent(4.0%) inU1e"CPi~Wu (WS2-84 ='" lOO)forMay 20t 1 overMay20{l9,~Jipli~d to
(ii) tile scheduled rates in effect iII each wage schedule Oil AngustS, 2010, (iii)[oulid~d to
the-nearest 50 cents, . .

(b) me M10Ullt of.tlte August 5, 2012 adjuslment shall be: (i) one-half.offhe.mcrease abovetwo
percent (2.0%)~ the "CPI-W" (lQ82·84 = 100) forMity2Q12 QverMay201I, f1P1illed to
(ii)the ~ohed!J!edrn~esln#fcctin each wage schedule on August 7; 2011, (iii) rounded.to
.tlle nearest 50 cents,



(c) tae.amoum of the August 4, 2Q13 adjustrrient sballbe; (irdlie~lHil1'bfthclnclea~eaV9Ve lwb
'percenf(2.0%)inthe)'/2PI-W" (l982-84=" WO)JoT¥aY'20n ove[May20~2. :lpplMto
(ii)lh¢,s.d10tiled~t~in effect in each wage schedule on August 5, tOi2, (iii) rounded-to
!hI": nearest :;0 cents. .

the COlJloratePro:litShirin'g Plan 'proviSion shallbedeletctliliils 'el1!lr¢1:Y$liq tep13cedWith tlie following:

Section 2.

Sectiop3;

Section 4.

CHARL01TE:23372vl

PlninPtirpo,e, The Corporate ProfitShaiillg Plan ("CPS;)kdesignedto encourage and

reward emp.loyees for tlleir conlribujion to Company :pi6fit~.

Plan'Yeiiis, 'I;heCPSwj11 providea\"\'atds fortestins inq.!eJi,daI' years.20iO,.2011,

2012, and 201:3 ",it]rawardspayable in.20 It 20 12, ,2013,. and 2,014, If;eamci.l,.CPSPJa.tl

Distributions wilfbe1l1ade foith6 .fi.ill~alelldarye;ir 201O,paya)lleIn2011,despite'the

fact t"hat tile. ij.lrH~ndJhems to tile (;RSP[ahby this MOO l~y nbthecomeeffeclive unliIa

dateafterJanllary I, 2010,

Efigl!"!Hiiy.

@ . E!jgi~JeEml?lgyycs, FUJHiinc,aitdpalt;:.timen:gUlarandtelUpotary
employees who anYQII tliepayroll foratleast 9() days dUPtJ!I.p.ij.·llRPlit4b,lePlan
year\\1lJ:bee,Ug!bktOi'i;(;i::ive a CPS Oisl.fjbntiQn (t> I1r¢"e~'t~nrearoe!Iffi1.~
p3YajJl(:;.Enlplpyee:s +;'M i~~jgn:otare4isc~ai'g:edf.orcailc~eIl#6t Il:iD~t:~nb¢r
~1 Q.ftlie'j?,JanYW!drfeit their' eligibility to r"c.eNe.~CP'S'P1s\tiQ:l1fiorr,
(h) .'p,rqr.ation.foipartiai ye.1ts.Foran emplo)'ee' who is employed more
lhan9Qdl,l,Ys.butlesslhan 12months, of IheJiJan year, theeritp16y¢e~sCPS
Distrrbuti6riwillbcptof~tCtl'bytwelnl~SI()corresPoilq.to,Uw,tlWiit;$rofmOnWs
6fjlam.Cili1itiop,·cj\Itjifgt)re.'m,@Yqr. :Forp\li:'pn~es ofpr9~tlon,?lWntl~\ViIlQe
tat"¢iiiti'tq:acc~lUI1lif the etnployeeisac!i ,ely participatii)g on !hcfir~tdayoftlie
c~leiidafI'tldiltit

(c)..ptox;ation forPan:- Time Employees. CPS Di.strii.ltltionfonac.h eligible
part-lllneemployeewilfbeprorated asa percenrctthe.nermal workweekfor a
fulFtimeemplQreeiil UiC'Siuile title,

Time Wo-ikedandlelivcs of Absence. TIle fdl1mVing wiil count as tinieorrthepayro]!
fdrCPS Distributions:

(a) .Absence attributable to approved sickness or accident disability up 10 accrued
FMLAteave. .

(b)

(c)

(d)

Departmentalleave Cup to 30 days).
Tim¢jhat an employee is eligibleto receivepay for MlJitary LC11ve,

Up toJOdays for Artticipat~dDlsabjjity Leave-and ChildCareJeave. combined.

2
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tfZt flPfl M
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(e) l!p lQ,;P days for any oilier approw~ leave.

Anetiip19iee shall-not Iose e.ligWilily if,OiiIleeeniber 3I of theapplioahiePlan Ycar,the
employee is absent for one ofthe reasons slated in (a) UU'Qngh(e) above,

Scerton S. Separations. An Gl1lployee who.is olhCi:\\-iseeIigibll';'fO(li CPS Distriqiition \','iUnotJose
eJiglQiHtjdtie t~,t1WfoUoWfug i@ar.a\ions (sCiiongasth,eeinpl(jyee h1{SalXlriodOfat
least 90· i:lay~p:f acljve pariiCipat,ibndlirmg tl~~Plipl Yeat):

(a) Retirement

(&) Separation due to.forcesurplus

(c) . .' Ttapsf.~r(6jaqLJ itJbitc, "~,th~p.ri:~knote*t:e~gingJO ,4ayshoan.oth,er
C¢I~p~l1Y IJlat'~articip(ltesirrthisP[aIi(i:rt{}im lLffillateA cil'nwilnyY4t):La
¢Qll~liYeJy b:ltg~i.nedcorpora!e.pt(lijt sllarmgPl<iIl~t i~~~stailtiaHY$i!lliltir
tothis.Plan;and the employee is ou'tllepayroHof such company on December
310fillesame year

(d) D~tl~of.th~,C1hploy~,

(e) . '. ProiilpUi?n16 management, lii!gtliCelUl?16iee is oirtliepflyroll{)ft1\e,.
q6rtiP~l).y in which'heQIShei$einp19yed*,i'! in(inaget Q.IiD¢ceinbet 31M tl1¢
s.WeYe;:<1r

An.employee: who-is separatedfrom-theactivepayrof! forfheabevereasons will
receive-a CPS diStripution that.shaU'bej?ninitediis des(;ribfdfu Section3.

CPS DlstributionCllJctilatiolls ..Sectjono.

(;i)

CEOSTI .ME;P;:SQRE$ I CEb 8Tl Ip.E(IDfbltMANcE
piIDFQRMANCEPEF.CEBt/l..G~

MAXIMUM HiO%4.Q%

140% :t4%
1:30% 2:8%
1:2.0% 2.2%
11Q% 1.6%
100% 1.0%
5U% 0:5%
0%0.0%

PLAN
TIIRE$liOLP
BELOW UlRESHOLD

(b) P~rf6rma:tl~Pereelltagc,Tlle ?ct1¥Jl CR~·Disu:ibjltiojIjl¢{c.1ig(tJle en)'pio)~¢
will be clllculatedhyinuitiplying the e!lgipIc¢IilPlqy!!c's aru1u'aieatO.ingsby a
"Performance Percentage" forthePiallYear~ file;OPcr(onnante Perceptage'i
shall.be based on the CEO STlPerfonnanccperccntagl;tha.jis applicable to the
sh6it-1ermarumal ¢ash ill~ntive award (Uie '!S1'):" award~p~;yable for aWL
peu9i:IJ;1;ince'ye,£!'r to the.Chlef Ekf;cutiviJ.ofiker(s)Qf F(!itPQint
ColnrtHuticalioi15(ilie ;;C~'} Awards \yiltbC'iritCrjJOJalegOf) tile:sC(jleaboYe.
Forexample, if tile CEO 81JPerfo,r(l)ance is;~qqallollJ5%.t1t¢petfotij]aiJcc
would by %ot the spreadbetween 100010 andXIlY'/ri Appiying'!4to the '
corresponding spn:ad between 1.%and L6%.jnPerronnam:e 'Perceniage wou Id
result in :I payout of1.3%.

CHAiu.o·nE>23J7Zvl 3
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Section 7.

Section ,8.

Scctiolll0~

CHARLOTTE:23372vl

(c) Exceptions;No t:;-:ceplioi'lswilL1\pjJly,{lxCepLiii. thecircUlilslance .\vlte(~the
Board otDir\'lCtors approves paYllll:I\twrdt;.r the 'lll(jIlagementplantoall
lilanagiOmeqt plan paltiqlpanls' at a level that otherwise was not earned. In.such
circ\1IllSlanu'eS,eligible employees under the Union CPS plan willbe.treated
sin~larly.
fuformationRegucsts. _TIle C6I1\pallyagrei3~to provide to the Ui~6(1)ipoxtr<!<1uest
p,qbl:i~ly i;l!sdQ~edinfol:ttultion ilbout the ~1'rcomp~nsatioh dIlle CEO; The-Company
1vUl1'l!soprovi4e to lh~ Iliriql1 asummaryoftlie (01a1CP$distiibtitionpaymentswhich
eligibieemployeesreceived under the plan.TIi1sinfotriUl'tion "iil! be provided.assbon as
practicafiollo\Vinglllc'cnd oj'.tllePlailYw:

FavrneniofCP8-Distrlbutioris. CPS Distribupons; wl~eIi~ed, will b.$,Paid uy
sepa,t;tte P;C'lYici~I.teD1il1a#;:¢(EFrQr.cliecjc) not la.t~ttb;iD.,Mwch15Ul bfLheyear
iiri!ll¢4il1-(~lyfqUo\vi!lg~e:PJf!1lY~'Gf9r .;;\igi~lilernjj!oyees:\Vho are no: longer
e.Jfip{Q:Ye4~till~'tiIiwofpaYJ1.leJlt,the;Company\Yill be deemed'tol1aveslitisfied.its
6b,Iig$4oil to pay:the CPS: award if itsendspaY:ffieni toth~eU~iblerecit)jent'sIastknown
address, Each such paymentsnaU be:sl1bjecttotheapplitable:fed~r;i1 }Viiliholding' rok
fOf n6n:~i~nfugp~ym!O:nti; (qlrreJillj, 'a'28% flJ'it'riIfe), Md (lih¢rappH()li.bI(j' payroll
taxes.
nenertl~:Bearii1gTieafineht<itCPS Distribution,
When paId; a,cpsdlstrlbution WiHbetreatea .asellglblebenefit-bearing pay solelyfQ(
thefoltcwtng-purposes:

WTM CPSdisb;ihittloiiwiij¥'lilkeni*o il¢Cl)\lri~forptijpbse.s Qrtl~e~iJpplelfieiilal
.nitmthlyp¢itsioii ciIlcl,ll~tiOi1.uttdefthe 4f!alifieq _plan,
'(b) The CPs, dist!ibupO!l.'slia11belrea,.te4:as eligible benefh.be::lringpay whiclrrnay
be i<olltrib,utWtoihe qualified SavingsandSecurity Plan accordingtothesame .
contdbutlba.percentage (ifally)as'isin-cJfcct forreguJaj wag~attllC ..funeiJi~ ,CPS
distriblltionJspaiq(andthc'sa'mc terms ll1l4co1i~tiilrisforpre~:tllxot i'!fter"tax lI'eatniliri.t;
aitd for qriWifjih¥ for !lPIilica.ble C,oIIijirnl-Y:roa~c!il!:igqill4ib~lfditsl

(p) Tutl.te eXtent that 3I!-emplpye:e,js el1gi~ieto).'1lW one~lini.¢S"p:~yiJe;:uJlben,efit
under the qpaIlnei! pel1sibllplall (Subject to app'lkab'le capsonsuch: deathbenefi i),the
fast CPS distribution paid to lin empioyceprior to an.employee's death shall be 'taken into
account (totheextentitdciesnQtcaus~ ihe>deatlrllenefIt to exceed il1eap~liCable9P!'
Cd). TIi:ela:stCPS dlstiibjitlCiiIpaid,to:ancmplojeepijorI9ljiteiIlPI.oyee's death ~11illi
I)'et*elrlnto::atcQun.rtin~er tlte terms Qft11~,gt:olipten'i\ life :iIiS1,lIaliC~p~iUltoraqlivc
employees;
(e) The CPSdistrlbu(ion maybc\tiikeninto accountfb'r'uriiClll dues to theextent
determined appropriate by the union representing.theemployee,

CPS distributions willnofbeindudedin calculatil.l,\SfOr iiiiy otherpurposes,

Grievances llildArhitJ;ntioi'l, The einpl(jyee'seInp~ciyjllgcompanyshaU have tlte
discretion to adrninister tltf$ Pian according toits terms. TIre employing company's
inierpretatlons.and determinations under this Plan shall be fimil and binding. The
employec'sunlonrepresenlative may present j¢evancesrelaiihgto matterscovered by
the Plan out neither the Plan nO'rittidtninistration:shiill\)cS'ubjeq toarpjtrati6n, e!(G¢pt
tliatthflilhit¢d issiI¢ of ~l1einpIQye'e'seJigibili~y ti?PS,tt,icipal¢,in aspeCifli: 4!~tribQtjoi1
underthePlan.shall ~a:rbittabH:, Any "make-whole" arbit.miJ9U awai:d (WJii¢h reinstates
an ci)1ployec witli'full backpay)~lrallincluUeartyapplicabJe CPSdislribnlipnfortJie .
Plan Year in\vhich. iheemptoyee hadbeen'separated from employment ittheemploycc

4
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was otherwise eligible-and didnot otherwisereeeiveadistributiorrfor lhe applicable-Plan
Year,

IV. 4Gl{K) PLAN

'L The FatrPOlrtt Commnnications }{artllem New England Savirigs ®(,!,Se(;uiity P1~ for Assoc:iales(ihe
'!401(k)Plan'lo) wiUb;eame:ri,iled.loprQY~de torCb1iH~n)' iIiatcl~ng contribulionin Companystock\viih
no resi:rictioDSinSI(8j:!of GOs!i;as ~09ri as prlltti9bl¢.

Pilr1icijif!!)tsin t'le 40.1($) '\~lu}{:<l)lowed to save the maximum amount.allowedin theplanunder' ms
andDQLtules,as interpreted'andapplledby the Cotnp.arwBendj.isCo'm.ri:iitt~,

v, JOmtcoMMITI'EEFOR OPERAl'lONALSAVlNGS

L Thepadies.61utu a1W@,re¢ to'Ji.~$l,ie'l.\i~icl:¢i.S,'IO Ieduc.ecosl, irn:provewi;ellue,.and increase
proottPtiviiy; witila g9a.l of'~¢r1ie\1Ilg $25 million in annual oligoin~savitlgsasprovide:Q in #4 below;

Ail ideas aild agreemeritswlllbe-costedandprojeCted sayings (iiu:;Iudingilet cO$t red\ictioj)s; J~ent1e
i'njpt6vein~lltsm1dior'~prodlJciivityinCreases) .,••.ill be4el¢®irie411yCo!,li:p·~il.ytP::\t 8.p::(jlliilatlIS·or-some
dfJiermufualiyaweed ..upOli.methQd()l{j~'i;iibjectJo theapProvaJ.oftl!eJojntLea~el'shipCbrnmittee,

A JointJ.;¢3.4er~111pq09-1milt~ 'vJll·~·e$mWl$hedt()oversee't1ledeveloPJUentof.id61siIDil
iinpl¢m¢))tiltiMpl(ll1sfcl' a'clIieVingthe saVings.objectiYC$tiui.da1sQ!i?-ckthelwpleitL~nta!iQnofilie
ideas-ana subsequent agreements (6eri~tn;¢'tlieJinplementati\l!i £llldJo!lo\y-'thi'\luglt 'ViUtin,/Jl~'
timeframes'outlined:rnl1¢W; .

T1~eNint i.e<ld¢rSlup €!:l)Il!lljltee"fUrnon and-Company leaders willmeet within 30 days Oftlils
Agreemel)tlIJ,organize, charter; monitor, approverecortunendllllons, 'amI resblYed!~pl;lies.
Durlngthe6D days subsequenttoille inj'tia1'Jpin{L~d¢i',sli,ip CqlrtI~lle¢ llleeliilg,the:J(Jint
Leader:ship:CrimW.itt~l\iein®rS-w;H.PMiciJ.ia.~eJntraiiP1i:g.s~SiCi!is·tie~~gl1e4.a:rld·c{lndup~cd·by
the,indq>e:il:denttb,ifdp<!tj:».teferred tb:insccH011 tn, ~iow, ASlIppropriate;mernbers,ofthe .
jcjillntilfur,"m;l.liag~m¢rirta*fq~'~~$:-r~t~rredto 'insct:tion (b.e10\';, will a!sQ,partidpMeii!
traWiM~~si9%dhrlngUlis.uutiaL60day period,. . .... '.. .'
The·Jriintl,eadersllipCornniii!eewiH m.eel,a~le;ist) ¢.Iypermotft1.l:19:·.~irrfY()1f! 'jts gllties.
AlLJointLeadershiOComiriWe6 m¢.i:lfug~win be' tll{l,ro~iWydQ<;ulil(::ntc4im~Ulc in41iiteSaIi~
fiipchart.retJ{ilislriJl1Je r¢oided·.aiIc1pr~~et\icd, Sliilllnfiry 1l:1inut~ofUle proceedings of the
J9it#l4!d¢~hip:Co\I®ittee. @Pn:~pp+l):v~lqy *e J()il1t-Lea~erShipCommittee;.w:ill be
dissemiMtedacross Fiill'Pomtau(iits unions,
if jOil~~L~4WWpCOlirmi.lt:ee3l>pro\ledhuiiativesrequirMhangeS, in the-colleclive.bargaining
agreements.in order to.implement-improvements, lhe JoiiltLeadersbipCoinUiittoo}vill
.secommendrelevant, changes.to lhe.f~ectjyeblir&aiJ(iIIgcQlil)l1ilt~ fQrgl\'iJJnioilS artd the
Compwj,y,w1ii:! 'Wil!l1).eiiagr~~'lJn.fitl1t11at!guil.Mandllpprovethe,qrumgii$Wo.ilgh Letters ljf

A,gfeei@ltw a l~fueJyijlarhie~,
Joint Leade:tShiP Cemmitteewlll be (rained, faciiltatedandadVised ,by an independent third party
approvedbyboth parties,

2;

3.

1},

c.
Ii:

f.

4. The.partieswill ideritify~0rigs~dd~veLop iItlpJein~u,atioIi plans to achieve the anJil:lalohgoing
saViitgswithilJ the f(l1l9~vlngtil1)cfram~: . .

a" Al.1 il:!itia.1 $~,OOO>OOOWithin 61)days of fhecompletedtraining.ot' the Joint-Leadership
Connnittee,

b. An adt\iti~n(li$5tOOO;OOO wilhln 120 days of tile comptetedltaiilingoftlle Jojnt.Leadershlp
Committee.
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c. Art addHiof!1il $5;000,000 within 180 days of the completed training of the Joint Leadership
Committee.
An,adffit1onal $5,000,00.6 'within 365 days of thecompleted mining of the Joint Leadershi p
Committee.
Agad.djti6nm $S,(}(lO,OQOwithin a.yearand a half of the completedtrainlng of the Joint
Leade,rsltip CommlUfe.
FaiI!J1(!Ii) nreettatg'e1:tHne frames will be addressed by the Jcint.Leadership Committee-for
purposes of dealmg with the causesof.the failure. If the JointLeaderslripConuuittee cannot
solve the-causes cfthe delays, thenlhe third panyfaciHtat!lrwi1ICoi~d\lCt an assessment of tlie
causes ap.il llroyitle tJi~ Jo.in~WQetshi pColl;lnlittc;(:;wllh the as'sessmentllnq a set of
rtt¢mmeh4a.!iOnsal.iollJ IIOWbest (0 reso]vejll¢. differences-and to meet-the targets-set fortl: in
tl.tisagree.Ihept.
¢o~t reductionand revenueenhancement iriitiatives identified by the Company and
disdosooaHhefustmeelingofthe Joint'LeadershlpCommlttee willriot'be.considered ..
incalcJJlaUng theachievetiient oft\ie targCt$ set f6rt.ll In paragraphs 1 and 4 of this
ArticlQy. . .

d.

c.

g.

5. l1ieworkbfdev~loping·ideasfodti1provil1g operating perfonnance and'reduclng coststoachieve.the
tatgel:savings.wilt bedone])y Jciillt labor manljgemel\ttas)cfo!qeSC01D p*Wofu!\iOllJypn;:$cntativ\)$,
employees; !ll\dJel~.Yunt~t()"tl\\;H~ski'it4jtli:idmai.t1.genientfromacro$S"sectiolloffqnCtionsau4 lev-els
lpti:ie'prgfitUi@fipl}; . . ' ". .' . .
it The .llum,be:r of joint task forces w1lJbe ~eterm.ined,bythe Joint:r.ea~ctsltipCommittee based on

the rangeof.ubjects; ptoCesses, and.areas targeted tor Unj)tcrvemeilt3.ndsavjjjgs. 'The
orgariiZatiomatld'schedtiliilgof the (Cjsk forces wHI be subject.lo meeting-the needs orWe
bU§Utessand i¢qu4"esth,hritiliJaI :a.greenlciltQftiie·pMies.

h. Memb¢rshipfoj' eachlas!{f6rdnvill consist of 6Jo 10 members, i.n¢luding Il!bor and
llUl!Ujg.em~ilL . . -. '. .' . .

c, Atleiist·.spperC¢ilt of i1lemernb~rsof e{'idrtask forcewill be labdrrepresentatives or bargaining
unit.members.

d. Members of the task forces wiiI be ~eJ~tedby. the,respectiye parties in consLil!.UtiQn~\~tlleach
other,1\"(l4the1I!(j¢p¢lldeiil,l.Itlttfp@yJaejjJliIlor; !:lliY-0relifi(oj)~Mil s¢leclthe niembersfrol1l
laoor;!lridinanilMniejit wm s¢lect its.members, At least one labprmeIllbet on each taskJorce
,~'ilIbeaillup;n:offi.~i;il,· ... ... .

C; The jdlht"leadership CO"nunitiee\Y11l chartereach·taskforce with:
L Scopedfwork;'
2,Perroi~c~Qbjectivc;
3. rJm¢~able;
4.Paranleters·'

t Task f6rc~~el~bers will 'be paid accordingto normal contractual terms-and .scheduled
<lccortll.ngiy; .

g. Allrj::1jsOoAbleJdeasWillbe Ulo{(mgWYllimlYZ:ed 1jIi(l~:qitClre(t
h. AllI~skfbtc¢'iii.¢etiilgsaiidUlCMalys'esof~ch of thetask fortes will be Ulp!'otig!lIY

d~iJ1nen:t¢4 and the, lllinti.t~~;dalfuWPt;;ll<itl :re~.qrqs wHI~. recrtded anq pt~S¢.r\'c.d,Each ta~k.
force will be provided wtthareseurcetodocument the proceedings. SUIItrn.a!)'riririutesof the
proceedingsofea~hiaskforcellpon approval bylheJolnt Leadership Committee will be
disseroimi:ieda¢rossFilirPo-intand.l'ts:un[ons. . .

i, ~C::hfas.k forSe. Wilt <lcvelJ)p recomrnendattons.and propose implementation plans which will 00
sl)lirili!ledto the Joint Leadership Team fdr"ipprovill within tile tlmeframes outlined wi thin this
agreement . . .

j. EachlaSk force will be facilitated and.advised by an independent, third party mutuaJlyagJced
upon by both parties.

15. Thejointoperatingperfornmncesavjilg~ Imiq:sswiUcQntilllie opcrating'for the lifcoHhc existing
CoJ1ectJ~Barg<l.iniligAgreemehl~, even after exeeedlngtbe targets set in this Agreement with Illt,':
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bbj ecti vesof :(Urtiierimprovlngoperalihg perfonnallce,uTjprOvi ng jJleocp1upetitiveness of the
Coinpa.nY,a,rfd:creatii!g.iiwf!aborallve, high engagementculturewalun the Company,

Subjccf10 tlie;;hang"sreflet.1ed. in thisMOU,theplilties' Q"lJIecfh'e 13argaiillni AgreeJllelit~,jhcl~dfilgall
MOUS,MOA:sa.!niL:ertets°(1fAgr~~)eii(aUU9he~ t6orrelatedtosU(;hHgreeriieIXt~e;{etlltepby and
li:l:t~yee.i).:t.!leUm()$isand tl~e:f:(:jmpally(orils ptedeces$ors) (colleefively; ihe"Col1e.ctl'vcBargairiillg
Agteemenrij sltallrem:iiIilulUfi forceanileffect, untiLll :59p.ul.o11 Augustt2b14,811dany action
requlredto be performed each year-pursuant La (he Collective Bargainiilg Agreement"sliall be performed
untilJl:59 p.m.on Augusf2,2014

CONDITIONS

3.

UP-Qho{hr;1Ef(eqi"y¢p<l.~e,:the{J.oitlp,!lltuncoh·di.HoItrlJly W~iv¢S"Wlyrliht foseek·~iief:fu!l1l.Y form pursuant
to-Section H130fiileBankruptcy :COd~andacknowledges that lJiisagreementpmvJdes those.necessary
modificaiions'in !!.mployee:~jie:f,iis'<i:IJdptoti.'.iitloJjs4mtatel1.\~q':$~iry-tb pemU1 reorg~i:tiiao~qn ofthethe
COiIJjl311Y, Th?: cqiXi.ii:in}'\vi!l, MIiWlX 6pp,oseanY'lilbltOilflledby iJitfOth:e(part:Ys~~king .¢Jil;lf iIriiJiy
foiih'PufSV@t ~o$¢ctionlJq·
:F61IoWlngmerribersfl[praUt'ication,-o·l1lis.Mdu wiltbesubminedJorreview andapprovalto'ot'he,:eaUkruplq'
Courtfol";the:SouUl~~[)J$lricto~N~w Yorkc(the:"13arikniptcjCdur(') undiich.tb:eCoi:!ipany's Chapterll
ca~~(09~) 63J$)j~¢iJireti.tlnif!1J;di.tig.T1riS)\10U ,ylU:Iie.~Qfue#f~Ctive,fin1l1aml ~Pl4i:iigUfullith¢
Co~P~hY\P1~tMolJi~i:J:nS'o~P.qj,i"the:.Q~ty.t.i»ito(Ji'eOr~et.~tiM;:Si,l9Ii)3,$kr.tiPtcy.oGoUrt·~pprov~lb~omes
JinaI(tpe i'Effeetive:Dllte"} OMe it hecomes effecti¥ef qus MP:O wfl1°~oniirtlfeilJfulLforcc and effec~
siJbj~tlo'tlleduratl.onC!auseoftfieAgfeeinents airnodlfledbyArticlevr ofthisMbD. if/his MOU
does llo£becomeeffccliv!.';'and·pinding:iI.i flcco~dan.c;ewithllij5 paragriiph,t:\leutlJis MOU will.be.null and
voidlllidneitheNllisMou,nd!:anydlscllssions¢O(tcerilingUiiirMoU,Villobe Cited Qrr¢fe.t:tedtoin any
jUdicial; :bankhiNCy,'~J:!J®l.i$trat1v¢Ci(iri1JXtt<l.Hop:pr0eed.mg.

A1lYPlai~Oofl\e{jtgaNtillio~pr91J,\"ls.~dpr~pJXirte4 QYtJ~e~oI\1Pf\IiY sha11pro1'i(ieJor ~s~liptiO)l
by !~eC()mpaJ1YQft.his MOu. 1'lleU.l~bn.s~1I411s,llPp·Drte;::91~$iY¢1¥ the GW!1P~tlY'sqffOrtS to
conflim a: plan ofreorg!U1iz<itjoIi ,\yjthoallve:stedpartres,fududinwthe·PtiblioUtility Commlssions °

inM"iline, New Hampshire, and :Vemtont~so lone,asfhidenriS thcn:ofare not incotlsistent'with
thisMOU orth.eCd~i€j(;liYe Blji'gairiih$oA.gieemell\s, ·lishereinre0sc~l

Th~ parties heretoeach I.cselY~rMo tl.gi!ts:wiih 'respect to ~~e proper junsct1[j1ion($}to resolve
d.ispnles~ifany>arising:underorore1ated.to tliisMOU.o

Up6idhe:Efi'e~liv<eDate';tIie·oComJianyand the Unioninunedlately release each. other from any and all
i;laims,i:ls;that t¢.rin is deijJie:4iil.S~oCU9~101(5) ofllie:8an.t«upfCYCpdc.,arjslllgOpii9r to the oEffective Date,
'ant!shalJ takeallnt9e.sSlliy*p~tl:l:'vp.thdraW, ..dis0:ntin"V~'ox di.slj:ti~sOfGa.iJSe~iewIUli!mw.til, °

discontinuanCe.or dismiS@pfanyciYi1chro.:gcs, i;ortlPlriints, ~ts otfproce¢fji)lgSpc.w. ~l1ilingiltahy
slager1n state or fudcnil ~ouTt,Q:r-anyadhti.llistrnt'iv.eotregilli1lotyolJOdy~Slal\:::of FeqeraJi wrllcllila'v;e.az;isen
piitirto tJi~ElJeC!iveD~te, N6tl'ilii:g.lti.thispara~aph5shri.11 bedeeniedtowaive.anygrlevances andiot
jJ.rl)itratioris fi.ledpri6.rtQili"e sighi.l)g ofthl,sMOPlYhicb ilfup¢hilitigpW'smmlIO the existing COllective
Bargaining Agreemen]

5.

VlU. PENSlQNLUMP SUMCASHOUT,

The provisions for lump sum p3),oul of the pension plansha II lie amended as-follows:

1. An~ssodate wltoseparates frcm servlce.duringIhe periods November 1, 2004 loAugust 2,2008,
and.January 1, 2009 to peceri.lber 31, 2011, and ]aIi.u.1ty 1, 2013toAuguSl2,20 14, and only duringthose
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periods, wi1.heligihility for a vested pension or a service pension, shan' beelXgibl~ toreceive his or her
vesledorseri'lte.Pt.I1sioIll,in(l.er tIte pension plan as a tblallllIT.lp-SUlnca~h(jllL Thete,pns'ofthc Cttsho\lt
piog.i-a.iI!sdllpnglhepe(jQds November ,1~'?904to Augilst2, 1008, and Januaryl. 2009 toDecember.J},
2011, and JallU,ary i.:2013 to August 2; 2014 shall be the same {ISthe terrns.of'the cashout programsetfortli
In Hie'iObO MOU,except that.

(a) " , The'cashou; programs shall provide fQr payment of a lurnp-sum cashout.ona
conlm:eilceilleiltd2.te electedbvthe.associate that OCCIlISott or after the dale the associate'swritten request
isrC¢eit~4bY'th~,pensio~PIa,;. adnlil\istr~i~rand tlliltis'citllcr:
i, the day foUmVii!g the associate's separation fromservice, or
ii. the firS! dayof a'ilymonlh following separatibn fI(l.til service;

(I)) ". '. T)1~c)!ku1alio:t) of a hjm.p~slHnCfisho~rfOI'Rii~ligi91~\'iss9.PiaW1\;110~e.P¥ales from
service tin'{Jtbef9te. 4t)g'\lS,\ 2,2014, shall be based on the largest oflheamoWllsdelermirtedl?xthef-actors
setrorlltirttltePetlslOll Plan on April 1, 2008, for thecashoufmals indie2000MQU,in;i:ddilion to any
le,gany~mandated intereSit;itearid:mbrta~itytablesetfor(hiri'sediOn417(eYo.flllehli¢JJial RcverlWCode,

(c:) .. Ittlle3 O"yeat Tr~s\.i,:yBQM J:litcceasCSJo bt!pu~Jished.be.t9reAllgiJ~t2,i(Jt4'tlJc . .
partie~wilt eslablisltaji)"intcommitteewhich will review fhehistoric relationshipbetweetrfheinterest rates
oJ~:16~y'ear;r:ieawY··Bo!1d~and. the interestrates.on AAACOIporateBonds and will-agree.on a-factor
whkh when applied to historie AAACorporate ·:Bondratesproduoes i\l,l.ihterestril.teeqnil.lto the 1i.istonc
30c}'ear TreasWy:Bondrate. Th.i$ril.te will Prifi1ffQC.a"ai!a1.lleasflnQtlier-~li)qlllatioiiStalldatd fot lump-su:m
QshOut!tuiWtlliep,'elisjOh Blan, fQUoWillg aleI~stpj}bli§ation~at~ JQ(tlIe 3Q·y~rTreas.ury BOlldtate, .FQr
Q\i~.purpQsp,;;jlfs.lo*!;'rat~s~trallbeeqluiltothcave.rag~ratcs.9yer'the,3~ye'!t pe[oiodillatel1dss.ixPlQnths
before the 11lStdate oiI-witichtheU;S: Tteasu:ryDepilrtinenfpllbJislies,lhe'30~yearT(easuryJ30ndra.te.
(E~ampie: Iihistoric30'year Treasllry'Bond rIifescquaI6%wv.l hi.stork AAA Corporate Bond rates.equal
8%. then the filctoiwotild.Pc75%; The new stiridai'd forcarc:Ulalli~gah.\lnp·:sumwoUld.be (j·75 tirnestlle
AAA CDrp¢mt~EoMritte jrr¢ffecf (Hllh~liJmp~ cOlJUI1¢l'!c¢i'rientd.ate,) .

(4)· '.' An asscciate-who.separatcs from service. on.orafter Odober 1,.2ci03,andon or before
November:$(i,20(l3, and wlloeJects to receive.his vested or service pensionas a.totallump-sumcashout
shalLreceive·alinrip$Uilleqnal to thegreater of (I) theJump-~lmca~hotitd¢terntinedha~ed onthe PBOC,pr
GATTh~sJs (whicllcyer is ·iMiefayornble)· applied .to det~miiA~.Il.u'npsi'f\lspti.lq1¢d~r the J>ensi9nPl(ji( to'
as@ii1t$.s~pa.fll#ng fi<)n~Il~rVi~dUJiIig j:h~thirdqflMer of2qO.3 ,Pi'(ii) UielUtnp~SU1il cashout deterini.lled
under the terms ofthePenslon Plan in effect on theassociate's commencement date.

(~). rothe~rt.t <if a,$u,rpI~dedaraHoll Qurj..Ilg aperiod when the-lump sumcash.out.
js,$Us~nde(l. tlie liuspeiisiqil'lVill'oo lifteqTot a6Q-d~yperiol:L

2; tran aFjsqdatedii!$ i!ilrli1g.l!/l1p!oyi1lellt(/nor ajt(Jl'jaitudr'y'j,,40{Z, undonor biifore
Decclllher31, 2012;andq/Jer. becoming lJestedfmiJerthe.PellsiQ# Plan.J4he{(ssodide'~·beneficiaryfor
UII::.pnhretirement deatil benefit, under the Pension Plruuih;illbeeHgibletorecei ve payment of tile death
~lleijta~aJolal himp·~i\lnt~sh()uL Jii.aqdiiioll; thepre .•retirement:dJ!31h"pel~et:jtpaidto such beneficiary
~liall¢i:llia).l1!eJiitg~rQf(a) !Jt¢lWilP-!iul~i.casll(nitJlla,t 'Y0uld have been Paid tp lii¢assopia!e i1'heoishe
hadsepatatetlfr0ltfsetv;lceO.l). U)!;!d~!e'ofd~th andelected to receive paYllumtun lhe-(ieIl~fJ!:iar)"s
commencement date (O{, if the beneficiary is a spouse who elects an annuity, UICll.ctilllrial equi'l'alent of that
lump sum injheIormof'a sins1eJifeannuily),or (bY the pre-retiremeot death benefit otherwise payable to
suchbeuefirijary underihe-Pension'Plan. .

3. XI' 4.11 associate sl!parntesjrofli smite during empioymeiitori orl1fter1mlllury l, 2012,
and-on-or before December.sl, 2012or/{! after lJ(!qoming vestedtitlderthePeilSiOll Plan, due to hisor her
exhaustion of 52 weeks of sickness disability benefits and iselig[blefor a vested pension ora service
pensiOp. underthe PensionPlan, 'theassociate.shall be eligibleto receive his 01' her vested pension or
service pension (btitiJota disability peilsiijl1)as a tolallurnp-sum cashout,
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Term Sheet Regarding Reorganized FairPoint Warrants
to be issued

Under the Plan of Reorganization

Issuer I Reorganized FairPoint Communications, Inc. (the "~ompany" or
! "Reorganized FairPoint").

Initial Holders Holders of all unsecured claims.

Warrants The Warrants will entitle the holders thereofto acquire up to seven
million one hundred sixty four thousand eight hundred four
(7,164,804) shares of New Common Stock, subject to dilution by
the Long Term Incentive Plan and subsequent issuances of capital
stock.

The New Board shall authorize and reserve for issuance at all times
an aggregate number of shares of New Common Stock equal to the
aggregate number of Warrants.

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

Expiration The seventh anniversary of the Effective Date (the "Expiration
Date").

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

--
Voting Rights None, until exercised.

Dividends None, until exercised.

No restrictions 011 dividends or distributions by Reorganized
FairPoint.

Anti-Dilution Provisions The Exercise Price and the number of shares of New Common
Stock issuable upon exercise of Warrants shall be subject to
customary anti-dilution adjustment for stock distributions, stock
splits, combinations or similar recapitalization transactions.

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

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

[Exhibit C to Fairl'oint Plan of Reorganization]
0362



Iconsolidation or merger in which its New Common Stock is
i exchanged for securities of another entity, (ii) a reclassification ofI its New Common Stock into securities other than New Common
! Stock or (iii) any statutory exchange of the outstanding shares of
New Common Stock for securities of another entity.

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

Treatment Under Section 1145 The Warrants and New Common Stock issuable upon exercise will
be offered and sold pursuant to Section 1145 ofthe Bankruptcy
Code.

[Exhibit C to FairPoint Plan of Reorganization]
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Execution Version for all Regulatory Parties, includfrw the OPA and FiilrP61nt

Post Filing Regulatory Settlement· Maine

This Regulatory Settlement (the "Regulatory Settlement") represents the understandings reached among
the representative of the Maine Public Utilities Commission (the "Commission') as the representative is
described in the order of the United States Bankruptcy Court, Southern District oH>.iew York (the"
Bankruptcy Court") entered on January 20, 20iO (lhe "Order") and subject to the terms of such ,Qrder (the
"Representative"), the Maine Office of the Public Advocate (lhe "OPN) (the Representative and the OPA
being referred to jointly herein as the "Regulatory Parties"), and FairPoint Communications, Inc. and
Northern New England Telephone Operations LLC, d/b/a FairPoint Communications-NNE ("FairPoint"),
together with the Regulatory Parties (the "Parfles") in connection with the mediation ordered by the
Bankruptcy Court, and which shall also apply in any change of control proceeding related to FairPoint's
emergence from Chapter 11. This Regulatory Settlement is subject to and qualified by the Order.
Without limiting the effect of that Order, the Representative only has authority to recommend matters for
approval by the Commission, after notice and a hearing before the Commission in accordance with Maine
law. Whenever this Regulatory Settlement states or indicates that the Representative agrees with and/or
will recommend a particular proposal, or words to that effect or of slrnilar import, such terms will not imply
any greater authority in the Representative and all such terms shall mean only lhat the Representative
will recommend a term or condition for approval and no such agreement and/or recommendation shall
bind (a) the Commission or (b) the advisory staff of the Commission.

i. process Issues:

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

1.2. The Regulatory Parties shall recommend that all regulatory approvals Ihat will be-requested
of the Commission in connection wllh the Plan wilt be processed by the Commission
contemporaneously with the Bankruptcy Court's consideration of the Plan and will be granted
by the Commission substantially contemporaneous wilh (or in advance of) the Bankruptcy
Court's confirmation of the Plan or such later date as may be agreed to by FairPoint and the
Regulatory Parties. The Parties shall request and recommend that such approvals
incorporate the terms of this Regulatory Settlement and not include additional substantive
new conditions, other than the condition that the Commission's approval may be rescinded,
after notice and opportunity to be heard, if the Bankruptcy Court's confirmation order alters
any of the terms of the Regulatory Settlement. Subject to lhe fight of the Parties under
Section 1.4, the Parties shall not request that the Bankruptcy Court incorporate any
provisions in the confirmation order that alter or modify the Regulatory Settlement, except
upon the express written consent of all of the Parties, which consent shall not be
unreasonably withheld. The requested approval will include approval for the change of control
contemplated by the Plan which will occur on the Effective Date of the Plan.

1.3. The Regulatory Parties will file a proposed procedural schedule for Commission approval.
This procedural schedule shall recommend that any change of control and RegUlatory
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Settlement approval proceeding be concluded and be ripe for a Commission decision no later
than 90 days from the date an application seeking approval of such change of control and
Regulatory Settlement is med, and such procedural schedule shall include the provision of
notice of the proceedings in accordance with the rules of the Commission.

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

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

The Commission, through its BankruptcyCounsel's signing of this Regulatory Settlement,
FairPoint and the Regulatory Parties expressly agree that (i) FairPoint's commencing or
participating in any proceeding before the Commission wilt not be used in any way as an
argument against FairPoint in any proceeding before the Bankruptcy Court in which FairPoint
would seek a ruling from the Bankruptcy Court that any such Commission approval or
Commission proceeding is pre-empted by the Bankruptcy Code, and that (ii) the Regulatory
Parties and/or the Commission participating in any proceeding before the Bankruptcy Court,
including seeking approval of this Regulatory Settlement or approval of the Plan, will not be
used in any yvay as an argument against the Staff and/or the Commission in any subsequent
proceeding before the Bankruptcy Court or that the Regulatory Parties and/or the
Commission submitted to the Bankruptcy Court's jurisdiction and that any action by the
RegUlatory Parties and/or the Commission is pre-empted by the Bankruptcy Code.

1.6. The Regulatory Parties will recommend, if requested by FairPOint, that any matlers before the
Commission to which FairPoint is a party and that are the subject of the terms and conditions of
this Regulatory Settlement be temporarily suspended or adjourned pending the Commission's
consideration of the approval of the Regulatory Setllement and the change of control provided
for under the Plan.

2. Issues Related to the Merger Conditions. FairPoint will comply with the Commission's February 1,
2008 Order issued in Docket Nos. 2007-67 and 2005-155 and ali stipulations and amended
stipulations approved thereby and/or incorporated therein (collectively the "2008 Merger Order"),
except as the terms and conditions of the Merger Order are expressly modified by this Regulatory
Settlement, provided, however, that with respect to reimbursement claims of third parties arising
under the Merger Order, the Regulatory Parties will recommend that this Regulatory Settlement
shall not affect the status of such claims under applicable bankruptcy law. For the avoidance of
doubt, nothing in this Regulatory Settlement is intended to preclude FairPoint from seeking an order
from the Commission amending or modifying the Merger Order in a proceeding other than the
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proceeding to approve this Regulatory Settlement and its accompanying change of control
proceeding.

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

At the Injunction Hearing, the Commission and FairPoint may raise any legal or factual
arguments in favor of, or in opposition to, such an injunction; provided, however, that the
Commission will not raise the argument at the Injunction Hearing that the injunction should not
issue because the claim, if any, represented by the rebates is otherwise payable at a specified
percentage distribution provided under the Plan. Nothing herein shall be construed as an
admission by FairPoint, the Commission or the Agent as to the status of the rebates as a matter
of applicable law or as a waiver of any claims Of defenses. All appellate rights of FairPoint and
the Commission are preserved, inclUding as to any injunction entered as a result of the
Injunction Hearing. The Commission shall not, in any proceeding relating to the obligations of
FairPoint under the Merger Order, argue that FairPoint's payment of the SOt penalties which
became due after the Petition Date constitutes an admission by FairPoint that any of its
obligations arising out of the 2008 Merger Order which became due after the Petltlon Date are
entitled to be treated as an administrative expense.

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

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

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

1The "AFaR Order" means and refers to the 1995 AFaR Order in Docket No. 1994-123
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approval of de-averaging becomes effective, FairPoint shall not implement prices for broadband
services in Maine that exceed 120% of the prices of FairPoint Telecom Group in Maine
(Telecom Group) for equivalent services in FairPoint "classic" or "legacy" service areas. The
Regulatory Parties understand and will advocate approval of this provision on the understanding
thai if FairPoint changes any of Telecom Group's prices during the term of this provision, there
will be a corresponding change in the cap imposed by this provision. None of the Regulatory
Parties will seek any form of price cap for broadband related services other than the provision
set forth in this subparagraph.

2.4. FairPoint agrees that during the 5-year period beginning upon closing, FairPoint shall spend not
less than the amount required to attain and shall achieve the broadband build out requirements
of 83% by December 31, 2010; 85% by July 31, 2012; and 87% by March 31, 2013. If FairPoint
fails to achieve 83% by December 31,2010,85% by July 31,2012 or 87% by March 31, 2013, it
shall be required to achieve 90% by no later than March 31,2014 in accordance with, and
subject to, the applicable terms of the Merger Order. FairPoint further agrees that by March 31,
2013 it will achieve 82% for lines in UNE Zone 3. If FairPoint achieves the broadband build out
requirements of up to 87%, as set forth in Section 2.4, on July 1, 2013 FairPoint will contribute
$100,000 to Connect ME. Until FairPoint achieves all ofthe requirements of this paragraph,
FairPoint shall file quarterly reports with the Commission regarding its broadband buildout
activities containing the type of information required of Verizon under Section 3 of the Amended
Stipulation of August 8, 2007in Docket No. 2005-155. FairPoint shall inform the Commission in
wriUng of its determination that all of the requirements in this paragraph have been met.
Nothing herein shall prejudice the Commission with respect to a challenge to such
determination and the Commission may, in its discretion, conduct proceedings to determine if,
in fact. such requirements have been met.

2.5. FairPoint will have the option to resell terrestrial (non-satellite) based service providers'
broadband service offerings to fulfill its broadband build out and/or service requirements as
contained in the 2008 Merger Order, as herein modified, for the broadband buildout
requirements beyond 85% provided thaI (a) the build out and/or services meet or exceed all
requirements of the 2008 Merger Order as herein modified; (b) the resold services are
purchased through and serviced by FairPoint; and (c) the Commission Staff, on delegated
authority, approves the service provider(s) selected by FairPoint The Commission StaH's
approval process shall require that, upon written submission by PairPoint of the identity of the
provider(s) the precise build out obligations and services to be provided by such provider and
information regarding the capabilities and qualifications of the provider(s), (i) approval may not
be unreasonably withheld by the Commission Staff, and (2) if the selection by FairPoint of a
service provider(s) is not denied by Commission Staff within 30 calendar days of the date of the
written submission by FairPoint, the selection by FairPoint shall automatically be approved.

3. The Representative will recommend that the Commission find that the financial conditions set forth in
the Merger Order have been replaced by the terms of this RegulatorySettlement, satisfied, or have
been otherwise rendered moot due to the deleveraging achieved through the Chapter 1i process.
The Regulatory Parties will recommend that the Commission not impose affirmative or negative
financial covenants in addition to those imposed in any loan or credit agreements or related
documents executed by FairPoint in connection with the Plan, provided that such agreements are
supplied to the Commission upon execution, as well as any subsequent amendments to such
agreements or related documents. The Representative will recommend that such financ\al covenants
not be considered separate financial covenants enforceable as such by the Commission, provided,
however, that nothing herein sha!llimit the Commission's ability to investigate, at any time, the
financial condition of FairPoint and to take action with respect thereto in accordance with Maine law
and the rules and procedures of the Commission. FairPoint will inform the Commission, subject to a
protective order reasonably acceptable to FairPoint to be entered in the Change of control
proceeding, of any substantive defaults under such loan or credit agreements, which defaults have
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not been cured within any cure ~Pfo\lided under such agreements or waived by the applicable
lender.

4.· MisceHaneous Matters

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

4.2. The Plan shall provide for the appointment of a new Board of Directors for reorganized FairPoint
consisting of a supermajority of newly appointed independent directors. The Plan shall further
provide that the new Board of Directors will appoint a "regulatory sub-committee" (the
"Regulatory Sub-Committee") which shall be charged with monitoring compliance with the 2008
Merger Order, as modified by this Regulatory Settlement, and al{ other regulatory matters
involving the States of Vermont, New Hampshire and Maine, Either the Lead Director or the
Independent Chair of the Board of Directors, at FairPoint's option, shall be available to
voluntarily speak or meet with the Regulatory Parties at their reasonable request as appropriate
and lawful.

4.3. Subject to the confidentiality provisions of the Bankruptcy Court's mediation order and, with
respect to any financial advisors hired by the OPA or the Representative, if any, a confidentiality
agreement deemed suitable by the Parties, FairPoint has provided the Regulatory Parties, their
counsel and their financial advisors who have signed a confidentiality agreement with the
Company's four-year business plan and supporting material that has been provided to major
constituencies and parties-in-interest to the bankruptcy proceeding. The business plan and
related proforma flnancials reflect operations over a four year planning period. The OPA's
obligation to recommend the Regulatory Settlement is subject to the OPA's and theOPA's
advisors' review of such information and their reasonable determination that such information
supports the assumptions underlying the Regulatory Settlement, which review by the OPAshali
be completed within thirty (45) days of the date hereof.

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

4.5, At least one board member of the revised FairPoint board will reside in a northern New England
state. .

4.6. FairPoint shall not agree to or accept any term in a proposed settlement with the Staff of the
New Hampshire Public Utilities Commission, the New Hampshire Office of Consumer Advocate,
or the Vermont Department of Public Service pertaining to the Plan or, if applicable, to any
related approval for a change in control without offering the same term to the Regulatory Parties
and/or in connection with the Regulatory Settlement, a change in controt, or the approval of
either by the Commission. FairPoint only shall be required to offer such term(s) to the
Regulatory Parties in the event that such term(s) represent a material difference in the benefits
of this Regulatory Settlement, on one hand, and the Regulatory Settlement effectuated in the
jurisdiction of New Harnpsblre or Vermont (as the case may be), on the other hand, considering
each such Regulatory Settlement in the aggregate. If FairPoint enters into a voluntary
amendment to the Vermont or New Hampshire Regulatory Settlements, FairPoint will within one
(1) business day provide a copy of the signed amendment to the Regulatory Parties.

1640475.5 5
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4.7. Any management bonuses shall be based on a combination of EBlTDAR (EB1TDA plus
restructuring costs) and service metrics and the weighting for each of these categories shall be
computed and clearly stated for the incentive and bonus plans for each individual and for the
company in total. Once established, FairPoint shall disclose such service metrics to the OPA
and the Commission.

4.8. Subject to the terms set forth herein, the signataries agree to support this Regulatory Settlement
and not to take any action in any forum or jurisdiction that would contradict or diverge from the
terms set forth in this Regulatory Settlement for so long as this Regulatory Settlement is in
force, unless the Regulatory Settlement is voided under Section 1A hereof or if any Party
withdraws under Section 1.5.

This Regulatory Settlement has been duly executed as of this 9lh day of February 2010,

FAIRPOINT COMMUNICATIONS, INC.
NORTHERN NEW ENGLAND TELEPHONE
OPERATIONS LLC

ev,-,A/J"",_~""".-=_=::.....:.:;.::::,,--- ~ __
Peter G. Nixon
President

Amy Spelke, Representative of the Maine Public
Utilities Commission

Robert S. Keach, on behalf of the Maine Public
Utilities CommissIon and only with respect to the
reservation of rights set forth in Section 1.5, as
specified In such Section 1.5

1640475.5 6

0370



4.7. Any management bonuses shall be based on 8 combination of EBITDAR(E8ITDA plus
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4.8. Subject to the terms set forth herein, the slgnatorlss agree \0 support thls Regulatory Settlement
and not 10'take any action in any forum or jurisdiction thaI would contradict or diverge from the
terms set forth in this Regulatory Settlement for so long as this Regulatory Settlement is in
force, unless the Regulatory Settlement is voided under Secllon 1.4 hereof or if any Party
withdraws under SecUon 1.5.

This RegUlatory Setllement has been duly executed as of this 9th day of February 201 D.

FAIRPOINT COMMUNICATIONS, INC.
NORTHERN NEW ENGLAND TELEPHONE
OPERATIONS LLC

By_~_--:---:-o-;-- _
Peter G. Nixon ...
President

~l)bart-s'. C 1, on behalf of the Maine Publlc
Utilities C lsslon and only wIth respect to the
reservatien of rights set forth in Section 1.5, as
speclfled In such Section 1.5

16~0475.5 6
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Ex:ecuUon Version for all Regulatory Petties, including the OPA and FairPoint

By_..1....,~..L7-,.¥,~'-tt::-'<fy.r~-\+-~----
Name:-,--.&,J..l.i,D..A~!Ir--.df-tw.~?'--~------
Titre:_.:r:...J\IllOI~.!.l-o&U:L1~!!..l..J...- _

1640475.5 7
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Exhibit E

NHPUC RegJ!latory Settlement
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Post Filing Regulatory Settlement - New Hampshire

Execution Version

1. Process Issues

1.1. The Staff Advocates of the New Hampshire Public; Utilities Commission designated pursuant
to RSA363:32 {the "Staff Advocates") and FairPoint Communications, lnc, (together with its
subsidiary Northern New England Telephone Operations LLCd/b/a FairPoint Communications
- NNE, "FairPoint") [collectlvelv, FairPoint and the Staff Advocates are "the Parties") will
request that the New Hampshire Public Utilities Commission (the "Commission") approve this
settlement with FairPoint, as discussed more fully below (the "Regulatory Settlement"). The
Parties agree that the Regulatory Settlement will be implemented either under (I) FairPoint's
Chapter 11 Reorganization Plan to be filed on February 8, 2010, as it may be subsequently
amended (the "Plan") or (ji) a Bankruptcy Court approved settlement which is approved in
connection with the Plan and which is incorporated into the order confirming such Plan ((i) or
[il] being referred to as the "Plan"), which will be filed by February 8, 2010, or such later date
as may be necessarv in FairPoint's good faith judgment, with the United States Bankruptcy
Court, Southern District of New York (the "Bankruptcy Court"). The Parties agree further that
the obligations set forth in this Regulatory Settlement shall be the only obligations sought by
the Parties with respect to one another with respect to any change of control proceeding or
with respect to the Plan, and that such oblig-ations shall be binding on the Parties only once
the terms of this Regulatory Settlement are approved by the Commission and upon the
Effective Date of the Plan.

1.3. In furtherance of Commission approval of this Regulatory Settlement and any change in
control, the Staff Advocates will file, within three (3J days of FairPoint's filing with the
Commission of a complete application, a proposed procedural schedule for Commission
consideration of thls Regulatory Settlement and (if applicable) the request for approval of
change of control. This procedural schedule shall propose that any transfer of control
proceeding be conduded and be ripe for a Commission decision no later than 90 days from
the date a complete application seeking approval of such transfer of control and this
Regulatory Settlement is filed. The Staff Advocates shall provide a copy of the proposed

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

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

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

1.6. Because the settlement with FairPoint will be implemented through the Plan of
Reorganization and the Commission's change of control order, the Parties will recommend
that all pending dockets related to FairPoint be continued until either m a Party exercises its
right to withdraw from the Regulatory Settlement or change in control proceedings in
accordance with Paragraph 1.5 prior to Commission approval, or [ii] the EffectiVe Date of the
Plan.

2. Issues Related to New Hampshire Merger Conditions. FairPoint will meet the broadband build out
requirements, the capital investment requirements, and the SQI service quality program
requirements ofthe 2008 Order and the 2008 Settlement Agreement (as the order and
agreement are defined in footnote 1), with the following modifications as set forth below:

2.1. SQI Pe.,.aJt'jg'forthe 2009 year will be deferred until December 31,2010. For the avoidance
of doubt, the Parties agree that FairPoint has accrued $6,000,000 in SQI Plan penalties for
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FairPoint's fiscal year ended December 31,2009. If FairPoint meets the service quality
objectives for each performance area specified in Attachment 1 and as averaged over 12
calendar months ending on December 31,2010, then SQl Plan penalties for 2009 will be
waived. If FairPoint meets the service objectives for some but not all of these performance
areas as specified above, 2009 SQI Plan penalties will be reduced by 20 percent for each
performance area specified In Attachment 1for which FairPoint achieves the service objective
averaged over 12 calendar months ending on December 31,2010.

2.2. FairPoint shall adhere to all SQI metrics during the 2010 year and all subsequent years, and
FairPoint shall pay any SOl penalties which may become due and payable related to FairPoint's
failure to meet such rnetrtcs during 2010 and all subsequent years.

2.3. The FairPoint Quality of Service Commitment in Exhibit 3 attached to the 2008 Settlement
Agreement will be amended as follows: (a) reference to DSl will be removed from Section
3.2; and (b) Section 4 will be clarified so that the New Hampshire penalty structure will be
calculated as it is in Maine, using the percentage "not met" formulation. For purposes of
clarity, identical service quality performance in New Hampshire and Maine will accrue
equivalent penalties for each corresponding period. Notwithstanding anything in this Section
3.3 to the contrary, the Parties agree that FairPoint's total annual financial exposure to Service
Quality penalties as set forth within the 2008 Settlement Agreement shall not exceed $12.5
million per year. At the end ofthe five (5) year basic exchange retail rate stay-out period (as
set forth within Section 8.1 of the 2008 Settlement Agreement), FairPoint shall be entitled to
petition the Commission for a reduction in Service Quality penalties and revisions to the
Service Quality standards.

2.4. FairPoint's pricing obligations relating to stand-alone DSl services will terminate on
April 1, 2011, but FairPoint will continue to provide stand-alone DSLservice and Fa'lrPoint will
continue to adhere to Verizon' s "for life" service offerings made as of March 31, 2008.

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

2.5.2 FairPoint will adhere to the broadband coverage percentages and the minimum capital
commitment ($285.4 million) resulting from the 2003 Order, provided that all capital
expenditures for New Hampshire, measured in accordance with United States Generally
Accepted Accounting Principles and consistent with capital expenditures reflected in
FairPoint's audited financial statements, are counted towards the minimum capital
commitment of $285.4 million to be spent by March 31, 2013.

2.5.3 FairPoint may count, and therefore reduce, its other expenditure commitment of $6SM
("DEC') by (1) amounts of up to $10.5 million to the extent such amounts exceed $56.4
million to achieve 95% broadband availability and are actually expended; and (2) $4.5 million
of capital expenditures already expended in excess of amounts estimated to develop the next

1See Settlement Agreement filed with the Commission January 23, 2008 (the "2008 Settlement Agreement"),
incorporated by reference and approved by Order Approving Settlement Agreement With Conditions, Order No.
24,823, dated February 25,2008, as subsequently amended (the "2008 Order").

3
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generation network. For the avoidance of doubt, and subject to verification through a
reconciliation of FairPoint's NH 2009 capital expenditures to the consolidated capital
expenditures in its 2009 audited financial statements, aggregate capital expenditures of
$157.6 million have been spent by FairPoint through December 31,2009, against the
minimum capital commitment of $285.4 million.

2.5.4. $10 million of the OEC shall be reallocated to and spent on recurring maintenance capital
expenditures on or before March 31, 2013, resulting in a dollar for dollar reduction to the
DEC and an increase in the minimum capital commitment to $295.4 million.

2.5.5 FairPoint shall have from April!, 2010 to March 31,2015 to meet the remaining balance of
the DEC (e.g. $40 million if the full $105 million referred to in Paragraph 2.5.3 is spent},
which shall be spent on "network enhancing activities" identified in Attachment 2, which
include but are not limited to the physical extension of network facilities or coverage,
changes to existing network facilities to improve quality of service [e.g., increase redundancy,
reduce latency), and any network enhancements related to the development and launch of
new products and services. All capital expenditures associated with such network enhancing
activities shall count toward the remaining balance of the DEC set forth in the provisions of
Section 2 hereof. In addition, for those network enhancing activities set forth in Attachment
2 to this Regulatory Settlement involving Video or [PlY deployment, FairPoint may count
toward the remaining balance of the DEC all capital expenditures incurred plus operating
costs, consistent with FASBStatement No. 51, for customer premise equipment, installation
labor at customer premises, and IT development solely incurred in connection with a video
product.

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

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

4

3. Financial Conditions

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

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

4.2. The Plan shall provide for the appointment of a new Board of Directors for reorganized
FairPoint consisting of a supermajority of newly appointed independent directors. The Plan
shall further provide that the new Board of Directors will appoint a "regulatory sub-
committee" (the "Regulatory Sub-Committee") which shall be charged with monitoring
compliance with the 2008 Order, as modified by this Regulatory Settlement, and all other
regulatory matters involving the States of Vermont, New Hampshire and Maine. Either the
lead Director or the Independent (hair ofthe Board of Directors, at the Company's option,
shall be available to voluntarily speak or meet with the Staff orthe Commission where
appropriate and lawful.

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

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

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

5
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4.6. Any management bonuses shall be based on a combination of EBITDAR(EBITDAplus
restructuring costs) and service quality metrics goals, and the weighting for each of these
categoriesshall be computed and dearly stated for the incentive and bonus plans for each
individual and for the company in total. It is the Staff Advocates' expectation that compliance
with service quality metrics shall be afforded significant consideration in the weighting of
those categories.

4.7. The Parties agree to support this Regulatory Settlement and the application for a change of
control and not take any action in any case or proceeding involving FairPoint that would
breach or violate the terms set forth in this Regulatory Settlement for so long as this
Regulatory Settlement is in force"

0379

4.8. For a period of two (2) years following the Effective Date of the Plan, FairPoint shall not pay
any dividends during any period oftime while FairPoint is in breach of any of the material
terms ofthis Regulatory Settlement, but such dividend restriction shall apply only for so long
as FairPoint has not cured any such material breachjes), Forthe avoidance of doubt and for
example purposes only, in the event FairPoint fails to achieve the material requirements of
the SQI Plan rnetrtcs or broadband availability requirements as set forth in this Regulatory
Settlement and FairPoint pays any penalty related to such failure when due, FairPoint shan be
deemed to be in compliance with this Regulatory Settlement.

4.9. As of the date hereof, FairPoint represents that it intends for the "New Term Loan
Agreement" and the "New Revolving Facility" (collectively with all related loan documents,
the "New Credit Agreements") to contain substantially the same material terms and
conditions as contained in the Plan Support Agreement on file with the Bankruptcy Court as
of October 26, 2009. Copies of the New Credit Agreements will be filed with the Bankruptcy
Court as part of the Plan Supplement and the Commission pursuant to Section 1.2 hereof.
The New Credit Agreements will provide that Northern New England Telephone Operations
LLC[or its successors or assigns, if any} shall not guarantee or otherwise be liable for, nor shatl
any of its assets be mortgaged or pledged (excluding only the membership interests of
Telephone Operating Company of Vermont lLC) to secure, the obligations of FairPoint
thereunder.
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This Regulatory Settlement has been duly executed 3S of this 5th day of February 2010.

FAIRPOINT COMMUNICATIONS, INC. & NORTHERN NEW

ENGLAND TELEPHONE OPERATIONS LLC

=
Name: Peter G. Nixon

Title: President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATI5S

By: _

Name: F. Anne Ross, ESQ.

Title: General Counsel & Staff Advocate

7
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FAIRPOINT COMMUNICATIONS, INC. & NORTHERN NEW

ENGLAND TELEPHONE OPERATIONS LlC

This Regulatory Settlement has been duly executed as of this 5th day of February 2.010.

By: _

Name: Peter G. Nixon

Title:. President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

., j{PdllMr=-~~
Name: F. Anne Ross, Esq. l·

Title: General Counsel & Staff Advocate

7
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Attachment 1: Key Service Quality Metrics Measured in 2010

for Purposes of Waiving 2009 SQI Penalties

SQI Metric 2010 Benchmark

% Installation Appolntrnerrts Met 90%

% Installation Service Orders Met within 30 days 95%

Customer Trouble Reports Rate per 100 lines-Network 1.12

% 005 Troubles Cleared in 24 hours (excluding Sunday) 87%

% Repair Commitments Met 89%

8
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Attachment 2

Authorized Network Enhancing Activities

Expansion of fiber to the premises network

Fiber deployment and expansion of capacity

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

Sofiswitch deployment

New products and services for:

Video/JP1V

VolP

Carrier Ethernet Services
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Memorandum of Understanding between Fail-Point lind
the New Hampshire Office of the Consumer Advocate

This Agreement is entered into by and between FairPoint Communications; Inc. (together
with its subsidiary Northern New England Telephone Operations LLC d/b/a Fairl'oint
Communications - NNE, "Fairl'oint") and the New Hampshire Office of The Consumer
Advocate ("OCA").

the New Hampshire Office of the Consumer Advocate will not oppose the Regulatory
Settlemenland will not advocate that-third parties oppose the Regulatory Settlement or
the relief requested from the Commission pursuant to the terms of the Settlement

WHEREAS, on February 5,2010, the Staff Advocates of the New Hampshire Public
Utilities Commission designated pursuant to RSA 363:32 (the "Staff Advocates") and
FairPoint entered into a Regulatory Settlement that.will be filed with the New Hampshire
Public Utilities Commissiou (the «Commission").

WHEREAS, pursuant to RSA 363:28, theOCA bas.theright to appear, and take positions
on behalf of residential ratepayers, before the Commission.

WHEREAS, the OCA has reviewed. the Regulatory Settlement.

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

This Agreement. has been duly executedas of this S,h day of February 20 to.

By, ~ ~=='
Name~ixon
Title: President

FAIRPOINT COMMUNICATiONS, iNC.
&NORTHERN NEW ENGLAND
TELEPHONE OPERAT10NS LLC

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

By: _
Name: Meredith A. Hatfield, Esq.
Title: Consumer Advocate
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Memorandum of Understanding berne en FairPoint and
the New Hampshire Office of the Consumer Advocate

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

\VHEREAS, on February 5, 2010, the Staff Advocates of the New Hampshire Public
Utilities Commission designated pursuant to RSA 363:32 (the "Staff Advocates") and
FairPoint entered into a Regulatory Settlement that will be filed with the New Hampshire
Public Utilities Commission (the "Commission"),

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

This Agreement has been duly executed as of this 51h day of February 2010.

WHEREAS, the OCA has reviewed the Regulatory Settlement

WHEREAS, in consideration of the commitments made by FairPoint in the Regulatory
Settlement, the New Hampshire Office of the Consumer Advocate will not oppose the
Regulatory Settlement and will not advocate that third parties oppose the Regulatory
Settlement or the relief requested from the Commission pursuant to the terms of the
Settlement.

FAlRJ'OlNTCOMMUNICATlONS. INC.
&NORTHERN NEW ENGLAND
TELEPHONE OPERA TrONS LLC

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

By: _

Name: Peter G. Nixon
Title: President

0385

BY:~
Name: Meredith A. Hatfield, Esq.
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Exhibit F

VDPS Regulatory Settlement

[Exhibit E to FairPoint Plan of Reorganization]
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CONFIDENTfAL ANO SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

Post Filing Regulatory Settlement ~Vermont

1. Process Issues:

1,1.The Department of Public Service ("DPS") will use reasonably practicable efforts to request that

the Public Service Board (the "Board") approve this settlement with FairPoint Communications,

Inc, and its subsidiary, Telephone Operating Company of Vermont LlC (collectively, "FaIrPoint"),

as discussed more fully below (the "Regulatory Settlement"). FairPoint and DPS (together, "the

Parties") agree that the Regulatory Settlement will be implemented either through (iJ

FairPoint's Chapter 11 Reorganization Plan or (Ii) a Bankruptcy Court approved settlement

which is approved by and as part of the Reorganization Plan confirmation process and pursuant

to the order confirming such plan ((i) or (ill being referred to as the "Plan"), which will be filed

by February B, 2010, or such later date as may be necessary in FairPoint's good faith judgment,

with the United State? Bankruptcy Court, Southern District of New York (the "Bankruptcy

Court"). Subject to Section 1.2, the Parties agree further that the obligations set forth in this

Regulatory Settlement shall be the only obligations sought by the Parties with respect to one

another with respect to any change of control proceeding and that such Obligations shall be

binding on the Parties only once the terms of this Regulatory Settlement are approved by the

Board and upon the Effective date of the Plan.

1.2.AlI regulatory approvals by the Board that will be requested in connection with the

Reorganization Plan will be granted, if at all, by the Board contemporaneously with (or in

advance of) the Bankruptcy Court's Confirmation of the Reorganization Plan or such later date

as may be agreed to by the Parties. Such approvals, if granted, shall incorporate the terms of

this Regulatory Settlement and will not include additional substantive new conditions (subject

to the last two sentences of this Section 1.2). The requested approval will include, if applicable,
approval for the change of control contemplated by the Plan and which will occur upon the

Effective Date of the Plan. In connection with such approvals, FairPoint agrees to file testimony

with the Board as to its service quality remediation efforts. The Parties reserve the right to
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CONFIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVlLEGE(S)

address before the Board matters relating to FairPoint's testimony regarding service quality

remediation, including whether plans for further remediation are appropriate.

1.3, In furtherance of Board approval of this Regulatory Settlement, the Parties will file a proposed

procedural schedule for Board approval, This procedural schedule shall propose that any

transfer of c.ontrol proceeding be conduded and be ripe for a Board decision no later than 90

days from the date an application seeking approval of such transfer of control is filed.

1.4. The terms of this Regulatory Settlement shall be voidable if the Board has not Issued a final

order approving, if applicable, the change of control within 120 calendar days from the date an

application to change control IS filed unless otherwise agreed to by the Parties. The Parties

shall use reasonably practicable efforts to cooperate in the approval proceeding before the

Board, including in the preparation and timely filing of all required documents, exhibits,

testimony and other supporting evidence. In the event any material supplement or

amendment to the Plan (an "Amendment") is filed with the Bankruptcy Court, then such

Amendment shall be simultaneously filed within one (1) business day thereafter electronically

with the Board, with the necessary paper copies to be filed with the Board within two (2)

business days thereafter.

1.5. Either of the Parties may withdraw from any proceeding seeking Board approval of this

Regulatory Settlement or change of control without prejudice if Board approval has not been

obtained within the time frame provided for in Section 1.4. The Parties expressly agree that (i)

FairPoint's commencing or partlctpating in any proceeding before the Board will not be used in

any wayas an argument against FairPoint in any subsequent proceeding before the Bankruptcy

Court in which FairPoint would seek a ruling from the Bankruptcy Court that any such Board

approval or Board proceeding is pre-empted by the Bankruptcy Code, and that (ii) DPS

participation in any proceeding before the Bankruptcy Court, including seeking approval of this

Regulatory Settlement or approval of the Plan, will not be used in any way as an argument

against DPSor the State of Vermont in any subsequent proceeding before the Bankruptcy Court

or that DPSsubmitted to the Bankruptcy Court's jurisdiction and that any action by DPS, the

Board or the State of Vermont is pre-empted by the Bankruptcy Code. In the event of a

withdrawal by FairPoint or the DPS from this Regulatory Settlement or any Board proceeding

seeking approval of this Regulatory Settlement, the DPS reserves its right to oppose the relief

sought by FairPoint in any such Bankruptcy Court proceeding and FairPoint reserves the right to
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CONFlDfNTfAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVfLEGE(S)

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

change in control.

1.6. Because the settlement with FairPoint win be implemented through the Plan of Reorganization

and the Board's change of control order, the Parties will recommend that all pending dockets

related to FairPoint be continued until either (1) a party exercises Its right to withdraw from the

Regulatory Settlement or change in control proceeding in accordance with Section 1.5 prior to

Board approval, or (ill the Effective Date of the Plan; provided however that all post-petition

payments due under the PAP shall be brought up to date, and going forward, made on a timely

basis.

2. Issues Related to Vermont Merger Conditions. FairPoint will meet the broadband build out

requirements, the capital investment requirements, and the SQRP service quality program

requirements of the 2008 Merger Order and/or the 2008 Settlement Agreement (as each term is

defined in footnote 11), with the following modifications as set forth below:

2.1. SQRPpenalties for the 2008 and 2009 year will be deferred until December 31, 2010. If

FairPoint meets the service objectives for each performance area included in Attachment I,
averaged over 12 calendar months ending on December 31,2010, then SQRPpenalties for the

2008 and 2009 years will be waived. If FairPoint fails to meet the baseline for the performance

areas included in Attachment 1 hereto, the 2008 and 2009 SQRP penalties will be affected as

follows: for each performance area for which FairPoint achieves the service objective averaged

over 12 calendar months ending on December 31,2010, the 2008 and 2009 penalties will be

reduced by 10%. FairPoint shall adhere to all SQRPperformance areas during the 2010 year

and shall pay any SQRP penalties which may become due and payable related to FairPoint's

failure to meet performance areas during 2010.

2.2. The DPSwill request that the Board allow it to withdraw its petition and recommend to the

Board that the revocation or modification of the ePG in Vermont, Docket 7540, be withdrawn

and closed; provided, however, that Reorganized FairPoint shall comply with the terms of this

1 "2008 Merger Order" means and refers to the February 15, 2008 ORDERRE: MODIFIEDPROPOSALIN Docket
number 7270. "2008 Settlement Agreement" means and refers to that certain Stipulation Among FairPoint,
Verizon New England Inc. and the DPS,dated January 8, 2008.
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CONFIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

Regulatory Settlement and shall otherwise comply with all applicable Vermont state laws and

regulations.

2.3. The broadband milestone penalties contained in the 2008 Merger Order, if any, will not be
enforced prior to June 3D, 2011, provided that (a) FairPoint flies with the Board, DPSand/or any

other appropriate regulatory body: (i) a broadband permitting and construction plan by May 1,
2010; and (il) all necessary permit applications prior to October 1,2010; and (b) undertakes all

commercially practicable efforts to implement the plan. The broadband permitting and

construction plan shall at a minimum identify tower sites and set a schedule for permitting and

construction. The broadband permitting and construction plan shall also identify planned

broadband service areas not dependent on tower construction. FairPoint shall share search

ring and structure requirements upon request with tower owners and developers and solicit

bona fide offers to provide suitable tower collocations or development on commercially

reasonable terms within the timeframe required to meet its requirements under this

Regulatory Settlement. For every 30·day delay, or portion thereof, in the issuance of tower

permits timely filed by October 1,2010, with a complete application and pursued with

commercially reasonable efforts by FairPoint or a tower developer under contract with

FairPOint, but not issued prior to January 1, 2011, FairPoint will be allowed a 3D-day delay in

build out of that site.

2.4. For those exchanges in which FairPoint had committed to make broadband available to 100%

of the access lines pursuant to the 2008 Merger Order, FairPoint will build out to 95% of those

lines within the timeframe indicated in Section 2.3 above; and, with respect to the remaining

5% of lines within those exchanges, FairPoint will deploy broadband to any requesting

customer using an extended service interval of 90 days from the date of receipt of an order

from that customer, provided such order is made no sooner than June 3D, 2011. Should

FairPoint fail to meet the 90 day extended service interval for any such customer, FairPoint

shall waive one month of service charges for each 30 days {or fraction thereof) beyond the 90

day Interval. FairPoint agrees to use commerdally reasonable efforts to notify customers in

the affected exchanges not served by the 95% coverage requirement of such service

availability, including providing written notice by June 30,2011, to those customers. Such

notice shall include information about how to request broadband service from FairPoint and

explain the extended service interval. FairPoint shall file with the DPSby June 30, 2011, an

0390



CONffDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVJLEGE(S)

electronic listing of FairPoint customer addresses in Vermont which do not yet have FairPoint

broadband service available within a normal service interval.

2.5. FairPoint will request that a docket be opened by the Board to authorize FairPoint to invest

Federal High Cost Universal Service funds (estimated to be $7,000,000 in 2009) for three
consecutive years to upgrade local loop plant and infrastructure (including facilities between

central offices and remote terminals) through projects which may reasonably be expected to

improve network reliability and service quality. FairPoint may expend these funds in those

exchanges which have been identified for 100% broadband availability and, to the extent
permitted under the FCCrules, invest in network infrastructure which would also support

build-out of the remaining 5% broadband availability. FairPoint wiU review its request with the

DPSprior to filing it with the Board to seek input and support, which will not unreasonably be

withheld. Twelve months subsequent to Board approval of such a request made pursuant to

this section or June 30, 2011, whichever is later, the extended service interval described in

Section 2.4 above shall no longer be applicable and FairPoint shall provide broadband within a

normal service interval to any customer within the exchanges in which it has committed that it

wll1 make broadband available to 100% of the access lines pursuant to the 2008 Merger Order.

2.6. FairPoint will have the option to resell terrestrial (non-satellite) based service providers'
broadband service offerings in order to fulfill FairPoint's broadband build out and/or service
requirements as contained within the 2008 Merger Order2, provided that the services meet or
exceed all requirements of the 2008 Merger Order, as modified herein, and the resold services
are purchased through and serviced by FairPoint.

2.7. Nothing in this Regulatory Settlement shall prevent FairPoint from proposing to the DPSor the

Board modifications to the broadband build out commitment provided for herein that meet

the objectives of the 2008 Merger Order broadband commitments, as modified herein, while

reducing FairPoint's expenditures. The DPSshall consider such proposals and nothing in this
Regulatory Settlement shall prevent the DPS from making any recommendation regarding

whether or not, in its sale but reasonable discretion, permitting such modiftcatlons promote

the general good of the State of Vermont.

2 SeeFebruary 15, 2008 ORDER RE; MODIFIED PROPOSALIN Docket Number 7270.
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2.8. If broadband milestone penalties are due and owing, then they shall be deposited into an
escrow account, with FairPoint and the DPSeach receiving copies of the monthly statements

from the escrow agent, and shall be used to reimburse FairPoint for costs incurred by FairPoint

for additional network projects completed within 18 months of the date of the penalty. Such

additional network projects shall be subject to the approval of the DPSwithout regard to their

revenue-generating potential for FairPoint and shall consist of increases in broadband speeds,

the closure of additional gaps in broadband availability, or some combination thereof.

3. The financial conditions set forth below from the 200S Merger Order have been replaced by the
terms of this Regulatory Settlement, satisfied, or otherwise rendered moot due to the
deleveraging achieved through the Chapter 11 process:

3.1.Requirement to pay the higher of $45,000,000 annually, or 90% of annual Free Cash Flow toward

permanent reduction of the Term Loans.

3.2.Requirement for FairPoint to reduce debt by $150 million by December 31,2012, based on

Leverage Ratio.

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

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

Interest Coverage Ratios.

4. Miscellaneous Matters

4.1. FairPoint agrees to continue its search for a Chief Information Officer with a goal of having a

Chief Information Officer in place by June 3D, 2010.

4.2. The Plan shall provide for the appointment of a new Board of Directors for reorganized FairPoint

consisting of a supermajorlty of newly appointed independent directors. The Plan shall further

provide that the new Board of Directors will appoint a "regulatory sub-committee" (the

"Regulatory Sub-Committee") which shall be charged with monitoring compliance with the

2008 Merger Order, as modified by this Regulatory Settlement, and all other regulatory matters

involving the States of Vermont, New Hampshire and Maine. Either the Lead Director or the

Independent Chair of the Board of Directors, at the Company's option, shall be available to

voluntarily speak or meet with the DPSat a mutually convenient time.
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4,3. Subject to Bankruptcy Court approval, during and solely in furtherance of the process of

negotiating the terms of this Regulatory Settlement and any proceedings to obtain approval

thereof. and no less frequently than monthly through and ending on the ninety-first {gist} day

after the Effective Date of the Plan, FairPoint shall reimburse the DPSand the Board for all of

its actual reasonable post-petition out-of-pocket expenses and costs in connection with

FairPoint's chapter 11 case, including without limitation, the reasonable fees and expenses of

all professionals, including legal and financial advisors retained by the DPS and the Board in

connection with the chapter 11 cases, plus any other direct costs reimbursable by FairPoint. In

addition, the DPSand Board's pre-petition out-of-pocket costs, fees and expenses up to

$144,000.00, shall be deemed allowed under the terms of the Plan, and, as part ofthis

Regulatory Settlement, shall be paid in fun on the Effective Date of the Plan.

4.4, At least one board member of the revised FairPoint board will reside in a northern New England

state. In addition. FairPoint will maintain a state president who shall provide a senior regulatory

presence in Vermont able to reasonably respond to various future FairPoint based dockets or

regulatory Issues relating to telecommunications.

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

4.6. Any management bonuses shall be based on a combination of EBITDAR (EBITDA plus

restructuring costs) and service metrics goals and the weighting for each of these categories

shall be computed and clearly stated for the incentive and bonus plans for each individual and

for the company in total.

4,7. For a period of two (2) years following the Effective Date of the Plar\ FairPoint shall not pay

dividends during any period oftime while FairPoint is in material breach of this Regulatory

Settlement, but such dividend restriction shall apply only for so long as FairPoint has not cured
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said material breach. For the avoidance otdoubt.arid fo(exarripie purposesonlv, in-the event
fairPoint fails to achieve the.material requirementsof-the SQR? met des of broadband
aVailability reqlJlreinentsassetfprth iii this Re·gqlatory·Settlernehtand FairPoint pays any
penalty related 10 such failutewheh due, F~lrPointshall:Qe deemed to b"eincompliance with
this RegulaforyS·etflement

4.8. the signatories agree to supportthis RegulatorY S~ttlelllent and the a'pplit~tipn fora change in
CQotrbl[jnd not ta~e:any aQtlon<inanYC<l~eorp.roceedingjnIl.CJ]ving·FairP6irit thafwol.lld hreach
orviolafe.the terms set forth in this Regulato:ryS~ttlement for so long as this Regulatory
.Settlementts in force oruntiltheregu1atbrY,:i"pp"tDl/als set forth ill Se.ctionl.2 are. received.

4.9. It is 'a condition.pt~t:;ederwto theR~15l:1I<itQryS~ttretneh~ thatthe tiP.Ssh~allrec~ive'and find
accepta ble:jihTtssole but reasonable dlscretlon, tfjebusinessplCl-l'l ihbll1dihgf(ni:\l"ida.l
ihfot!Yi!:i.tJpn;·f?,rojectjPlJs,aDP pl?ri I'Mg(j$S \.lmp~icms:demonstra ting.Reorganiae dFa ifpoint's
abiHtvtorneet its obllgatioris under this· Regula~drySettletnent and itsJe(jsihility to operate as.a
goirigcoqcern'overthelong term in a manner c6risisfen(VJithVer'morit utility regulation. The
[IPS Inllst exercise its rights l.lpqerthis section withirl·60 days ofthe date afthe final execution
orthe Regulatbty Settieriii:mt.

This Regulatory Settlementha~beendulyexec(jte&as ofthis5th day of Febrljary2010.

FA.iR~o"INTCbMMUNltATI0NS, INt. & Telephorie
OperatingCdi"npatiy of Vermont lLC

By,M_~ _-==9~
Name;·Peter G. Nixon.

Title: Presitlent

Vermont Departmentof Public Service
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.:£f/;-----
By:_,,-£ ~

Name: David O'Brien

Title: Commissioner
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Attachment 1

1. Network Trouble Report Rate

2. % Residence Troubles Not Cleared in 24 Hours
3. % Business Troubles Not Cleared in 24 Hours
4. % Calls Not Answered in 20 Seconds, Residence
S. % Calls Not Answered in 20 Seconds, Business

6. Repair Centers- Busy Rate
7. Repair Centers - % Calls Not Answered in 20 Seconds

8. % Installation Appointments Not Met - Company Reasons

9. Installation Orders Held - Residence & Business - Miss Install Rate
10. Installation Orders Held - Residence & Business - Average Delay Days
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Officer List

Alfred C. Giammarino

Brian M. Lippold

D. Brett Ellis

David L. Hauser

Gary C. Garvey

James K. Weigert

Jeffrey W. Allen

Lisa R. Hood

Peter G. Nixon

Rose B. Cummings

Shirley J. Linn

Susan L. Sowell

Thomas E. Griffin

Vicky L. Weatherwax
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PROJECTED FINANCIAL INFORMATION
FAIRPOINT COMMUNICATIONS, INC.

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

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

The Projections should be read in conjunction with the assumptions, qualifications and
explanations set forth in the Disclosure Statement and the Plan in their entirety, and the historical
consolidated financial statements (including the notes thereto) and other financial information set
forth in FairPoint Communications' Annual Report on F0l11110-K for the fiscal year ended
December 31, 2008, FairPoint Communications' Quarterly Report on Form 10-Q for the quarter
ended September 30, 2009 and any other recent FairPoint Communications report to the
Securities and Exchange Commission. These filings are available by visiting the Securities and
Exchange Commission's website at www.sec.gov or FairPoint's website at www.fairpoint.com.

Key Assumptions

A. General

I. Methodology: The Projections incorporate management's assumptions and
initiatives, including the impact of new products and services, projected customer
trends and cost savings initiatives.

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

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

B. Projected Consolidated Statement Of Operations

1. Total Revenue: Projected revenues are the aggregation of revenues from
Fairl'oint's primary lines of business-local and long distance voice, network
access and data services. a. Local and Long Distance Voice: Local and long
distance voice revenues are driven by residential retail, business retail and
wholesale customers. Revenue projections are derived by multiplying forecasted
voice subscribers by an average revenue per unit ("ARPU"). Consistent with
industry trends, FairPoint assumes that it will continue to lose local and long
distance voice customers to wireless substitution, wireline competition from
competitive local exchange carriers and cable operators, and as dial-up customers
replace their service with DSL technology which does not require a second line.
FairPoint assumes that the trend for voice ARPUs will remain relatively flat or
slightly decline throughout the projection period. b. Network Access: Network
access revenues are comprised of interstate switched and special access, intrastate
switched and special access and universal service fund receipts. Both interstate
and intrastate switched access revenues are assumed to continue to decline,
consistent with industry trends, as switched access minutes of use traveling across
the network decline and rates per minute decrease. Special access revenues,
comprised mostly of special circuits like DS3s and OeNs, are projected to
increase substantially throughout the projection period. Following the acquisition
and integration of the NNE Operations, FairPoint believes there is considerable
opportunity for growth in special circuit revenues as the business market-the
primary purchaser of special circuits-was largely underserved by Verizon. To
capitalize on this opportunity, FairPoint is investing in a next generation network
upon which FairPoint will offer a new suite of internet protocol services to the
business market. Accordingly, FairPoint has added a substantial sales force in the
three state territory to service this customer base, whereas Verizon maintained
virtually no direct sales personnel in the region. Finally, universal service fund
receipts have become a smaller portion ofthe overall revenue base following the
acquisition from Verizon. Since Verizon is a regional bell operating company,
t.heNNE Operations received relatively little USF funding, which did not change
following their acquisition by FairPoint. c. Data Services: Broadband service is
a key element of FairPoint's long-term growth strategy. FairPoint's pre-merger
legacy operations boast one of the highest broadband availability and product
penetration rates among independent local exchange carriers in the country. The
NNE Operations were significantly underserved prior to their acquisition by
FairPoint. As part of FairPoint's acquisition business plan, FairPoint planned to
invest in a next generation data network to expand broadband availability
throughout Maine, New Hampshire and Vermont, The core portion of this
network is now complete and FairPoint is ramping up sales and marketing efforts
to begin adding subscribers. The forecast assumes considerable growth in data
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subscribers and nat ARPU s over the forecast period, with a general goal to reach
current "legacy" FairPoint penetration levels by 2013.

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

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

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

3. Depreciation and Amortization: Depreciation and amortization is comprised
primarily of depreciation expense for property, plant and equipment and the
amortization of certain intangible assets generated as a result of the acquisition of
the NNE Operations from Verizon. Depreciation and amortization is forecast
consistent with current accounting policies and expected useful lives.

4. Interest Income: Interest income ret1ects the interest earned on the projected cash
balance throughout the projection period.

5. Dividend Income: FairPoint has investments, including those in which it is a
minority owner, which pay dividends. Future dividends were forecast based upon
recent historical trends.

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

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

8. Stock Based Compensation: No assumption for stock based compensation has
been made.

9. Interest Expense: Interest expense is based upon projected debt levels and
applicable interest rates, as outlined in Section III t~Prepetit;oll Obligations and
Capital Structure"} of the Disclosure Statement.

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

C. Projected Consolidated Balance Sheet

1. Cash: The cash balance projection is forecast using the cash flow statement.

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

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

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

5. Intangible Assets and Other: Intangible assets are primarily the result of goodwill
and other intangible assets created as a result of the acquisition of the NNE
Operations from Verizon. Goodwill is not amortized, while other intangibles are
amortized based upon their expected useful lives. Other assets include prepaid
pension assets, debt issuance costs associated with the current debt facility, which
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is eliminated upon the assumed Effective Date in 2010, and other. The line item
is forecast to decline as intangible assets are amortized, offset partially by
increased pension asset balances.

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

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

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

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

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

D. Projected Consolidated Statement of Cash Flows

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

3. Financing Cash Flow: The New Term Loan and the New Revolver include
certain excess cash flow sweep provisions. Repayments of long-term debt are
forecast in accordance with the tenus of the New Term Loan and the New
Revolver and capital lease obligations are forecast based upon current lease
agreements.
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FairPoint Communications, Inc.

($ inODOs) 2Q10E 2011E 2012E 2013E

$1,161,722 $1,210,770 $1,234,961 $1,234,714
(859,071) (797,119) (798,929) (797,425)
$302,651 $413,651 $436,032 $437,289

26% 34% 35% 35%

(342,049) (352,202) (361.727) (370,349)
($39,399) $6\,449 $74,305 $66,941

896 2,034 3,141 4,258
800 800 800 800

(3,960) (163) (163) (163)
671,305

Revenues
Total Expenses (excluding D&A)
EBITDA from operations
% margin

Depreciation & Amortization
EBIT

Non.operating income I (expense)
Interest Income
Dividend Income
Olher Non-operaunq IncJExp
Galn(LOss) an debt (a)
Stock Based Compensation

Total non-operating income / [expense) 669,04\ 2,670 3,778 4,895

Interest expense (104,515) (65,296) (67,262) (61,979)

Pre-tax lncomeuloss} 525,127 (1,177) 10,821 9,856

Income tax expensel(benefit) 210,051 (471) 4,328 3,942

!ff~t~j~~i~~l:i.f~~1§'JW;~;b~~~
Memo:
EBITDAR (b) 346,128 413,651 436,032 437,289

Note: Projections do not 'nclude any fresh start accounting adjustments
(a) Represents the preliminary estimated gain an the extinguishment of debt due to the reorganizalion, subject 10 revlston
(b) EBtTDA Irorn operatiorrs excluding all cutover related costs and also excludes restructorinq fees, severance and other one-llme adjustments



($ io 0005) " 201010 2011E 201210 2013E

Cash flows from operating a~tivftres
Net iocome/(loSS) $315,076 (S106] $6,492 $5,914

Deprec~ation. and amortlzatlon 342,049 352,202 361,727 370,349

Amortlzatioo of debt issuance costs 2.753 163 163 163

Gain an interest rate swaps (18,787)

LT Deferred income tax net 209,050 (4,908) (8,488) (28,795)

CODlocome (652,518)
Decrease / (Increase) In Accounts receivable 2,548 (4,926) [3,267) 2.555

increase /lDecrease) in Accouols payable 11,148 9,455 (2,327) (2,147)

Increase I (Decrease) in Accured interest payable 71.417

tnerease I (uecrease) in Other accrued liabilities 6,000

Increase I (Decrease) in Capgemini payable (457) (147) (194)

Increase f (Decrease) In Pension + employee benefits 28,433 18,633 24.400 26,300

Tolal Operating cash flow 316,712 369,766 378>508 374,339

Cash flows from Investing activities
Capex (199,711) (186,711) (168.711) {150,711)

Totat tnvestlng cash flow (199,711) (18G,711) (168,711) (150,711)

Cash flows from financing activities
Cash flow sweep (11.175) (62,136) (8G,079) (51,2B2)

Repayments of lonq-term debt (5,000) (10,000) (30,000) (100,000)

Repayment of capital lease obligallons (1,800) (1,800) (1,800) (1,800)

Total financing cash flow (17,975) (73.936) [117,879) (153,082)

Cash and cash equivalenls, beginning of perio"d 36,125 135,151 244,270 336,189

Change in cash and cash equivalenls 99,026 109,120 91,916 70,546
Cash and cash equivalents, end of period 135,151 244,270 336,189 406,734

FairPoint Communications, Inc.
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($In OOOsl 2010E 201110 2012E 2013E

Assets
Current Assets:
Cash $135,151 $244,270 $336,189 $406,734

Accounts Receivable 182,667 187,593 190,860 188,305

Olher Current Assets 149,905 149,905 149,905 149,905

Total Curren1 Assets 467,723 581,769 676,954 744,944

Noncurrent Assets:
Net PP&E 1,830,165 1,687,245 1,516,801 1,319,735

Intangible Assets & other 837,924 817,089 795,854 774,216
Total Noncurrent Assets 2,668,089 2,504,334 2,312,655 2,093,953

Total Assets $3,135,812 $3,086,103 $2,989,608 $2,838,898

Liabilities & Shareholders' Equity

Current Liabilities:
Accounts Payable anu Accrued liabilities $83,633 $92,940 $90,420 ,88,273
Olher Current Liabilities 116,686 136,686 206,686 280,404
Total Currenlliabililies 200,318 229,626 297,105 368,677

Noncurrent Liabilities:
Past-Reorganization Debt 975,588 883,452 697,374 471,091

omer Long-Term Llabllltles 699,815 713,640 729,252 727,339
Total Noncurrent Liabilities 1,675,403 1,597,092 1,426,626 1.198,430

Total liabilities $1,875,721 $1,826,718 $1,723,731 51,567,107

Shareholders' Equity 1,260,091 1,259,385 1,265,877 1,271,791

T otal l.labllltles & Shareholders" Equity $3,135,81~ $3,086,103 $2,989,608 $1,838,698

FairPoint Communications, Inc.

0408



FairPoint Communications, Inc.

Pro Fonna
($ in OOOs) Estimated Cap 51 rue lure of

613012010 Reorganlzed
Cap Slructure Adjustments Debtors

Cash $51,041 (11,041) 40,000

Revolver 150,905 (150,905)
Term loan A 496,626 (496,626)
Term loan B 1,342,909 (1,342,909)
New senior secured credit facility 1,000,000 1,000,000
Net obligations under Interest Rate Agreements 98,777 (98,777)
Total Credil Agreement Secured Debt 2,089,217 (1,069,217) 1,000,000

Capitalized Lease Obliga~ons 6,968 (150) 6i818
Talai Secured Debt 2,096,185 (1,OB9,367) 1,006,818

Senior notes 98,676 (98,67B)
Exchange notes 475,961 (475,9B1)
Total Debl 2,670,822 {1,664,004] 1,006,81B
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Exhibit C
FairPoint Communications, Inc. ct aL

Liquidation Analysis! Best Interests Test

Introduction

Pursuant to section 1129(a)(7) of the Bankruptcy Code, often called the "best interests test", holders of
allowed claims must either (a) accept rhe plan of reorganization, or (b) receive or retain under the plan
property of a value, as of the plan's assumed effective date, that is not less than the value such non-accepting
holders would receive or retain if the debtors were to be liquidated under Chapter 7 of the Bankruptcy Code
on such date. The Debtors believe that the Plan meets the "best interest of creditors" test as set forth in
section 1129(a)(7) of the Bankruptcy Code. All capitalized terms not defined in this Liquidation Analysis have
the meanings ascribed to them in the Pian and Disclosure Statement.

The Debtors believe that holders of AJlowed Claims in each Impaired Class will receive at least as much
under the Plan as they would if the Debtors were liquidated under Chapter 7 of the Bankruptcy Code. The
Liquidation Analysis reflects the estimated cash proceeds, net of liquidation-related costs, which would be
realized if the Debtors were to be liquidated in accordance with Chapter 7 of the Bankruptcy Code.

Underlying the Liquidation Anal);sis are numerous estimates and assumptions regarding liquidation
proceeds that, although developed and considered reasonable by the Debtors' management and its
advisors, are inherentJy subject to significant business, economic, regulatory. and competitive
uncertainties and contingencies beyond the control of the Debtors, their management and their
advisors. Accotclingly, there can be no assurance that the values reflected in the Liquidation
Analysis would be realized if the Debtors were, in fact, to undergo such a liquidation, and actual
results could materially differ from the results herein. The underlying ~andal information in the
Liquidation Analysis was not compiled or exainined by any independent accountants. No
independent appraisals were conducted in preparing the Liquidation Analysis.

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

It is assumed that the liquidation of the Debtors would continue for a period of sixmonths under the
direction of the Chapter 7 Trustee, during which time alI of the Debtors' major assets (consisting mostly of
the equity in the Legacy and NNE Subsidiaries (each as defined in the Plan» would be sold or conveyed to
their respective lien holders, and the cash proceeds, net of liquidation related COsts, would then be distributed
to the creditors in accordance with section 726 of the Bankruptcy Code. This six-month assumption is
primarily based on severe anticipated time pressure to sell and stabilize the business before critical resources
dissipate along with finite cash available to the Chapter 7 Trustee. These critical resources include, but are
noc limited to, continued supply and credit support from vendors, retention of key employees, and
maintaining customers. There is the potential that the sale of the business extends ro a nine-month or a
twelve-month sale pr.ocess during which time the business deteriorates ro the point where the going concern
value is discounted even further by potential acquirers, which would further reduce recoveries for aU
creditors. Therefore, the results of this Liquidation Analysis can be considered optimistic.
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The Liquidation Analysis assumes distressed sales on a going-concern basis for these businesses. Net
proceeds from the sale of these businesses would be available for distribution to creditors of tile estate.
There can be no assurance that the actual value realized in a sale of these operations would yield the balances
assumed in the Liquidation Analysis.

For purposes of the Liquidation Analysis, Debtor entities have been assigned to two categories, guarantor
entities and non-guarantor entities. Guarantor entities include the borrower under the Prcpetition Credit
Agreement and the Debtors that guaranteed those loans (the "guarantor entities"). Non-guar.antor entities
include Debtors that pledged no assets or common stock of the entity that was pledged under the Prepctition
Credit Agreement (the "non-guarantor entities"). The non-guarantor entities are further segmented into the
Northern New England Operating Entity and the Legacy Operating Entity.

The Liquidation Analysis assumes that liquidation proceeds would be distributed in accordance •.vith
Bankruptcy Code section 726. If the Debtors were liquidated pursuant to Chapter 7 proceedings, the amount
of liquidation value available to creditors would be reduced, first, by the costs of the liquidation, which
includes the fees and expenses of the Chapter 7 Trustee appointed to manage the liquidation, the fees and
expenses of other professionals retained by the Chapter 7 Trustee to assist with the liquidation, and other
asset disposition e.."penses;second, by claims associated with the DIP Facility, including letters of credit that
are expected to be drawn if a conversion to a Chapter 7 liquidation occurred plus Claims under the carve-out
for unpaid professional fees (the "Carve-Out"), collectively "DIP Collateralized Obligations"; third, by the
Chapter 11 Administrative Expense Claims, induding administrative trade claims and Chapter 11 professional
fees in excess of the Carve-Out; fourth, by the Claims of creditors of the non-guarantor entities assuming that
there are sufficient asset values at each of these entities; fifth, any remaining residual value at the non-
guarantor entities would be available to the secured creditors of the guarantor entities to the extent of the
value of their collateral except as described herein; sixth, me assets of the guarantor entities would be reduced
first by any administrative and priority claims at that specific entity, the remaining proceeds would be
available to the general unsecured creditors pari passu with the deficiency secured claims.

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

RegulatOlYConcerns for Chapter 7 Liquidation

The nature of Fairf'oint's business and its unique position as a regulated utility providing essential services to
the residents of the jui-isdictions in which it operates should be considered within the context of a Chapter 7
liquidation of Fairf'oint. Given me status of the FairPoint incumbent local exchange carriers as (1)essential
providers of wireline telecommunications services and (ii) telecommunications carriers oflast resort in
multiple jerisdictions, it is highly unlikely that regulatory authorities would allow these carriers to cease
operations and liquidate the utility assets in a piecemeal fashion. Instead, the Bankruptcy Court would likely

2
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find that the liquidation value of FairPoint would be an evaluation premised upon a sale (or sales) of
operating telecommunications carrier operations as a whole, by carrier or by groupings of exchanges.

It is assumed that in the event of a failed reorganization and a conversion to liquidation under Chapter 7, a
Chapter 7 Trustee would be appointed who would continue to operate the telecommunications utility
business pending liquidation. With likely limited access to financing, available cash would be applied to fund
immediate operations and pay administrative expenses in the bankruptcy proceedings. The reduction or
cessation of investment in network improvements and broadband expansion, and the liquidation process
generally, would heighten the regulatory scrutiny of the liquidating business.

General Approach and Results of the Liquidation Analysis

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

The estimated proceeds of a hypothetical Chapter 7 liquidation for all assets of the 80 Debtor entities were
calculated based on assumptions provided herein and applied to estimated Claims values for these entities to
determine recovery estimates among creditor Classes. In addition, these recovery estimates among creditor
Classes were compared to estimated recoveries under the Plan .

.As will be demonstrated herein, all Impaired creditor classes are estimated to receive less in the Liquidation
Analysis than under the Plan. The DIP Collateralized Obligations are anticipated to receive 100% recovery
under both the Plan and the Liquidation Analysis. Consistent with the Phn , all creditors of the Legacy
Subsidiaries are anticipated to receive a 100% recovery on their pte-petition Claims as are all creditors of the

NNE Subsidiaries.

In general, it is ass~med that a conversion to a Chapter 7 liquidation would result in immediate actions by a
Chapter 7 Trustee to sell the enterprise as a going concern. The Chapter 7 Trustee will be under pressure to
find an immediate buyer before the business deteriorates due to loss of critical resources as customers delay
payments for services and lor find alternative so.lutions, key employees resign, important vendors no longer
cooperate and other business pressures would emerge with a conversion to a Chapter 7 liquidation.

Given that the businesses would be sold pursuant to a forced sale for cash, management and its advisors
believe the appropriate method for calculating a liquidation value is by applying a depressed EBITDAR
multiple for the Legacy and NNE Subsidiaries. The adjusted EBlTDAR] for the Company is calculated by
using actual annualized nine months year-to-date EBITDAR as of September 30, 2009 ("actual EBITDAR").
However, actual EBITDAR has been reduced by 25% to reflect a rapid deterioration in the business during
the six-month sale period. The 25% EBITDAR reduction is deemed to be reasonable when considering the
year over year decrease in EBITDAR that FairPoint experienced as it was moving towards a Chapter 11
filing, Any sale under a Chapter 7 liquidation will need to be executed with the utmost haste, as the operating
entities will be facing significant business pressures. The inability to raise liquidity for working capital needs, a
significant loss of customers, and the loss of key employees are all issues that will work to depress the value
of the business to potential acquirers. A limited buyer pool, significant regulatory hurdles (discussed above), a

I Adjusted EBITDAR excludes all cutover related costs (TSA, CapGemini, bubble workforce, overtime, contractors,
etc.) and also excludes restructuring fees, severance, and other one-time adjustments.

3
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continuation of a poor economic environment that is not conducive to selling a business in a liquidation
scenario, and the operational challenges associated with operating a business under Chapter 7 proceedings,
lead management and its advisors to believe that any potential buyer will value the business based upon
current earnings, which are expected to decline in a Chapter 7 liquidation. In view of these issues, coupled
with the speed at which a transaction must be executed, it is further anticipated that any potential acquirer will
demand a discount to current transaction multiples. The enrcrprisevaluation under the Plan assumes a
precedent transaction BBlTDAR multiple range of 4.5x to 5.0x; however, due to the circumstances
surrounding a Chapter 7 liquidation, it is assumed that any acquirer will discount current transaction multiples
by at least 33% to 40%. This decrease is based on the experiences of Fairl'oint's advisors and assumes that
financial buyers will likely not be interested in acquiring these assets in a Chapter 7 situation given the
significant regillatory complications. Therefore, it is assumed in the Liquidation Analysis that a sale of the
Debtors' business in a Chapter 7 liquidation would be based on an EBITDAR multiple of 3.0x. Sale
multiples may ultimately be different between the Legacy and NNE Subsidiaries; however, tile 3.0x multiple
was used in the valuation of both entity groups for simplicity.

Additional analyses of the discounts to earnings and reductions to EBITDAR multiples were performed to
provide more perspective onthese variables. At a 25% drop in earnings, the going concern business would
have to sell at a 7.0x multiple for secured creditors to receive the same recoveries in the Liquidation Analysis
as received under the Plan. By eliminating the 25% earnings drop, the business would have to sell at a 5.3x
multiple for this to occur. In general, the Chapter 7 Trustee would have to achieve the same growth in
earnings as projected in the Plan without buyers discounting the BBITDAR multiple. This 15 highly unlikely
for many reasons, but most importantly the Chapter 7 Trustee would likely have to make the same capital
investments that are contemplated in the Plan. The possibility of this is considered to be remote given that
the Plan assumes revenue growth in data and special access services through the continued build out of
FairPoint's next generation network known as VantagePoint and the rollout of a new 1P suite of business
services. This growth is predicated on capital expenditures of $200 million in 2010 and continuing high levels
of capital expenditures in 2011 and beyond,

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

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

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

1. Chapter 7 Administrative Claims - Chapter 7 Trustee Fees; Chapter 7 Professional Fees
2. Chapter 11 DIP Collateralized Obligations - Letters of Credit issued pursuant to the DIP

Facility; Chapter 11 Professional Fee Carve-Out
3. Chapter 11 Administrative and Priority Claims (Non-Guarantor Entities) - Liabilities

incurred in Chapter 11 at the operating entities and at the respective non-guarantor entities

4
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4. Chapter 11 Non-Guarantor Pre-Petition Claims - Pre-petition Claims at entities where the

proceeds from the sale of the business exceeds the liabilities
5. Chapter 11 Secured Claims - Prepetition Credit Agreement
6. Chapter 11 Administrative Claims (Guarantor Entities) - Liabilities incurred in Chapter 11

at the parent company and guarantor entities
7. Chapter 11 General Unsecured Claims (Guarantor Entities) - Senior Notes, trade payables

at the parent, Prepetition Credit Agreement deficiency claims 2

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

Pr clirninary
Claim Class

Estimated
Allowed Claim

Recovery %
Plan* Liauidation

11,308

21,200

15,776

15,473

2,413

12,540

2,094,917

22,000

3,453

635,627

NjA 100%

lOG% 100%
100% 100%
100% 100%
100% 100%

100% 100%
87.9% 39%

100% 100%

100% 8%

16.9% 3%

Chapter 7 Administr>luve Claims

DIP Collsreralized Obligations

Chapter 11 Administrative Claim s (NNE)

Chapter 11 Non-Guarantor Pre-Petition Claims (NNE)

Chapter 11 Administrative Claim s (legacy)

Chapter 11 Non-Guarantor Pre-Petition Claims (J..eg~cy)

Chapter Tl Guarantor Secrrcd Claims

Chapter 11 Administrative Chums· (pCI & Gu arantor Entities)

Chapter 11 General Unsecured Claim s - (Guarantor Entities)

Chapter 11 General Unsecured Claims (Fcr, cxduding deficiency daims)

*Rca:>vericsestimated under the Plan are estim ared based on the mid-point valuation ss described in Appendix D of the Disclosure
Statement

Based on the estimated recoveries in the Plan and liquidation Analysis, it is management's and their advisors'
opinion that the Plan of Reorganization satisfies the "Best Interests Test." Under the Plan, each creditor
class will receive at least the same value or significantly more than they would if the business were to be

subject to a Chapter 7 liquidation.

Notes to Liquidation Analysis

Note A ~ .A.ssetsAvailable f01· Distribution

In general, the operating entities of the Debtors are non-guaJ:amoI entities that are owned by guarantOr non-
operating entities. It is assumed that assets of the non-guarantor operating entities will be promptly sold as a
going concern, and the tangible fixed assets in possession of the guarantor entities will be liquidated. Upon
the closing of the transactions to sell the Legacy and NNE Subsidiaries, the sum of those proceeds would
first be used to satisfy the Chapter 7 Administrative Claims and the DIP Collateralized Obligations, and then
would be available for distribution to the creditors of each entity. It is assumed that the Legacy Subsidiaries

21n preparation of the Liquidation Analysis each individual guarantor entity's books and records were reviewed, and a
separate liquidation analysis was performed tor each of the guarantor entities. It WJ$ assumed that proceeds generat.ed
from the sale of the operating entities are used to satisfy the claims of the Prepctition Credit Agreement, and any
deficiency claim is asserted at the guarantor entities. These deficiency Claims are assumed to be pali Pa.fJU with all other
unsecured creditors in these entities.

5
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generate 35% of the total value available for distribution while the NNE Subsidiaries generate 65% of the
total value. This estimated distribution of value IS based upon relative EBITDAR generated by the Legacy
and NNE Subsidiaries, TIle proceeds available for distribution after satisfying the Chapter 7 Administrative
Claims and the DIP Collateralized Obligations are then distributed to the Legacy and NNE Subsidiaries
based on the percent ofEBITDAR generated by the respective entities.

The proceeds of the non-guarantor entities must first be used to satisfy all pre-petition and all post-petition
creditors of the non-guarantor entities. As the equity values of the non-guarantor entities are upstrcamed to
the guarantor entities, those proceeds are first used to satisfy the Prepetition Credit Agreement Claims as
secured Claims at these guarantor entities, In effect, the Prepetition Credit Agreement Claims hold the
equity values of all non-guarantor entities as collateral and receive the remaining sale proceeds of the Legacy

Subsidiaries and the NNE Subsidiaries after all of the creditors of those entities are paid. Moreover, there are
insufficient proceeds to fully satisfy the Prepetition Credit Agreement Claims, Therefore, there are no
Liquidation Analysis proceeds available to other creditors of the guarantor entities from the sale of the non-
guarantor entities. However, the other assets of the guarantors and FairPoint Communications, Inc. are
available for distribution to each entity's respective creditors. These assets primarily consist of cash,
inventory, property, plant, and equipment. The Prepetition Credit Agreement Claims are secured by
FairPoint Communications Inc's equity interests in its first-tier wholly owned subsidiaries and by the equity in
subsidiaries of the guarantor entities; therefore, they will share in the distribution of these assets pari pas;;!
with general unsecured creditors.

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

LEGACY NORTImRNNEW
ENGLAND

Estimated Adjusted EBlTDAR
Disrount Factor for Business Conditions
Estimated Transaction EBITDAR
Transaction Multiple

118,917
25%

89,188
3_0>::

223,657
25%

167,743
3.0~

Estimated Assets Available for Distribution 267,564A 503,229
35% 65%

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

6
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Liquidation of Gu at antor Entities

Unaudited Balances

Sept 30, 2009

Liquidation

Factor

Est. Liquidation
Value

Cash & Cash Equivalents"

Accounts Receivable

Inventory

Prepaid Assets

Property Plant and Equipm ent

Other Assets

97,127 100%

3,724 70%,

22,917 50%

33 5%

12,859 20%

3,603 5%

140,263 113,946

97,127

2,606

11,459

2

2,572

180

Total

*Cash & Cash Equivalents balances reflects the cash on hand at FairPoint Logistics Inc as 0[2/8/2010,

Liquidation of FairPoint Communications, Inc.

Cash & Cash Equivalents"
Accounts Receivable

Inventory
Prepaid Assets
Property Plant and Equipment

Other As sets

Total

Unaudited Balances Liquidation

Sept 30, 2009 Factor

30,100 100%
187 70%

50%

5%
20%
0.5%

Est. Liquidation
Value

30,100

131

279
37,736

4,067

5,577
188,678
813,327

1,037,868 72,311

"'Cash & Cash Equivalents balance; reflects the cash on hand at Fairf'oint Communications Inc. as of2/8/2010

Note B - Tmstee Fees qfChapler 7 Estates

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

Note C- Chapter 7 Proft.rsiolla! Fees

Chapter 7 Professional Fees & Costs include ongoing professional fees associated with winding down the
business. These professional fees include transaction costs, audit and accounting fees, and legal support as
outlined in the table below. The cost to operate the business during the sale process is assumed to be
covered by cash "flowfrom operations. Once rhe sale is complete, certain corporate and administrative
functions would be required to oversee the distribution of proceeds, to maintain and close the accounting
records and to prepare tax returns for the estates, among other things. A summary of the estimated
professional fees in a Chapter 7 liquidation scenario are presented below.

7
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Legal

Acmunting & M:ln~gem enr Support

1I1&A Monthly Advisory

M&A Trans Fees (1% of Trunsacrion Value)

Other

Estimated Chapter 7 Professional Fees
Monthly Number of

Professional Costs Months

s 250 6 s
150 6

100 6

N/A N/A

100 6

s 600. s 11,30B

Total

Professiona] Fees

1,500

900

600
7,708

600

Note D - DIP Collateralized Obligations

Pursuant to the Debtors' authority to obtain post-petition financing, the Debtors have issued approximately
$13.7 million in letters of credit that will be given priority treatment under a Chapter 7 liquidation. In
addition to the repayment ofletters of credit, the DIP Facility allows a $7.5 million "carve-out" for

professional fees incurred during these Chapter 11 cases.

Note E - Chapter 11 Admil1irtratille Claims

Chapter 11 Administrative Claims consist of post-petition trade payables from the commencement of the
Chapter 11 proceedings as well as various professional fees related to the Chapter 11 cases. Fees incurred by
various professionals in conjunction with the Chapter 11 cases are treated as an administrative expense in a
Chapter 7 liquidation. It is estimated that FairPoint will have two months of unpaid balances fo·r
professionals in these cases on the date of conversion to a Chapter 7. This amount is estimated to be $8.7
million, of which $7.5 million is provided for as a "Carve-Out" in the DIP Facility. The remaining $1.2

million is reflected as a Claim.

Chapter 11Admlnstrative Claims

Trade Payables

Chapter 11 Prof. Fees (above Carve-Out)

rcr
22,000

Legacy

2,000

413

Total

39,000

1,189

NNE

15,000

776

Guarantor

22,000 2,413 15,776 40,189

Note F- Non-Cuarantor.Entities - Pre-Petition Claims

It is assumed that the operating entities of FairPoint must satisfy their creditors prior to distributing cash to
the parent company in consideration of Equity Interests. For the purposes of the Liquidation Analysis, it is
assumed that any purchaser of the NNE Subsidiaries will assume both the pension obligations and post-

retiree medical benefit obligations as part of the acquisition.

Note G - Prepetition Credit Agreemetlt Claims

The Prepetition Credit J\greement Claims include the secured debt outstanding, accrued and unpaid interest,
outstanding letters of credit, and outstanding interest rate swap liabilities at the Petition Date. The

Prepetition Credit Agreement Claims are secured by FairPoint Communications Inc's equity interests in its
fArst-ner wholly owned subsidiaries and by the equity in subsidiaries of t.he guarantor entities.

s
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The Prepetition Credit Agreement Claims will first be satisfied by the proceeds attributable to the liquidation
of the NNE Subsidiaries after all other claims of these entities are paid, as the equity in those entities are
pledged as direct collateral to secure the Prepetition Credit Agreement Claims. As the Liquidation Analysis
shows, there is a significant impairment of the Preperirion Credit Agreement Claims from the liquidation of
the NNE Subsidiaries; therefore, the proceeds from the sale of the Legacy Subsidiaries will then be used to
satisfy a portion of the deficiency Claim of the Prepetition Credit Agreement Claims. Once the proceeds
from the sale of the pledge of collateral (equity interests operating subsidiaries) has been distributed in full to
the holders of the Prepetition Credit Agreement Claims, the Prepetition Credit Agreement Claims will assert
deficiency Claims first, at the guarantor entities that hold the operating subsidiaries, and next to entities that
do not have operating subsidiaries.

If a guarantor entity has no operating subsidiaries, it is assumed that there is no equity with which to secure
the Prepetition Credit Agreement Claims. Therefore, it is assumed that Prepetition Credit Agreement Claims
will be treated pari passu with other unsecured creditors of those guarantor entities. Finally, any additional
deficiency Claims from the Prepetition Credit Agreement Claims will be satisfiedpari t=» with the general
unsecured creditors at FairPoint Communications.

Note H-Pre-Petition General UnsecuredClaims

Pre-petition unsecured Claims primarily consist of Senior Notes issued by FairPoint Communications and
various other trade payables and obligations. In the hypothetical Liquidation Analysis, the gener.alunsecured
Class is Impaired, and therefore pre-petition holders of equity interests are estimated to receive no recovelY in
the event of liquidation under Chapter 7 of the Bankruptcy Code.

9
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FAIRPOINT COM1vlUNICATIONS, INC.
Liquidation Analysis

(S in 000',)

Cbaptee 7 J\dmir1ls.tr.ltl •.-c Claims
Chapter 7 TnJHI;C Fees

Ch:LP1CI? Pf.c.r~~~icn;llF~:; -& Liquidation Cosu

Leucr of Cn:dlt Fll:cilitic'i-

Ch:tpttr } 1 Professicrud :F~~"Cssve Out"

A$S~15Av~ihbl'l Ior Diseibusio» 10 Prc-pccuce Credircrs

I'rcpetiticn OiLl1ls ~,rNon-FC, and NOIl-Gu.:lf.3rHOt Entities

f\J1~:3JiOfl of A~~C"t~
Prcpetiticn CfcdilAgt-c.cmcnt Obii,g::lti-ons
Prepetitlc» Oeaeral Uaseccrcd Chilfl~

Prepeneion Credit AgrC':crocom Oblig:lI:ioos
Pre..pctition Credit .il.gt"ecmCIlt Ob!..iB=ldol"l~Recovery

Prcpctiricn Cr~di, l\grC.rn1CCU Ob~ig.lIjon~Recovery Perceneg •..

Prcpeddon GCl1.ot:r:d UnsoC:C1lr-cd Claims
Ptepr.:-nl'loll General Unsecured Claims RCCQIJ(!~'

Pseperiecn General Uasecceec Claims necc .•..ety Vcn;-cnt~gt:

Summary Results

NNE

Opet:Hiog
~i.rlW.ri9.

Lcj;.'t.:y

Operuli"rlg

Sub'lidi;:,ri/;$

Assets :;m;dDistribution of Value
50503,229 S267,5.M

B

C

(15,096) (7,678)

___ -'(7"'.3"'8"'» -'("","'92""5) _

(22•.179) (11,6(13)

D

(13,8~1)

E

451.133

F

(435,660)

G
S43),('60

1-1

(8,914)

(4,8~7)
"1,756)

__ --"'(2.""60""3) -'-_

(7,359)

(IS,776) (2.413)

2'16,189

(12,S~O)

7.33,G49

(233,64~)

i233/>19

N/A N!A

Eommunicadons
Im:.."

(505)

113,441

1l3,441

(113,167)
(Pi)

TOTAL
1)£l1lQliS

S7~~ll S957,05O

(J13,441)

(1,206) (24,5'15)

(11,3U8)

(35,8;3)

(13,700)

(1,500)
\iZI,21)()

899,997

(40,189)

19,045 859,808

(28,1>13)

(J>,Q42)
Or, 00'1

(815518)
_~ __ l.K?1ll

(831,795)(49,045)

$2,094,917
S113-.167 S;'3,042 ,815,518

39%1

3.115-3 635,627 $639,079
i274 SI(',ClOJ n6,277

8'4 3%1
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Valuation Analysis

1. Overview

Rothschild Inc. ("Rothschild") has performed an analysis of the estimated value of
Reorganized FairPoint Communications, Inc. (the "Company" or "FairPoint") on a going-concern
basis.

Rothschild assumed, without independent verification, the accuracy, completeness, and
fairness of all of the financial and other information available to it from public sources or as
provided to Rothschild by the Debtors or their representatives. Rothschild also assumed that the
Projections have been reasonably prepared on a basis reflecting the Debtors' best estimates and
judgment as to future operating and financial performance. Rothschild did not make any
independent evaluation of the Debtors' assets, nor did Rothschild verify any of the information it
reviewed. To the extent the valuation is dependent upon the Reorganized Debtors' achievement
of the Projections, the valuation must be considered speculative. Rothschild does not make any
representation or warranty as to the fairness of the terms of the Plan.

In preparing its analysis, Rothschild has, among other things: (i) reviewed certain recent
publicly available financial results of the Debtors; (ii) reviewed certain internal financial and
operating data of the Debtors, including the business projections prepared and provided by the
Debtors' management and approved by the Board of Directors' on September 24, 2009 relating to
their business and their prospects for the calendar years 2009 through 2013 (the "Projections");
(iii) discussed with certain senior executives the current operations and prospects of the Debtors,
as well as key assumptions related to the Projections; (iv) prepared discounted cash flow analyses
based on the Projections, utilizing various discount rates and terminal value multiples;
(v) considered the multiples of certain publicly-traded companies in businesses reasonably
comparable to the operating businesses of the Debtors; (vi) considered the multiple assigned to
certain precedent change-in-control transactions for businesses similar to the Debtors; (vii)
separately valued and accounted for the Seven-Year Warrants issued to FairPoint's general
unsecured claims and the Ten-Year Management options, utilizing the standard Black-Scholes
methodology; (viii) utilized specific tax assumptions and Net Operating Loss Carryforward
eNOL") analysis prepared by Management and the Company's outside accountants; (ix)
assumed no value for the estimated pre-emergence NOLs based on the estimated Cancellation of
Debt ("COD") income from the restructuring; and (x) conducted such other analyses as
Rothschild deemed necessary under the circumstances, Rothschild also has considered a range of
potential risk factors, including: (a) ability to execute and realize savings from planned
operational initiatives; (b) Reorganized Debtors' capital structure; and (c) ability to meet
projected revenue growth targets.

• The valuation date is as of September 30,2009 (the "Valuation Date").

In addition to the foregoing, Rothschild relied upon the following assumptions with
respect to the valuation of the Debtors:

• The Effective Date occurs on or about June 30, 2010 ("Effective Date").
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• The Debtors are able to recapitalize with adequate liquidity as of the Effective Date.
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The Projections assume the Debtors' NOLs will be utilized to offset COD income
resulting from the reorganization. Based on the tax analysis prepared by
Management and the Company's outside accountants, FairPoint's NOLs are
projected to be fully utilized to offset COD income at Emergence and future tax
liabilities resulting from the write-down of assets.

• The Debtors successfully perform to the levels forecasted in the Projections.

The pro forma debt levels of the Debtors at the Effective Date will be approximately
$1.0 billion.
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• Treatment of NNE creditor pre petition claims has yet to be determined, which are to
be on terms reasonably satisfactory to the Company and the Lender Steering
Committee

• General financial and market conditions as of the Effective Date will not differ
materially from those conditions prevailing as of the Valuation Date.

• Rothschild has not considered the impact of a prolonged bankruptcy case and has
assumed operations will continue in the ordinary course consistent with the
Projections.

In developing the valuation range, Rothschild used the following three methodologies:

a. Discounted Cash Flow analysis

The Discounted Cash Flow analysis ("DCF") is a forward looking valuation methodology
that is used to calculate the intrinsic value of an asset or a business by calculating the present
value of expected future cash flows and the value of the business past the projected horizon
("Temrinal Value") and discounting them by the company's weighted average cost of capital
("WACC"), using mid-year convention. The Terminal Value is derived using an exit multiple of
EBlTDA based on a range selected to reflect the trading and precedent transaction ranges of peer
companies. The WACC is a blended rate of return that captures the required returns of both debt
and equity investors.

b. Trading Values analysis

The Trading Values analysis estimates the value of a company based on a relative
comparison with other publicly traded companies with similar operating and financial
characteristics. Under this methodology, the enterprise value for each selected public company
was determined by examining the trading prices for the equity securities of such companies in the
public markets and adding the aggregate amount of outstanding net debt for such company (at
book value) and minority interest. Those enterprise values are commonly expressed as multiples
of various measures of operating statistics, most commonly sales, EBI1DA and EBlTDA less
CapEx. In addition, each of the selected public companies' operational performance, operating
margins, profitability, leverage and business trends were examined.

c. Precedent Transactions analysis

The Precedent Transaction analysis is based on the enterprise value of companies
involved in public merger and acquisition transactions that have operating and financial
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Unlike the Trading Values analysis, the enterprise valuation derived using this
methodology reflects a "control premium' (i.e., a premium paid to purchase a majority or
controlling position in the assets of a company). In addition, other factors not directly related to a
company's business operations can affect a valuation based on precedent transactions, including;
(a) circumstances surrounding a merger transaction that may introduce "diffusive quantitative
results" into the analysis (e.g., a buyer may pay an additional premium for reasons that are not
solely related to competitive bidding); (b) the market environment is not identical for transactions
occurring at different periods of time (e.g. pre-Lehman failure versus post-Lehman financial
markets); and (c) circumstances pertaining to the financial position of the company may have an
impact on the resulting purchase prices (e.g., a company in financial distress may receive a lower
price due to perceived weakness in its bargaining leverage).

characteristics similar to Fairf'oint. Under this methodology, the enterprise value of such
companies is determined by an analysis of the consideration paid and the debt assumed in the
transaction. As in a comparable company valuation analysis, those enterprise values are
conunonly expressed as .multiples of various measures of operating statistics such as sales,
EBITDA, and EBIT. The derived multiples were then applied to FairPoint's operating statistics
to determine the enterprise value to a potential strategic buyer.

As with Trading Values analysis, because no precedent merger or acquisition used in any
analysis will be identical to the target transaction, valuation conclusions cannot be based solely
on quantitative results. The reasons for and circumstances surrounding each acquisition
transaction are specific to such transaction and there are inherent differences between the
businesses, operations, and prospects of each target. Therefore, qualitative judgments must be
made concerning the differences between the characteristics of these transactions and other
factors, and issues that could affect the price an acquirer is willing to pay in an acquisition. The
number of completed transactions for which public data is available also limits this analysis.
Purthermore, the data available for all the precedent transactions may have discrepancies due to
varying sources of information. As described above, the precedent transactions analysis explains
other aspects of value besides the inherent value of a company.
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As a result of such analyses, review, discussions, considerations, and assumptions,
Rothschild estimates the total enterprise value ("TEV") at approximately $1.8 billion to $2.1
billion, with a midpoint of$1.9 billion. Rothschild reduced such TEV estimates by the estimated
pro forma net debt levels of Reorganized FairPoint (approximately $1.0 billion) to estimate the
implied reorganized equity value of Reorganized FairPoint. Rothschild estimates that
Reorganized FairPoint's implied total reorganized equity value will range from $0.8 minion to
$Ll billion. After deducting estimated value for the Seven-Year Warrants and the Ten-Year
Options of approximately $38 million to $70 million, with a midpoint of $53 million, Rothschild
estimates the implied distributable reorganized equity valued will range from $776 million to
$1,064 million, with a midpoint of $920 million. Any variance on the ultimate General
Unsecured Claims pool could have a material impact on recoveries achieved.
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4.9x 5.4x 5.8)(

llluslralive range ofTEV
less: Pro Forma Net Debt as of June 30. 2010'

Implied equity value before warrants j

Less: Value of warrants/
Eq uity value tess warrants 1

Rothschild valuation range
$1.780 $1.940

(967) (967)
$2.100
(967)

$813 $973
($38) ($53)

$1.133
($70)

$776 $920 $1.064

EBITOAR
51.780
$362

$1,940
$362

$2.100
$362

1 Net debt includes cash/debt distribution 10legacy credltors' unsecured claims and no deterrrmatlon for treatment of NNE creditor claims
2 Includes the Ten-Year 3.5% management and board options and Seven·Year 12% warrants provided to the general uosocuran creditors

These estimated ranges of values are based on a hypothetical value that reflects the
estimated intrinsic value of Reorganized Fairl'oint derived through the application of various
valuation methodologies, The implied reorganized equity value ascribed in this analysis does not
purport to be an estimate of the post-reorganization market trading value. Any such trading value
may be materially different from the implied reorganized equity value ranges associated with
Rothschild's valuation analysis. Rothschild's estimate is based on economic, market, financial,
and other conditions as they exist on, and on the information made available as of the Valuation
Date. It should be understood that, although subsequent developments, before or after the
Confirmation Hearing, may affect Rothschild's conclusions, Rothschild does not have any
obligation to update, revise, or reaffirm its estimate.

In addition, the valuation of newly issued securities, such as any new common stock, is
subject to additional uncertainties and contingencies, all of which are difficult to predict. Actual
market prices of such securities at issuance will depend upon, among other things, prevailing
interest rates, conditions in the financial markets, and other factors that generally influence the
prices of securities. Actual market prices of such securities also may be affected by other factors
not possible to predict. Accordingly, the implied reorganized equity value estimated by
Rothschild does not necessarily reflect, and should not be construed as reflecting, values that will
be attained in the public or private markets.

The summary set forth above does not purport to be a complete description of the
analyses performed by Rothschild. The preparation of an estimate involves various
determinations as to the most appropriate and relevant methods of financial analysis and the
application of these methods in the particular circumstances and, therefore, such an estimate is
not readily susceptible to summary description. The value of an operating business is subject to
uncertainties and contingencies that are difficult to predict and will fluctuate with changes in
factors affecting the financial conditions and prospects of such a business and the state of the
financial markets. As a result, the estimate of implied reorganized equity value set forth herein is
not necessarily indicative of actual outcomes, which may be significantly more or less favorable
than those set forth herein. In addition, estimates of implied reorganized equity value do not
purport to be appraisals, nor do they necessarily reflect the values that might be realized if assets
were sold. The estimates prepared by Rothschild assume that the Reorganized Debtors will
continue as the owner and operator of their businesses and assets and that such assets are operated
in accordance with the Debtors' Projections. Depending on the results of the Debtors' operations
or changes in the financial markets, Rothschild's valuation analysis as of the Effective Date may
differ from that disclosed herein.
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THE ESTIMATED CALCULATION OF ENTERPRISE VALUE IS HIGHLY
DEPENDENT UPON ACHIEVING THE FUTURE FINANClAL RESULTS AS SET
FORTH IN THE DEBTORS' BUSINESS PROJECTIONS, AS WELL AS THE
REALIZATION OF CERTAIN OTHER ASSUMPTIONS, NONE OF WHICH ARE
GUARANTEED AND MANY OF WHICH ARE OUTSIDE OF THE DEBTORS'
CONTROL, AS FURTHER DISCUSSED IN ARTICLE [X GENERAL
CONSIDERATIONS AND RlSK FACTORS TO BE CONSIDERED] OF THE
DISCLOSURE STATEMENT.

THE FOREGOING VALUATION IS BASED UPON A NUMBER OF ESTIMATES
AND ASSm1PTIONS THAT ARE INHERENTLY SUBJECT TO SIGNIFICANT
UNCERTAINTIES AND CONTINGENCIES BEYOND THE CONTROL OF THE
DEBTORS OR THE REORGANIZED DEBTORS. ACCORDINGLY, THERE CAN
BE NO ASSUR..A..NCETHAT THE RANGES REFLECTED IN THE VALUATION
WOULD BE REALIZED IF THE PLAN WERE TO BECOME EFFECTIVE, AND
ACTUAL RESULTS COULD VARY MATERlALLY FROM THOSE SHOWN HERE.
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THE CALCULA TIONS OF VALUE SET FORTH HEREIN REPRESENT
ESTIMATED REORGANIZATION VALUES AND DO NOT NECESSARlLY
REFLECT VALUES THAT COULD BE ATTAINABLE IN PUBLIC OR PRIVATE
MARKETS. THE EQUITY VALUE STATED HEREIN DOES NOT PURPORT TO
BE AN ESTIMATE OF THE POST-REORGANIZATION MARKET VALUE. SUCH
VALUE, IF ANY, MAY BE MATERIALLY DIFFERENT FROM THE
REORGANIZED EQUITY VALUE RANGES ASSOCIATED WITH THIS
VALUATION ANALYSIS. NO RESPONSIBILITY IS TAKEN BY ROTHSCHILD
FOR CHANGES IN MARKET CONDITIONS AND NO OBLIGATIONS ARE
ASSUMED TO REVISE THIS CALCULATION OF REORGANIZED FAIRPOINT'S
VALUE TO REFLECT EVENTS OR CONDITIONS TRAT SUBSEQUENTLY
OCCUR. THE CALCULATIONS OF VALUE DO NOT CONFORM TO THE
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE OF THE
APPRAISAL FOUNDATION.
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Schedule 1: New Term Loan Financial Covenants

Term Loan Financial Covenants

LTM LTM LTM LTM LTM LTM LTM LTM LTM LTM LTM LTM LTM 2014-
$lIl1(l,O(lOs 4010 1011 2011 3011 4011 1012 2012 3012 4012 1913 2013 3013 4013 2016
Total Debt I EBlTDAR
COYCiiiim~'~'t:c!';:";~:~~;i;;;;;:t.1'4ii$i:·,ri#ioO"x'Hl;4;O~x!,;Hj~7:Sxi~#3;9:5x';';:3i~S:X!:t~3;~5i!:i:r3:i5x"~\:3tiS:xm::;;3Io.Qi;.2i:3:(}iii:::g'$;Qll:i0~3;i10x~,,'?1<-75i
Company Plan 2.74x Z,48x 2.32)( 2.21x Z.L3x 1.86x 1.83x L78x l.73x 1.60x 1.56x L.4lb: 1.41x
% Cushion 55% 62% 73% 70% 76% 75% 78% 82% 88% 88% 92% 102% 1)3%

Sr. Debt I EBITDAR
le.~f~jialit~jm~~!:tii::l~i':\]!iW~~1t;i:1j;Y$V:'"~3:iSOii;;,r~~5PYq,2;Wi5%;f<fS~i1::5x~~~)l$);~:t~1S-j~~~,zj!7,5xJ;~¥)1:$'~~!itt:~~.iXiZ1S.tI:t:~~j2,i'$~li~1~W:50'x;t:'!\1.lt5~1
Company Plan 2.74)[ 2A8x 2.32x 2.21x 2.\3x 1.86x 1.83x 1.78x L73x 1.60x L56x 1.48x 1ALx
% Cushion 37% 41% 51% 47% 52% 48% 50% 54% 59% 57% 60% 69% 77%

EBITDAR ITotaL Interest
IG~~~!i~!i:t~~~2~!;'~~~'j2:l~~:5:~~;:;~i1$X!~B~;jj~xjf.f';ilro:Qi:[i;;:4'lJ)(i"!.M'4;@x,~T.':4~5:x2!':4\,~·$;;;:gI;j:;'2'Sx("';~4:15x\j~!'#;i!tl~;li~f.J·~slii''ii4::5))~;)~:~~~)j%;:';'~'50xl
Company Plan 5.5lx 5.86x 630x 6.56x 6.69x 6.64x 6.70x 6.77x 6.91x 7.14x 7.24x 7.34x 7.53x
% Cushion 32% 32% 36% 39% 40% 36% 37% 37% 38% 37% 38% 39% 40%
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