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DISCLAIMER

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

ALL CREDITORS ARE ADVISED AND ENCOURAGED TO READ T3
DISCLOSURE STATEMENT (INCLUDING ALL EXHIBITS) AND HE PLAN IN THEIR
ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT THE PLANRLAN SUMMARIES
AND STATEMENTS MADE IN THIS DISCLOSURE STATEMENTNCLUDING THE
EXECUTIVE SUMMARY, ARE ANNEXED TO THE PLAN, AND TH$ DISCLOSURE
STATEMENT. THE STATEMENTS CONTAINED IN THIS DISCLOURE STATEMENT
ARE MADE ONLY AS OF THE DATE HEREOF, AND THERE CABE NO ASSURANCE
THAT THE STATEMENTS CONTAINED HEREIN SHALL BE CORRET AT ANY TIME
AFTER THE DATE HEREOF. ALL CREDITORS SHOULD READAREFULLY AND
CONSIDER FULLY THE “RISK FACTORS” SECTION HEREIN BEORE VOTING FOR
OR AGAINST THE PLAN. SEE SECTION VII (“CERTAIN FACTORS TO BE
CONSIDERED?).

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACERDANCE
WITH SECTION 1125 OF THE BANKRUPTCY CODE AND NOT INCCORDANCE
WITH FEDERAL OR STATE SECURITIES LAWS OR OTHER NOBANKRUPTCY
LAWS. PERSONS OR ENTITIES TRADING IN, OR OTHERWIFBJRCHASING,
SELLING OR TRANSFERRING SECURITIES OF FAIRPOINT COMNICATIONS, INC.
(“EAIRPOINT COMMUNICATIONS") AND ITS SUBSIDIARIES SHOULD NOT RELY
UPON THIS DISCLOSURE STATEMENT FOR SUCH PURPOSESIASHOULD
EVALUATE THIS DISCLOSURE STATEMENT AND THE PLAN INLIGHT OF THE
PURPOSE FOR WHICH THEY WERE PREPARED.

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

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

THIS DISCLOSURE STATEMENT SUMMARIZES CERTAIN PROVISNS OF
THE PLAN, STATUTORY PROVISIONS, DOCUMENTS RELATEDQ THE PLAN,
EVENTS IN THE CHAPTER 11 CASES OF FAIRPOINT COMMUBKTIONS AND ITS
SUBSIDIARIES (“FAIRPOINT), AND FINANCIAL INFORMATION. ALTHOUGH
FAIRPOINT BELIEVES THAT THE PLAN AND RELATED DOCUMBT SUMMARIES



ARE FAIR AND ACCURATE, SUCH SUMMARIES ARE QUALIFIED'O THE EXTENT
THAT THEY DO NOT SET FORTH THE ENTIRE TEXT OF SUCBIOCUMENTS OR
STATUTORY PROVISIONS. FACTUAL INFORMATION CONTAINB IN THIS
DISCLOSURE STATEMENT HAS BEEN PROVIDED BY MANAGEMENOF
FAIRPOINT, EXCEPT WHERE OTHERWISE SPECIFICALLY NOTE FAIRPOINT IS
UNABLE TO WARRANT OR REPRESENT THAT THE INFORMATIONONTAINED
HEREIN, INCLUDING THE FINANCIAL INFORMATION, IS WITHOUT INACCURACY
OR OMISSION.

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

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



EXECUTIVE SUMMARY

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

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

FairPoint commenced the Chapter 11 Cases becaasggriificant need to de-leverage
its balance sheet and to reduce its cost structar&arch 2008, FairPoint Communications
completed the acquisition of certain landline oierss in Maine, New Hampshire and Vermont
(the “NNE Operationy from Verizon Communications Inc. (“Verizinthrough a merger (the
“Merger’) with Northern New England Spinco Inc._(*Spirigoa subsidiary of Verizon. In
connection with the Merger, FairPoint and Spincteed into a $2.03 billion secured credit
facility, as subsequently amended (the “PrepetiGoadit Agreemeri}, and Spinco issued and
FairPoint Communications subsequently assumed Bblitn aggregate principal amount of
13-1/8% Senior Notes due 2018 (the “Original Sehiotes). As of the Petition Date,

FairPoint had approximately $2.7 billion of indedrness, including accrued and unpaid interest
and amounts owed under interest rate swap agresmdnth is not sustainable. FairPoint’s
financial difficulties have been exacerbated bylidewy financial performance which can be
traced to, among other things, (i) increased coitipefrom alternative voice and data
communication providers that has eroded FairPotraditional base of wireline voice customers
(i) the recent turmoil in the financial marketshish has significantly limited available capital
and resulted in a significant decline in the domeestonomy and (iii) difficulties transitioning
from Verizon’s systems and integrating the NNE @giens acquired in the Merger with
FairPoint’s historical operations.

In an effort to address these issues, FairPoindsagement team worked diligently to
expand and improve FairPoint’s product offeringsersify and grow revenues, increase
operational efficiency and operating cash flows agttlice debt obligations through, among
other things, (i) investing $85 million in the kdibut of a new next generation Internet protocol
based network, (ii) suspending common stock divideamnd (iii) completing an exchange offer
(the “Exchange Offé}) for certain of the Original Senior Notes for nd®-1/8% Senior Notes
due 2018 (the “Exchange Offer Senior Notemd together with the Original Senior Notes, the
“Senior Note¥), which allowed FairPoint to reduce its cash rat# expense for the quarters
ended June 30, 2009 and September 30, 2009 antamaiompliance with financial covenants
contained in the Prepetition Credit Agreement e measurement period ended June 30, 2009.

Despite these actions, FairPoint’s balance shesireed highly leveraged, with
substantial annual capital expenditure requiremandisinterest costs, and portions of the
principal amount of the Prepetition Credit Agreetggcoming due on a quarterly basis. This



capital structure is not sustainable, particulafter taking into account the impact of (i) the
recession in the United States and the associ&bddvels of unemployment, reduced
disposable income and consumer spending, incréasdess failures and higher than normal
uncollected receivables, (ii) the continued sigifit capital expenditure requirements required
for FairPoint to remain competitive in the telecoomeations market and imposed by the
regulatory orders approving the Merger and (iiiirPaint’s limited access to capital markets.
As a result, FairPoint, with the assistance oadsisors, began to explore capital structure
restructuring alternatives, including recapitali@as and a potential chapter 11 filing.

Commencing in July 2009 and culminating in Octab@®d9, FairPoint worked diligently,
first with the holders of the Senior Notes and theth certain lenders under the Prepetition
Credit Agreement, to obtain a sustainable solutolRairPoint’s significant leverage. Through
negotiations with a steering committee of lenderden the Prepetition Credit Agreement (the
“Lender Steering Committ&e FairPoint reached an agreement in October 20@9the
Consenting Lenders (including the Lender Steeriaogfittee), who hold more than 50% of the
indebtedness under the Prepetition Credit Agreeimeatterm sheet (the “Plan Term SHeet
regarding the framework for a comprehensive balaheet restructuring that would result in the
conversion of more than $1.7 billion of FairPoiritislebtedness into equity in FairPoint
Communications. Evidencing their support of thenPTerm Sheet, the Consenting Lenders
have executed the Plan Support Agreement pursaavhith the Consenting Lenders agreed to
support a chapter 11 plan as substantially embadigte Plan Term Sheet. Thereafter,
FairPoint commenced the Chapter 11 Cases on Oc26h@009.

Pursuant to the Plan Term Sheet, FairPoint ageeékbta chapter 11 plan that provided
for the reorganization of FairPoint as a going @nc The integral components of the
agreement with the Consenting Lenders include#i7®) million of debtor-in-possession
financing, which would provide sufficient liquidity fund FairPoint during the course of the
Chapter 11 Cases and (ii) the conversion of apprately $1.1 billion of the indebtedness under
the Prepetition Credit Agreement into equity in Rmized FairPoint Communications.

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

Under the Plan, Prepetition Credit Agreement Clgi@lass 4) (as defined herein) will be
satisfied in full, as follows: (i) by pro ratashare of New Term Loan in the aggregate principal
amount of $1 billion, (ii) by @ro ratashare of the Cash Payment, (iii) bpra rata share of
forty-seven million two hundred forty-one thousdodr hundred thirty-six (47,241,436) shares
of the New Common Stock in Reorganized FairPoinh@ainications (subject to dilution) and
(iv) by apro ratashare of Cash distributable out of the Reservelééined herein)provided,
however that if the class of FairPoint Communications énsed Claims rejects the Plan, each
holder of a Prepetition Credit Agreement Claim wéteive itro rata share of fifty-eight
million four hundred eighty-four thousand five hued eighty-seven (58,484,587) shares of the



New Common Stock (subject to dilution), as moréyfdescribed irSection VI.C.4 (“*Summary
of Plan of Reorganization—Treatment of Claims andjHity Interests Under the Plan—
Allowed Prepetition Credit Agreement Claims (Clags) of this Disclosure Statement.
FairPoint Communications Unsecured Claims (Classilfpe satisfied in full under the Plan, as
follows: (i) by apro ratashare of four million two hundred three thousameéé¢ hundred fifty-
two (4,203,352) shares of the New Common StockdarBanized FairPoint Communications
(subject to dilution) and (ii) by pro rata share of the New Warrants to purchase up to seven
million one hundred sixty-four thousand eight hweaifour (7,164,804) shares of the New
Common Stock, as more fully describedSection VI.D.2 (“*Summary of Plan of
Reorganization—Provisions Regarding New Common &and New Warrants Distributed
Pursuant to the Plan—New Warrants”pf this Disclosure Statememtrovided, however, that
if the class of FairPoint Communications Unsecure@€laims votes to reject the Plan, the
members of the Ad Hoc Committee of Senior Noteholdg or its counsel objects to the Plan,
the members of the Creditors’ Committee or its cousel objects to the Plan, or the
Indenture Trustee or its counsel objects to the pla then the holders of FairPoint
Communications Unsecured Claims will not receive anDistributions under the Plan on
account of their Claims. The proposed distributions to other creditorscaseussed ibection
VI.G (“Summary of Plan of Reorganization—Distributins under the Plan”)of this

Disclosure Statement.

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

On February 8, 2010, FairPoint filed its Disclos8tatement for Debtors’ Joint Plan of
Reorganization with the Bankruptcy Court. FairRsibisclosure Statement for Debtors’ Joint
Plan of Reorganization is being amended by this Aded Disclosure Statement for Debtors’
First Amended Joint Plan of Reorganization (asay e further amended, the “Disclosure
Statemert).

THIS EXECUTIVE SUMMARY IS INTENDED SOLELY AS A SUMMRY OF
CERTAIN PROVISIONS OF THIS DISCLOSURE STATEMENT.OU SHOULD READ
THIS DISCLOSURE STATEMENT AND THE PLAN AND EACH OFHEIR RESPECTIVE
EXHIBITS AND SCHEDULES IN THEIR ENTIRETY PRIOR TO KMKING ANY
DETERMINATION TO ACCEPT OR REJECT THE PLAN.



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

A. SOLICITATION AND ACCEPTANCE OF PLAN
1. General

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

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

2. Who Is Entitled to Vote

Under the Bankruptcy Code, only holders of Claihet fare “impaired” are entitled to
vote to accept or reject the Plan. To be confirntieel Plan must be accepted by the holders of
certain Classes of Claims and the Plan must beroted by the Bankruptcy CourSee Section
IX (“Voting Requirements”) and Section X (“Confirmaion of the Plan”). Each of Classes 9
and 10 will receive no Distribution or benefits endhe Plan, and, therefore, are conclusively
deemed to have rejected the Plan, and are nolieentit vote. FairPoint is seeking acceptances
of the Plan from holders of Claims in each of Céss4 and 7 (collectively, the “Voting
Classey. The Claims in all other Classes are unimpaieed the holders of such Claims are
conclusively presumed to have accepted the Plasuput to section 1126(f) of the Bankruptcy
Code. For a description of the Classes, ClaimsEaqndty Interests and their treatment under the
Plan,see Section VI.B (“Summary of Plan of Reorganizatie-Classification of Claims and
Equity Interests”) and Section VI.C (“Summary of Bh of Reorganization—Treatment of
Claims and Equity Interests Under the Plan”)

Vi



3. Ballots

If you are entitled to vote to accept or reject Bthen,see Section I1X.B (“Voting
Requirements—Holders of Claims Entitled to Vote’g Ballot or Ballots, specific to the Claim
held, is enclosed for voting on the Plan. If Claiame held in more than one Class and entitled to
vote in more than one Class, separate Ballots baugsed for each Class of Claims. A separate
Ballot must be used for each Claim you hald. ORDER FOR YOUR BALLOT TO BE
COUNTED, YOUR BALLOT MUST BE PROPERLY COMPLETED ANRECEIVED SO
THAT IT IS RECEIVED NO LATER THAN | [, 201@AT [ : ] []-M. (NEW YORK
TIME) BY THE VOTING AGENT AS SET FORTH ON THE BALLO'. See Section IX.A
(“Voting Requirements—Voting Deadline”) and SectidiX.D.1 (“Voting Requirements—
Voting Procedures—Ballots”) Persons wishing to change their votes can di ey meet
the requirements of Bankruptcy Rule 3018(a), bpdila motion with the Bankruptcy Court with
sufficient advanced notice so that it can be heaat to the Confirmation Hearing scheduled for
| |, 2010. Any such application must bedi&nd served on or before | |, 2010
at 4:00 p.m. (New York time), in accordance with firocedures set forth in detail in the
Disclosure Statement Approval Order.

4, Inquiries

If you have any questions about the procedure dting your Claim or the packet of
materials you received, please contact BMC Graog, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 23880100 or by electronic mail at
fairpoint@bmcgroup.com.

If you wish to obtain an additional copy of the ®l¢his Disclosure Statement or any
exhibits to such documents, at your own expendessarmtherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Graup, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 28880100 or by electronic mail at
fairpoint@bmcgroup.com.

B. PLAN OF REORGANIZATION
1. Overview of Plan

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

The Plan reflects a consensual resolution ancesstthit among FairPoint and the Lender
Steering Committee regarding the allocation of tssskeFairPoint among the holders of Allowed
Claims. The Plan has the support of FairPointtard_ender Steering Committee. FairPoint’s
reorganization is premised upon effecting a subistiasteleveraging and strengthening of the
balance sheet of FairPoint through the conversi@substantial portion of FairPoint’s
prepetition indebtedness into New Common StockherBffective Date. Under the Plan, and
subject to dilution from the securities to be isbuader the Long Term Incentive Plan (as
defined herein) and the New Warrants, as applicaleNew Common Stock will be distributed
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as follows: (a) each holder of an Allowed ClassdpRtition Credit Agreement Claim will
receive such holder’'s Ratable Proportion of foeyen million two hundred forty-one thousand
four hundred thirty-six (47,241,436) shares of leav Common Stock (provided that if the
Class of FairPoint Communications Unsecured Claajexts the Plan, each such holder will
receive its Ratable Proportion of fifty-eight nolh four hundred eighty-four thousand five
hundred eighty-seven (58,484,587) shares of the Glemwmon Stock) and (b) each holder of an
Allowed Class 7 FairPoint Communications Unsec@dm will, if the Class of such holder’s
votes to accept the Plan, receive its Ratable Ptiopoof (i) four million two hundred three
thousand three hundred fifty-two (4,203,352) shafdhe New Common Stock and (ii) the New
Warrants. See Section VI.B (“Summary of Plan of Reorganizatie-Classification of Claims
and Equity Interests”) and Section VI.D (“Summaryfélan of Reorganization—Provisions
Regarding New Common Stock and New Warrants Disiitdd Pursuant to the Plan”) Each
holder of an Allowed Class 4 Prepetition Credit égment Claim will also receive such holder’s
Ratable Proportion of the New Term Loan (in the anmi@f $1 billion) and the Cash Payment.
Further, at the option of FairPoint, either theoled Class 3 Other Secured Claims will be
Reinstated and rendered Unimpaired, or each hofdarch a Claim will receive Cash in an
amount equal to such Claim (or in lieu of Cash,@lodlateral securing such Claimgee Section
VI.B (“Summary of Plan of Reorganization—Classifid¢eon of Claims and Equity Interests”)
Finally, each holder of an Allowed Class 5 Legaap$Sidiary Unsecured Claim or an Allowed
Class 6 NNE Subsidiary Unsecured Claim will be maidamount in Cash equal to 100% of such
holder’s Claim and each holder of an Allowed Clas3onvenience Claim will be paid an
amount in Cash equal to 100% of such holder’s Clé®e Section VI.B (“Summary of Plan of
Reorganization—Classification of Claims and Equitgterests”). The Plan also contemplates
a post-Effective Date revolving credit facility op to $75 million for FairPointSee Section
VI.F.3 (“Summary of Plan of Reorganization—Means d¢mplementation of the Plan—New
Term Loan and New Revolver”)

2. Summary of Classification and Treatment under Rin

The following table summarizes the classification &reatment of prepetition Claims
and Equity Interests under the Plan. This classifon and treatment for all Classes are
described in more detail Bection VI.B (“Summary of Plan of Reorganization—&$sification
of Claims and Equity Interests”) Estimated Claim amounts set forth in the follogvtable are
based upon FairPoint Communications’ books andrdscd here can be no assurance that
the actual Claim amounts will not be significantlydifferent from the estimates. This table is
only a summary of the classification and treatnoér@laims and Equity Interests under the Plan.
Reference should be made to the entire DisclostaterSent and the Plan for a complete
description of the classification and treatmenCtd#ims and Equity Interests. Accordingly, this
summary is qualified in its entirety by referencdhe provisions of the Plan, a copy of which is
attached akxhibit A hereto.
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SUMMARY OF CLASSIFICATION AND TREATMENT
OF CLAIMS AND EQUITY INTERESTS UNDER THE PLAN

Class Type of Treatment Estimated Estimated
Claim or Aggregate  Percentage
Equity Amount of Recovery of
Interest Allowed Allowed
Claims Claims
Class 1 Other Priority  Unimpaired — not entitled to vote;$0 100%
Claims paid in full in Cash on the

Distribution Date or such other
treatment as agreed upon by a
holder of an Allowed Class 1
Other Priority Claim and

FairPoint.
Class 2 Secured Tax  Unimpaired — not entitled to vote;$5.7 million 100%
Claims unless otherwise agreed upon by

a holder of an Allowed Class 2
Secured Tax Claim and FairPoint,
at FairPoint’s option, each such
holder will receive on account of
such Claim (a) on the Distribution
Date, Cash in an amount equal to
such Claim or (b) commencing on
the applicable Distribution Date,
and continuing over a period not
exceeding five (5) years from and
after the Petition Date, equal
semi-annual Cash payments in an
aggregate amount equal to such
Claim, together with interest for
the period after the Effective Date
at the rate determined under
applicable non-bankruptcy law as
of the calendar month in which
the Plan is confirmed, subject to
the option of FairPoint to prepay
the entire amount of such Claim.
Class 3 Other Secured Unimpaired — not entitled to vote;$0 100%
Claims unless otherwise agreed upon by
a holder of an Allowed Class 3
Other Secured Claim and
FairPoint, at the option of
FairPoint, on the Distribution
Date (a) each such Claim will be
Reinstated and rendered
Unimpaired in accordance with



Class 4

Type of
Claim or
Equity
Interest

Allowed
Prepetition
Credit
Agreement
Claims

1

Estimated
Aggregate
Amount of
Allowed
Claims

Treatment

section 1124(2) of the
Bankruptcy Code, (b) each such
holder will receive Cash in an
amount equal to such Claim or (c)
each such holder will receive the
Collateral securing such Claim.
Impaired — entitled to vote; each $2.1 billion
holder of an Allowed Class 4
Prepetition Credit Agreement
Claim will receive (a) on the
Effective Date, such holder’s
Ratable Proportion of the New
Term Loan, (b) on the Effective
Date, such holder’'s Ratable
Proportion of forty-seven million
two hundred forty-one thousand
four hundred thirty-six
(47,241,436) shares of the New
Common Stockgdrovidedthat if
the Class of FairPoint
Communications Unsecured
Claims rejects the Plan, each such
holder will receive its Ratable
Proportion of fifty-eight million
four hundred eighty-four
thousand five hundred eighty-
seven (58,484,587) shares of the
New Common Stock, subject to
dilution from the securities to be
iIssued under the Long Term
Incentive Plan and the New
Warrants), (c) on the Effective
Date, such holder’s Ratable
Proportion of the Cash Payment
and (d) on the applicable

Estimated
Percentage
Recovery of
Allowed
Claims

87.9%

Based on (i) an assumption that the FairPoimh@anications Unsecured Claims (Class

7) votes to accept the Plan and (ii) the midpofrReorganized FairPoint’s implied total
reorganized equity value range set fortlekhibit D to this Disclosure Statement. In addition,
as noted herein, the estimated recovery percefaddlowed FairPoint Communications
Unsecured Claims will vary depending upon whethas€7 votes to accept the Plan.



Class 5

Class 6

Class 7

Type of
Claim or
Equity

Interest

Legacy
Subsidiary
Unsecured
Claims

Estimated
Aggregate
Amount of
Allowed
Claims

Treatment

Distribution Date, if any, such

holder’s Ratable Proportion of

Cash Distributions out of the

Reserve that are no longer

required to be reserved for the

benefit of anyone other than the
holders of Allowed Prepetition

Credit Agreement Claims.

Unimpaired — not entitled to vote;$10.5
on the Distribution Date each million
holder of an Allowed Class 5

Legacy Subsidiary Unsecured

Claim will be paid an amount in

Cash equal to one hundred

percent (100%) of such holder’s
Claim.

NNE Subsidiary Unimpaired — not entitled to $12.3

Unsecured
Claims

FairPoint

vote; on the Distribution Date ~ million
each holder of an Allowed Class

6 NNE Subsidiary Unsecured

Claim will be paid an amount in

Cash equal to one hundred

percent (100%) of such holder’s

Claim.

Impaired — entitled to vote; on the$635.3

Communications Distribution Date each holder of million

Unsecured
Claims

2

an Allowed Class 7 FairPoint
Communications Unsecured
Claim will receive (a) if the Class
of such Claims votes to accept the

Estimated
Percentage
Recovery of
Allowed
Claims

100%

100%

16.99%

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

7) votes to accept the Plan and (ii) the midpofrReorganized FairPoint’s implied total
reorganized equity value range set fortliexhibit D to this Disclosure Statement. In addition,
as noted herein, the estimated recovery percefaddlowed FairPoint Communications
Unsecured Claims will vary depending upon whetliehsClass votes to accept the Plan. If the
class of FairPoint Communications Unsecured Claiatss to reject the Plan, the members of
the Ad Hoc Committee of Senior Noteholders or dsresel objects to the Plan, the members of
the Creditors’ Committee or its counsel objectth®Plan, or the Indenture Trustee or its
counsel objects to the plan, then the holders oPBaxt Communications Unsecured Claims
will not receive any Distributions under the Planazcount of their Claims.
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Class 8

Class 9

Class 10

Class 11

Type of
Claim or
Equity

Interest

Convenience
Claims

Subordinated
Securities
Claims

Subsidiary
Equity Interests

Old FairPoint
Equity Interests

Treatment Estimated
Aggregate
Amount of
Allowed
Claims

Plan, its Ratable Proportion of (i)

four million two hundred three

thousand three hundred fifty-two

(4,203,352) shares of the New

Common Stock and (ii) the New

Warrants or (b) if the Class of

such Claims votes to reject the

Plan, no Distributions under the

Plan.

Unimpaired — not entitled to vote;$3.3 million

on the Distribution Date each

holder of an Allowed Class 8

Convenience Claim will be paid

an amount in Cash equal to one

hundred percent (100%) of such

holder’s Claim.

Impaired — deemed to have $0

rejected the Plan and not entitled

to vote; a holder of an Allowed

Class 9 Subordinated Securities

Claim will not receive or retain

any interest or property under the

Plan on account of such Claim in

accordance with section 510(b) of

the Bankruptcy Code.

Unimpaired — deemed to have N/A

accepted the Plan and not entitled

to vote; on the Effective Date the

Subsidiary Equity Interests will

be Reinstated in accordance with

section 1124 of the Bankruptcy

Code.

Impaired — deemed to have N/A

rejected the Plan and not entitled

to vote; on the Effective Date the

certificates evidencing any and all

Class 11 Old FairPoint Equity

Interests will be cancelled and the

holders of any Equity Interests

will receive no Distributions

under the Plan on account of such

Xii

Estimated
Percentage
Recovery of
Allowed
Claims

100%

0%

Reinstated

0%



Class Type of Treatment Estimated Estimated

Claim or Aggregate  Percentage

Equity Amount of Recovery of

Interest Allowed Allowed
Claims Claims

Old FairPoint Equity Interests.

C. DESCRIPTION OF OTHER NECESSARY PROCEDURES

The hearing to determine whether to confirm thenPlas been scheduled to commence
on | |, 2010, at[_: ][ ].m. (New York tijteefore the Honorable Burton R. Lifland,
United States Bankruptcy Judge, in Room 623 ofthiged States Bankruptcy Court for the
Southern District of New York, One Bowling GreerewWYork, New York 10004. The
Confirmation Hearing may be adjourned from timéinee by the Bankruptcy Court without
further notice, except for an announcement of thieuaned date made at the Confirmation
Hearing. In addition, except as expressly providetthie Plan, the Plan may be modified
pursuant to section 1127 of the Bankruptcy Codey po, during or as a result of the
Confirmation Hearing, without further notice to pes in interest. At the Confirmation Hearing,
the Bankruptcy Court will determine whether theuiegments for confirmation of the Plan
under section 1129 of the Bankruptcy Code have batisfied and, if appropriate, will enter an
order confirming the PlanSee Section IX (“Voting Requirements”) and Sectigh
(“Confirmation of the Plan”). Both confirmation and consummation of the Plensabject to
certain conditions, which may either be waived by oint in its discretion, or jointly waived
by, as applicable, FairPoint and/or the Lenderr8tgeCommittee.See Section VI.J
(“Summary of Plan of Reorganization—Conditions Predent to the Effective Date”)

D. SUMMARY OF POST-CONSUMMATION OPERATIONS OF REORG ANIZED
COMPANY

Attached hereto dsxhibit B is projected financial information that forecatts
financial performance of Reorganized FairPoint tigtn2013.See Section VII.D (“Certain
Factors To Be Considered—Inherent Uncertainty ofaliReorganized Company’s Financial
Projections”). These projections are based on the current éssiplan for Reorganized
FairPoint. ALL CREDITORS ARE ADVISED AND ENCOURAGED TO REVIEW THE
PROJECTIONS SET FORTH IN EXHIBIT B IN THEIR ENTIRET Y BEFORE VOTING
TO ACCEPT OR REJECT THE PLAN. The ongoing post-Effective Date operations of
Reorganized FairPoint will be financed throughbiisiness operations and certain exit credit
facilities. See Section VI.F.3 (“Summary of Plan of Reorganizai—Means of
Implementation of the Plan—New Term Loan and New\Réver”).
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AMENDED DISCLOSURE STATEMENT FOR DEBTORS’ FIRST AME NDED JOINT
PLAN OF REORGANIZATION UNDER CHAPTER 11 OF THE BANK RUPTCY CODE

l.
INTRODUCTION

FairPoint submits this Disclosure Statement purstasection 1125 of the Bankruptcy
Code, for use in the solicitation of votes on thebidrs’ First Amended Joint Plan of
Reorganization under Chapter 11 of the BankruptogeQthe “Plat), which is attached as
Exhibit A to this Disclosure Statement. FairPoint has mhed fany other plan of reorganization
in connection with the Chapter 11 Cases.

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

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

A. DEFINITIONS

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

For purposes herein: (a) in the appropriate congadh term, whether stated in the
singular or the plural, will include both the sifmguand the plural, and pronouns stated in the
masculine, feminine or neutral gender will inclule masculine, feminine and the neutral
gender; (b) any reference herein to a contracteleastrument, release, indenture or other
agreement or document being in a particular forraroparticular terms and conditions means
that the referenced document will be substantiallppat form or substantially on those terms
and conditions; (c) any reference herein to antiegjslocument or exhibit having been filed or
to be filed will mean that document or exhibitjtasay thereafter be amended, modified or
supplemented; (d) unless otherwise stated, theswvitwetein,” “hereof” and “hereto” refer to the
Disclosure Statement in its entirety rather thaa particular portion of the Disclosure
Statement; (e) captions and headings to sectienmserted for convenience of reference only
and are not intended to be a part of or to afteetnterpretation hereof; (f) the rules of
construction set forth in section 102 of the Bapkey Code will apply; and (g) any term used in



capitalized form herein that is not otherwise dedirout that is used in the Bankruptcy Code or
the Bankruptcy Rules will have the meaning assigodtat term in the Bankruptcy Code or the
Bankruptcy Rules, as the case may be.

B. NOTICE TO HOLDERS OF CLAIMS IN VOTING CLASSES

This Disclosure Statement is being furnished taléd of Allowed Claims in the Voting
Classes for the purpose of soliciting their voteste Plan. This Disclosure Statement is also
being furnished to certain other creditors and o&émities for notice or informational purposes.
The primary purpose of this Disclosure Statemetd grovide adequate information to holders
of Allowed Claims in the Voting Classes to enahlelsholders to make a reasonably informed
decision with respect to the Plan prior to exengjghe right to vote to accept or reject the Plan.

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

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

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

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

CERTAIN OF THE INFORMATION CONTAINED IN THIS DISCLSURE
STATEMENT IS BY ITS NATURE FORWARD-LOOKING AND CONAINS ESTIMATES,
ASSUMPTIONS AND PROJECTIONS THAT MAY BE MATERIALLYDIFFERENT FROM
ACTUAL FUTURE RESULTS.



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

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

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

IRS CIRCULAR 230 NOTICE: TO ENSURE COMPLIANCE WITH IRS
CIRCULAR 230 HOLDERS OF CLAIMS AND EQUITY INTERESTS ARE HEREBY
NOTIFIED THAT: (A) ANY DISCUSSION OF FEDERAL TAX ISUES CONTAINED OR
REFERRED TO IN THIS DISCLOSURE STATEMENT IS NOT IRNDED OR WRITTEN
TO BE USED, AND CANNOT BE USED, BY HOLDERS OF CLAIMOR EQUITY
INTERESTS FOR THE PURPOSE OF AVOIDING PENALTIES THMAY BE IMPOSED
ON THEM UNDER THE INTERNAL REVENUE CODE; (B) SUCHISBCUSSION IS
WRITTEN IN CONNECTION WITH THE PROMOTION OR MARKE NG BY FAIRPOINT
OF THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; ANC) HOLDERS OF
CLAIMS AND EQUITY INTERESTS SHOULD SEEK ADVICE BASE ON THEIR
PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX AMISOR.

C. SOLICITATION PACKAGE

For the holders of Claims in Voting Classes ahefRecord Date, accompanying this
Disclosure Statement are copies of the followinguthoents (collectively with this Disclosure



Statement, the “Solicitation Packdpe1) the Plan, which is annexed to this Disclesu
Statement a&xhibit A; (2) a notice to Voting Classes; and (3) for hoddaf Allowed Claims in
the Voting Classes, a Ballot to accept or rejeetRhan.

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

D. VOTING PROCEDURES
1. General Information

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

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

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

If a holder of a Claim is classified in a VotingaSk under the Plan, such holder’s
acceptance or rejection of the Plan is importadtranst be in writing and filed by the Voting
Deadline (as defined herein). If Claims are heldiore than one Class and a holder is entitled
to vote in more than one Class, separate Ballost briused for each Class. A separate Ballot
must be used for each Claim. The holder of maae thne Claim classified in a single class of
Claims will be entitled to vote each such Claimasapely to accept or reject the Plan (despite
the fact that such holder may receive only oneddtir purposes of voting) and each such vote
will be counted separately in determining whetlher €lass within which such Claim is
classified has accepted or rejected the Plan. rlaogly, when you vote, you must use only the
Ballot or Ballots sent to you (or copies if necegsavith this Disclosure Statement.



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

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

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

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

If you wish to obtain an additional copy of the ®l¢his Disclosure Statement, the Ballot
or any exhibits to such documents, at your own eg@geunless otherwise specifically required
by Bankruptcy Rule 3017(d), please contact BMC @rdunc. by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 28880100 or by electronic mail at
fairpoint@bmcgroup.com.

E. CONFIRMATION HEARING

Pursuant to section 1128 of the Bankruptcy CodeBarkruptcy Rule 3017(c), the
Bankruptcy Court has scheduled the Confirmationridgao commence on | |, 2010
at[_: ][ ].m. (New York Time), or as soon thedfter as counsel may be heard, before the
Honorable Burton R. Lifland, United States Bankoypludge, in Room 623 of the United States
Bankruptcy Court for the Southern District of NewrK, One Bowling Green, New York, New
York 10004. THE BANKRUPTCY COURT HAS DIRECTED THAT OBJECTIONS, IF
ANY, TO CONFIRMATION OF THE PLAN MUST BE IN WRITING AND FILED
WITH THE CLERK OF THE BANKRUPTCY COURT AND SERVED S O THAT THEY
ARE RECEIVED ON OR BEFORE [ 1, 2010 AT [:__]1[]-M. (NEW YORK
TIME) BY:




Counsel for FairPoint:

Paul, Hastings, Janofsky & Walker LLP

75 East 55th Street New York, New York 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

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

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

With a copy to:

FairPoint Communications, Inc.

521 E. Morehead Street, Suite 500

Charlotte, North Carolina

Telephone: (704) 344-8150

Facsimile: (704) 344-1594

Email: ssowell@fairpoint.com

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

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

Kaye Scholer LLP

425 Park Avenue

New York NY 10022

Telephone: (212)

Facsimile: (212)

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

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

Counsel for the Creditors’ Committee:

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



United States Trustee:

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

New York, NY 10004

Attn:  Andrew D. Velez-Rivera

The Confirmation Hearing may be adjourned from tbméme by the Bankruptcy Court
without further notice except for the announcenadrthe adjourned date made at the
Confirmation Hearing or at any subsequent adjou@ewdfirmation Hearing.

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

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

A. BUSINESS OF FAIRPOINT
1. General

FairPoint was founded as MJD Communications, imd991. From its inception,
FairPoint was established for the purpose of aoguand operating local telephone companies
in rural markets. As of September 30, 2009, FamPtad approximately 4,140 employees,
including approximately 2,700 who were represemgthbor unions. For the year ended
December 31, 2008, FairPoint had revenues of appeigly $1.275 billion on a consolidated
basis. As of September 30, 2009, FairPoint’s utedadonsolidated financial statements
reflected assets with a book value totaling appnately $3.206 billion and liabilities totaling
approximately $3.289 billion.



2. Corporate Structure

The following chart generally depicts FairPointtsmorate structure:

FairPoint Communications, Inc.

(formerly known as MJD Communications, Inc.)

(Delaware)
I I I I I I I |
ST Northern Enhanced FairPoint MJD FairPoint Carrier FairPoint MJD
Enterprises, New England Communications Logistics, Services Services, Inc. (fik/a Broadband, Ventures,
Ltd. Telephone of Northern New Inc. Corp. FairPoint Inc. Inc.
(Kansas) Operations England Inc. (South (Delaware) Communications (Delaware) (Delaware)
LLC (Delaware) Dakota) Solutions Corp.,
(Delaware) f/k/a FairPoint
Communications
Corp.)
(Delaware’
Subsidiaries Subsidiary Subsidiaries Subsidiaries Subsidiaries

Each of the subsidiaries is a party to the ChapteCases.

3. Markets

As of September 30, 2009, approximately 64% offra@imt’s access lines served
residential customers, 28% served business cusscemer8% served wholesale customers. The
table below illustrates how FairPoint’s access éqgeivalents were dispersed among the various
states it serves as of September 30, 2009:

State Access Line
Equivalent(1)

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




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

(2) Includes Massachusetts, Georgia and Alabama.

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

4. Services

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

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

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

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

Data and Internet Service§airPoint offers broadband internet access igaad
subscriber line (“DSI) technology, fiber-to-the-home “FAST” technologiedicated T-1
connections, internet dial-up, high speed cableanmodnd wireless broadband. FairPoint also
offers related internet services to its customaduding internet protocol address registration,
basic website design and hosting, domain hamecs=rand web-based e-mail services.

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

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

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




owed to other telecommunications carriers for ldisgance services. Long distance carriers
purchase such billing and collection services fieairPoint.

Directory Services FairPoint, through contracts with directory seeg companies,
publishes telephone directories for its customeias finajority of the locations in which it
operates local exchange carriers. These direstprvide white page listings, yellow page
listings and community information listings.

5. Competition

The Telecommunications Act of 1996 and other astiaken by the Federal
Communications Commission_(*FC)Cand state regulatory authorities promote contjoetiin
the provision of communications services. FairPtanes robust wireline and/or wireless
competition from numerous competitive providersnast of the areas FairPoint serves.

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

Internet Competition Internet services and other broadband servieealso highly
competitive, and FairPoint expects that competitidhcontinue to intensify. Internet services,
meaning both Internet access (wired and wirelass)oa-line content services, are provided
primarily by Internet service providers, satelltased companies, long distance carriers,
wireless companies and cable television compaMasy of these companies provide direct
access to the Internet and a variety of supposg@rgices to businesses and individuals. In
addition, many of these companies, such as Mict@saf Yahoo!, offer on-line content services
consisting of access to closed, proprietary infdromanetworks. Electric utility companies,
utilizing broadband over power lines technologyldooffer an additional threat in this area as
they look to leverage their embedded assets to aate lines of business. Cable television
operators, among others, have aggressively entieeddternet access business. Satellite
companies are also offering broadband access totdmet, primarily to remote, unserved
locations. Municipalities, public utilities andiyeite business receiving government stimulus
funds may also choose to enter the Internet adnessess.

Voice Over Internet Protocol CompetitioNoice over internet protocol (“VolPservice
is increasingly being embraced by all industry ipgrants. VolP service involves the routing of
voice calls over the public Internet or privatenworks, through packets of data instead of
transmitting the calls over the existing public teled telephone network. This routing
mechanism may give VoIP service providers a coga@idge, and enable them to offer services
to end users at a lower price. While current VgiBlizations typically complete calls using
incumbent local exchange carrier infrastructure agigvorks, as VolP services obtain
acceptance and market penetration and technolognads further, a greater number of calls
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may be placed without utilizing the public switchtetephone network. The proliferation of
VoIP, particularly to the extent these calls do wmiilize FairPoint’s local exchange carriers’
networks or are accorded different regulatory treatt, may result in an erosion of FairPoint’s
customer base and loss of local, long distancenatwlork access revenues.

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

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

Wireless Competitianln most of FairPoint’s service areas it facespetition from
wireless technology and, as technology and ecorsafiscale continue to improve, competition
from wireless carriers is expected to continuentwaase. In addition, the FCC’s requirement that
telephone companies offer wireline-to-wireless nanpmrtability is expected to increase the
competition FairPoint faces from wireless carri@ise NNE Operations’ service areas represent
both rural and small urban markets and tend to bater wireless coverage than those of the
historical operations of FairPoint. Wireless conitjat is more robust in these service areas.

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

6. Regulatory

In its normal operations apart from the ChapteCases, FairPoint is subject to
regulation primarily by federal and state governtakagencies. At the federal level, the FCC
generally exercises jurisdiction over the facitend services of communications common
carriers, such as FairPoint, to the extent thosiéitfas are used to provide, originate or termeat
interstate or international communications. Pubtility commissions (“PUCS} are the state
regulatory commissions that generally exercisesgliction over common carriers’ facilities and
services to the extent those facilities are usqadwgide, originate or terminate intrastate
communications. Certain of these regulatory regiaféect FairPoint’s revenues (positively and
negatively) because they impose price caps orghbgidize high-cost operations in rural areas
of the United States where FairPoint operates. aktiscussion of the specific restrictions and
other regulations to which FairPoint’s businessulgject, please refer to “ltem 1—Business—
Regulatory Environment” in FairPoint CommunicatioAanual Report on Form 10-K for the
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fiscal year ended December 31, 2008, filed withSkeurities and Exchange Commission on
March 5, 2009.See Section V.F.1 (“Overview of Chapter 11 Cases-hddiMaterial
Information—PUC Negotiations”).

7. Legal Proceedings Outside the Bankruptcy Court

FairPoint is involved in litigation arising in tlmdrmal course of business and also in
connection with the Chapter 11 Cases. The outcdrti@solitigation is not expected to have a
material impact on FairPoint’s financial statemesttprojections. In addition, to the extent
FairPoint is currently involved in any litigatioma@/or regulatory proceedings, most of these
proceedings have been stayed as a result of the @f the Chapter 11 Cases.

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

1. Overview

On January 15, 2007, FairPoint Communications edtgto an agreement and plan of
merger with Verizon and Spinco pursuant to whiclif@nt Communications committed to
purchase Verizon’s landline operations in MainewNtampshire and Vermont. The transaction
required Verizon to contribute specified assetslaulities of the local exchange businesses of
Verizon New England Inc. and other Verizon subsidgin Maine, New Hampshire and
Vermont to Spinco and the related long distanceimtgtnet service provider businesses in those
states to subsidiaries of Spinco. After extengederal and state regulatory review and
approval, on March 31, 2008, Spinco was merged anthinto FairPoint Communications, with
FairPoint Communications being the surviving entityhe Merger.

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

Following the acquisition of the NNE OperationsirPaint faced significant short- and
long-term challenges, including, among other thifigmtegrating the NNE Operations with pre-
Merger FairPoint, (ii) keeping pace with competitipom bundled offerings by cable
companies, as well as the use of alternative tdobres, which are eroding FairPoint’s
traditional base of wireline voice customers, ipnitoring, repairing and upgrading the
existing telecommunications network in the NNE @pens, while simultaneously building a
new next generation IP based network and (iv) ararog the difficulty of transitioning certain
back-office functions from Verizon’s integrated ®mas to newly created systems of FairPoint,
which occurred in January 2009 (hereinafter, thett@er’).

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

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

2. Cutover

During 2007, 2008, and into January 2009, FairPd@veloped and deployed new
systems, processes and personnel to operate theOypREtions.

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

Following Cutover, FairPoint experienced increagextessing time by customer service
representatives for new orders, increased proagsisie for customer invoices and an inability
to execute automated collection treatment effofisese issues negatively impacted customer
satisfaction and resulted in large increases itooosr call volumes into FairPoint’s customer-
service centers and delayed the installation, re@eaid upgrades of services. While many of
these issues were anticipated, the magnitude dfitheulties experienced was beyond
FairPoint’s expectations.
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In the first nine months of 2009, FairPoint incur&28.8 million of incremental
expenses in order to operate its business, indutiind-party contractor costs and internal labor
costs in the form of overtime pay. The Cutover atsquired significant staff and senior
management attention.

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

On October 9, 2009, FairPoint Communications edter® a Settlement Agreement and
Release (the “Capgemini Settlement Agreefexith Capgemini. Under various contracts
between Capgemini and FairPoint Communicationsimy@ced amounts and certain deferred
amounts totaled approximately $49.8 million. Parguo the Capgemini Settlement Agreement,
Capgemini agreed to continue to provide servicdsaidPoint in exchange for FairPoint paying
Capgemini ongoing fees plus $30 million of the té#0.8 million, with FairPoint paying $15
million upon execution of the Capgemini Settlem&gteement and an additional $15 million
due on December 31, 2009. The Capgemini Settlefgmtement also allows Capgemini to,
among other things, assert an allowed unsecur@d elgainst FairPoint Communications in the
Chapter 11 Cases (to which FairPoint Communicataiisiot object) for the remaining balance
of approximately $19.8 million. FairPoint also egd to assume the Capgemini Settlement
Agreement and certain contracts with Capgemini.thbd end, on November 16, 2009, FairPoint
Communications filed its motion for Order, pursuamBankruptcy Code Sections 105(a), 363
and 365 and Bankruptcy Rules 6006 and 9019, AutimgyiDebtors to Assume Certain
Agreements and Settle Certain Related Claims CamgeCapgemini U.S. LLC. FairPoint
Communications and Capgemini have adjourned therfgean such motion to March 3, 2010,
and subsequently agreed to delay the payment ofrllibn that was originally due on
December 31, 2009 until after the Bankruptcy Ceuwtnsideration of the motion.

3. Increased Regulatory Burdens

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

4. Market Conditions

FairPoint’s financial well-being also has been Hoyrthe current economic downturn and
continued aggressive competition, particularlyhe Northern New England markets it serves.
FairPoint’s consolidated revenues decreased byajpately $60.0 million, or 18.3%, to
$268.3 million in the third quarter of 2009 comphte the same quarter of 2008. Revenues in
each of FairPoint’s business lines have also begacted by the weak economy, which has
caused a decrease in discretionary consumer sggeadd) correspondingly, an increase in
access line losses for FairPoint. As a resulhe$¢ and other factors, FairPoint experienced a
net loss in the third quarter of 2009 of approxieha$77.3 million and a net loss in the first nine
months of 2009 of approximately $103.9 million casnpared to a net loss of approximately
$25.1 million in the third quarter of 2008 and metome of approximately $7.5 million in the
first nine months of 2008.

A portion of these losses can also be attributetiéazigorous and growing competition
in the communications and technology industries.a4esult of the increasingly competitive
marketplace in which FairPoint operates, over #s¢ $everal years FairPoint has experienced
decreasing revenues and a decline in customersy bfaFairPoint’s direct regional
competitors, including other local cable and ingnoroviders, took advantage of both the
lengthy approval period for the Merger as wellltesdelayed Cutover and operating issues
experienced as a consequence of Cutover by offagggessive pricing on bundled packages of
services and claiming to offer more reliable sezviSee Section 1.A.5 (“Overview of
FairPoint and its Business and Certain Key Eventsdding to the Commencement of the
Chapter 11 Cases—Business of FairPoint—Competitipn”

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

5. Initial Out of Court Restructuring Initiatives

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

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

Although FairPoint was able to successfully consatenthe Exchange Offer and, as a
result, was able to maintain compliance with timarficial covenants contained in the Prepetition
Credit Agreement for the measurement period ended 30, 2009, the Exchange Offer did not
provide a sufficient reduction in FairPoint’'s casterest expense to prevent a potential breach of
the interest coverage ratio maintenance covenahteifrepetition Credit Agreement for the
measurement period ended September 30, 2009.ditioagl FairPoint anticipated that it would
be in breach of the leverage ratio maintenanceravean the Prepetition Credit Agreement as
early as the measurement period ended Septemb20@39,

Such breaches would have permitted the lenders tineérepetition Credit Agreement
and certain interest rate swap creditors (the “®&irepn Credit Agreement Lendéjgo
accelerate the maturity of the loans outstandiegetinder, seek foreclosure upon any collateral
securing such loans and terminate any remainingraoments to lend to FairPoint. If the
Prepetition Credit Agreement Lenders had exercsseth remedies, FairPoint did not believe
that it could refinance the Prepetition Credit Agreent on reasonable terms, or at all, in the then
prevailing lending environment.

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

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

Following unsuccessful negotiations with the hosdefrthe Senior Notes, FairPoint
entered into discussions with certain of the leadgrder the Prepetition Credit Agreement. On
September 25, 2009, FairPoint Communications artdineof its subsidiaries entered into a
forbearance agreement (the “Forbearance Agreémeith lenders holding approximately 65%
of the loans and commitments outstanding undePtkpetition Credit Agreement (the
“Forbearing Prepetition Credit Agreement Lenderd he Forbearance Agreement permitted
FairPoint to forgo certain principal and intereayments due on September 30, 2009 under the
Prepetition Credit Agreement and under its SwapeAgrents. Further, subject to no intervening
defaults, the Forbearing Prepetition Credit Agreeinhi@nders agreed to forbear from
accelerating the maturity of the loans outstandinder the Prepetition Credit Agreement and
from exercising any other remedies thereunder @tibber 30, 2009 if FairPoint failed to meet
certain interest coverage ratio and leverage cat@nants contained in the Prepetition Credit
Agreement for the measurement period ended Septe36b2009.

In addition, on September 25, 2009, FairPoint Comgations entered into a
forbearance agreement (the “Wachovia Forbearanceefxtent) with Wachovia Bank, N.A.
(“Wachovid) relating to the Wachovia Swap Agreement. Punst@athe Wachovia
Forbearance Agreement, subject to no intervenifiguits, Wachovia agreed until October 30,
2009 not to exercise any of its rights or remedigder the Wachovia Swap Agreement if
FairPoint failed to make a payment that was duesutite Wachovia Swap Agreement on
September 30, 2009.

Finally, on September 25, 2009, FairPoint Commuidoa entered into a forbearance
agreement (the “Morgan Stanley Forbearance Agregmaith Morgan Stanley Capital
Services Inc. (“Morgan Stanl§yrelating to the Morgan Stanley Swap Agreemdptirsuant to
the Morgan Stanley Forbearance Agreement, suljea intervening defaults, Morgan Stanley
agreed until October 30, 2009 not to exercise drig oights or remedies under the Morgan
Stanley Swap Agreement if FairPoint failed to makgyment that was due under the Morgan
Stanley Swap Agreement on September 30, 2009.

6. The Plan Term Sheet

Following the execution of the forbearance agreemeéescribed above, FairPoint
engaged in extensive negotiations with the Lendeer8hg Committee regarding a
recapitalization of its significant indebtednes&ibsequently, FairPoint and the Lender Steering
Committee reached agreement on the Plan Term Shieet) sets forth the terms of a
restructuring plan that will significantly delivEairPoint’s balance sheet, including the
conversion of approximately $1.7 billion of debtetguity. Evidencing their support of the Plan
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Term Sheet, the members of the Lender Steering Geenhave executed the Plan Support
Agreement by which the members of the Lender StgeZiommittee agreed to support the Plan
that substantially embodies the terms containgtarPlan Term Sheet. In addition, other
secured lenders under the Prepetition Credit Agee¢nvho signed a confidentiality agreement
and received non-public information have also etegtthe Plan Support Agreement as of
October 25, 2009. In total, holders of in excdss08%6 (inclusive of the members of the Lender
Steering Committee) of FairPoint’s outstanding sedwebt under the Prepetition Credit
Agreement have executed the Plan Support Agreement.

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

C. OPERATIONS AFTER EMERGENCE FROM CHAPTER 11

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

After the Effective Date of the Plan, FairPointiiave de-levered its balance sheet to an
appropriate level for its cost structure, positranFairPoint to achieve profitability on a long-
term basis. FairPoint is confident that the corgteof its restructuring efforts will allow
FairPoint to focus its resources on the operatfatsdousinesses, will result in an appropriate
capital structure for FairPoint that will signifitly strengthen its financial condition and
liquidity and position FairPoint to compete moréeefively in a dynamic marketplace. Given
FairPoint’s core strengths, which include an exgered workforce and extensive network
equipment and facilities, and, with the aid of deafd 1, FairPoint is positioned to achieve its
long-term goal of becoming the preferred commuiocat provider for businesses and
residential customers throughout the markets FaitRerves.

Attached hereto dsxhibit B is projected financial information that forecatts
financial performance of Reorganized FairPoint tigtn2013.See Section VII.D (“Certain
Factors To Be Considered—Inherent Uncertainty of@liReorganized Company’s Financial
Projections”). These projections are based on the current lasplan for Reorganized
FairPoint. ALL CREDITORS ARE ADVISED AND ENCOURAGED TO REVIEW THE
PROJECTIONS SET FORTH IN EXHIBIT B IN THEIR ENTIRET Y BEFORE VOTING
TO ACCEPT OR REJECT THE PLAN. The ongoing post-Effective Date operations of
Reorganized FairPoint will be financed through rexes generated by business operations and
by certain exit credit facilitiesVI.F.2 (“Summary of Plan of Reorganization—Means of
Implementation of the Plan—New Term Loan and New\Réver”).
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[I.
PREPETITION OBLIGATIONS AND CAPITAL STRUCTURE

As of the Petition Date, FairPoint had approximas.7 billion of total funded debt
outstanding, including approximately $2.1 billiohAdlowed Prepetition Credit Agreement
Claims (consisting of approximately $2 billion owadder the Prepetition Credit Agreement and
approximately $98.8 million owed under the Swape&gnents) and approximately $575 million
in Senior Notes, including accrued interest. FaimPestimates that under its existing debt
structure, it would have incurred more than $20Mioni in interest costs during 2009, of which
$165 million was incurred during the first nine ntw of this year. In addition, as of the Petition
Date, FairPoint had approximately $60 million imgeal trade obligations.

A. PREPETITION CREDIT AGREEMENT

On March 31, 2008, immediately prior to the MergeaairPoint Communications and
Spinco entered into the Prepetition Credit Agreeimansisting of (a) a revolver in an aggregate
principal amount of $200 million (the “RevolVgrincluding a swingline sub-facility in the
amount of $10 million and a letter of credit sulbility in the amount of $30 million (the “Letter
of Credit Subfacility); (b) a term loan A facility in an aggregate mmipal amount of $500
million (the “Term Loan A Facilit}); (c) a term loan B facility in the aggregatenmipal amount
of $1.13 billion (the “Term Loan B Facilityand together with the Term Loan A Facility, the
“Term Loan$) and (d) a delayed draw term loan in an aggrepéteipal amount of $200
million (the “Delayed Draw Term Lodh Spinco drew $1.16 billion under the Term Loans
immediately prior to its spin-off from Verizon, tipeoceeds of which were paid to Verizon.
FairPoint then drew $470 million under the Term h®and $5.5 million under the Delayed
Draw Term Loan concurrently with the closing of erger. Since the Merger closed,
FairPoint has drawn the remaining $194.5 milliodemthe Delayed Draw Term Loan. In
addition, as of September 30, 2009, FairPoint fadblved $150.0 million under the Revolver
and letters of credit had been issued for $18.2anilAccordingly, as of September 30, 2009,
the remaining amount available under the Revohes $2.1 million. FairPoint also had pending
commitments for additional letters of credit tatgli$0.7 million, as of September 30, 2009.

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

Pursuant to the Prepetition Pledge Agreement betweePrepetition Pledgors (as
defined herein) and Bank of America, N.A. (successdinterest to LCPI), as collateral agent, all
obligations owing by FairPoint Communications anel dother Prepetition Credit Agreement
Lenders under the Prepetition Credit Agreementretated credit documents and interest rate
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agreements entered into by any of the Prepetitiedgérs with any Prepetition Credit
Agreement Lender (or affiliate thereof) (“PrepetitiCredit Agreement Clairfjsare secured by
(i) all promissory notes issued by or held by Fain® Communications, MJD Ventures, Inc.,
MJD Services Corp., S T Enterprises, Ltd., FairPGiarrier Services, Inc., FairPoint
Broadband, Inc., FairPoint Logistics, Inc., Enhah€@@mmunications of Northern New England
Inc., Utilities, Inc., C-R Communications, Inc., @erco, Inc., GTC Communications, Inc., St.
Joe Communications, Inc., Ravenswood Communicationsand Unite Communications
Systems, Inc. (collectively, the “Prepetition Pleds)); (i) 100% of the equity interests owned
or held by each of the Prepetition Pledgors in@dmyestic or partnership or limited liability
company (including, without limitation, in the casiepartnerships and limited liability company
interests, all rights to profits, distributions amtther amounts in respect thereof); (iii) 100% of
the non-voting equity interests and 65% of thel tabdéing equity interests owned or held by each
Prepetition Pledgor in its foreign subsidiariegniy; and (iv) all proceeds, if any, of the
foregoing, subject to certain qualifications, irdihg applicable regulatory approval prior to
enforcement of these rights by the administratyend under the Prepetition Credit Agreement.

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

As of the Petition Date, the following amounts (exiing accrued interest) were
outstanding under the Prepetition Credit Agreem@)tapproximately $29.7 million in
aggregate principal amount under the LCPI Loansagproximately $120 million in aggregate
principal amount under the Revolver; (c) approxeha$492 million in aggregate principal
amount under the Term A Facility; (d) approximatgly3 billion in aggregate principal amount
under the Term B Facility; and (e) approximatel $dillion in aggregate face amount of
undrawn letters of credit issued to third part@sthe account of FairPoint under the Letter of
Credit Subfacility.

The Term Loan B Facility and the Delayed Draw Témwan would have matured in
March 2015 and the Revolver, the LCPI Loans and'dren Loan A Facility would have
matured in March 2014.

Prior to the filing of the Chapter 11 Cases, FamPfailed to make principal and interest
payments due under the Prepetition Credit Agreemer@eptember 30, 2009. The failure to
make the principal payment constituted an evedieddult under the Prepetition Credit
Agreement and the failure to make the interest matroonstituted an event of default under the
Prepetition Credit Agreement after the expiratiba @ve business day grace period. An event
of default under the Prepetition Credit Agreemesrits the lenders under the Prepetition
Credit Agreement to accelerate the maturity ofitla®s outstanding thereunder, seek foreclosure
upon any collateral securing such loans and ter@iaay remaining commitments to lend to
FairPoint. In addition, the filing of the Chaptiek Cases constituted an event of default under
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the Prepetition Credit Agreement. FairPoint bedgethat any efforts to enforce payment
obligations under the Prepetition Credit Agreenaptstayed as a result of the filing of the
Chapter 11 Cases.

B. ORIGINAL SENIOR NOTES AND EXCHANGE OFFER SENIOR NOT ES

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

On July 29, 2009, FairPoint successfully consumthtite Exchange Offer for certain of
the Original Senior Notes. Pursuant to the Excbhddfier, $439.6 million in the aggregate
principal amount of the Original Senior Notes (Whamount was equal to approximately 83%
of the then-outstanding Original Senior Notes) emshanged for $439.6 million aggregate
principal amount of Exchange Offer Senior Notas addition, pursuant to the terms of the
Exchange Offer, an additional $18.9 million aggtegaincipal amount of Exchange Offer
Senior Notes was issued to holders who tendered@higinal Senior Notes in the Exchange
Offer as payment for accrued and unpaid interesherexchanged Original Senior Notes up to,
but not including, the Settlement Date. In tandeth the Exchange Offer, FairPoint solicited
consents from holders of the Original Senior Ndtesertain amendments to the indenture
governing the Original Senior Notes (the “Origianior Notes Indentufeto eliminate or
amend substantially all of its restrictive coversaautd modify a number of the events of default
and certain other provisions previously contaimethe Original Senior Notes Indenture.

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

In connection with the Exchange Offer and the gpoading consent solicitation,
FairPoint also paid a cash consent fee of $1.6anilh the aggregate to holders of Original
Senior Notes who validly delivered consents in stmisent solicitation and did not revoke their
consents prior to a specified early consent deadlirhe Exchange Offer, in turn, resulted in
cash savings of $28.8 million from the conversiboartain cash interest to non-cash.

Prior to the filing of the Chapter 11 Cases, FamPfailed to make the October 1, 2009
interest payment on the Senior Notes. The fatlomake the interest payment on the Senior
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Notes constituted an event of default under thedd®iotes upon the expiration of a thirty day
grace period. An event of default under the SeNmtes permits the holders of the Senior Notes
to accelerate the maturity of the Senior Notesaddition, the filing of the Chapter 11 Cases
constituted an event of default under the Exch@ifier Senior Notes. FairPoint believes that
any efforts to enforce payment obligations under3knior Notes are stayed as a result of the
filing of the Chapter 11 Cases.

C. DERIVATIVE FINANCIAL INSTRUMENTS

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

The occurrence of an event of default under thediteon Credit Agreement constituted
an event of default under the Swap Agreementadtttion, FairPoint failed to make payments
due under the Swap Agreements on September 30, 200¢h failure resulted in an event of
default under the Swap Agreements upon the expirati a three business day grace period.
Furthermore, the filing of the Chapter 11 Casestitited an event of default under the Swap
Agreements.

On October 28, 2009, Wachovia delivered a NoticArabunt Due Following Early
Termination to FairPoint Communications (the "Waghd\otic€) notifying FairPoint
Communications that an “Early Termination Date” ln@durred under the Wachovia Swap
Agreement and that the outstanding amounts ow®dachovia under the Wachovia Swap
Agreement total approximately $59.2 million on #ftective date of the Wachovia Notice. On
October 26, 2009, Morgan Stanley delivered a Naifdevent of Default under the Morgan
Stanley Swap Agreement to FairPoint Communicationsfying FairPoint Communications
that an “Early Termination Date” had occurred. thar, on November 5, 2009, Morgan Stanley
delivered a Notice under Pledge Agreement (the ‘@darStanley Noticg notifying Bank of
America, N.A. as administrative agent under the®tigon Credit Agreement, that the
outstanding interest rate obligations owed to Mor§tanley under the Morgan Stanley Swap
Agreement total approximately $39.6 million, plug/additional accrued interest, expenses and
fees. Based on the information provided in the Mé&@ Notice and the Morgan Stanley
Notice, the net liability of FairPoint Communicat®under the Swap Agreements equals
approximately $98.8 million, plus fees, costs atitkpexpenses. The obligations under the
Swap Agreements rargari passuwwith the obligations under the Prepetition Créditeement
and are secured by the same collateral securinglligeations under the Prepetition Credit
Agreement.
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V.
CORPORATE GOVERNANCE AND MANAGEMENT (PRE AND POST
REORGANIZATION)

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

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

Executive Officers

Name Position

David L. Hauser Chairman of the Board of Directansl Chief Executive
Officer

Peter G. Nixon President

Alfred C. Giammarino Executive Vice President artdet Financial Officer

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

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

Lisa R. Hood Senior Vice President and Controller

Thomas E. Griffin Vice President and Treasurer

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

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

Peter G. Nixon In July 2007, Mr. Nixon was appointed as Fairf@ommunications’
President. Prior to assuming this role, Mr. Nix@ual lserved as FairPoint Communications’ Chief
Operating Officer since November 2002. Previoully, Nixon was FairPoint Communications’
Senior Vice President of Corporate Development flahruary 2002 to November 2002 and
President of FairPoint Communications’ Telecom @réom April 2001 to February 2002.

Prior to this, Mr. Nixon served as President offFaint Communications’ Eastern Region
Telecom Group from June 1999 to April 2001 and ideeg of Chautauqua and Erie Telephone
Corporation (“*C&E), from July 1997, when FairPoint Communicatiorsj@ired C&E, to June
1999. From April 1, 1989 to June 1997, Mr. Nixonveel as Executive Vice President of C&E.
From April 1, 1978 to March 31, 1989, Mr. Nixoneed as Vice President of Operations for
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C&E. Mr. Nixon has served as the past ChairmamefNew York State Telecommunications
Association from June 1996 to June 1998.

Alfred C. Giammarino In September 2008, Mr. Giammarino was appoiateBairPoint
Communications’ Executive Vice President and Chieincial Officer. Prior to joining
FairPoint Communications, Mr. Giammarino was emptbipy Sensus Metering Systems, where
he served as Chief Financial Officer from Decenfi¥7 to May 2008 and as a Senior Financial
Consultant for July and August 2008. Previously, Biammarino was employed as Executive
Vice President and Chief Financial Officer of StsaGlobal Corporation from May 2004 to
September 2007. Prior to that, Mr. Giammarino wapleyed by Verizon Communications Inc.,
where he served as Senior Vice President and Ehliahcial Officer of Verizon’s international
and information services group from June 2000 todbeber 2003, and with GTE Corporation,
where he was Senior Vice President of Finance dethihg from 1998 to 2000. Mr.
Giammarino is certified as a public accountant ewNy ork.

Jeffrey W. Allen In July 2009, Mr. Allen was appointed FairPdd@mmunications’
Executive Vice President, Northern New England @pens. Previously, Mr. Allen served as
FairPoint Communications’ Executive Vice Presidé&ntternal Relations from May 2008 to July
2009 and Assistant Vice President, Customer Omgrsfrom June 2007 to May 2008. Prior to
joining FairPoint Communications, Mr. Allen servasl General Manager, Wireless for
Datapath, Inc. from December 2005 to June 2007f@Executive Officer of Third Rail
Americas, Inc. from January 2005 to December 280&sident, Chief Executive Officer and
Chairman of the Board of Intellispace, Inc. fronmd2001 to June 2004 and Chief Operating
Officer of Intellispace, Inc. from April 2000 to de 2001.

Shirley J. Linn In March 2006, Ms. Linn was appointed as FamPGommunications’
Executive Vice President, General Counsel and S&agtePreviously, Ms. Linn served as
FairPoint Communications’ Senior Vice Presidentn&al Counsel and Secretary from
September 2004 to March 2006. Ms. Linn has sergdea@Point Communications’ General
Counsel since October 2000, FairPoint Communicatigice President since October 2000,
and FairPoint Communications’ Secretary since Dé@grd000. Prior to joining FairPoint
Communications, Ms. Linn was a partner, from 1382Q00, in the Charlotte, North Carolina
law firm of Underwood Kinsey Warren & Tucker, P.&here she specialized in general
business matters, particularly mergers and acensit

Lisa R. Hood In February 2008, Ms. Hood was appointed adeamt Communications’
Senior Vice President and Controller. In additibls, Hood served as FairPoint
Communications’ Interim Chief Financial Officer dhuyg the period between John Crowley’s
resignation, effective August 15, 2008, and Mr.r@i@arino’s appointment as FairPoint
Communications’ Chief Financial Officer on Septembg2008. Prior to her appointment as
Senior Vice President and Controller, Ms. Hood edras FairPoint Communications’ Chief
Operating Officer—FairPoint Telecom Group from A@007 to February 2008. Ms. Hood also
served as FairPoint Communications’ Senior Vicesident and Controller from July 2004 to
March 2007 and as FairPoint Communications’ VioceskRient and Controller from December
1993 to July 2004. Prior to joining FairPoint Commuations, Ms. Hood was employed by a
local public accounting firm in Kansas from 19881&93. Ms. Hood is certified as a public
accountant in Kansas.
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Thomas E. Griffin In December 2005, Mr. Griffin was appointed Paint
Communications’ Treasurer, and, in early 2008, agsointed a Vice President. Mr. Griffin
joined FairPoint Communications in January 2008 ssstant Treasurer and served as FairPoint
Communications’ General Manager of Wireless Broadbaperations from December 2003
through March 2005. Previously, Mr. Griffin was doyed by Sealand Service, Inc. as Assistant
Treasurer from September 1997 to January 2000 wieeveas responsible for worldwide cash
management and as Director of Financial Planning:foope for Sealand Service, Inc. from
September 1995 to September 1997.

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

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

Directors

Name Position

David L. Hauser Chairman of the Board of Directansl Chief Executive
Officer

Thomas F. Gilbane, Jr. Director

Claude C. Lilly Director

Robert S. Lilien Director

Jane E. Newman Director

Michael R. Tuttle Director

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

Thomas F. Gilbane, Jrin March 2008, Mr. Gilbane was appointed asraatior of
FairPoint Communications. Mr. Gilbane is the Prestcand Chief Executive Officer of Gilbane
Inc., the parent company of Gilbane Building Compand Gilbane Development Company,
and the Chairman and Chief Executive Officer ob&@iie Building Company, one of the
nation’s largest general contractors and consttaahanagers. Mr. Gilbane also serves as a
director and audit committee member of Gilbane, land as a director of both Gilbane Building
Company and Gilbane Development Company. Priossom@ing his current roles, Mr. Gilbane
served as President and Chief Operating Offic&ilifane Building Company from 1997 to
January 2004.

Claude C. Lilly In February 2005, Dr. Lilly was appointed asractor of FairPoint
Communications. Dr. Lilly is currently serving agdh of the College of Business and
Behavioral Science at Clemson University. Previguskt. Lilly served as Dean and James J.
Harris Chair of Risk Management and Insurance @Balk College of Business Administration
at the University of North Carolina at Charlotteheve he was employed from July 1997 to June
2007. Dr. Lilly has served as Assistant Deputy tasae Commissioner for the State of Georgia
and as a director of several corporations. He otigreerves on the audit committee of the Board

25



of Pensions of the Presbyterian Church and is treer®f the board of the Charlotte branch of
the Federal Reserve Bank of Richmond. Dr. Lillyatsirrently sits on the board of directors of
the Erie Insurance Group, where he serves as tieafthe audit committee and as a member
of the investment and strategic planning committBesLilly earned the Chartered Property and
Casualty Underwriter and Chartered Life Underwritesignations and is a member of numerous
professional associations.

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

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

Michael R. Tuttle In March 2008, Mr. Tuttle was appointed as adior of FairPoint
Communications. Mr. Tuttle has served as the Peesidnd Chief Executive Officer of
Merchants Bank, a commercial bank with headquanteBairlington, Vermont, since January
2006. Mr. Tuttle has also served, since January 289the President and Chief Executive
Officer and as a director of Merchants Bancshdnes, the parent company of Merchants Bank.
Prior to assuming his current responsibilities, Wuttle served as Chief Operating Officer and
Senior Lender of Merchants Bank from 1997 througfb32 He also serves on the boards of the
Vermont Bar Foundation, United Way of Chittendoru@ty, Vermont and Burlington,
Vermont’'s Flynn Center for the Performing Arts.

2. Reorganized FairPoint Communications’ Directors

As contemplated by the Plan, Reorganized FairReambmunications will have a nine
person board of directors. Initially, seven of New Board members will be nominated by the
Lender Steering Committee (it being understood tt@at_ender Steering Committee will
consider residents of northern New England amoegémdidates for certain of the New Board
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seats and that at least one of the members oféaeBbard nominated by the Lender Steering
Committee will be a resident of northern New Endlamne of the New Board members will be
Reorganized FairPoint Communications’ chief exeeutfficer and one of the New Board
members will be nominated by the steering commitfabe Ad Hoc Committee of Senior
Noteholders (in consultation with the Creditors’@uittee and the Ad Hoc Committee of
Senior Noteholders), if the class of FairPoint Caminations Unsecured Claims votes to accept
the Plan;_providechowever that in the event that a member of the New Bbasinot been
nominated pursuant to Section 8.6.2(b)(i)(C) ofRthen by the Plan Supplement filing deadline,
then the Persons described therein will lose tigiit to nominate a member of the New Board
and the Lender Steering Committee will have thbtrig nominate an additional member of the
New Board; providedfurther, that if the Lender Steering Committee determim&sto nominate
an additional member of the New Board then the remobdirectors on the New Board will be
reduced to eight and seven of such members of ¢we Bbard will be nominated by the Lender
Steering Committee. If the class of FairPoint Camioations Unsecured Claims does not vote
to accept the Plan, then the Lender Steering Camentill have the right to nominate eight
New Board members, provideldowever that if the Lender Steering Committee determimats

to nominate an additional member of the New Boanegplace the individual previously
nominated pursuant to Section 8.6.2(b)(i)(C) ofthen, then the number of directors on the
New Board will be reduced to eight and seven ohsuembers of the New Board will be
nominated by the Lender Steering Committee. Intah] the Lender Steering Committee will
have the option to reduce the number of membetisedNew Board they are entitled to nominate
in accordance witkection VI.F.7 (“Summary of Plan of ReorganizationMeans of
Implementation of the Plan—New Board herein. For a more detailed description of thevNe
Board,see Section VI.F.7 (“Summary of Plan of Reorganizai—Means of Implementation

of the Plan—New Board”) The members of the New Board will be identifiedhe Plan
Supplement.

C. EXECUTIVE COMPENSATION

FairPoint maintains annual incentive plans undeckvkemployees, including FairPoint’s
management, receive annual cash bonuses, whichaid?oint's management, are based on
performance measures that the compensation coreroittde board of directors of FairPoint
Communications approves each year.

Pursuant to the Plan, Reorganized FairPoint Comeations will establish a new long
term incentive plan and an incentive compensatlan.®©n the Effective Date, in accordance
with the Plan, (1) management and other employdesaeseive (a) Success Bonuses (as defined
in the Plan) and/or (b) New Common Stock awardssisting of restricted shares of New
Common Stock and options to purchase New CommarkSpairsuant to the terms of the Long
Term Incentive Plan, and (2) members of the Newr@®@all receive options to purchase New
Common Stock, pursuant to the terms of the LongnTiecentive Plan. The Success Bonuses
will be earned based upon certain performance messsubject to upward or downward
adjustments to reflect the timing of the Effectivate. With respect to the Long Term Incentive
Plan, if Class 7 accepts the Plan, six million thwamdred sixty-nine thousand two hundred six
(6,269,206) shares of New Common Stock will bemesifor awards under the Long Term
Incentive Plan that are expected to consist okstmtions to members of management, other
employees of FairPoint and members of the New Baaddrestricted stock awards to members
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of management and other employees of FairPointlaés 7 rejects the Plan, then six million
three hundred ninety-four thousand two hundredezl€8,394,211) shares of New Common
Stock will be reserved for issuance pursuant td_thegy Term Incentive Plan. On the Effective
Date, (1) one million ninety-seven thousand onedneh eleven (1,097,111) shares of restricted
New Common Stock (or one million forty-one thousaegien hundred ten (1,041,710) shares of
restricted New Common Stock if Class 7 rejectshtam) will be granted to members of
management and other employees of FairPoint uhddrdng Term Incentive Plan and (2) two
million one hundred ninety-four thousand two hunidreenty-two (2,194,222) options to
purchase shares of New Common Stock (or two milivem hundred seventy thousand seven
hundred fifty-eight (2,270,758) options to purchakares of New Common Stock if Class 7
rejects the Plan) will be granted to members ofagament, other employees of FairPoint and
members of the New Board under the Long Term Ineemlan. These awards will be 25%
vested on the Effective Date, and the remaindénexde awards will vest in three equal annual
installments, commencing on the first anniversdrghe Effective Date, with accelerated vesting
on a change in control or a termination of an awenider's employment without cause. In
addition, two million nine hundred seventy-seveouttand eight hundred seventy-three
(2,977,873) shares of New Common Stock will belaiée for future distribution under the
Long Term Incentive Plan if Class 7 accepts th@;Rieovided, howevetthat if the aggregate
enterprise value of Reorganized FairPoint doegqoal or exceed $2.3 billion on or prior to the
expiration date of the New Warrants, the aggregateunt of options to purchase New Common
Stock that are available for future distributiordenthe Long Term Incentive Plan will be
automatically reduced by six hundred twenty thodssir hundred fifty-one (620,651) shares. In
the event that Class 7 rejects the Plan, threeomidighty-one thousand seven hundred forty-
three (3,081,743) shares of New Common Stock wilhtailable for future distribution under
the Long Term Incentive Plan. Additional infornmatiregarding the Success Bonuses and the
Long Term Incentive Plan will be provided in th@aRISupplement.

D. KEY EMPLOYMENT AGREEMENTS
1. Hauser Employment Contract

As of June 11, 2009, FairPoint Communications aadidDL. Hauser entered into an
employment agreement (the “Hauser Employment Cofifaursuant to which Mr. Hauser
became FairPoint Communications’ Chairman and (xeicutive Officer for a term
commencing July 1, 2009 and ending three years latader the Hauser Employment Contract,
FairPoint Communications agreed to pay Mr. Hauseiah compensation including: (a) an
annual salary of $800,000 (the “Annual Salgr{b) an annual performance-based cash bonus of
up to 200% of his Annual Salary (the “Annual Bofuéc) annual long term incentives ranging
from 80% to 400% of his Annual Salary (the “Old HgwAwards’); and (d) an inducement
award of stock options, restricted stock and pertorce units at the time he commenced
employment (the “Inducement Awdjd The Hauser Employment Contract also proviaes f
severance upon Mr. Hauser’s signing of a claimsass following termination of his
employment either by FairPoint without cause ohlmy for good reason. Such severance would
consist primarily of (x) two times the sum of hisrual Salary, target Annual Bonus, and a pro
rated portion of the value of the Old Equity Awafdsthe year of his termination; and (y)
accelerated vesting of any stock option, restristedk awards and performance units.
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With respect to Mr. Hauser, the Inducement Awamdstpd to Mr. Hauser under the
Hauser Employment Contract will be replaced witstnieted stock and options to purchase
shares of New Common Stock as provided in the Hatsployment Contract. Also pursuant
to the Hauser Employment Contract, Mr. Hauser ella participant in the Long Term Incentive
Plan.

2. Other Executive Agreements

FairPoint Communications has entered into sepétite agreements, dated September
21, 2009 with Jeffrey W. Allen; dated Septembe2)8 with Alfred C. Giammarino; dated
March 14, 2007 with Shirley J. Linn; dated March 2@07 with Peter G. Nixon; and dated June
2, 2004 with Susan L. Sowell.

V.
OVERVIEW OF CHAPTER 11 CASES

A. COMMENCEMENT

On October 26, 2009, FairPoint Communications awveisty-nine of its affiliates filed
voluntary petitions in the Bankruptcy Court forieélunder chapter 11 of the Bankruptcy Code.
FairPoint Communications’ chapter 11 case beargs Gasnber 09-16335 (BRL) and is being
jointly administered with the Chapter 11 Caseg®éffiliated debtors and debtors-in-possession.

B. PARTIES IN INTEREST
1. Court

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

2. Advisors to FairPoint

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

FairPoint also retained the following additionaVvisors:

Rothschild Inc Rothschild Inc. (*Rothschill as financial advisor and investment
banker by order dated January 11, 2010;

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

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

Quinn Emanuel Urguhart Oliver & Hedges LLBuinn Emanuel Urquhart Oliver &
Hedges LLP as the conflicts counsel for bankrupteyters by order dated December 11, 2009.
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3. Advisors to FairPoint’s Prepetition Credit Agreemert Lenders

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

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

4. Creditors’ Committee and its Advisors

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

The Creditors’ Committee retained Andrews Kurth La$its general bankruptcy
counsel by order dated December 2, 2009.

The Creditors’ Committee retained Altman Vilandgi€Company as its Operational
Consultant in matters related to Capgemini by oddged January 14, 2010.

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

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

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

Before the Petition Date, an ad hoc committee efblders of the Senior Notes was
formed to negotiate the terms of a restructurinip WairPoint Communications (the “Ad Hoc
Committee of Senior Noteholdé€ys The Ad Hoc Committee of Senior Noteholders is
comprised of holders, for themselves and on bealfalértain funds and managed accounts, of
the Senior Notes.

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

6. The United States Trustee

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

Although FairPoint continues to operate as a dedmdrdebtor-in-possession, certain
transactions outside of the ordinary course ofrimgs require the Bankruptcy Court’s approval,
following notice and the opportunity for a hearingaccordance with the Bankruptcy Code and
the Bankruptcy Rules. Accordingly, on the Petitidate, FairPoint requested the entry of
specific orders from the Bankruptcy Court autheriziFairPoint to pay certain prepetition claims
and to continue specific prepetition practices makto its continued business operations during
the pendency of the Chapter 11 Cases. On Octah&0B9 and October 28, 2009, the
Bankruptcy Court granted several “first day” ordessicerning various matters related to
FairPoint’s continued business operations. Indudesuch “first day” orders were the
following:

1. Joint Administration Motion

On the Petition Date, FairPoint filed its Motionr #ntry of an Order Directing Joint
Administration of Related Chapter 11 Cases (théentJdministration Motiori) seeking an
order directing the joint administration of the @tex 11 Cases. The Bankruptcy Court granted
the Joint Administration Motion by order dated dm027, 2009. Accordingly, FairPoint’s
Chapter 11 Cases are jointly administered by thek&gptcy Court.

2. Employee Wage and Benefit Motion

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

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

» authorizing FairPoint to withhold all federal, gt&nd local income taxes as required by
applicable law, to pay all employment, unemploymsatial security and similar taxes,
whether withheld from wages or paid directly byrPaint to governmental authorities,
as well as make other payroll deductions, including not limited to, retirement and
other employee benefit plan contributions, unioasjgarnishments and voluntary
deductions; and

» directing all financial institutions to receive,rar, process and pay any and all checks

and wire transfers drawn on FairPoint’s accountsatisfaction of such employee
obligations.
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The Bankruptcy Court granted the Employee WageBsertkfit Motion on an interim
basis by order dated October 27, 2009. The Bamgyupourt granted the Employee Wage and
Benefit Motion on a final basis by order dated Nober 18, 2009.

3. DIP Financing Motion

On the Petition Date, FairPoint filed its Motion faterim and Final Orders to (i) Obtain
Postpetition Financing Pursuant to Bankruptcy C8édetion 364; (ii) Grant Priming Liens and
Superpriority Claims Pursuant to Bankruptcy CodetiSas 364(c) and (d); (iii) Provide
Adequate Protection to Prepetition Credit Agreent@miders Pursuant to Bankruptcy Code
Sections 361, 362, 363, 364 and (iv) Schedule al Hearing Pursuant to Bankruptcy Rule 4001
(the “DIP_Financing Motiof). Additional information regarding the DIP Finging Motion and
DIP Financing is set forth iSection V.C.3 (“Overview of Chapter 11 Cases—FiDsy
Orders—DIP Financing Motion”) and Section V.D (“Oveview of Chapter 11 Cases—

Chapter 11 Financing”)of this Disclosure Statement.

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

On the Petition Date, FairPoint filed its Motionr #ntry of an Order Establishing
Procedures for the Assertion, Resolution and Satisin of (i) Bankruptcy Code Section
503(b)(9) and (ii) Reclamation Claims (the “503&))and Reclamation Claims Motin The
503(b)(9) and Reclamation Claims Motion sought mlepestablishing procedures for the
assertion, resolution and satisfaction of (i) alaynas arising out of Bankruptcy Code section
503(b)(9) and (ii) any claims arising out of Bangity Code section 546(c). The Bankruptcy
Court granted the 503(b)(9) and Reclamation Cla#oson by order dated October 27, 2009.
By order of the Bankruptcy Court, all claims argsumder Section 503(b)(9) of the Bankruptcy
Code were to be filed with and received by BMC Gxduac., FairPoint’s claims agent, no later
than January 25, 2010.

5. Shipping and Mechanics Lien Motion

On the Petition Date, FairPoint filed its Motiomr tentry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 105(a) an¢h3@&ithorizing Payment of Certain
Prepetition (i) Shipping and Delivery Charges faads in Transit and (ii) Mechanic’s Lien
Charges (the_“Shipping and Mechanics Lien Mdtj@aeeking an order:

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

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

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

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

6. Customer Programs Motion

On the Petition Date, FairPoint filed its Motiomr tntry of Interim and Final Orders
Authorizing Debtors to Honor Certain Prepetitionli@dtions to Customers and to Otherwise
Continue Certain Customer Programs and Practictgi®rdinary Course of Business (the
“Customer Programs Motidh In the Customer Programs Motion, FairPointglauan order
authorizing it to honor certain of its prepetitiobligations and pay certain of its prepetition
claims arising in the ordinary course of businasgen its customer practices and programs,
which include, but are not limited to, bundled pag#s, promotional offers, credit adjustments
and other marketing programs. The Bankruptcy Cguamted the Customer Programs Motion on
an interim basis by order dated October 27, 200@. Bankruptcy Court granted the Customer
Programs Motion on a final basis by order datedéyalver 18, 2009.

7. NOL Motion

On the Petition Date, FairPoint filed its Motionr 6ntry of Interim and Final Orders
Under Bankruptcy Code Section 105(a) Establishingfidation and Hearing Procedures for
Transfers of Common Stock (the “NOL Motigrseeking an order establishing notification and
hearing procedures to be satisfied before centaimsters of common stock in FairPoint
Communications or of any beneficial ownership tbéere deemed effective and ordering that
any purchase, sale or other transfer of commork stogiolation of such procedures be vaid
initio. The Bankruptcy Court granted the NOL Motion onirsterim basis by order dated
October 27, 2009. The Bankruptcy Court granted\i®®. Motion on a final basis by order dated
November 18, 2009.

8. Cash Management System Motion

On the Petition Date, FairPoint filed its Motiomr 6ntry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 105(a), 348@3(c) and 364(a) (i) Authorizing Debtors
to (A) Continue to Use Existing Cash Managementeé&ysand (B) Maintain Existing Bank
Accounts and Business Forms and (ii) Waiving Resgnénts of Bankruptcy Code Section
345(b) (the “Cash Management System Mdj@eeking an order:

» authorizing FairPoint to continue to use, with siane account numbers, all of the bank
accounts in its cash management system; authoffai@oint to treat such bank
accounts for all purposes as accounts of FairRaimtebtors-in-possession;

» authorizing FairPoint to open new debtor-in-possesaccounts, if needed; authorizing

FairPoint to use all correspondence and businesssf@ncluding, without limitation,
letterhead, purchase orders and invoices) and dtf@ments related to the bank
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accounts existing immediately before the Petiti@eDwithout reference to its status as
debtors-in-possession; and

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

The Bankruptcy Court granted the Cash ManagemesieByMotion on an interim basis
by order dated October 27, 2009. The BankruptcyrCpanted the Cash Management System
Motion on a final basis by order dated November2I®)9.

9. Tax Motion

On the Petition Date, FairPoint filed its Motiomr tntry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 363(b), 5@)&41 and 105(a), Authorizing Debtors to
Pay Prepetition Taxes and Fees (the “Tax Mdjioim the Tax Motion, FairPoint sought an
order: authorizing FairPoint to pay general salss, and excise taxes in the ordinary course of
business that accrued or arose before the Peb@be; and authorizing FairPoint to pay permit,
licensing, regulatory and franchise fees that aatiar arose before the Petition Date in the
ordinary course of business.

The Bankruptcy Court granted the Tax Motion onraerim basis by order dated
October 27, 2009. The Bankruptcy Court grantedidee Motion on a final basis by order dated
November 18, 2009.

10. Insurance Motion

On the Petition Date, FairPoint filed its Motiomr 6ntry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 363(b), 503(@5(a), Bankruptcy Rules 6003 and 6004
(i) Authorizing Debtors to (a) Continue Workers Qmensation Program and Liability, Product,
Property and Other Insurance Programs and (b) P@phgations with Respect Thereof and (ii)
Authorizing and Directing Financial Institutions tonor and Process Checks and Transfers
Related to Such Obligations (the “Insurance Mdfionn the Insurance Motion, FairPoint
sought an order:

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

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

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

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

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

D. CHAPTER 11 FINANCING

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

In connection therewith, FairPoint Communicationd &airPoint Logistics, Inc.
(collectively, the “DIP Borrowert$ entered into the DIP Credit Agreement with certinancial
institutions and the DIP Agent. On October 28,208e Bankruptcy Court entered the Interim
Order Under Bankruptcy Code Sections 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3),
364(d)(1) and 364(e) and Bankruptcy Rules 2002140@ 9014 (i) Authorizing Debtors to
Obtain Postpetition Financing, (ii) Authorizing Oels to Use Prepetition Collateral, (iii)
Granting Adequate Protection to Prepetition Sec®adies and (iv) Scheduling Final Hearing
(the “Interim DIP OrdeY). The Interim DIP Order authorized the DIP Bamers to enter into
the DIP Financing and to draw immediately uponiie Credit Agreement on an interim basis
in an aggregate amount of $20 million. The oblays of the DIP Borrowers under the DIP
Credit Agreement, which became effective by iteieon October 30, 2009, are secured by the
assets of the DIP Borrowers and certain of FaifRoommunications’ subsidiaries as set forth in
the DIP Security Agreement and the DIP Pledge Agesd (each as defined herein).

Pursuant to the Debtor-in-Possession Subsidiarydatyg dated October 30, 2009, each
of Berkshire Cellular, Inc., Berkshire Net, IncerBshire New York Access, Inc.,, C & E
Communications, Ltd., Comerco, Inc., Commtel Comizations Inc., C-R Communications,
Inc., C-R Long Distance, Inc., El Paso Long Disea@ompany, EllTel Long Distance Corp.,
FairPoint Broadband, Inc., FairPoint Carrier Sezsidnc., FairPoint Communications Solutions
Corp.--New York, FairPoint Communications Solutigsrp.—Virginia, Fremont Broadband,
LLC, Fretel Communications, LLC, Germantown Longfance Company, GIT-Cell, Inc.,
GITCO Sales, Inc., GTC Communications, Inc., GT@aRice Corporation, MJD Services Corp.,
MJD Ventures, Inc., Orwell Communications, Inc.pples Mutual Long Distance Company,
Peoples Mutual Services Company, Quality One Teognes, Inc., Ravenswood
Communications, Inc., S T Computer Resources, $1d. Enterprises, Ltd., Taconic Technology
Corp., Telephone Service Company, Ul Communicatibrs, Ul Telecom, Inc., Unite
Communications Systems, Inc., Utilities, Inc. arates City Telephone Company (collectively,
the “DIP_Guarantor$ has jointly and severally guaranteed the paynoéril fees, obligations,
liabilities and indebtedness of the DIP Borrowemnder the DIP Financing.

The DIP Borrowers and the DIP Guarantors (colletyivthe “DIP_Grantor§ executed a
Debtor-in-Possession Security Agreement (the “Ddeusity Agreemeri), pursuant to which
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each DIP Grantor granted to Bank of America, Na&.collateral agent for the secured parties
identified therein (the_ "DIP Collateral Agéhta security interest in all of the assets ofts 4P
Grantor other than (a) the Pledge Agreement Co#la{as defined herein); (b) any causes of
action of such DIP Grantor arising under chaptef the Bankruptcy Code; and (c) any FCC
licenses and authorizations by state regulatoryaaities to the extent that such DIP Grantor is
prohibited from granting a lien and security intgrénerein pursuant to applicable law.

Additionally, each of the DIP Borrowers, MJD Verdgsy Inc., MJD Services Corp., ST
Enterprises, Ltd., FairPoint Carrier Services, IkairPoint Broadband, Inc., Enhanced
Communications of Northern New England Inc., Uakt Inc., C-R Communications, Inc.,
Comerco, Inc., GTC Communications, Inc., St. Jom@ainications, Inc., Ravenswood
Communications, Inc., Unite Communications Systdms,and Berkshire Cellular, Inc.
(collectively, the “DIP Pledgof}¥ executed a Debtor-in-Possession Pledge Agree(tiemtDIP
Pledge Agreemef)t pursuant to which each DIP Pledgor pledgech®D@IP Collateral Agent, a
security interest in 100% of the equity interestd promissory notes owned by such DIP
Pledgor and all proceeds arising therefrom, incigaiash dividends and distributions, subject to
certain exceptions and qualifications (the “Pledgeeement Collaterg).

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

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

E. MATERIAL LITIGATION AND RELATED EVENTS

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

F. OTHER MATERIAL INFORMATION
1. PUC Negotiations

(1) New Hampshire

After extensive negotiations with the Staff AdvastFairPoint and the Staff Advocates
have agreed to the settlement, which is an extulihe Plan (the_“New Hampshire Regulatory
Settlemeri). The New Hampshire Regulatory Settlement, whechubject to the approval of
the New Hampshire PUC, provides for, among othiegt) the following:
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Service Quality Requirements:

FairPoint will commit to meet the broadband build and capital investment
requirements and continue operating under the 8QIlce quality program of the
January 23, 2008 Settlement agreement (the “NH B#8emeri) among Verizon,
FairPoint and the staff of the New Hampshire Publitities Commission (the
“NHPUC") and Order No. 24,823 in Docket DT 07-011 (theH'[8008 Ordeb subject
to modifications described in the New Hampshire iR&pry Settlement.

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

Broadband Commitments:

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

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

FairPoint will have the option to resell terredt(r@on-satellite) based service providers’
broadband service offerings in order to fulfill FRoint’s broadband build out and/or
service requirements with respect to the last gightent (8%) of FairPoint’s broadband
availability requirements as contained within thd RD08 Settlement, provided that the
services meet or exceed all requirements of the2BB8 Order, and the resold services
are purchased through and serviced by FairPoint.

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

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

Expenditure Commitments:
FairPoint reconfirmed its commitment to spend $288illion in capital expenditures

through March 31, 2013, of which $157.6 million teen spent through December 31,
2009 (subject to verification through a reconaitiatof FairPoint's New Hampshire
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capital expenditures to the consolidated capitpkeexitures in its 2009 consolidated
financial statements).

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

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

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

FairPoint will have from April 1, 2010 to March 32015 to meet whatever “other
expenditure” commitment remains after the precedgalyictions, which will be spent on
“network enhancing activities.”

Financial Commitments:

Certain of the financial conditions of the NH 208&ttlement and the NH 2008 Order are
replaced by the terms of the New Hampshire Reguyl&ettlement and are satisfied or
rendered moot by the debt reductions resulting frioenPlan.

Management Commitments:

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

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

FairPoint will maintain a state president who ilbvide a senior regulatory presence in
New Hampshire and is able to reasonably respordrious future FairPoint-based
NHPUC dockets or regulatory issues relating toctmi@munications.

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

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

* FairPoint will reimburse the State of New Hampsfineits costs and expenses in the
Chapter 11 Cases.

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

* During the first two years following the Effecti@ate of the Plan, FairPoint is barred
from paying dividends if FairPoint is in materiakbch of the New Hampshire
Regulatory Settlement.

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

* In a separate memorandum of understanding, theHiampshire Office of the
Consumer Advocate has agreed not to oppose theHdewpshire Regulatory
Settlement.

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

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

(i) Vermont

After extensive negotiations with the DPS, FairPaimd the DPS have agreed to the
settlement which is an exhibit to the Plan (therident Regulatory Settlemént The DPS will
use reasonably practicable efforts to requesttkigat/ermont Public Service Board (the
“Vermont Board) approve the terms of the settlement proposethbyermont Regulatory
Settlement. The Vermont Regulatory Settlementipies/for, among other things, the
following:

Service Quality Requirements:

* In general, all of the service quality programsteared in the January 8, 2008 settlement
agreement among Verizon, FairPoint and the DPS" {2008 Settlemeri} and the
February 15, 2008 Order RE: MODIFIED PROPOSAL INcRet Number 7270 (the
“VT 2008 Ordet) will remain in place subject to the modificatedescribed in the
Vermont Regulatory Settlement.

39



Service quality penalties for 2008 and 2009 willdedéerred until December 31, 2010. If
FairPoint meets specified service objectives omageein ten performance areas over the
twelve calendar months in 2010, the 2008 and 2@d@lties will be waived. If FairPoint
meets the service objectives for some but notfahese ten performance areas, the
penalties will be reduced by 10% for each perforceagrea specified for which FairPoint
meets specified service levels on average ovet2hmlendar months in 2010.

Broadband Commitments:

FairPoint has agreed to adhere to the broadbarestoile penalties prescribed in the
2008 Order; however, the broadband build-out nolestpenalties will not be enforced
prior to June 30, 2011, provided that FairPoirdia broadband permitting and
construction plan with an appropriate regulatorgipby May 1, 2010, files all necessary
permit applications by October 1, 2010, and unttedaommercially practicable efforts
to implement the plan. The broadband permittind @nstruction plan will at a
minimum identify tower sites and set a schedulepfymitting and construction.

FairPoint will undertake to deploy broadband sesito 95% of all access lines in those
exchanges that have been identified for 100% braadilavailability in the VT 2008
Order (the "100% Exchangg<sy June 30, 2011. With respect to the remairtfig of
lines in the 100% Exchanges, FairPoint will deghogadband to any requesting
customer using an extended service interval of@& drom the date of the receipt of the
order from the customer, provided such order isemamisooner than June 30, 2011.
Failure to meet such requirements will require Faint to waive certain service charges.

FairPoint also will request that the Board auth@fairPoint to use Federal High Cost
Universal Service Funds_(“U3Hor three consecutive years to upgrade plant and
infrastructure in the 100% Exchanges, in ordentprove FairPoint’s service quality and
network reliability. If the Board authorizes FaoiRt to use the USF, and to the extent
permitted by FCC rules, FairPoint will invest th8KJin network infrastructure that will
support the deployment of broadband services tadalitional 5% of access lines on a
timeline that varies depending on the date of thar8's authorization.

FairPoint will have the option to resell terredt(r@on-satellite) based service providers’
broadband service offerings in order to fulfill FRoint’s broadband build out and/or
service requirements as contained in the VT 20@B0provided that the services meet
or exceed all requirements of the VT 2008 Ordeanadified by the Vermont Regulatory
Settlement, and the resold services are purchasedgh and serviced by FairPoint.

Penalty amounts resulting from any failure to mwetadband deployment requirements
will be managed by FairPoint with funds depositetd ian escrow fund, which will
reimburse FairPoint for costs incurred for addisibometwork projects completed within
18 months of the date of the penalty, subject ¢cagpproval of DPS.

Capital Investment Commitments:

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

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

Management Commitments:

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

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

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

» FairPoint has agreed to continue its search foniaf@nformation Officer with a goal of
having a Chief Information Officer in place by Ju3® 2010.

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

Other:

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

» FairPoint will not agree with Maine or New Hampghio materially different terms
taken as a whole pertaining to the Plan or, if @pple, to any related approval for a
change in control without first offering them tet®PS and/or Vermont Board.

* During the first two years following the Effecti@ate of the Plan, FairPoint is barred
from paying dividends if FairPoint is in materiakbch of the settlement described on the
Vermont Regulatory Settlement.

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

The Vermont Regulatory Settlement is conditioned®$& receiving and finding
acceptable a business plan demonstrating FairBainitity to meet its obligations under the
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Vermont Regulatory Settlement and its feasibilityoperate as a going concern over the long
term in a manner consistent with Vermont utilitguéation.

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

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

(i)  Maine

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

On October 15, 2009, FairPoint filed a request whinMPUC, seeking to extend the
date for making the initial SQI Payment establishgdhe MPUC for the 2008-2009 SQI year.
The day after the Petition Date, October 27, 2809 MPUC issued an order denying
FairPoint’s request to defer the SQI Payment f@8PR009. The MPUC further determined that
the full amount of the SQI Payment for the 2008268@| year was $8,031,511 and that such
amount must be paid in twelve monthly installmeh&ginning in December 2009. The MPUC
then directed that “within five days after the datehis Order, FairPoint will file rate schedules
in compliance with this Order.”

On October 30, 2009, and in light of the commenc#roéthese Chapter 11 Cases,
FairPoint filed a request with the MPUC seekindlad2y extension for any mandatory filing
and appearance requirements or deadlines applitabley FairPoint utility in Maine that would
have occurred during the period from October 2092irough November 23, 2009. After
noting the filing of these Chapter 11 Cases andntip®sition of the automatic stay under section
362 of the Bankruptcy Code, FairPoint requestetttteMPUC stay its SQI filing requirements.
On November 3, 2009, the MPUC declined this reqaedtinstead directed FairPoint to file
requests for extensions of time on a case-by-casis.b

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

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

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

STANDARD SERVICE QUALITY™.

On December 2, 2009, FairPoint filed an Emergenoyidn in the Bankruptcy Court for
an Order Pursuant to Bankruptcy Code Sections 1@5@362(a) Compelling the State of
Maine Public Utilities Commission to Comply with @ttober 27, 2009 Stay Order of the
Bankruptcy Court (the_*Motion to Comggl In the Motion to Compel, FairPoint requesthdit
the Bankruptcy Court enter an order compellinghti®JC to comply with the automatic stay
and cease attempts to impose additional penalpies EairPoint for failure to make the SQI
Payment. On December 3, 2009, the Bankruptcy Gouedred an Order to Show Cause setting
December 9, 2009, as the hearing date on the Madi@ompel.

Subsequently, FairPoint and the MPUC agreed touadljtine hearing on the Motion to
Compel to January 12, 2010. On January 12, 26&0Bankruptcy Court adjourned the hearing
on the Motion to Compel to February 3, 2010 andaed FairPoint and the MPUC to attend
mediation. The parties attended mediation on Jgri2and February 1, 2010. On February 3,
2010, the Bankruptcy Court adjourned the hearintherMotion to Compel to February 9, 2010.

After extensive negotiations with a representasippointed by the MPUC and with the
Maine Office of the Public Advocate (together, tMaine Requlatory Partiés FairPoint
reached agreement with the Maine Regulatory Pastiess settlement which is an exhibit to the
Plan (the “Maine Reqgulatory Settlem8&ntThe Maine Regulatory Settlement, which is sabj
to the approval of the MPUC, provides for, amorfgeothings, the following:

General:

* FairPoint will comply with the MPUC’s February 10@8 Order issued in Docket Nos.
2007-67 and 2005-155, and all stipulations apprdkieceby (the “2008 Merger Ordgr
subject to certain exceptions for the reimbursernéntaims of third parties, which the
Maine Regulatory Parties will recommend remain sciojo applicable bankruptcy law,
and subject further to certain revisions to thevjgions in the 2008 Merger Order
regarding, among other things, broadband buildmagital investment and the SQI
program.

Service Quality:

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

Broadband:

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

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

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

FairPoint’s request will be approved automatically.

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

Financial:

The Maine Representative will recommend that théJK@Rind that the financial
conditions in the 2008 Merger Order are replacethbyterms of the Maine Regulatory
Settlement, are satisfied or have been rendered Inyabe debt reductions resulting

from the Plan. The Maine Regulatory Parties véalammend that the MPUC not impose
financial covenants in addition to those imposedrig loan or credit agreements
executed by FairPoint in connection with the Plan.

Management:

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

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

* FairPoint has agreed that any management bonudsevidased on a combination of
EBITDAR (EBITDA plus restructuring costs) and see/imetrics, and that the weighting
for each of these categories will be computed deally stated for the incentive and
bonus plans for each individual and for FairPamtatal, and that, once established,
FairPoint will disclose such service metrics to M@ne Regulatory Parties.

Other

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

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

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

* FairPoint, the MPUC and Maine Regulatory Partisgmee their legal rights and
arguments regarding legal issues related to th&djation of the MPUC and the
Bankruptcy Court.

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

The foregoing summary of the Maine Regulatory|&etént is qualified in its entirety by
reference to the full text of the Maine Regulat8sttlement which is filed as an exhibit to the
Plan.

2. Union Negotiations

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

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

FairPoint Communications initiated discussions wiit& NNE Unions during the summer
of 2009 in order to advise them of the financialiss confronting FairPoint Communications
and to seek their support and cooperation in makdjgstments to the CBAs in order to assist
FairPoint Communications in addressing those firmgsues. Those discussions continued
following the filing of the Chapter 11 Cases, camlthg in a 2010 Memorandum of
Understanding (the “Labor MOWsigned by the parties on February 1, 2010. Tdeor MOU
is subject to membership ratification and Bankrygourt approval, both of which will be
sought promptly. The Labor MOU provides for (19ree year extension of the term of the
CBAs, to August 2, 2014; (2) cancellation of a 3%ge increase previously scheduled for
August 2010, to be replaced by a 3% wage incread@gust 2013; (3) elimination of a
minimum payment under the corporate profit shaprggram and the adoption of the profit
sharing methodology applied for FairPoint Commutiice’ non-union employees which
provides for a greater level of profit sharingh€tCompany meets or exceeds its financial
objectives and a lower level of profit sharing #&ifPoint Communications fails to do so; (4)
creation of a joint labor-management committee Jihiat Committee on Operational
Effectiveness, which will work with professionatfitators to identify opportunities to achieve
a goal of $25 million per year reduction in FaiftdCommunications’ operating costs; (5) a
mutual release of claims by FairPoint Communicatiand the Unions; and (6) the authorization
for FairPoint Communications to pay matching cdmttions under its 401K plan in stock rather
than cash.

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

FairPoint Communications, and each of its affikbtiebtors, filed their Statement of
Financial Affairs and Schedules of Assets and Llitds (the “Schedul€$ on January 29, 2010.
The Schedules reflect the assets and liabilitidsaifPoint Communications and each of its
affiliated debtors.

H. FILING DEADLINE FOR PREPETITION CLAIMS

On January 28, 2010, FairPoint filed its Motion @nder Establishing Deadline and
Procedures for Filing Proofs of Claim and ApproviMgnner of Notice Thereof (the “Bar Date
Motion”) seeking an order: (a) establishing March 18,2a15:00 p.m. (Eastern Time) as the
general deadline for filing proofs of Claims (tigdl Daté) subject to certain enumerated
exceptions in the Bankruptcy Court’s order grantimg Bar Date Motion; (b) approving the
proposed form of proofs of claim; and (c) approviongposed procedures for notifying creditors
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of the Bar Date. The Bankruptcy Court granted the Bate Motion by order dated February 4,
2010.

VI.
SUMMARY OF PLAN OF REORGANIZATION

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

1. Administrative Expense Claims

Administrative Expense Claims include any righp&yment constituting a cost or
expense of administration of the Chapter 11 CadlesvAd under sections 330, 503(b),
507(a)(2) and 507(b) of the Bankruptcy Code (othan Adequate Protection Claims),
including, without limitation, (a) any actual andaessary costs and expenses of preserving
FairPoint’s Estates, (b) any actual and necessmtg @nd expenses of operating FairPoint’s
businesses, (c) indebtedness or obligations induressumed by the Debtors-in-Possession
during the Chapter 11 Cases, (d) Claims, purswesedtion 503(b)(9) of the Bankruptcy Code,
for the value of goods received by FairPoint intikenty (20) days immediately prior to the
Petition Date and sold to FairPoint in the ordineoyrse of FairPoint’s businesses, and (e) any
Professional Fees, whether Allowed before or dfterEffective Date. Any fees or charges
assessed against the Estates of FairPoint undesrs&830 of chapter 123 of title 28 of the
United States Code are excluded from the definbbAdministrative Expense Claim and will
be paid in accordance with Section 16.7 of the .Plan

Except to the extent that any Person entitled yoneent of any Allowed Administrative
Expense Claim agrees to a less favorable treatreaaih, holder of an Allowed Administrative
Expense Claim will receive Cash in an amount etpualich Allowed Administrative Expense
Claim on the later of the Effective Date and theedaich Administrative Expense Claim
becomes an Allowed Administrative Expense Claima®soon thereafter as is reasonably
practicableprovided, howeverthat Allowed Administrative Expense Claims rerdsng
Liabilities incurred in the ordinary course of busss by the Debtors-in-Possession will be paid
in full and performed by the Debtors-in-PossessioReorganized FairPoint, as the case may be,
in the ordinary course of business in accordantle thie terms and subject to the conditions of
any agreements governing, instruments evidencirgh@r documents relating to such
transactionsprovided, furtherthat, except as provided in Section 3.4 of tlePf any
Administrative Expense Claim, including an ordinapurse expense, is not billed or a request
for payment is not made within sixty (60) days aftee Effective Date, claims for payment of
such Administrative Expense Claims will be barred.

2. Adequate Protection Claims

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

Priority Tax Claims include any Claim of a govermta unit of the kind entitled to
priority in payment as specified in sections 502§ 507(a)(8) of the Bankruptcy Code.

Unless otherwise agreed to by the holder of anwid Priority Tax Claim and FairPoint
or Reorganized FairPoint, as applicable, each hallen Allowed Priority Tax Claim will
receive at the option of FairPoint or ReorganizautFFoint, as applicable, (a) on the Effective
Date, or as soon thereafter as is reasonably padbti, Cash in an amount equal to such Allowed
Priority Tax Claim, or (b) commencing on the EffeetDate, or as soon thereafter as is
reasonably practicable, and continuing over a pammt exceeding five (5) years from and after
the Petition Date, equal semi-annual Cash payniets aggregate amount equal to such
Allowed Priority Tax Claim, together with interdst the period after the Effective Date at the
rate determined under applicable non-bankruptcydawf the calendar month in which the Plan
is confirmed, subject to the option of FairPoinR@organized FairPoint, as applicable, to
prepay the entire amount of the Allowed PriorityicT@aim. All Allowed Priority Tax Claims
that are not due and payable on or before the tafeeDate will be paid in the ordinary course of
business as such obligations become due.

4. Professional Compensation and Reimbursement Claims

All Persons seeking awards by the Bankruptcy Colucbmpensation for services
rendered or reimbursement of expenses incurredghrand including the Confirmation Date
under section 330, 331, 503(b)(2), 503(b)(3), 50&{lor 503(b)(5) of the Bankruptcy Code will
(a) file, on or before the date that is forty fi#b) days after the Effective Date, their respectiv
applications for final allowances of compensationdervices rendered and reimbursement of
expenses incurred and (b) be paid in full, in Caskuch amounts as are Allowed by the
Bankruptcy Court in accordance with the order ne¢ato or allowing any such Administrative
Expense Claim. Reorganized FairPoint is authoriaquhy reasonable compensation for
professional services rendered and reimbursememtpEnses incurred after the Effective Date
in the ordinary course and without the need forkBaptcy Court approval.

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

For purposes of the Plan, and in consideratioh®fervices of the Prepetition Credit
Agreement Agent and each Consenting Lender holgliegter than ten percent (10%) of the
aggregate Prepetition Credit Agreement Claims erdtite such Person became a Consenting
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Lender, FairPoint will reimburse such Persons li@irtreasonable out-of-pocket fees and
expenses (including reasonable fees and expensesiagel) to the extent that such fees and
expenses are incurred in connection with the Plgp8rt Agreement, the Plan, the Chapter 11
Cases, and the transactions related thereto (withewneed to file a proof of Claim or fee
application).

5. Intercompany Claims

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

At the election of FairPoint or Reorganized Fairleoas applicable, or any Person
holding such Claim, and in consultation with thentler Steering Committee, Intercompany
Claims will be (a) released, waived and discham@gdf the Effective Date, (b) contributed to
the capital of the obligor corporation, (c) dividenl or (d) remain Unimpaired.

B. CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS

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

Class Designation Impairment Entitled to Vote
1 Other Priority Claims Unimpaired No (deemed toegut)
2 Secured Tax Claims Unimpaired No (deemed to drcep
3 Other Secured Claims Unimpaired No (deemed temrc
4 Allowed Prepetition Credit Impaired Yes
Agreement Claims
5 Legacy Subsidiary Unsecured Unimpaired No (deemed to accept)
Claims
6 NNE Subsidiary Unsecured Claims  Unimpaired Nee(aed to accept)
7 FairPoint Communications Impaired Yes
Unsecured Claims
8 Convenience Claims Unimpaired No (deemed to dfcep
9 Subordinated Securities Claims Impaired No (dektoeeject)
10 Subsidiary Equity Interests Unimpaired No (degmeaccept)
11 Old FairPoint Equity Interests Impaired No (dedno reject)
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C. TREATMENT OF CLAIMS AND EQUITY INTERESTS UNDER THE PLAN
1. Other Priority Claims (Class 1)
0] Definition

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

(i) Impairment and Voting

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

(i)  Distributions

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

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

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

(i) Impairment and Voting

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

(i)  Distributions

Unless otherwise agreed to by the holder of anwii Secured Tax Claim and
FairPoint or Reorganized FairPoint, as applicatiethe applicable Distribution Date, each
holder of an Allowed Secured Tax Claim will receiagthe option of FairPoint or Reorganized
FairPoint, as applicable, (a) Cash in an amoundlepusuch Allowed Secured Tax Claim or,
(b) commencing on the applicable Distribution Dateg continuing over a period not exceeding
five (5) years from and after the Petition Dateya@asemi-annual Cash payments in an aggregate
amount equal to such Allowed Secured Tax Claimettogyr with interest for the period after the
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Effective Date at the rate determined under applecaon-bankruptcy law as of the calendar
month in which the Plan is confirmed, subject te dtption of FairPoint or Reorganized
FairPoint, as applicable, to prepay the entire arhotithe Allowed Secured Tax Claim.

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

An Other Secured Claim is any Secured Claim otfen 2 Prepetition Credit
Agreement Claim.

(i) Impairment and Voting

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

(i)  Distributions

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

4. Allowed Prepetition Credit Agreement Claims (Class)
0] Definition

Prepetition Credit Agreement Claims include anyii@lheld by the Prepetition
Credit Agreement Lenders and/or the Prepetitiordi€greement Agent, and all other Claims
against FairPoint arising under the Prepetitiond@kgreement in an amount equal to principal,
plus interest (accrued through the Effective Daday] all other amounts due thereunder.
Prepetition Credit Agreement Claims are Allowedi@kpursuant to the Plan, and will be
satisfied pursuant to the Plan without offset, deé counterclaim, reduction or credit of any
kind whatsoever.

For purposes of the Plan, “Prepetition Credit Agreet” means that certain
Credit Agreement, dated as of March 31, 2008, anelhaled as of January 21, 2009, among
FairPoint Communications and Northern New Englapih&® Inc., as borrowers, the Lender
Steering Committee and the other lenders partytbgthe Prepetition Credit Agreement Agent,
and certain other parties thereto, and all amentinsupplements, ancillary agreements
(including, but not limited to, any and all notestfers of credit, pledges, collateral agreements,
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intercreditor agreements, Swap Agreements and hgdgreements), side letters, financing
statements, and other documents related thereto.

(i) Impairment and Voting

Class 4 is Impaired by the Plan. Each holder ohlémwed Prepetition Credit
Agreement Claim is entitled to vote to accept ¢gaethe Plan.

(i)  Distributions

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

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

(2)  onthe Effective Date, such holder's Ratable Progorof forty-
seven million two hundred forty-one thousand foundired thirty-
six (47,241,436) shares of the New Common Stpohyided,
howevey that if the Class of FairPoint Communications émsed
Claims rejects the Plan, each holder of an AlloRegpetition
Credit Agreement Claim will receive its Ratable [podion of
fifty-eight million, four hundred eighty-four thoaad five hundred
eighty-seven (58,484,587) shares of the New Com®&took,
subject to dilution from the securities to be isbuader the Long
Term Incentive Plan;

(3) onthe Effective Date, such holder's Ratable Proponof Cash
(the “Cash Paymettin an amount equal to all Cash and Cash
Equivalents of Reorganized FairPoint on the Effecate in
excess of forty million dollars ($40,000,000.00)ms (1) Cash
used to pay or reserved to pay Allowed Unsecureihtd, (2)
Cash used to pay or reserved to pay Allowed Adriratise
Expense Claims, (3) Cash used to pay or reservpdytdllowed
Priority Tax Claims, (4) Cash used to pay or resémo pay
Allowed Other Priority Claims, (5) Cash used to payeserved to
pay Allowed Secured Tax Claims, (6) Cash used yoopaeserved
to pay Allowed Other Secured Claims, (7) subjec®¢ation 3.4 of
the Plan, Cash used to pay or reserved to pay ¢mebars of the
Ad Hoc Committee of Senior Noteholders, the PréipetiCredit
Agreement Agent, and each Consenting Lender holgliegter
than ten percent (10%) of the aggregate Prepef@ielit
Agreement Claims on the date such Person becameseting
Lender for their professionals’ fees and expen@<ash used to
pay or reserved to pay obligations pursuant tdégulatory
Settlements, (9) Cash used to pay or reservedyt®&pecess
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Bonuses, and (10) Cash used to pay or reserveaytQupre for
executory contracts and unexpired leases thatsarereed pursuant
to the Planprovided, howevelthat if the aggregate amount of Tax
Claims against FairPoint Communications exceedmdiion

dollars ($6,000,000), such excess amount (or anyopahereof)

will be subtracted from the Cash Payment onlyéf ltlender
Steering Committee consents, after consultatioh wairPoint, to
the payment of such excess amount (or portion dfieom the
Effective Date; and

(4)  onthe applicable Distribution Date, if any, sudider’'s Ratable
Proportion of Cash Distributions out of the Ressrtrat are no
longer required to be reserved for the benefitngiome other than
holders of Allowed Prepetition Credit Agreementi@is.

5. Legacy Subsidiary Unsecured Claims (Class 5)
(1) Definition

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

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

(i) Impairment and Voting

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

(i)  Distributions

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

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

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

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

(i) Impairment and Voting

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

(i)  Distributions

On the Distribution Date, each holder of an AlloWwdNE Subsidiary Unsecured
Claim will be paid an amount in Cash equal to omedned percent (100%) of such holder’s
Allowed NNE Subsidiary Unsecured Claim, in full acmimplete satisfaction of such holder’s
Claim.

7. FairPoint Communications Unsecured Claims (Class 7)
0] Definition

FairPoint Communications Unsecured Claims inclugel@nsecured Claims
against FairPoint Communications, including, butlmoited to, Senior Notes Claims.

(i) Impairment and Voting

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

(i)  Distributions

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

(2) if the Class of holders of FairPoint Communicatidirsecured
Claims votes to accept the Plan, each holder &flianved
FairPoint Communications Unsecured Claim will reeats
Ratable Proportion of (i) four million two hundrédee thousand
three hundred fifty-two (4,203,352) shares of treMN\Common
Stock and (ii) the New Warrants, in the case ohezalauses (i)
and (ii), subject to dilution from the securitieshte issued under
the Long Term Incentive Plan; or

(2) if (1) the Class of FairPoint Communications UngeduClaims
votes to reject the Plan, (2) the members of théddd Committee
of Senior Noteholders or its counsel objects toRlan, or (3) the
members of the Creditors’ Committee or its coundgbct to the
Plan, or (4) the Indenture Trustee or its counb@ais to the Plan,
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then holders of FairPoint Communications Unsec@lkins will
not receive any Distributions under the Plan oroant of their
Claims.

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

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

(i) Impairment and Voting

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

(i)  Distributions

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

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

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

(i) Impairment and Voting

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

Each holder of an Allowed Subordinated SecuritisrnC will not receive or
retain any interest or property under the Planamoant of such Allowed Subordinated
Securities Claim. The treatment of SubordinatecuB8ges Claims under the Plan is in
accordance with and gives effect to the provismirsection 510(b) of the Bankruptcy Code.

55



10.  Subsidiary Equity Interests (Class 10)
0] Definition

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

(i) Impairment and Voting

Class 10 is Unimpaired by the Plan. Each holdexr $tibsidiary Equity Interest
is conclusively presumed to have accepted the &dns not entitled to vote to accept or reject
the Plan.

(i)  Distributions

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

11. Old FairPoint Equity Interests (Class 11)
(1) Definition

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

(i) Impairment and Voting

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

(i)  Distributions

On the Effective Date, the Old FairPoint Equityelr@sts will be cancelled and the
holders of the Old FairPoint Equity Interests wiidit be entitled to, and will not receive or retain,
any property or interest in property on accourgwth Old FairPoint Equity Interests under the
Plan.

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

Distributions under the Plan to each holder of #iowed Insured Claim will be in
accordance with the treatment provided under tha fir the Class in which such Allowed
Insured Claim is classified, but solely to the extihat such Allowed Insured Claim is within
FairPoint’s self-insured retention. Amounts in e of the applicable self-insured retention
amount will be recoverable only from the availalmlsurer and FairPoint will be discharged to

56



the extent of any such excess. Nothing in Se&it8a of the Plan will constitute a waiver of any
Causes of Action or Liabilities that any Person rhald against any other Person, including,
without limitation, FairPoint’s Insurers.

13.  Special Provision Regarding Unimpaired Claims

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

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

1. New Common Stock
0] Authorization

The Amended Certificate of Incorporation of Reotigad FairPoint Communications
will authorize the issuance of seventy-five milligis,000,000) shares of New Common Stock.
The seventy-five million (75,000,000) shares of Neeammon Stock that are authorized on the
Effective Date will be issued or reserved as foo) in the event that the Class of FairPoint
Communications Unsecured Claims accepts the Plaffift/-one million four hundred forty-
four thousand seven hundred eighty-eight (51,44),3Bares of New Common Stock, in the
aggregate, will be distributed to holders of All@v@laims under Section 5.4 and Section 5.7 of
the Plan and (2) seven million one hundred sixty-thousand eight hundred four (7,164,804)
shares of the New Common Stock will be reservembmimection with the New Warrants; (ii) in
the event that the Class of FairPoint Communicatidnsecured Claims rejects the Plan, fifty-
eight million four hundred eighty-four thousandditiundred eighty-seven (58,484,587) shares
of New Common Stock, in the aggregate, will beribsted to holders of Allowed Claims under
Section 5.4 of the Plan; (iii) in the event that thlass of FairPoint Communications Unsecured
Claims accepts the Plan, six million two hundredyshine thousand two hundred six
(6,269,206) shares of New Common Stock will beegsor reserved in connection with the
Long Term Incentive Plan; and (iv) in the eventt tth@ Class of FairPoint Communications
Unsecured Claims rejects the Plan, six million¢hnendred ninety-four thousand two hundred
eleven (6,394,211) shares of New Common Stockbeilissued or reserved in connection with
the Long Term Incentive Plan. On the Effectived)at the event the Class of FairPoint
Communications Unsecured Claims reject the Plaldens of Allowed Class 4 Prepetition
Credit Agreement Claims will receive, and ReorgadiFairPoint Communications will issue,
an aggregate of fifty-eight million four hundredeiy-four thousand five hundred eighty-seven
(58,484,587) shares of New Common Stock in accaelanth Section V of the Plan. All such
shares will be deemed fully paid and non-assess#&btethe Effective Date, in the event the
Class of FairPoint Communications Unsecured Claiotepts the Plan, holders of Allowed
Class 4 Prepetition Credit Agreement Claims andédrsl of Allowed Class 7 FairPoint
Communications Unsecured Claims will receive, aedriganized FairPoint Communications
will issue, an aggregate of fifty-one million fomundred forty-four thousand seven hundred
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eighty-eight (51,444,788) shares of New CommonSto@accordance with Section V of the
Plan. All such shares will be deemed fully paid aon-assessable.

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

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

3. Securities Law Matters

0] Exemption from Securities Laws

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

(i) Reqistration Rights Agreement

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

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

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

1. Voting of Claims

0] Each holder of an Allowed Claim or the holder @@laim that has been
temporarily allowed for voting purposes only un8ankruptcy Rule 3018(a), in an Impaired
Class of Claims that is entitled to vote on thenRlarsuant to Section IV and Section V of the
Plan, will be entitled to vote separately to acaepteject the Plan, as provided in such order as
is entered by the Bankruptcy Court establishingedores with respect to the solicitation and
tabulation of votes to accept or reject the Plamny other applicable order of the Bankruptcy
Court. Any Unimpaired Class of Claims and the $ilibsy Equity Interests will be deemed to
have accepted the Plan. Any Class of Claims am®tl FairPoint Equity Interests that will not
receive or retain any property on account of suletin@ or Equity Interests under the Plan will
be deemed to have rejected the Plan.

(i) Each of Classes 4 and 7 is Impaired under the d&drthe holders of
Allowed Claims in such Classes are entitled to \art¢he Plan. In accordance with section
1126(g) of the Bankruptcy Code, each of the Cla8sm®d 11 is conclusively deemed to have
rejected the Plan.

2. Acceptance by Unimpaired Classes

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

3. Elimination of Vacant Classes

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

4. Nonconsensual Confirmation

If any Impaired Class of Claims entitled to votél wot accept the Plan by the requisite
statutory majority provided in section 1126(c) lo¢ Bankruptcy Code, FairPoint reserves the
right to amend the Plan in accordance with Secd of the Plan or undertake to have the
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Bankruptcy Court confirm the Plan under section2(b® of the Bankruptcy Code or both. With
respect to Impaired Classes of Claims that are dddmreject the Plan, FairPoint will request
that the Bankruptcy Court confirm the Plan pursuargection 1129(b) of the Bankruptcy Code.

5. Revocation of the Plan

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

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

The filing of the Plan constitutes, among othengsi, a motion by FairPoint pursuant to
Bankruptcy Rule 9019 to approve the settlementcamaprise set forth in Section 8.1 of the
Plan. As provided herein, pursuant to section 1dfZBe Bankruptcy Code and Bankruptcy
Rule 9019, and in consideration for the settlemantscompromises set forth in the Regulatory
Settlements, upon the Effective Date, the provisioithe Plan will constitute a good-faith
compromise and settlement of all Claims and coefrsies resolved pursuant to the Regulatory
Settlements. The entry of the Confirmation Ordéraonstitute the Bankruptcy Court’s finding
and determination that the Regulatory Settlemezitsated in the Plan are (i) in the best interest
of FairPoint and its Estates, (ii) fair, equitabled reasonable, (iii) made in good faith and (iv)
approved by the Bankruptcy Court. Subject to oig the approval of the settlements reflected
in the Plan by the Bankruptcy Court, on the EffextDate, Reorganized FairPoint will take all
actions necessary or reasonably required to edeztuch settlements.

2. Transactions on the Effective Date

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

(1) the Amended Certificate of Incorporation will beed with the
Secretary of State of the State of Delaware, aad\éw
Organizational Documents will become effective aimdling upon
Reorganized FairPoint Communications;

(2) the Old FairPoint Equity Interests will be extingjued;

3) Reorganized FairPoint Communications will distribthe Cash
Payment, New Common Stock and the New Warrangif and
will enter into the New Term Loan; and

(4)  the capital structure of Reorganized FairPoint Camications as
set forth in Sections V and VI of the Plan will ineeffect.
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(i) On the Effective Date, the closing of the New Regeolwill be deemed to
occur immediately after the New Board is in pland the events set forth in Section 8.2(a) of
the Plan have occurred.

3. New Term Loan and New Revolver

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

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

. 5 year maturity.

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

. No upfront fee.

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

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

3: 5% annually, Year 4: 15% annually and Year 3615% per quarter
for the first 3 quarters) with 63% bullet paymem#th quarter.

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

. If FairPoint’s consolidated leverage ratio is ab@vex at the end of the
fiscal year, FairPoint will be subject to a sweé€@®% of its Excess Cash
Flow based upon an annual test and paid in thesgulesit quarter,
providedthat, with respect to the test occurring for flsear 2010,
Excess Cash Flow will be calculated for the pefrodh the Effective
Date through the end of such fiscal year and a@fdiveep described herein
is applicable, will be payable in fiscal year 201fLFairPoint’s
consolidated leverage ratio is below 2.0x at thet @frthe fiscal year, such
sweep will be reduced to 50% of FairPoint’s Exdéash Flow, as set
forth above.

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

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

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

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

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

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

4, Reorganization of FairPoint; Continuation of Businesses

On and after the Effective Date, Reorganized FamRaill continue to engage in its
respective businesses. Except as otherwise pividide Plan, FairPoint will continue to exist
after the Effective Date as a separate corpordiioited liability company, partnership or other
legal entity, as the case may be, with all the pewé a corporation, limited liability company,
partnership or other legal entity, as the case beayursuant to the applicable law in the
jurisdiction in which each applicable entity incedlin the definition of “FairPoint” is
incorporated or organized and pursuant to the odisigecertificate of incorporation and bylaws
(or other organizational documents) in effect ptathe Effective Date, except with respect to
the New Organizational Documents (or other orgdiinal documents) that are amended by the
Plan, the Plan Supplement or otherwise, and texbtent such documents are amended, such
documents are deemed to be pursuant to the Plareguaule no further action or approval.
Notwithstanding the foregoing, on or as of the Eifee Date, or as soon as reasonably
practicable thereafter, and without the need fgrfarther action, Reorganized FairPoint may:
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(a) cause any or all of Reorganized FairPoint tonleeged into one or more of Reorganized
FairPoint, dissolved or otherwise consolidatedcgn)se the transfer of assets between or among
Reorganized FairPoint, or (c) engage in any ottagrstction in furtherance of the Plan.

5. Reorganized FairPoint’s Obligations Under the Plan

) From and after the Effective Date, as set fortleimiReorganized
FairPoint will perform the corresponding obligatsaunder the Plan of its predecessor or
predecessor-in-interest. The Plan will be admenest and actions will be taken in the name of
FairPoint and Reorganized FairPoint through, iroed@nce with the terms of the Plan,
Reorganized FairPoint.

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

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

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

(3) reconcile Claims and resolve Disputed Claims, aimdiaister the
Claims allowance and disallowance processes dersiein the
Plan, including, without limitation, objecting, g®cuting,
litigating, reconciling, settling and resolving @tes and Disputed
Claims in accordance with the Plan;

4) make decisions regarding the retention, engagermpawntment and
replacement of professionals, employees and c@mgsjt

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

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

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

(9) take such other actions as may be necessary as@paie to
effectuate the Plan.

(i)  Except as otherwise ordered by the Bankruptcy Caunst reasonable fees
and expenses incurred by Reorganized FairPoinu@dimyg, without limitation, taxes and
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reasonable attorneys’ fees and expenses) on ottladt&ffective Date will be paid in Cash by
Reorganized FairPoint in the ordinary course ofatgpective businesses.

6. New Organizational Documents

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

7. New Board
0] General

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

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

(i) Initial Number of Directors; Initial Compaosition

(2) Reorganized FairPoint Communications will have avNBoard,
which will initially consist of nine directors.

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

(A) if the holders of the FairPoint Communications Wnsed Claims vote to
accept the Plan, then (1) one member of the NewdBwedl be the chief executive officer of
Reorganized FairPoint Communications, (2) seven peesnof the New Board will be
nominated by the Lender Steering Committee andri@)member of the New Board will be
nominated by the steering committee of the Ad Hom@ittee of Senior Noteholders (in
consultation with the Creditors’ Committee and dieer members of the Ad Hoc Committee of
Senior Noteholders); providetdowever that in the event that a member of the New Bbasi
not been nominated pursuant to Section 8.6.2(B)(i9f the Plan by the Plan Supplement filing
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deadline, then the Persons described thereinagd their right to nominate a member of the
New Board and the Lender Steering Committee wilehite right to nominate an additional
member of the New Board; providddrther, that if the Lender Steering Committee determines
not to nominate an additional member of the NewrBdlaen the number of directors on the
New Board will be reduced to eight and seven ohsuembers of the New Board will be
nominated by the Lender Steering Committee; or

(B) if the holders of the FairPoint Communications UWnsed Claims reject
the Plan, then (1) one member of the New Boardhbeilthe chief executive officer of
Reorganized FairPoint Communications, (2) any pepeviously nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan will not be cwmiesed for nomination or election to the New
Board, and (3) eight members of the New Board balhominated by the Lender Steering
Committeeprovided however that if the Lender Steering Committee determimasto
nominate an additional member of the New Boarepdace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of the Plan ttlenumber of directors on the New Board will
be reduced to eight and seven of such membergdi¢lwv Board will be nominated by the
Lender Steering Committee;

provided,that, in the event of either (A) or (B) above, {{i¢ Lender Steering
Committee will consider residents of northern Nemgland among the candidates considered
for nomination to the New Board and (2) at least ohthe members of the New Board
nominated by the Lender Steering Committee wilalvesident of northern New England.

(i)  Reduction in Number of Directors

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

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

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

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

(iv)  Qualifications of Directors

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

(v) Term of Office

The New Board will be classified into three classét approximately one-third
of the directors sitting in each such class, unt¢élsrwise determined by the Lender Steering
Committee in consultation with FairPoint. In adulit unless otherwise determined by the
Lender Steering Committee in consultation with Paint, (i) initially one of the classes will
have a one year term, one of the classes will hawe year term and one of the classes will
have a three year term, and (ii) the members dif elass, other than the initial members of the
New Board serving in the two classes that willigdiy have less than a three year term, will be
elected for three year terms. The initial memlidehe New Board nominated by the steering
committee of the Ad Hoc Committee of Senior Noteeos will be classified in the class of
directors standing for election on or after thedtanniversary of the Effective Date.

8. Officers of Reorganized FairPoint

0] Generally

The executive officers of FairPoint immediatelygorio the Effective Date will
serve as the initial officers of Reorganized FaimPon and after the Effective Date. Such
officers will serve in accordance with applicabanrbankruptcy law, any employment
agreement with Reorganized FairPoint and, as apptepthe New Organizational Documents
or its existing articles of incorporation and bykaw

(i) Assumption of Executive Agreements

On the Confirmation Date, and subject to the o@noe of the Effective Date,
FairPoint will be deemed to have assumed the ExecAgreements.
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9. Operations of FairPoint Between Confirmation and tre Effective Date

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

10. Revesting of Assets

Pursuant to section 1141(b) and (c) of the Bankyu@ibde, except as otherwise
provided in the Plan, the property of the Estaid airPoint will revest in Reorganized
FairPoint on the Effective Date of the Plan. Framadl after the Effective Date, Reorganized
FairPoint may operate its respective businessesmaydise, acquire and dispose of property
free of any restrictions imposed under the Banlaygtode, the Bankruptcy Rules and the
Bankruptcy Court. As of the Effective Date, albperty of FairPoint and Reorganized FairPoint
will be free and clear of all Claims, Liens ancerasts, except as specifically provided in the
Plan or in the Confirmation Order. Without limiginhe foregoing, Reorganized FairPoint may,
without application to or approval by the Bankryp@ourt, pay any reasonable fees and
expenses (including, without limitation, reasonaiterneys’ fees and expenses) that
Reorganized FairPoint may incur after the Effechate.

11. Dissolution of the Creditors’ Committee

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

12.  Effectuating Documents; Further Transactions

The chairman of the board of directors, the predidée chief executive officer, the
chief financial officer, the executive vice presitland general counsel, the controller or any
other appropriate officer of FairPoint or ReorgadiFairPoint, as the case may be, will be, and
hereby are, authorized to execute, deliver, fihel Bcord such contracts, instruments, releases,
indentures, certificates, and other agreementeaumdents, and take such other actions as may
be necessary or appropriate to effectuate andeiluevidence the terms and conditions of the
Plan. The secretary or assistant secretary oPBait or Reorganized FairPoint will be
authorized to certify or attest to any of the faieg, if necessary.

13. Preservation of Certain Causes of Action; Defenses

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

14.  Cancellation of Existing Securities

On the Effective Date, except as otherwise providedherein, (a) all securities, equity
interests, notes, bonds, indentures and otheumsints or documents evidencing or creating any
indebtedness, or obligation of FairPoint, includimithout limitation, the Prepetition Credit
Agreement, the Senior Notes and the Old FairPaipiitl Interests (except such equity interests,
notes or other instruments evidencing indebtedaesbligations of FairPoint that are Reinstated
under the Plan, including, without limitation, tBebsidiary Equity Interests) will be as against
FairPoint and its successors cancelled and exshgdi and (b) the obligations of FairPoint
under any agreements, indentures, or certifictdegignation governing any securities, equity
interests, notes, bonds, indentures and otheumsints or documents evidencing or creating any
indebtedness, or obligation of FairPoint, includiwghout limitation, the Prepetition Credit
Agreement, the Senior Notes and the Old FairPajuiitlz Interests (except such equity interests,
notes or other instruments evidencing indebtedaessbligations of FairPoint that are Reinstated
under the Plan, including, without limitation, tBabsidiary Equity Interests), as the case may
be, will be fully released, terminated, extingudlaad dischargegyrovided, howeveitthat the
provisions of the Prepetition Credit Agreement gaugy the relationship between the
Prepetition Credit Agreement Agent and the PrepatiCredit Agreement Lenders, including
but not limited to those provisions relating to tights of the Prepetition Credit Agreement
Agent to expense reimbursement, indemnificationa@her similar amounts, will not be affected
by and will survive the Plan, entry of the Confitioa Order and the occurrence of the Effective
Date.

15. Long Term Incentive Plan

On the Effective Date, Reorganized FairPoint wdldeemed to have adopted the Long
Term Incentive Plan without any further action airPoint, Reorganized FairPoint,
Reorganized FairPoint’s shareholders or the Newdoa

16. Success Bonuses

On the Effective Date, Reorganized FairPoint wélldeemed to have adopted and
authorized the Success Bonuses without any fudtigsn by FairPoint, Reorganized FairPoint,
Reorganized FairPoint’s shareholders or the Newdoa

17. Indemnification; Directors & Officers Insurance

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

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

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

2. Date of Distributions

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

3. Disbursing Agent

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

4, Rights and Powers of Disbursing Agent

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

5. Fees and Expenses of Disbursing Agent

Except as otherwise ordered by the Bankruptcy Cthetamount of any reasonable fees
and expenses incurred by the Disbursing Agent fiochafter the Effective Date, including
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reasonable fees and expenses of counsel, williddrp&ash by Reorganized FairPoint without
further order of the Bankruptcy Court within twerf®0) days of receipt of an invoice by
Reorganized FairPoint. In the event that ReorgahkizairPoint objects to the payment of such
invoice for post-Effective Date fees and expenseshole or in part, and the parties cannot
resolve such objection after good faith negotigttbe Bankruptcy Court will retain jurisdiction
to make a determination as to the extent to whiehirivoice will be paid by Reorganized
FairPoint.

6. Delivery of Distributions

(1) Distributions to Last Known Address

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

(i) Distributions to Prepetition Credit Agreement Agent

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

(i)  Distributions to Indenture Trustee

The Indenture Trustee will be the Disbursing Adgenthe holders of all Senior
Notes Claims. Accordingly, Distributions for ther®fit of the holders of Allowed Senior Notes
Claims will be made to the Indenture Trustee. THuenture Trustee will, in turn, promptly
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administer the Distributions to the holders of sAdlowed Senior Notes Claims, in accordance
with the Plan and the applicable Indentures. Haemture Trustee, in its capacity as Disbursing
Agent, may transfer any such Distributions throtlgihfacilities of DTC or another third-party
distribution agent. The issuance and Distributbthe New Common Stock and the New
Warrants to the Indenture Trustee will be deemBis#ibution to the respective holders of
Allowed Senior Notes Claims. Upon delivery of Distributions required under the Plan as
provided in this paragraph, Reorganized FairPoitithe released of all liability with respect to
the delivery of such Distributions.

7. Unclaimed Distributions

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

8. Distribution Record Date

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

9. Manner of Payment

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

10. Time Bar to Cash Payments by Check

Checks issued by, or on behalf of, FairPoint orrBawized FairPoint on account of
Allowed Claims will be null and void if not negoteal within ninety (90) days after the date of
issuance thereof. Requests for reissuance oftagkavill be made in writing directly to
Reorganized FairPoint by the holder of the Allov@dim with respect to which such check
originally was issued on or before the later offihs& anniversary of (a) the Effective Date and
(b) the date on which the Claim at issue becamgllawed Claim. After such dates, all Claims
in respect of void checks will be extinguishedctierged and forever barred, and the proceeds
of such checks will revest in and become the ptypErReorganized FairPoint.

11. No Fractional Distributions

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

12. Fractional Cents

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

13.  Setoffs and Recoupment

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

14.  Allocation of Plan Distributions Between Principaland Interest

To the extent that any Allowed Claim entitled tBigtribution under the Plan consists of
indebtedness and other amounts (such as accruechaid interest thereon), such Distribution
will be allocated first to the principal amounttbe Claim (as determined for federal income tax
purposes) and then, to the extent the consideraiioeeds the principal amount of the Claim, to
such other amounts.

15. Distributions After Effective Date

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

16. Interest on Claims

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

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

18.  Ordinary Course Post-Petition Liabilities

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

19. Payment of Taxes on Distributions Received Pursuano the Plan

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

20. Estimation of Claims

FairPoint or Reorganized FairPoint, as applicatlay at any time request that the
Bankruptcy Court estimate any Contingent Claim,i¢gntlated Claim or Disputed Claim
pursuant to section 502(c) of the Bankruptcy Cadmrdless of whether FairPoint or
Reorganized FairPoint, as applicable, previousjgaibd to such Claim or whether the
Bankruptcy Court has ruled on any such objectiond, the Bankruptcy Court will retain
jurisdiction to estimate any Claim at any time dgrlitigation concerning any objection to any
Claim, including, without limitation, during the peéency of any appeal relating to any such
objection. In the event that the Bankruptcy Castimates any Contingent Claim, Unliquidated
Claim or Disputed Claim, the amount so estimatdtasnstitute either the Allowed amount of
such Claim or a maximum limitation on such Claimdatermined by the Bankruptcy Court. If
the estimated amount constitutes a maximum linoitadin the amount of such Claim, FairPoint
or Reorganized FairPoint, as applicable, may pussp@lementary proceedings to object to the
allowance of such Claim. All of the aforementiormajection, estimation and resolution
procedures are intended to be cumulative and rabtigixe of one another. Claims may be
estimated and subsequently compromised, settl¢ddraiwn or resolved by any mechanism
approved by the Bankruptcy Court.

21. Claims Reserves

On the Effective Date, and after making all Diattibns required to be made on the
Effective Date under the Plan, Reorganized FaitRoommunications will establish and
maintain a separate reserve (each, a “Re9eimeeach Class of Claims and Unclassified
Claims, which Reserve will be administered by Raaiged FairPoint Communications;
provided, howevetthat nothing herein will be deemed to requireead®ve with respect to Tax
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Claims against FairPoint Communications. For ti@dance of doubt, a Reserve will be
established for all amounts referred to as “res¥rireclauses (1) through (10) in Section
5.4.2(c) of the Plan other than clauses (3) an@f{(®ection 5.4.2(c) of the Plan. To the extent
that Reserves are established and maintainedddrehefit of any holder of a Disputed Claim,
such Reserves will include an amount of New Com&tmtk, New Warrants and/or Cash, as
the case may be, equal to the Distributions thatlavbave been made to the holder of such
Disputed Claim if it were an Allowed Claim in an anmt equal to the lesser of (i) the amount of
the Disputed Claim, (ii) the amount in which thesputed Claim will be estimated by the
Bankruptcy Court pursuant to section 502 of thekBaptcy Code for purposes of allowance,
which amount, unless otherwise ordered by the Baptky Court, will constitute and represent
the maximum amount in which such Claim ultimatelgynbecome an Allowed Claim, or (iii)
such other amount as may be agreed upon by therhmiduch Disputed Claim and
Reorganized FairPoint.

All New Common Stock, New Warrants and Cash, asicaipe, allocable to a Class of
Claims or Unclassified Claims hereunder will berdisited by Reorganized FairPoint to the
relevant Reserve on the Effective Date. Cash meRserve will only be invested in Section
345 Securities. Each Reserve will be closed atidggxshed by Reorganized FairPoint
Communications upon its determination that all fsitions of New Common Stock, New
Warrants and Cash required to be made under time(@tl@er than those Distributions required to
be made to holders of Allowed Prepetition Creditéament Claims pursuant to Section 5.4.2(d)
of the Plan) have been made in accordance witletings of the Plan. Upon closure of a
Reserve, all New Common Stock and New Warrants liedshin such Reserve will be subject to
re-Distribution to the applicable Class, as appadpr and all Cash will be distributed pursuant
to Section 5.4.2(d) of the Plan, all in accordawié the provisions of Section V of the Plan.

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

As of and following the Effective Date, objectiaios and requests for estimation of,
Administrative Expense Claims and Claims againgfeent may be interposed and prosecuted
only by Reorganized FairPoint. Such objections r@uogiests for estimation will be served on
the respective claimant and filed with the BankeypgEourt on or before the latest of: (a) one
hundred eighty days (180) after the Effective Datéb) such later date as may be fixed by the
Bankruptcy Court (the_"Objection Deadlihgprovided, howevethat with respect to Claims
that, as of the Objection Deadline, are subjeet pending claim objection, contested matter, or
adversary proceeding (an “Initial Objectipmherein Reorganized FairPoint’s objection tofsuc
claim is ultimately denied, the Objection Deadhm# be extended to the later of sixty (60) days
from the date on which (i) the Bankruptcy Courtezatan order denying such Initial Objection
or (ii) any appellate court enters a Final Ordeersing or vacating an order of the Bankruptcy
Court granting such Initial Objectioprovided, furtheythat with respect to Claims that (A) are
filed (whether as an amended Claim, new Claim toemvise) after the Effective Date, and (B)
that are not otherwise subject to adjustment, esgoum or disallowance pursuant to Sections
10.2, 10.3, 10.5, 10.6 and 10.7 of the Plan, thecbn Deadline will be one hundred eighty
(180) days after the date on which such Claim wed.f Nothing herein will affect FairPoint’s
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or Reorganized FairPoint’s ability to amend thee&flthes in accordance with the Bankruptcy
Code and the Bankruptcy Rules.

2. Adjustment to Certain Claims Without a Filed Objection

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

3. No Distributions Pending Allowance

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

4. Distributions After Allowance

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

5. Resolution of Administrative Expense Claims and Clans

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

6. Disallowance of Certain Claims

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

Consistent with Bankruptcy Rule 3003(c), ReorgasiZairPoint will recognize proofs
of Claims timely filed by the Indenture Trusteea@spect of any Claims under the Indentures.
Accordingly, any Claim arising under the Indenty@®of of which is filed by the registered or
beneficial holder of Senior Notes, will be disalkavas duplicative of the Claim of the
applicable Indenture Trustee, without any furthetraa of the Bankruptcy Court.

8. Offer of Judgment

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

9. Amendments to Claims

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

10. Claims Paid and Payable by Third Parties

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

l. EXECUTORY CONTRACTS AND UNEXPIRED LEASES UNDER THE PLAN

Section 365 of the Bankruptcy Code provides FamPwith the power, subject to the
approval of the Bankruptcy Court, to assume orctajeexpired leases and executory contracts.
If an executory contract is rejected, the non-depéuty to the agreement may file a claim for
damages incurred by reason of the rejection. Thlkes®s for damages are treated as
prepetition, general Unsecured Claims. Rejectiimexpired leases of real property is subject
to certain limitations imposed by section 502 (bjre Bankruptcy Code.
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As part of its efforts to reduce its operating enges, FairPoint is engaged in an analysis
of its various executory contracts. FairPoint mggct various executory contracts and/or
unexpired leases pursuant to orders of the Bangyupourt. The Plan provides that FairPoint
will assume, as of the Effective Date of the PEhexecutory contracts and unexpired leases
that exist between FairPoint and any Person, exXoepiny executory contract or unexpired
lease (a) that has been assumed or rejected putsuamorder of the Bankruptcy Court entered
prior to the Effective Date, (b) as to which a matfor approval of the assumption or rejection
of such executory contract or unexpired lease kas filed and served prior to the Effective
Date, or (c) that is specifically designated asrmtmct or lease to be rejected on Schedules
11.1(A) and 11.1(B) annexed to the Plan, which dales will be contained in the Plan
Supplementprovided, howevethat FairPoint reserves the right, on or prioth® Effective
Date, to amend Schedules 11.1(A) and 11.1(B) tetel@ny executory contract or unexpired
lease therefrom or add any executory contract expined lease thereto, in which event such
executory contract(s) or unexpired lease(s) willbemed to be either assumed or rejected,
respectively, as provided in such amended schechdesf the Effective Date. FairPoint will
provide notice of any amendments to Schedules Al dr{d/or 11.1(B) to the parties to the
executory contracts and unexpired leases affeberelty. The listing of a document on
Schedules 11.1(A) or 11.1(B) will not constituteaatmission by FairPoint that such document is
an executory contract or an unexpired lease orta@Point has any liability thereunder.

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

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

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

3. Provisions Related to Cure Payments and Rejectionddnages

(1) Approval of Assumption and Rejection of Executogn@acts and
Unexpired Leases

The Confirmation Order will constitute an ordertioé Bankruptcy Court approving the
assumptions or rejections described in Section GfltBe Plan pursuant to sections 365 and 1123
of the Bankruptcy Code as of the Effective Dateny B&ounterparty to an executory contract or
unexpired lease that fails to object timely to pneposed assumption or rejection of such
executory contract or unexpired lease, includingcting to the cure amount designated by
FairPoint as payable in connection with an asswmptvill be deemed to have consented to such
assumption or rejection and agreed to the spediig@ amount.

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

All proofs of Claims arising from the rejection @kecutory contracts or unexpired leases
pursuant to the Plan must be filed with the Bantayi@€ourt and served upon FairPoint or
Reorganized FairPoint, as applicable, no later thaty (30) days after the later of (a) notice of
entry of an order approving the rejection of suxbogitory contract or unexpired lease, (b) notice
of entry of the Confirmation Order and (c) notidean amendment to the schedule of rejected
contracts.

Any Person that is required to file a proof of @laarising from the rejection of an
executory contract or an unexpired lease that faitsnely do so will be forever barred,
estopped and enjoined from asserting such Claichsaoh Claim will not be enforceable,
against FairPoint or Reorganized FairPoint or teate and their respective properties, and
FairPoint and Reorganized FairPoint and the Estatdgheir respective properties will be
forever discharged from any and all Liability wittspect to such Claim unless otherwise
ordered by the Bankruptcy Court or as otherwiseides herein. All such Claims will, as of the
Effective Date, be subject to permanent injunction.

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

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

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

(i) Notwithstanding Section 11.3.1(b)(i) of theaR| to the extent (1)
FairPoint is a party to any contract, lease oro#geeement providing for the
purchase, by a third party, of access to FairPoiatilities or services, (2) any
such agreement constitutes an executory contragtexpired lease and (3) such
agreement (a) has not been assumed or rejectaggptite a Final Order of the
Bankruptcy Court, (b) is not subject to a pendirgion for reconsideration or
appeal of an order authorizing the assumptionjectien of such executory
contract or unexpired lease, (c) is not subjeet mootion to assume or reject such
executory contract or unexpired lease filed onrarpo the Effective Date, or (d)
is not identified for rejection on Schedules 11J1¢A11.1(B) of the Plan
Supplement, then such agreement will be assumefitas Effective Date by
FairPoint, in accordance with the provisions amgur@ments of sections 365 of
the Bankruptcy Code. No Cure will be paid and tileeoform of refund or billing
credit will be given in connection with the assurmptof such an agreement

4, Indemnification Obligations

Except as specifically set forth in Section 8.16h&f Plan, as of the Effective Date,
FairPoint and Reorganized FairPoint will have notcwing indemnification obligations under
any of its executory contracts.
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5. Insurance Policies

Unless specifically rejected by order of the Bampkey Court, all of FairPoint’s
Insurance Policies which are executory, if any, anglagreements, documents or instruments
relating thereto, will be assumed under the PMathing contained in Section 11.5 of the Plan
will constitute or be deemed a waiver of any Caafs&ction that FairPoint or Reorganized
FairPoint, as applicable, may hold against anyd®eliscluding, without limitation, the Insurer,
under any of FairPoint’s Insurance Policies.

6. Benefit Plans

Notwithstanding anything contained in the Planh® ¢ontrary, unless rejected by order
of the Bankruptcy Court, Reorganized FairPoint wilhtinue to honor, in the ordinary course of
business, the Benefit Plans of FairPoint, includdegefit Plans and programs subject to sections
1114 and 1129(a)(13) of the Bankruptcy Code, edtent® before or after the Petition Date and
not since terminated.

7. Retiree Benefits

On and after the Effective Date, pursuant to sactib?29(a)(13) of the Bankruptcy Code,
Reorganized FairPoint will continue to pay all regi benefits of FairPoint (within the meaning
of and subject to section 1114 of the Bankruptcge&}dor the duration of the period for which
the FairPoint entities had obligated themselvgadoide such benefits and subject to the right
of Reorganized FairPoint to modify or terminatelsugtiree benefits in accordance with the
terms thereof.

8. Amended Collective Bargaining Agreements

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

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

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

0] the terms of the Plan, the Disclosure Statementt@mé&lan Supplement
will be reasonably satisfactory to the Lender Stgp€ommittee;

(i) the Bankruptcy Court will have entered the ConfitiovaOrder which will
have become a Final Order;
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(i)  the treatment of inter-company claims and the agsiom of post-
reorganization operating contracts will be reasbnsatisfactory to the Lender Steering
Committee;

(iv)  the conditions precedent to the effectiveness@iNbw Revolver will
have been satisfied or waived by the parties thexetl Reorganized FairPoint will have access
to funding under the New Revolver;

(v) the conditions precedent to the effectiveness@iNbw Term Loan will
have been satisfied or waived by the parties theret

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

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

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

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

2. Waiver of Conditions

Each of the conditions precedent in Section 12 thefPlan may be waived, in whole or
in part, by FairPoint, except with respect to thaditions precedent set forth in Sections 12.1
(@), (b), (c), (e), (), (9), (h) and (i) of theal which will require the consent of the Lender
Steering Committee (such consent not to be unredédpwithheld, conditioned or delayed).
Any such waivers may be effected at any time, withwtice, without leave or order of the
Bankruptcy Court and without any formal action ba part of the Bankruptcy Court.

3. Satisfaction of Conditions

Except as expressly provided or permitted in ttaaPany actions required to be taken on
the Effective Date will take place and will be desehio have occurred simultaneously, and no
such action will be deemed to have occurred padhé¢ taking of any other such action. In the
event that one or more of the conditions specifieBection 12.1 of the Plan will have not
occurred or otherwise been waived pursuant to @edt?.2 of the Plan, (a) the Confirmation
Order will be vacated, (b) FairPoint and all hotdef Claims and interests, including any Equity
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Interests, will be restored to tetatus quo antas of the day immediately preceding the
Confirmation Date as though the Confirmation Datear occurred and (c) FairPoint’s
obligations with respect to Claims and Equity Iet#s will remain unchanged and nothing
contained herein will constitute or be deemed araraor release of any Claims or Equity
Interests by or against FairPoint or any other ¢tews to prejudice in any manner the rights of
FairPoint or any Person in any further proceedingslving FairPoint.

K. EFFECT OF CONFIRMATION
1. Binding Effect

Subject to the occurrence of the Effective Dateand after the Confirmation Date, the
provisions of the Plan will bind any holder of aafdh against, or Equity Interest in, FairPoint
and such holder’s respective successors and assigather or not the Claim or Equity Interest
of such holder is Impaired under the Plan, whetierot such holder has accepted the Plan and
whether or not such holder is entitled to a Disttitn under the Plan.

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

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

3. Discharge of Debtors

On the Effective Date, in consideration of the Bittions to be made under the Plan
and except as otherwise expressly provided in ke, Bach holder (as well as any trustees and
agents on behalf of each holder) of a Claim or RddPoint Equity Interest and any Affiliate of
such holder will be deemed to have forever waiveldased and discharged FairPoint, to the
fullest extent permitted by section 1141 of the IBaptcy Code, of and from any and all Claims,
Old FairPoint Equity Interests, rights and Liali## that arose prior to the Effective Date. Upon
the Effective Date, all such Persons will be forgmecluded and enjoined, pursuant to section
524 of the Bankruptcy Code, from prosecuting oeds®y any such discharged Claim against,
or terminated Old FairPoint Equity Interest in, fPaiint.
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4. Reservation of Causes of Action/Reservation of Righ

Except with respect to the Released Parties, ngpttontained in the Plan will be deemed
to be a waiver or the relinquishment of any Cawdesction that FairPoint or Reorganized
FairPoint, as applicable, may have or may choosessert against any Person.

L. EXCULPATION; RELEASE; INJUNCTION AND RELATED PROVIS IONS
1. Exculpation

For purposes of the Plan, Released Parties willdiec(a) the current or former directors,
officers, employees, Affiliates, agents, accourgafihancial advisors, investment bankers,
restructuring advisors, attorneys and represemstand other professionals of or to FairPoint
and the Debtors-in-Possession who served or wepdoged in such capacities after the Petition
Date, and each of their respective agents andseptatives (b) the Prepetition Credit
Agreement Agent, (c) Prepetition Credit Agreemeenders, (d) the Consenting Lenders, (e) the
Lender Steering Committee, (f) the DIP Agent, (@ DIP Lenders, (h) Bank of America, in its
capacity as Disbursing Agent, (i) the members efAd Hoc Committee of Senior Noteholders,
and (j) for each of (b) through (i), their respeetofficers, directors, employees, Affiliates,
agents, partners, members, representatives, engglofjieancial advisors, investment bankers,
restructuring advisors, attorneys and other pradesss;provided, howeveif no Distributions
are made on account of Class 7 FairPoint Commuaitat/nsecured Claims in accordance with
Section 5.7.2(b) of the Plan, then clause 1.1@f(ihe Plan will be deemed to be deleted from
this definition and the members of the Ad Hoc Cotteei of Senior Noteholders (and their
respective officers, directors, employees, Afféstagents, partners, members, representatives,
employees, financial advisors, investment bankestructuring advisors, attorneys and other
professionals) will not be included within this ohtion of Released Parties.

None of FairPoint, the Debtors-in-Possession, therganized Debtors, and the other
Released Parties will have or incur any liabilby &ny Claim, Cause of Action or other assertion
of Liability for any act taken or omitted to be &kin connection with, relating to or arising out
of the Chapter 11 Cases, the formulation, dissetmimamplementation, approval, confirmation,
consummation or administration of the Plan, proptrtbe distributed under the Plan or any
other act or omission in connection with, relatiogr arising out of the Chapter 11 Cases, the
Plan, the Disclosure Statement or any contradtumgent, document or other agreement related
thereto;provided however that the foregoing will not affect the Liabiliof any Person resulting
from any such act or omission to the extent sutlm@omission is determined by a Final Order
to have constituted willful misconduct. This exzation will be in addition to, and not in
limitation of, all other releases, indemnities,atiarges and any other applicable law or rules
protecting such Persons from liability.

2. Releases

Effective as of the date the Plan is confirmed,duldject to the occurrence of the
Effective Date, and in consideration of the serviokthe Released Parties, to the fullest extent
permissible under applicable law, as such law neagxtended or interpreted subsequent to the
Effective Date, FairPoint, their respective EstaRsorganized FairPoint and each Person who,
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directly or indirectly, has held, holds, or mayd@llaims or Old FairPoint Equity Interest will
release, waive and discharge unconditionally aneMier each of the Released Parties from any
and all Claims, Causes of Action and Liabilitiesatdoever (including those arising under the
Bankruptcy Code), whether known or unknown, forasgreunforeseen, existing or hereinafter
arising in law, equity, or otherwise, based in véhot in part on any act, omission, transaction,
event or other occurrence: (a) taking place betteePetition Date in connection with or
relating to FairPoint; and (b) in connection witblated to, or arising out of FairPoint’'s Chapter
11 Cases, the pursuit of confirmation of the Ptha,consummation thereof, the administration
thereof or the property to be distributed thereunpl®vided that the foregoing will not operate
as a waiver of or release from any Causes of Acsalting from the willful misconduct of any
Released Partyrovided furtherthat solely with respect to any Person (othen thairPoint,

their respective Estates, or Reorganized FairPaing) does not vote to accept the Plan or who
is not deemed to have accepted the Plan, the egbgasuch Person of any of the Released
Parties will be solely to the extent that such Reéel Party would have a pre-Effective Date
indemnification claim against FairPoimirovided furtheythat (i) the foregoing releases will not
apply to obligations arising under the Plan, andl{e foregoing releases will not be construed
to prohibit a party in interest from seeking toawok the terms of the Plan.

3. Avoidance Actions/Objections

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

4, Injunction or Stay

From and after the Effective Date, all Persons béllpermanently enjoined from
commencing or continuing in any manner againstHeaint or Reorganized FairPoint, their
successors and assigns, and their assets andt@epas the case may be, any suit, action or
other proceeding, on account of or respecting dayrC Liability, Cause of Action, interest or
remedy released or to be released pursuant tddheoPthe order confirming the Plan.

Except as otherwise expressly provided for in tlaen HFrom and after the Effective Date,
all Persons will be precluded from asserting agdtagPoint, the Debtors-in-Possession,
FairPoint’s Estates, Reorganized FairPoint, thea&ssdd Parties, and their respective assets and
properties, any other Claims or Equity Interesteannection with, relating to or arising out of
any documents, instruments, or any act or omissitansaction or other activity of any kind or
nature relating to FairPoint that occurred befbeeEffective Date.

The rights afforded in the Plan and the treatméatlcClaims and Equity Interests
therein will be in exchange for and in completastattion of all Claims and Equity Interests of
any nature whatsoever, including, without limitati@any interest accrued on Claims from and
after the Petition Date, against FairPoint or ahtheir respective assets, properties or Estates.
On the Effective Date, all such Claims against, Bqdity Interests in FairPoint will be fully
released and discharged.
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M. RETENTION OF JURISDICTION

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

(1) hear and determine pending applications for theraption or rejection of
executory contracts or unexpired leases and tbevatice of Cure amounts and Claims resulting
therefrom;

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

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

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

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

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

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

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

(ix)  hear and determine matters concerning state, éochfederal taxes in
accordance with sections 346, 505 and 1146 of #rkBiptcy Code (including, without
limitation, any request by FairPoint), prior to th#ective Date or request by Reorganized
FairPoint after the Effective Date for an expedidetermination of tax issues under section
505(b) of the Bankruptcy Code;

x) hear and determine all disputes involving the exis¢, scope and nature
of the discharges granted under the Plan, the @oafion Order or the Bankruptcy Code;
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(xi)  issue injunctions and effect any other actions thay be necessary or
appropriate to restrain interference by any Pevgtimthe consummation, implementation or
enforcement of the Plan, the Confirmation Ordesiwy other order of the Bankruptcy Court;

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

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

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

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

Section XVI of the Plan provides for certain adufitl provisions including, but not
limited to, effectuating documents and further s@gtions, withholding and reporting
requirements, corporate action, modification of Bthen, revocation or withdrawal of the Plan,
the Plan Supplement, payment of statutory feesnpken from transfer taxes and expedited tax
determination.

VII.
CERTAIN FACTORS TO BE CONSIDERED

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

A. GENERAL CONSIDERATIONS

The formulation of a reorganization plan is thenpipal purpose of a chapter 11 case.
The Plan sets forth the means for satisfying thi@ua Claims against FairPoint.
Reorganization of FairPoint under the proposed Blsm avoids the potentially adverse impact
of a liquidation on employees of FairPoint and camgnof its customers, suppliers and trade
vendors.
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B. CERTAIN BANKRUPTCY CONSIDERATIONS
1. Parties-in-Interest May Object to FairPoint’s Classfication of Claims

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

2. Failure to Satisfy Vote Requirement

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

3. Risk of Non-Confirmation of Plan; Feasibility

Even if all Impaired Classes of Claims accept erdggemed to have accepted the Plan,
or, with respect to a Class that rejects or is d&kta reject the Plan, the requirements for
“cramdown” are met, the Bankruptcy Court, which eaercise substantial discretion, may
determine that the Plan does not meet the requiresniier confirmation under section 1129(a)
and (b) of the Bankruptcy Cod&ee Section X.C. (“Confirmation of the Plan—Requiments
for Confirmation of the Plan”). Section 1129(a) of the Bankruptcy Code requiaesyng other
things, a demonstration that the confirmation ef Btan will not be followed by liquidation or
need for further financial reorganization of FairR@nd that the value of distributions to
creditors who vote to reject the Plan not be Ikas the value of distributions such creditors
would receive if FairPoint were liquidated undeapter 7 of the Bankruptcy Cod&ee Section
X.C.1 (“Confirmation of the Plan—Requirements for @ firmation of the Plan—
Requirements of Section 1129(a) of Bankruptcy CoyeAlthough FairPoint believes that the
Plan will meet the requirements for confirmatidrere can be no assurance that the Bankruptcy
Court will reach the same conclusion.

4, Non-Consensual Confirmation

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

If the Bankruptcy Court determines that the Plaates section 1129 of the Bankruptcy
Code in any manner, including, but not limitedttee cramdown requirements under section
1129(b) of the Bankruptcy Code, FairPoint resetliesight to amend the Plan in such manner
S0 as to satisfy the requirements of section 1128eoBankruptcy Code. Such amendments
may include, but are not limited to, the alteratoorelimination of Distributions to various
Classes.

5. FairPoint May Object to the Amount of a Claim

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

6. Risk of Not Receiving Regulatory Approvals

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

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

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

8. Risk of Liquidation

If the Plan is not confirmed and consummated, tkarebe no assurance that FairPoint’s
Chapter 11 Cases will continue rather than be aved¢o a liquidation, or that any alternative
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plan of reorganization would be on terms as faviertdholders of Claims as the terms of the
Plan. If a liquidation or protracted reorganizati@ere to occur, the distributions to holders of
Allowed Claims under the Plan would be drasticafiguced. FairPoint believes that, in a
liquidation under chapter 7, before holders of Aéal Claims received any distributions,
additional administrative expenses of a chapteustée and such trustee’s attorneys,
accountants and other professionals would causbstantial diminution in the value of its
Estate. In addition, certain additional Claims \doarise by reason of the liquidation under
chapter 7 and from the rejection of unexpired Is@s® other executory contracts in connection
with the possible cessation of certain of FairPsiaperations.

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

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

1. Risks Associated with FairPoint’s Business Operatits

An additional discussion of the risks associatetth WairPoint’s business operations is set
forth in FairPoint Communications’ Annual Reportleorm 10-K for the fiscal year ended
December 31, 2008, filed with the Securities andiaxge Commission on March 5, 2009, as
supplemented by FairPoint Communications’ QuartBeyports on Form 10-Q for the quarterly
periods ended (i) March 31, 2009, filed with the@dies and Exchange Commission on May 5,
2009, as amended on May 8, 2009, (ii) June 30, Z@168 with the Securities and Exchange
Commission on August 5, 2009 and (iii) September2B09, filed with the Securities and
Exchange Commission on November 20, 2088e Section VIl (“Certain Factors to be
Considered”) Such risks include, without limitation:

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

» the restrictions imposed by agreements governimgPbimt’'s indebtedness;

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

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

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

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

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

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

3. Dividend Policies for Reorganized FairPoint Commurgations

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

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

The Projections forecast Reorganized FairPointeyajons through the period ending
December 31, 2013. The Projections are based merus assumptions that are an integral
part of the Projections, including confirmation asmhsummation of the Plan in accordance with
its terms, the anticipated future performance asfganized FairPoint, industry performance,
general business and economic conditions, competi@idequate financing and other matters,
many of which will be beyond the control of FairRpiand some or all of which may not
materialize. In addition, unanticipated events aincimstances occurring subsequent to the
date that this Disclosure Statement is approvetth&@Bankruptcy Court may affect the actual
financial results of Reorganized FairPoint’s opere&t. These variations may be material and
may adversely affect the value of the New Commanrksand the ability of Reorganized
FairPoint to pay the obligations owing to certagiders of Claims entitled to Distributions under

90



the Plan. Because the actual results achieveddghout the periods covered by the Projections
may vary from the projected results, the Projedisinould not be relied upon as a guarantee,
representation or other assurance of the actualksebkat will occur.

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

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

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

Although a copy of this Disclosure Statement waseskon the Securities and Exchange
Commission, and the Securities and Exchange Cornonigsas given an opportunity to object to
the adequacy of this Disclosure Statement befad@tnkruptcy Court approved it, this
Disclosure Statement was not filed with the Semgiand Exchange Commission. Neither the
Securities and Exchange Commission nor any stgtéatry authority has passed upon the
accuracy or adequacy of this Disclosure Statenoerthe exhibits or the statements contained
herein, and any representation to the contrarplisvful.

3. Disclosure Statement May Contain Forward Looking Satements

This Disclosure Statement may contain “forward lagkstatements” within the meaning
of the Private Securities Litigation Reform Actk895, as amended. Such statements consist of
any statement other than a recitation of histoffi@ei and can be identified by the use of forward
looking terminology such as “may,” “expect,” “anpate,” “estimate” or “continue” or the
negative thereof or other variations thereon orgamable terminology. The reader is cautioned
that all forward looking statements are necessapBculative and there are certain risks and
uncertainties that could cause actual events aitset® differ materially from those referred to
in such forward looking statements. The Liquidatfnalysis attached hereto Bshibit C,
distribution projections and other information cined herein and attached hereto are estimates
only, and the timing and amount of actual distridms to holders of Allowed Claims may be
affected by many factors that cannot be predictgterefore, any analyses, estimates or
recovery projections may or may not turn out tabeurate.

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

This Disclosure Statement is not legal advice to yo The contents of this Disclosure
Statement should not be construed as legal, bissordsx advice. Each holder of a Claim
should consult his or her own legal counsel and@atant with regard to any legal, tax and
other matters concerning his or her Claim. Thiscldisure Statement may not be relied upon for
any purpose other than to determine how to vottherPlan or object to confirmation of the
Plan.
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5. No Admissions Made

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

6. Failure to Identify Litigation Claims or Projected Objections

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

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

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

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

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

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

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

10. No Representations Outside the Disclosure Statemeate Authorized

No representations concerning or relating to Fant?the Chapter 11 Cases or the Plan
are authorized by the Bankruptcy Court or the Baptay Code, other than as set forth in this
Disclosure Statement. In deciding whether to Yotaccept or reject the Plan, you should not
rely upon any representations or inducements n@adedure your acceptance or rejection of the
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Plan that are other than as contained in, or irgluaslith, this Disclosure Statement. You should
promptly report unauthorized representations ou¢ednents to the counsel to FairPoint, the
counsel to the Creditors’ Committee and/or the &thibtates Trustee for the Southern District of
New York.

F. CERTAIN TAX CONSIDERATIONS

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

VIII.
RESALE OF SECURITIES RECEIVED UNDER THE PLAN

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

Section 1145(b) of the Bankruptcy Code providegadrtinent part:

(1) Except as provided in paragraph (2) of this suliseend except with
respect to ordinary trading transactions of antethat is not an issuer, an entity is an
underwriter under section 2(11) of the Securities, & such entity—

(A)  purchases a claim against, interest in, or clainafo
administrative expense in the case concerningjebeor, if such purchase is with a view to
distribution of any security received or to be reed in exchange for such a claim or interest;

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

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

0] with a view to distribution of such securities; and

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

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

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

(i) (the purchase or sale of such fractional interkesta or to
entities receiving such fractional interests urttlerplan; or

(B) the purchase or sale for such entities of suchifna&l or whole
interests as are necessary to adjust for any remgdiractional interests after such matching.

(3)  An entity other than an entity of the kind spedfia paragraph (1) of this
subsection is not an underwriter under section)2g1 the Securities Act with respect to any
securities offered or sold to such entity in thenmex specified in subsection (a)(1) of this
section.

To the extent that persons deemed to be “underatiteceive securities pursuant to the
Plan, resales by such entities would not be exeairptesection 1145 of the Bankruptcy Code
from registration under the Securities Act or othpplicable law. However, entities deemed to
be “underwriters” may be able to sell such seasitvithout registration subject to the
provisions of Rule 144 promulgated under the Sé@esrAct, which permits the public sale of
securities received pursuant to the Plan by penratwoswould be deemed to be “underwriters”
pursuant to section 1145 of the Bankruptcy Codejesti to the availability to the public of
current information regarding the issuer and tawa limitations and certain other conditions.

On the Effective Date, Reorganized FairPoint Comications will enter into the
Registration Rights Agreement with each holderrebger than 10%, on a fully diluted basis, of
the New Common Stock. Each Holder of RegistrabuBges will be entitled to request an
aggregate of two demand registratiomsvided that no such rights will be demanded prior to
the expiration of the date which is one hundretht§ig180) days following the Effective Date.
Moreover, if any Holder of Registration Securitimromes the holder of less than 7.5% of the
New Common Stock, such holder’s rights under thgifetion Rights Agreement will
terminate. A form of the Registration Rights Agres including a form of shelf registration
agreement if necessary, will be included in thenFapplement.

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

IX.
VOTING REQUIREMENTS

On | |, 2010, the Bankruptcy Court entehedDisclosure Statement Approval
Order that, among other things, approved this D&ale Statement, set voting procedures and
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scheduled the Confirmation Hearing. A copy of Eheclosure Statement Approval Order and
the Notice of the Confirmation Hearing are encloaéti this Disclosure Statement as part of the
Solicitation Package. The Disclosure Statementréygd Order sets forth in detail, among other
things, procedures governing voting deadlines déelation deadlines. The Disclosure
Statement Approval Order, the Notice of the Condition Hearing and the instructions attached
to the Ballot should be read in connection witts $ection of this Disclosure Statement.

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

BMC Group, Inc.

444 North Nash Street

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

If you wish to obtain an additional copy of the ®l¢his Disclosure Statement or any
exhibits to such documents, at your own expendessarmtherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Graup, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 28880100 or by electronic mail at
fairpoint@bmcgroup.com.

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

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

A. VOTING DEADLINE

This Disclosure Statement and the appropriate Ea)lare being distributed to all
holders of Claims who are entitled to vote on ttenP There is a separate Ballot designated for
each impaired voting Class in order to facilitatéevtabulation; however, all Ballots are
substantially similar in form and substance (ext¢kat, as noted below, the Ballots sent to
holders of Unsecured Claims will permit them taceleertain treatment of their Claims), and the
term “Ballot” is used without intended referencehe Ballot of any specific Class of Claims.
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IN ACCORDANCE WITH THE DISCLOSURE STATEMENT APPROMAORDER,
IN ORDER TO BE CONSIDERED FOR PURPOSES OF ACCEPTIDIB REJECTING THE
PLAN, ALL BALLOTS MUST BE RECEIVED BY THE VOTING AGENT NO LATER
THAN [ : ]1[].M. (NEW YORK TIME) ON | |, @10, THE VOTING DEADLINE.
ONLY THOSE BALLOTS ACTUALLY RECEIVED BY THE VOTINGDEADLINE WILL
BE COUNTED AS EITHER ACCEPTING OR REJECTING THE PNA

B. HOLDERS OF CLAIMS ENTITLED TO VOTE

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

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

The holder of a Claim against FairPoint that isgaimed” under the Plan is entitled to
vote to accept or reject the Plan if (1) the Pleoviales a distribution in respect of such Claim
and (2) (a) the Claim has been scheduled by FaitRand such Claim is not scheduled as
disputed, contingent or unliquidated) or (b) thédkeo had timely filed a proof of Claim pursuant
to sections 502(a) and 1126(a) of the BankruptogeCand Bankruptcy Rules 3003 and 3018.
Any Claim against FairPoint objected to by FairRain or prior to | |, 2010, will not
be counted for any purpose in determining whetheréquirements of section 1126(c) of the
Bankruptcy Code have been met, unless, and taxteatehat, a claimant, whose Claim has
been objected to, files, on or before | 01.® a motion for temporary allowance for
voting purposes under Bankruptcy Rule 3018, andtre&ruptcy Court grants such motion for
temporary allowance.

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

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

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

C. VOTE REQUIRED FOR ACCEPTANCE OF CLASS

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

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

D. VOTING PROCEDURES
1. Ballots

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

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

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

Ballots must be delivered to the Voting Agent, at:

If by reqular mai

BMC Group, Inc.

Attn: FairPoint Communications, Inc. Ballot Prosiag
PO Box 3020

Chanhassen, MN 55317-3020

If by messenger or overnight delivery

BMC Group, Inc.

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

Chanhassen, MN 55317

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

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

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

2. Withdrawal or Change of Votes on Plan

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

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

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

3. Voting Multiple Claims

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

X.
CONFIRMATION OF THE PLAN

A. CONFIRMATION HEARING

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

The Confirmation Hearing has been scheduled to cemesnon | |, 2010 at
[ ][]m.(New York time) before the Honoraliderton R. Lifland, United States
Bankruptcy Judge, in Room 623 of the United StBskruptcy Court for the Southern District
of New York, One Bowling Green, New York, New YdR004. The Confirmation Hearing
may be adjourned from time to time by the Bankry@ourt without further notice, except for
an announcement of the adjourned date made atahiri@ation Hearing.

B. DEADLINE TO OBJECT TO CONFIRMATION

Any objection to the confirmation of the Plan mhsetmade in writing, specify in detail
(i) the name and address of the objector, (iipedunds for the objection and (iii) the amount of
the Claim or number and class of shares of sto¢kaoPoint held by the objector. Any such
objection must be filed with the Bankruptcy Cowvith a copy to Judge Lifland’s chambers, and
served so that it is receivéy the Bankruptcy Court, chambers, and the folimaparties on or
before | |, 2010 at[__: ][ ].m. (New Ydike): Paul, Hastings, Janofsky & Walker
LLP, attorneys for FairPoint, 75 East 55th Stréketw York, NY 10022, Attn: Luc A. Despins,
Esqg. and James T. Grogan, Esq.; (b) FairPoinfaidoint Communications, Inc., 521 East
Morehead Street, Suite 500, Charlotte, NC 282@&.Susan L. Sowell, Esq., Vice President
and Assistant General Counsel; (c) Andrews KurtP L450 Lexington Avenue, New York, NY
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10017, Attn: Jonathan Levine and Paul N. Silverstaitorneys to the official committee of
unsecured creditors; (d) the United States Attofoeyhe Southern District of New York, 86
Chambers Street, New York, NY 10007, Attn: Preeadna, Esq.; (e) the Internal Revenue
Service, 290 Broadway, New York, NY 10007, Attnslict and Regional Directors; (f) the
Securities and Exchange Commission, 233 Broadwaw; Kork, NY 10279 (g) the Federal
Communications Commission, 445 12th Street, SW,Aivigson, DC 20554, (h) Cohen, Weiss
and Simon LLP, 330 West 42nd Street, 25th Flooky Nerk, NY. 10036-6976, Attn: David R.
Hock; and (i) Kaye Scholer LLP, 425 Park AvenuewNéork NY 10022, Attn: Margot B.
Schonholtz, Esq. and Nicholas Cremona, Esq., &ysrto Bank of America, N.A. as
administrative agent for FairPoint’s prepetitiocs®d lenders.

C. REQUIREMENTS FOR CONFIRMATION OF THE PLAN

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

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

At the Confirmation Hearing, the Bankruptcy Couili wetermine whether the following
confirmation requirements specified in section 1dPthe Bankruptcy Code have been satisfied:

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

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

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

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

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

(7)  With respect to each Class of Claims or Equityredes, each holder of an
Impaired Claim or Impaired Equity Interest eithaslaccepted the Plan or will receive or retain
under the Plan on account of such holder’s Claifaaurity Interest, property of a value, as of the
Effective Date, that is not less than the amouoh$wlder would receive or retain if FairPoint
was liquidated on the Effective Date under chaptef the Bankruptcy CodeSee Section
X.C.1.b (“Confirmation of the Plan—Requirements fa€onfirmation of the Plan—
Requirements of Section 1129(a) of Bankruptcy CodBest Interests Test?)

(8) Except to the extent the Plan meets the requiresyadrgection 1129(b) of
the Bankruptcy Code (discussed below), each Cla€saams or Equity Interests has either
accepted the Plan or is not impaired under the.Plan

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

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

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

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

(b) Best Interests Test

As described above, the Bankruptcy Code requirgtsetiich holder of an Impaired Claim
or Equity Interest either (i) accepts the Planiipr¢ceives or retains under the Plan propertst of
value, as of the Effective Date, that is not Iésstthe value such holder would receive or retain
if FairPoint were liquidated under chapter 7 of Bankruptcy Code on the Effective Date.

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

FairPoint’s costs of liquidation under chapter Andonclude the fees payable to a
chapter 7 trustee in bankruptcy, as well as thiegerhight be payable to attorneys and other
professionals that such a trustee may engageaplisnpaid expenses incurred by FairPoint
during the Chapter 11 Cases and allowed in thetehapase, such as compensation for
attorneys, financial advisors, appraisers, accousit@nd other professionals, and costs and
expenses of members of any statutory committe@sdéeured creditors appointed by the United
States Trustee pursuant to section 1102 of the iaptdy Code and any other committee so
appointed. Moreover, in a chapter 7 liquidatiatgitional claims would arise by reason of the
breach or rejection of obligations incurred, andaKory contracts or leases entered into, by
FairPoint both prior to, and during the pendencytlod Chapter 11 Cases.

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

After consideration of the effects that a chaptéquidation would have on the ultimate
proceeds available for distribution to creditorgiohapter 11 case, including (i) the increased
costs and expenses of a liquidation under chapaeisihg from fees payable to a trustee in
bankruptcy and professional advisors to such te,gi@ the erosion in value of assets in a
chapter 7 case in the context of the expeditiaysdiation required under chapter 7 and the
“forced sale” atmosphere that would prevail anij $iibstantial increases in claims which would
be satisfied on a priority basis, FairPoint hagdrined that confirmation of the Plan will
provide each creditor and equity holder with a very that is not less than it would receive
pursuant to a liquidation of FairPoint under chaptef the Bankruptcy Code.

Moreover, FairPoint believes that the value of disgributions from the liquidation
proceeds to each Class of Allowed Claims in a draptase would be the same or less than the
value of distributions under the Plan because sdisthibutions in a chapter 7 case may not occur
for a substantial period of time. In this regatdas possible that distribution of the proceeds of
the liquidation could be delayed for a year or mafter the completion of such liquidation in
order to resolve the Claims and prepare for digtitims. In the event litigation were necessary
to resolve Claims asserted in the chapter 7 chsajdlay could be further prolonged and
Administrative Expense Claims further increased.
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The Liquidation Analysis (as defined herein) atetlasExhibit C to this Disclosure
Statement is an estimate of the proceeds that magberated as a result of a hypothetical
chapter 7 liquidation of the assets of FairPoiftte analysis is based upon a number of
significant assumptions which are described. Tigeidation Analysis does not purport to be a
valuation of FairPoint’s assets and is not necdgsadicative of the values that may be realized
in an actual liquidation.

(© Liquidation Analysis

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

2. Acceptance by Impaired Classes

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

3. Feasibility

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

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

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

4.

Requirements of Section 1129(b) of Bankruptcy Code

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

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

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

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

Unsecured ClaimsEither (i) each holder of an impaired unseculadn

receives or retains under the plan property oflaevaqual to the amount of its
allowed unsecured claim or (ii) the holders of migiand interests that are junior
to the claims of the dissenting class will not reeer retain any property under
the plan of reorganization.

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

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

A. LIQUIDATION UNDER CHAPTER 7

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

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

B. ALTERNATIVE PLAN OF REORGANIZATION OR LIQUIDATION

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

A. INTRODUCTION

The following discussion is a summary of certai®federal income tax consequences
of the consummation of the Plan to FairPoint ancetdain U.S. Holders and Non-U.S. Holders
(each as defined herein) of Claims, specificalllyahe Class 4 and Class 7 Claims. The
following summary does not address the U.S. fedecaime tax consequences to holders of
Claims who are unimpaired or otherwise entitle@agment in full in Cash under the Plan. This
summary is based on the Internal Revenue Code8f, 5 amended (the “IRCthe U.S.
Treasury Regulations promulgated thereunder, jabaithorities, published administrative
positions of the U.S. Internal Revenue Service (lR&”) and other applicable authorities, all as
in effect on the date of this Disclosure Statenarut all of which are subject to change or
differing interpretations, possibly with retroaaieffect. Due to the lack of definitive judicial
and administrative authority in a number of arsafstantial uncertainty may exist with respect
to some of the tax consequences described belawophion of counsel has been obtained and
FairPoint does not intend to seek a ruling fromIB® as to any of the tax consequences of the
Plan discussed below. The discussion below imaling upon the IRS or the courts. No
assurance can be given that the IRS would nottasse¢hat a court would not sustain, a
different position than any position discussed imere

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

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

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

ACCORDINGLY, THE FOLLOWING SUMMARY OF CERTAIN U.SFEDERAL
INCOME TAX CONSEQUENCES IS FOR INFORMATIONAL PURP@ES ONLY AND IS
NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING AND ADVIE BASED UPON
THE INDIVIDUAL CIRCUMSTANCES PERTAINING TO A HOLDEROF A CLAIM. ALL
HOLDERS OF CLAIMS ARE URGED TO CONSULT THEIR OWN T®ADVISORS FOR
THE FEDERAL, STATE, LOCAL AND NON-U.S. TAX CONSEQUY¥CES OF THE PLAN.

INTERNAL REVENUE SERVICE CIRCULAR 230 DISCLOSURE : TO ENSURE
COMPLIANCE WITH REQUIREMENTS IMPOSED BY THE IRS, ANTAX ADVICE
CONTAINED IN THIS DISCLOSURE STATEMENT (INCLUDING NY ATTACHMENTS)
IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOTBUSED, BY ANY
TAXPAYER FOR THE PURPOSE OF AVOIDING TAX RELATED MRALTIES UNDER
THE INTERNAL REVENUE CODE. TAX ADVICE CONTAINED INTHIS DISCLOSURE
STATEMENT (INCLUDING ANY ATTACHMENTS) IS WRITTEN INCONNECTION
WITH THE PROMOTION OR MARKETING OF THE TRANSACTION®R MATTERS
ADDRESSED BY THE DISCLOSURE STATEMENT. EACH TAXPAR SHOULD SEEK
ADVICE BASED ON THE TAXPAYER'’S PARTICULAR CIRCUMSTACES FROM AN
INDEPENDENT TAX ADVISOR.

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

1. Cancellation of Debt and Reduction of Tax Attributes

In general, absent an exception, a debtor wilizeand recognize cancellation of debt
income (“COD Incom8® upon satisfaction of its outstanding indebtednies total consideration
less than the amount of such indebtedness. Thear@mbdCOD Income, in general, is the excess
of (a) the adjusted issue price of the indebtedsassfied, over (b) the sum of (x) the amount of
Cash paid, (y) the issue price of any new indel#ssiof the taxpayer issued and (z) the fair
market value of any new consideration (includingNM@ommon Stock and New Warrants)
given in satisfaction of such indebtedness atithe bf the exchange.
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A debtor will not, however, be required to inclualey amount of COD Income in gross
income if the debtor is under the jurisdiction afaurt in a case under chapter 11 of the
Bankruptcy Code and the discharge of debt occursupnt to that proceeding. Instead, as a
consequence of such exclusion, a debtor must retiutae attributes by the amount of COD
Income that it excluded from gross income purst@section 108 of the IRC. In general, tax
attributes will be reduced in the following ord€g) net operating losses (“NO0)s(b) most tax
credits; (c) capital loss carryovers; (d) tax basiassets (but not below the amount of liabilities
to which the debtor remains subject); (e) passtiwity loss and credit carryovers; and (f)
foreign tax credits. A debtor with COD Income nedgct first to reduce the basis of its
depreciable assets pursuant to Section 108(b)@edRC, though it has not been determined
whether FairPoint would make this election. In ¢bhatext of a consolidated group of
corporations, the tax rules provide for a compledeang mechanism in determining how the tax
attributes of one member can be reduced by the @©&me of another member.

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

2. Limitation of NOL Carryforwards and Other Tax Attri butes

FairPoint anticipates that Reorganized FairPoitithvaive significant tax attributes at
emergence. The exact amount of such tax attriltbégswvill be available to Reorganized
FairPoint at emergence is based on a number arfaahd is not possible to calculate at this
time. Some of the factors that will impact the ammoof available tax attributes include: (a) the
amount of tax losses incurred by FairPoint in 2q0®the fair market value of the New
Common Stock, New Warrants, and the issue pritkeoNew Term Loan; and (c) the amount
of COD Income incurred by FairPoint in connectioittiveonsummation of the Plan. Following
consummation of the Plan, FairPoint anticipates ¢eeain built-in gains of FairPoinit€., the
excess of the fair market value of assets ovetakhéasis of such assets), if recognized within a
five-year period following consummation, may ingedhe amount subject to the annual
limitation under Section 382 of the IRC as a restilin “ownership change” of FairPoint by
reason of the transactions pursuant to the Plan.

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

(1) General Section 382 Annual Limitation

This discussion refers to the limitation determineder Section 382 of the IRC in the
case of an “ownership change” as the “Section 388tation.” In general, the annual Section
382 Limitation on the use of Pre-Change Lossesyn‘post-change year” is equal to the
product of (a) the fair market value of the stotkhe corporation immediately before the
“ownership change” (with certain adjustments) npliid by (b) the “long-term tax-exempt rate”
in effect for the month in which the “ownership olga” occurs (approximately 4.16% for the
month of December 2009). However, as discussamhbhélairPoint expects to elect a special
rule available under a chapter 11 case to valustthek of FairPoint Communications
immediately after the effectiveness of the Plahe Bection 382 Limitation may be increased to
the extent that FairPoint recognizes certain baiains in its assets during the five-year period
following the ownership change, or FairPoint istesl as recognizing built-in gains pursuant to
the safe harbors provided in IRS Notice 2003-6&ctiSn 383 of the IRC applies a similar
limitation to capital loss carryforwards and tardits. Any unused limitation may be carried
forward, thereby increasing the annual limitatiorihe subsequent taxable year. As discussed
below, however, special rules may be elected ircHse of a corporation which experiences an
ownership change as the result of a bankruptcysaaiag.

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

(i) Special Bankruptcy Exceptions

An exception to the foregoing annual limitationesigenerally applies when so-called
“qualified creditors” of a debtor company in chapté receive, in respect of their Claims, at
least 50% of the vote and value of the stock ofrfueganized debtor (or a controlling
corporation if also in chapter 11) pursuant to aficmed chapter 11 plan (the “382(1)(5)
Exceptiori). Under the 382(1)(5) Exception, a debtor's Pteange Losses are not limited on an
annual basis but, instead, the debtor's NOLs ayeired to be reduced by the amount of any
interest deductions claimed during any taxable geding during the three-year period
preceding the taxable year that includes the efectate of the plan of reorganization, and
during the part of the taxable year prior to araduding the effective date of the plan of
reorganization, in respect of all debt converted stock in the reorganization. If the 382(1)(5)
Exception applies and the debtor undergoes anotheership change within two years after
consummation, then the debtor’s Pre-Change Loseakivibe eliminated in their entirety.

Where the 382(1)(5) Exception is not applicabléh@i because the debtor does not
qualify for it or the debtor otherwise elects noutilize the 382(1)(5) Exception), a second
special rule will generally apply (the “382(1)(6x¢eptiori). When the 382(1)(6) Exception
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applies, a debtor corporation that undergoes arewshp change generally is permitted to
determine the fair market value of its stock affting into account the increase in value
resulting from any surrender or cancellation ofidi@s’ claims in the bankruptcy. This differs
from the ordinary rule that requires the fair manaue of a debtor corporation that undergoes
an ownership change to be determined immediatdtyé¢he events giving rise to the change.
The 382(1)(6) Exception also differs from the 3§41 Exception in that the debtor corporation
is not required to reduce its NOLs by interest a#idas in the manner described above, and the
debtor may undergo a change of ownership withinyrears without causing the complete
elimination of its Pre-Change Losses.

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

3. Alternative Minimum Tax

In general, an alternative minimum tax (“AN)Tis imposed on a corporation’s
alternative minimum taxable income _(“AMT7lat a 20% rate to the extent such tax exceeds the
corporation’s regular federal income tax for tharyeAMT]I is generally equal to regular taxable
income with certain adjustments. For purposesoffuting AMTI, certain tax deductions and
other beneficial allowances are modified or elinggia For example, only 90% of a
corporation’s AMTI may be offset by available attative tax NOL carryforwards.

Additionally, under Section 56(g)(4)(G) of the IR&h) ownership change (as discussed above)
that occurs with respect to a corporation havimgtaunrealized built-in loss in its assets will
cause, for AMT purposes, the adjusted basis of aasét of the corporation immediately after
the ownership change to be equal to its proporteshare (determined on the basis of
respective fair market values) of the fair markadtue of the assets of the corporation, as
determined under Section 382(h) of the IRC, immtetiydbefore the ownership change.
FairPoint believes it will not have a net unredlizriilt-in loss in its assets immediately after the
ownership change, and therefore may not be impdtedese AMT rules with respect to built-
in losses. However, it is uncertain at this timeetiner other tax items of FairPoint will subject
FairPoint to the AMT rules.

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

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

The following discussion assumes that the obligatinderlying each Allowed
Prepetition Credit Agreement Claim is properly tegbas debt (rather than equity) of FairPoint.
Pursuant to the Plan, each holder of an Allowegé&tieon Credit Agreement Claim will receive
such holder'sro ratashare (taking into account the election describetis Disclosure
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Statement) of the New Term Loan and the New Com8touk (as further described in this
Disclosure Statement above) and possibly some anro@ash.

Whether a U.S. Holder of an Allowed Prepetition d@irédgreement Claim recognizes
gain or loss as a result of the exchange of ittnClar the New Term Loan, the New Common
Stock, Cash or all three depends on whether (axbleange qualifies as a tax-free
recapitalization, which in turn depends on whetherdebt underlying the Allowed Prepetition
Credit Agreement Claim surrendered and the New Tlayam (with respect to receipt of the
New Term Loan) are treated as a “security” forrg@rganization provisions of the IRC, (b) the
U.S. Holder has previously included in income aograed but unpaid interest with respect to
the Allowed Prepetition Credit Agreement Claim, ffe¢ U.S. Holder has claimed a bad debt
deduction or worthless security deduction with egspo such Allowed Prepetition Credit
Agreement Claim and (d) the U.S. Holder uses tlceuat or cash method of accounting for tax
purposes.

0] Treatment of a Debt Instrument as a Security

Whether a debt instrument constitutes a “secufay’U.S. federal income tax purposes
is determined based on all the relevant facts asdrostances, but most authorities have held
that the length of the term of a debt instrumeminsmportant factor in determining whether
such instrument is a security for U.S. federal medax purposes. These authorities have
indicated that a term of less than five years idewce that the instrument is not a security,
whereas a term of ten years or more is evidendettisaa security. There are numerous other
factors that could be taken into account in detemmgi whether a debt instrument is a security,
including the security for payment, the creditwardss of the obligor, the subordination or lack
thereof to other creditors, the right to vote drestvise participate in the management of the
obligor, convertibility of the instrument into aguaty interest of the obligor, whether payments
of interest are fixed, variable or contingent, arftether such payments are made on a current
basis or accrued. Each U.S. Holder of an AllowepEtition Credit Agreement Claim should
consult with its own tax advisor to determine wieetbr not the debt underlying such Prepetition
Credit Agreement Claim is a security for U.S. fedéncome tax purposes.

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

If a debt instrument constituting a surrendereaA#d Prepetition Credit Agreement
Claim and the New Term Loan are each treated as@ufity” for U.S. federal income tax
purposes, the exchange of a U.S. Holder’s Allowespétition Credit Agreement Claim for the
New Term Loan should be treated as a recapitadzaiind therefore a reorganization, under the
IRC. If a debt instrument constituting a surrerdefllowed Prepetition Credit Agreement
Claim is treated as a security for U.S. federabie tax purposes, the exchange of a U.S.
Holder’s Allowed Prepetition Credit Agreement Clafion the New Common Stock should be
treated as a recapitalization, and therefore ayegozation, under the IRC. A U.S. Holder of a
surrendered Allowed Prepetition Credit Agreemeraii@lwill recognize gain, but not loss, on
the exchange. Specifically, the U.S. Holder valt@gnize (a) capital gain, subject to the
“market discount” rules discussed below, to theeribf the lesser of (i) the amount of gain
realized from the exchange or (ii) the amount dh&op property” (.e., property that is not a
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“security” for U.S. federal income tax purposegisas Cash, and “securities” to the extent that
the principal amount of securities received excebkdgrincipal amount of securities
surrendered) received, and (b) ordinary interesinme to the extent that the New Term Loan
and/or New Common Stock are treated as receivedtisfaction of accrued but untaxed interest
on the debt instrument underlying the Allowed Ptejom Credit Agreement ClaimSee Section
XII.C.1.v (“Certain Federal Income Tax Consideratis—Certain U.S. Federal Income Tax
Consequences of the Plan to U.S. Holders of Allow&dims—Consequences to U.S. Holders
of Prepetition Credit Agreement Claims—Accrued Inést”). In such case, a U.S. Holder’s tax
basis in its New Term Loan and New Common Stockikhbe equal to the tax basis of the
obligation constituting the Allowed Prepetition @ittAgreement Claim surrendered therefor
(increased by the amount of any gain recognizeddacdeased by the fair market value of “other
property” received). In addition, a U.S. Holdenalding period for its New Term Loan and

New Common Stock should include the holding pefadhe obligation constituting the
surrendered Allowed Prepetition Credit Agreemeraii@| provided that the tax basis of any
New Term Loan or New Common Stock treated as redeiv satisfaction of accrued but
untaxed interest should equal the amount of suctuad but untaxed interest, and the holding
period for any such New Term Loan and New CommaatkSshould not include the holding
period of the debt instrument constituting the endered Allowed Prepetition Credit Agreement
Claim. However, it is not FairPoint’s current inten to treat the exchange of Allowed
Prepetition Credit Agreement Claims as a tax-detereorganization.

(i)  Treatment of a U.S. Holder of an Allowed Seniori8ed Claim If the
Exchange of its Claim is not Treated as a Reorgdioiz

If a debt instrument constituting a surrendereaA#d Prepetition Credit Agreement
Claim is not treated as a “security” for U.S. fadlencome tax purposes, a U.S. Holder of such a
Claim should be treated as exchanging its Allowexpgtition Credit Agreement Claim for the
New Term Loan and/or for the New Common Stock and@ash received in a fully taxable
exchange. A U.S. Holder of an Allowed Prepetitieredit Agreement Claim who is subject to
this treatment should recognize gain or loss etjutde difference between (i) the issue price of
the New Term Loan and the fair market value ofitleev Common Stock, in each case that is
not allocable to accrued but untaxed interest arydGash received, and (ii) the U.S. Holder’s
adjusted tax basis in the obligation constitutimg surrendered Allowed Prepetition Credit
Agreement Claim. Such gain or loss should be abgiin or loss, subject to the “market
discount” rules discussed below, and should be teng capital gain or loss if the instruments
constituting the surrendered Allowed Prepetitioedr Agreement Claim were held for more
than one year. To the extent that a portion olNBe Term Loan and/or New Common Stock or
Cash is allocable to accrued but untaxed intetlesty).S. Holder may recognize ordinary
interest income See Section XII.C.1.v (“Certain Federal Income T&onsiderations—
Certain U.S. Federal Income Tax Consequences of Bian to U.S. Holders of Allowed
Claims—Consequences to U.S. Holders of Prepetitienedit Agreement Claims—Accrued
Interest”). A U.S. Holder’s tax basis in the New Term Loaneaived on the Effective Date
should equal its issue price and a U.S. Holdekdtsis in the New Common Stock should
equal its fair market value. A U.S. Holder’s holgiperiod for the New Term Loan and New
Common Stock received on the Effective Date shbelgin on the day following the Effective
Date.
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(iv)  Issue Price of a Debt Instrument

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

(v) Accrued Interest

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

The extent to which the consideration received hiy& Holder of a surrendered
Allowed Claim will be attributable to accrued ingést on the debts constituting the surrendered
Allowed Claim is unclear. Certain U.S. TreasurygRations generally treat a payment under a
debt instrument first as a payment of accrued antaxed interest and then as a payment of
principal. Application of this rule to a final pangnt on a debt instrument being discharged at a
discount in bankruptcy is unclear. Pursuant toRtae, distributions in respect of Allowed
Claims will be allocated first to the principal aomt of such Claims (as determined for U.S.
federal income tax purposes) and then, to the exterconsideration exceeds the principal
amount of the Claims, to any portion of such Claforsaccrued but unpaid interest. However,
the provisions of the Plan are not binding on fR8 hor a court with respect to the appropriate
tax treatment for creditors.

(vi)  Market Discount

Under the “market discount” provisions of Sectid236 through 1278 of the IRC, some
or all of any gain realized by a U.S. Holder exajiag the debt instruments constituting its
Allowed Claim may be treated as ordinary incomstéad of capital gain), to the extent of the
amount of “market discount” on the debt constitgtine surrendered Allowed Claim.
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In general, a debt instrument is considered to h@es acquired with “market discount”
if its U.S. Holder’s adjusted tax basis in the detrument is less than (i) the sum of all
remaining payments to be made on the debt instryragauding “qualified stated interest” or,
(i) in the case of a debt instrument issued wihdinal issue discount,” its adjusted issue price,
by at least a de minimis amount (equal to 0.25%hefsum of all remaining payments to be
made on the debt instrument, excluding qualifiedest interest, multiplied by the number of
remaining whole years to maturity).

Any gain recognized by a U.S. Holder on the taxaldeosition (determined as
described above) of debts that it acquired withketadiscount should be treated as ordinary
income to the extent of the market discount thatused thereon while such debts were
considered to be held by the U.S. Holder (unleedxts. Holder elected to include market
discount in income as it accrued). To the exteat the surrendered debts that had been
acquired with market discount are exchanged irxdrege or other reorganization transaction for
other property (as may occur here), any markebdistcthat accrued on such debts but was not
recognized by the U.S. Holder may be required todveed over to the property received
therefor and any gain recognized on the subsegadmtexchange, redemption or other
disposition of such property may be treated asnargiincome to the extent of the accrued but
unrecognized market discount with respect to tlehamged debt instrument.

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

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

Whether a U.S. Holder of an Allowed Unsecured Cleggognizes gain or loss as a
result of the exchange of its Claim for New Comn&tack or New Warrants depends on
whether (a) the exchange qualifies as a tax-fregpigalization, which in turn depends on
whether the debt underlying the Allowed Unsecuré&ntsurrendered is treated as a “security”
for the reorganization provisions of the IR&&e Section XII.C.1.i (“Certain Federal Income
Tax Considerations—Certain U.S. Federal Income T&onsequences of the Plan to U.S.
Holders of Allowed Claims—Consequences to U.S. Hwklof Prepetition Credit Agreement
Claims—Treatment of a Debt Instrument as a Secuijty(b) the U.S. Holder has previously
included in income any accrued but unpaid intengst respect to the Allowed Unsecured
Claim, (c) the U.S. Holder has claimed a bad deludtion or worthless security deduction with
respect to such Allowed Unsecured Claim and (d)ti& Holder uses the accrual or cash
method of accounting for tax purposes.

) Treatment of a U.S. Holder of an Allowed Unsecu@am if the
Exchange of its Claim is Treated as a Reorganizatio

If a debt instrument constituting a surrenderea&#d Unsecured Claim is treated as a
“security” for U.S. federal income tax purpose® #éxchange of a U.S. Holder’s Allowed
Unsecured Claim for the New Common Stock and Newrsiviéss should be treated as a
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recapitalization, and therefore a reorganizationlen the IRC. A U.S. Holder of a surrendered
Allowed Unsecured Claim will recognize gain, but tass, on the exchange. Specifically, the
U.S. Holder will recognize (a) capital gain, subbjecthe market discount rules discussed below,
to the extent of the lesser of (i) the amount of gealized from the exchange or (ii) the amount
of “other property” (i.e., property that is not seturity” for U.S. federal income tax purposes
and “securities” to the extent that the principaloaint of securities received exceeds the
principal amount of securities surrendered) reakiaad (b) ordinary interest income to the
extent that the New Common Stock and New Warramtsraated as received in satisfaction of
accrued but untaxed interest on the debt instrunnaaé¢rlying the Allowed Unsecured Claim.
See Section XII.C.1.v (“Certain Federal Income T&onsiderations—Certain U.S. Federal
Income Tax Consequences of the Plan to U.S. Holdef#\llowed Claims—Consequences to
U.S. Holders of Prepetition Credit Agreement Claim#\ccrued Interest”) In such case, a
U.S. Holder’s tax basis in its New Common Stock hiedv Warrants should be equal to the tax
basis of the obligation constituting the Allowedsgoured Claim surrendered therefor (increased
by the amount of any gain recognized and decrdagéae fair market value of “other property”
received), and a U.S. Holder’s holding period feNew Common Stock and New Warrants
should include the holding period for the obligatimonstituting the surrendered Allowed
Unsecured Claim; provided that the tax basis ofldeyy Common Stock and New Warrants
treated as received in satisfaction of accruedibtaxed interest should equal the amount of
such accrued but untaxed interest, and the hofanigd for any such New Common Stock and
New Warrants should not include the holding penbthe debt instrument constituting the
surrendered Allowed Unsecured Claim.

(i) Treatment of a U.S. Holder of an Allowed Unsecu@am if the
Exchange of its Claim is Not Treated as a Reorgsioia

If a debt instrument constituting a surrenderea&#d Unsecured Claim is not treated as
a “security” for U.S. federal income tax purposes).S. Holder of such a Claim should be
treated as exchanging its Allowed Unsecured ClaintHfe New Common Stock and New
Warrants in a fully taxable exchange. A U.S. Hololean Allowed Unsecured Claim who is
subject to this treatment should recognize gailnss equal to the difference between (i) the fair
market value of the New Common Stock and New Wasreeteived in the exchange that are
not allocable to accrued but untaxed interesg¢, Section XII.C.1.iv (“Certain Federal Income
Tax Considerations—Certain U.S. Federal Income T@&onsequences of the Plan to U.S.
Holders of Allowed Claims—Consequences to U.S. Hwklof Prepetition Credit Agreement
Claims—Issue Price of a Debt Instrument”and (ii) the U.S. Holder’s adjusted tax basithie
obligation constituting the surrendered Allowed Baiwred Claim. Such gain or loss should be
capital gain, subject to the “market discount” sutkscussed above, and should be long-term
capital gain or loss if the debts constituting snerendered Allowed Unsecured Claim were held
for more than one year. To the extent that a pomif the New Common Stock or New
Warrants is allocable to accrued but untaxed istethe U.S. Holder may recognize ordinary
interest income See Section XII.C.1.v (“Certain Federal Income T&onsiderations—
Certain U.S. Federal Income Tax Consequences of Bian to U.S. Holders of Allowed
Claims—Consequences to U.S. Holders of Prepetitienredit Agreement Claims—Accrued
Interest”). A U.S. Holder’s tax basis in the New Common &tand New Warrants should
equal their fair market value. A U.S. Holder’s dioly period for the New Common Stock and
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New Warrants received on the Effective Date shbelgin on the day following the Effective
Date.

3. Consequences to U.S. Holders of Holding New Comm@&tock
0] Dividends on New Common Stock

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

Dividends paid to U.S. Holders that are corporatiganerally will be eligible for the
dividends-received deduction so long as there @#fecient earnings and profits. However, the
dividends received deduction is only availableeiftain holding period requirements are
satisfied. The length of time that a shareholderleld its stock is reduced for any period
during which the shareholder’s risk of loss witBgect to the stock is diminished by reason of
the existence of certain options, contracts tq shbrt sales or similar transactions. In addjtion
to the extent that a corporation incurs indebtesltiest is directly attributable to an investment
in the stock on which the dividend is paid, albgportion of the dividends received deduction
may be disallowed.

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

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

Unless a non-recognition provision applies, subjiet¢he market discount rules discussed
above, U.S. Holders generally will recognize cdmtan or loss upon the sale, redemption or
other taxable disposition of the New Common Stock.
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4. Consequences to U.S. Holders of Holding the New TarLoan

0] Interest on the New Term Loan Interest paid orNBe/ Term Loan will
be taxable to a U.S. Holder as ordinary interesrime.

(i) Sale or Retirement of the New Term Loan

Upon the sale, exchange or retirement of a New Teayam, a U.S. Holder will recognize
taxable gain or loss equal to the difference betviee amount realized on the sale, exchange, or
retirement and the U.S. Holder’s adjusted tax biasise New Term Loan. For these purposes,
the amount realized does not include any amounbuat&ble to accrued interest. Amounts
attributable to accrued interest are treated asast. See Section XII.C.1.v (“Certain Federal
Income Tax Considerations—Certain U.S. Federal Ino@ Tax Consequences of the Plan to
U.S. Holders of Allowed Claims—Consequences to tH8lders of Prepetition Credit
Agreement Claims—Accrued Interest”)As it is unlikely that the New Term Loan will be
issued with market discount, gain or loss realizedhe sale, exchange or retirement of a New
Term Loan will generally be long-term capital gainloss if at the time of sale, exchange or
retirement such New Term Loan has been held foertt@n one year. However, sewith
respect to surrendered claims that were acquirddmarket discount and that are exchanged in
a tax-free transaction.

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

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

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

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

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

. such Non-U.S. Holder does not own, actually or toietively, 10 percent or
more of the total combined voting power of all skes of the voting stock of
FairPoint Communications, is not a controlled fgnecorporation related,
directly or indirectly, to FairPoint Communicatiotisough stock ownership, and
is not a bank receiving interest described in $ad@i81(c)(3)(A) of the IRC;

. the statement requirement set forth in Section®7d( Section 881(c) of the IRC
has been fulfilled with respect to the beneficiaher, as discussed below;

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

. such gain or interest income is not effectivelyrmeeted with the conduct by such
Non-U.S. Holder of a trade or business in the Wh§éates.

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

If a Non-U.S. Holder is engaged in a trade or bessnn the United States, and if any
gain or interest income realized on the exchangts @laim is effectively connected with the
conduct of such trade or business, the Non-U.Sdétphlthough exempt from the withholding
tax discussed in the preceding paragraphs, wikiggly be subject to regular U.S. federal
income tax on such gain or interest income in Hmesmanner as if it were a U.S. Holder. In
lieu of the certificate described in the precedmagagraph, such a Non-U.S. Holder will be
required to provide a properly executed IRS Forn8B\G| (or such successor form as the IRS
designates), in the manner described above, i twd#gaim an exemption from withholding
tax. In addition, if such a Non-U.S. Holder is@poration, it may be subject to a branch profits
tax equal to 30% (or such lower rate provided bwpplicable treaty) of its effectively
connected earnings and profits for the taxable,\sdject to certain adjustments.

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

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

) Dividends on New Common Stock

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

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

(i) Interest on the New Term Loan

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

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

. the statement requirement set forth in Section®7d( Section 881(c) of the IRC
has been fulfilled with respect to the beneficiaher, as discussed above.

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

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

A Non-U.S. Holder generally will not be subjectddS. federal income tax with respect
to any gain realized on the sale or other taxaisigodition of New Term Loan (other than in
respect of accrued but unpaid interest that hapmeiously been included in such Non-U.S.
Holder’s gross income, which will instead be treladis interest in the manner described above),
New Common Stock or New Warrants, unless:

. such Non-U.S. Holder is an individual who is preaserthe United States for 183
days or more in the taxable year of dispositiowbo is subject to special rules
applicable to former citizens and residents ofiiinéed States; or

. in the case of a disposition of New Common Stocklew Warrants,
Reorganized FairPoint Communications is or has lbeeng a specified testing
period a “U.S. real property holding corporatioof {J.S. federal income tax
purposes.
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Reorganized FairPoint Communications does notigatie becoming a “U.S. real
property holding corporation” for U.S. federal imee tax purposes, but no assurances can be
given in this regard.

E. WITHHOLDING AND REPORTING

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

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

THE FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN AREOMPLEX.
THE FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTHY FEDERAL
INCOME TAXATION THAT MAY BE RELEVANT TO A PARTICULAR HOLDER IN
LIGHT OF SUCH HOLDER'S CIRCUMSTANCES AND INCOME TAGITUATION. ALL
HOLDERS OF CLAIMS AND EQUITY INTERESTS SHOULD CON3O WITH THEIR
TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCE®O THEM OF THE
TRANSACTIONS CONTEMPLATED BY THE PLAN, INCLUDING T APPLICABILITY
AND EFFECT OF ANY STATE, LOCAL OR NON-U.S. TAX LAWSAND OF ANY
CHANGE IN APPLICABLE TAX LAWS.

XIII.
CONCLUSION

FairPoint believes that confirmation and implemgateof the Plan is preferable to any
of the alternatives described above because ifpnaNide the greatest recoveries to holders of
Claims. Any alternative to confirmation of the Rlauch as liquidation or attempts to confirm
another plan of reorganization, would involve sigaint delays, uncertainty, and substantial
additional administrative costs. Moreover, as dbed above, FairPoint believes that its
creditors will receive greater and earlier recoe®iinder the Plan than those that could be
achieved in a liquidation. FOR THESE REASONS, FR(RNT URGES ALL HOLDERS OF
IMPAIRED CLAIMS ENTITLED TO VOTE ON THE PLAN TO ACEPT AND TO
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EVIDENCE SUCH ACCEPTANCE BY RETURNING THEIR BALLOTSO THAT THEY
WILL BE RECEIVED WITHIN THE TIME STATED IN THE NOTCE OF CONFIRMATION
HEARING AND DISCLOSURE STATEMENT APPROVAL ORDER SBED WITH THIS
DISCLOSURE STATEMENT.
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Dated: New York, New York
February 11, 2010

Respectfully submitted,

FAIRPOINT COMMUNICATIONS, INC.
(on behalf of itself and the other Debtors and
Debtors-in-Possession)

By: /s/ Shirley J. Linn, Esq.

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

PAUL, HASTINGS, JANOFSKY & WALKER
LLP

By: /s/ Luc A. Despins, Esq.

Luc A. Despins, Esq.

James T. Grogan, Esq.

75 East 55th Street New York, New York 10022
Telephone:  (212) 318-6000

Facsimile: (212) 319-4090

Attorneys for Debtors and Debtors-in-Possession

[Signature Page to FairPoint Disclosure Statement]



Exhibit A
Plan of Reorganization
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James T. Grogan, Esq.

PAUL HASTINGS JANOFSKY & WALKER LLP
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75 E. 55th Street, First Floor

New York, NY 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

Counsel to the Debtors
and Debtors-in-Possession

UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In re: . Chapter 11

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

Debtors. : (Jointly Administered)

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

Dated: New York, New York
February 11, 2010



SECTION |
11
1.2
1.3
1.4
1.5
1.6
1.7
1.8
1.9
1.10
1.11
1.12
1.13
1.14
1.15
1.16
1.17
1.18
1.19
1.20
1.21
1.22
1.23
1.24
1.25
1.26
1.27
1.28
1.29
1.30

TABLE OF CONTENTS

Page
DEFINITIONS . ...ttt ereet et e e e e e e e e e enneneeeeas 1
“Ad Hoc Committee of Senior Noteholders” ..o,
“Adequate Protection ClaimsS” .........iiiccce e eeeeeeeeeeeee e e eeeeee s 1
“Administrative EXpense Claim”.........ccoiiiiiiiiiiiiiiiiie e 1
BN 11 = L= RPN 1
B 110 1= T PSR OPP 1
“AMENAEA BYIAWS” ...t a e e e 2
“Amended Certificate of INCOrporation” ............eeeeuvueeiiiiinieeeee e 2
“AVOIAANCE ACLIONS .. .ottt sttt e et e et e e e e e e e e s seeereneeeees 2
B =211 0] PP UUUPPPPPPPPPPPPRPPPN 2
“BanKruptCy COUR ......cooiiieeeeeiieettmmmmme e ettt s e e e e e e e e e e e e e e eesaeeeeneeeeennnees 2
“BaNKIUPLCY COUIM .ottt e e e e e e e e e e e eeeeeeeeeeee 2
“BanKruptCy RUIES” ... e e e e e e e e eeeeeeeaeenes 2
“Bar DAt ... ..o 2
“BeNefit PIanS.. ..o 2
“BUSINESS DAY ... et ettt e e e e eeaaa e e e e e e e e e eaaeas 3
RO T 0 S PERRSSPPPRPR 3
“Cash EQUIVAIENT..........ooeiiiiiiieie e e e e e e et e 3
“CaASN PaymMeNt .. ..o e —————————— 3
“CaUSES OF ACHON" ..ottt ettt e e e e e e e e e e e e e eeeesbeeenneeeeeaennnes 3
O = T o] (] g I R = 1S =3 PPPT 4
O3 =V 1 0 PP 4
O £ TSP PP PPPPPPPPPP 4
O] 1 F= 11T = U UURUPPPUPPPPPRP 4
“CoNfIrMAation DAt ........ccoiiiiiiiiii et 4
“Confirmation HEAINNG .......uuuuiiee e e s 4
“CONFIrMALION OFUEI™ ... ..uiiiiiiiiieeeee ettt ettt e e e e e e e e e e e e s e s nnnnneeeaaeeeas 4
“CoNSENtING LENAEBIS ... ..o e 4
O] a1 11 o= 0 SO F= ] o U PPPRRR 4
“CoNVENIENCE ClaM” ..ottt e e e e e e e e e e e e e e ee bbb s 4
“Creditors’ COMMUTIEE” .. ...ttt ceeee e e e e e e e e e s nnes 4



TABLE OF CONTENTS

(continued)

Page
0 1 R O 1 | = RPN 5
1.32  “Debtors-iN-POSSESSION" ........uuuiiiiiimmaaanteeeeeeeeee e e s e e s saaeibbbbbb e e e eeeeeessaannes 5
G 1C T I 1 e o 1= o | PP 5
IR B 1| = Vo 11 YRR 5
1.35  “DIP LENAEIS ... oottt e e e n e e e e e e e e e e e e e eeees 5
G T I 1 | = O (o = o PR 5
1.37  “DISAIOWEA".......eeeeiiiiieiee ettt a e e e e e e e e e e e e e e e e eaarae 5
1.38  “DIShUISING AQENT .. e ettt e e e e e e e e e e e e e e e e eeeeernneeeeeenannn 5
1.39  “DISClOSUre StatemMENT”.......ccoo i 5
1.40 *“Disclosure Statement Approval Date” .......ccccccoiiiiiiieieiieeiieeee e 5
1.41 *“Disclosure Statement Approval Order” ............oveviuiiiiiiiieieeeeeeeeeeeeeeeiiiiennd 6
O I T 1Y o 11| (= PP 6
I B B 15 1 ] o 111 o] o 6
1.44  “DIStriDULION DAL ........uuiiiiiiiiiiiiieeeeiiiiee ettt e e e e bbeeeeee e e e e e e e 6
1.45 “Distribution ReCOrd DAte”...........coii e 6
R I N I PSPPI 6
1.47  "EMECHUVE DA .......ciii ittt a e e e e e e e e e e 6
I o 10112 [ =T S S 6
149  ES ALE ..t e e et e e e e e nn e e e e e e eeraans 6
1.50 “EXECULIVE AQIrEEMIENTS ... uuuiiii e i et eee e e e ettt e e e e e e e e e e aaaaaaeeaes 6
IR 3 A =11 o | PRSPPI 6
1.52  “FairPoint COMMUNICAIONS".........cooii i 7
1.53 *“FairPoint Communications Unsecured Claims . ..........cccooeiieeiiiiniiiiiiiiieiiiiinns
1.54  “Final DiStribUtioN DAte”.........cccuiiiimieeiiiiiiiiiiieieieeeeee e eeenne s 7
1.55  “FINAL OFUEIT ...ttt ettt a s e e e e e e e e e e e e e e e aaeaeaeeeeeeeenenees 7
1.56 “Holders of Registrable SeCUritieS” .....cccceiiiiiiieiiiiiieeee e 8
IR 3 A 11 1] 0 = 11 (=T PP R SRR 8
1.58 “Indemnified PeISONS.........ccoiiiiiimmmeee ettt ettt e e nnenne e 8
1.59 “Indenture Dated March 31, 2008"........coieiiiiiiiiiiiiieee e eeeeeeeeeeee 8
1.60 “Indenture Dated July 29, 2009 .......ccccieieiiieeee e 8



1.61
1.62
1.63
1.64
1.65
1.66
1.67
1.68
1.69
1.70
1.71
1.72
1.73
1.74
1.75
1.76
1.77
1.78
1.79
1.80
1.81
1.82
1.83
1.84
1.85
1.86
1.87
1.88
1.89
1.90

TABLE OF CONTENTS

(continued)

Page
“INAENTUIE TIUSTEE ... . e 8
INAENTUIES .t e e e e e e e e e et e e e e e e e e eeas 8
“INdependent DIFECIOI ..........ouuuuiuiimmmmmee et 8
B LT E= LI ] o = ox 1 o o PSSP 8
“INSUrANCE POICY” ..o 8
“INSUrEd ClaIM ... e e e e e e e e e e e et e e e e eees 8
B L0 51U U PRSPPI 9
“Intercompany ClaimS” .........uuuuuieiir e e e e e e e e e e e eeeeeesrerenneeeernes 9
B = o Lo g 1Y/ [ 1 P 9
“Legacy SUDSIAIAIY” .......cooveeeeieiiiimmmmme e s eeeeeeeete s e e e e e e e e e e eeeeeeeeeeeeeeeeesnnees 9
“Legacy Subsidiary Unsecured Claim” ... 9
“Lender Steering COmMMITIEE”.........ccoeeeiieeiccce e 9
B =T o =S PR 9
B T o PRSP 9
“Local BanKruptCy RUIES” .........iiiiiei e e e 9
“Long Term INCentive Plan”.........ccoooicceeeiiiiee e 9
“Morgan Stanley Swap AgreemMENT”...... .o reeeeeeeeeeieeieeeeiiiieiii et 9
A7 = LR RR PO 10
“MPUC Regulatory Settlement”...........ocomeemeeiiiiniieeeeeeeeeeeeeeeee e 10
“NEW BOAIA".....coiiiiiiiieeeee e e 10
“NeW COMMON STOCK” ......ooviiiiiiiiii s s e e e e et eeeeaee s 10
“New Organizational DOCUMENTS” ........cvceeeeeeeieii e e e 10
“NEW REVOIVEI ... ...t ceeee et 10
“NEW TeIM LOBIN"... .o e e e e e e e ennennes 10
INEW WaAITANTS ... e e e e 10
ENHPUCT ittt e e e e ettt e e e e s s nsae e e e e nneeeeeeeannes 10
“NHPUC Regulatory Settlement”..........occceeeiiiiiiiiiiieeeeeeeeeeeeeeeeeieees 10
B LN SRS TV 1] o [ = T Y USSR 10
“NNE Subsidiary Unsecured Claim”........ccooo oo 11
“Objection DeadliNg”............uuiiiiiiieeee e 11



1.91

1.92

1.93

1.94

1.95

1.96

1.97

1.98

1.99

1.100
1.101
1.102
1.103
1.104
1.105
1.106
1.107
1.108
1.109
1.110
1.111
1.112
1.113
1.114
1.115
1.116
1.117
1.118
1.119
1.120

TABLE OF CONTENTS

(continued)

Page
“Old FairPoint EQUItY INTErestS”.......couuueiiiieieeee e 11
“Other Priority Claim..........ueiiiiii e e e e e e 11
“Other Secured Claim” ... ..o ceceeeii e eananreeeee 11
B =1 £ PP 11
“PetitioN DAt ......ccoeiiieiiiiitiiieeeee et e e e e e e e e 11
B d =T PSR 11
“Plan SUPPIEMENTT ... eeeeee e ab e aaneeeenanan 11
“Plan SUPPOrt AQreEmMENT” ........vvuviiiicieieee e e e e e e e e e e ereeeee s 11
“Prepetition Credit AQreEMENT".......... oo eerrrrmmniaaaaaaaeeeeeeeeeeeeeeereneennnnnnnees 11
“Prepetition Credit Agreement AQENT” ... oeieeeeeeeeeeeeeeeeeeee e 12
“Prepetition Credit Agreement ClaimM” ... coooeeeeeeeeeieeeeeeeeeiiii e 12
“Prepetition Credit Agreement LENAEr” ...........ouvvvviiiiiiiiieee e eeeeeeeeeeeeeisiieens 12
“Priority Tax Claim” ..o 12
“ProfeSSIONAl FEES.......uiiiiiiiiiiiieeeeee e e e e e 12
“Ratable ProportioN....... oottt n e e e e 12
“Registration Rights AQreement” ........ccccceueiiiiiiiiee e e 12
“‘Regulatory Settlements”. .. ... 12
“Reinstated” or “Reinstatement” ... ..o 12
“Released Parti@S......ccoooo oo cememem ettt 13
“Reorganized FairPOINt...........coiii et e e e e e e e e e e e e e e e e eeeneeeeeee 13
“Reorganized FairPoint COMMUNICAtIONS” e oeeeeeeeeeeeieeeeeeeeiiiiiiies 13
RESEBIVE ...t ettt e e e e e e e enne 13
CSCNEAUIES ... ettt 13
“SECHION 345 SECUMTIES” ....eiiiiiiiiii e 13
“SeCUred ClaiM” . ..ottt ettt e e e e e e e e e e e e e e eeeesaeneeneeeesenennes 13
“SecUred TaX ClaiM .......uuuueeiiiiies e e e e e e e naes 14
ESBCUNMEIES ACT” ..ttt e e e e e e e e e 14
B 1= To1 U | YRS 14
ESBNION NOTES” ..ttt s ettt ettt r e e e e eea e e e e e e e e e e e e eaeas 14
“SeNior NOtES ClaiMS” .. ..uuiiiiiiiiiit e e e e e e 14

-iv-



1.121
1.122
1.123
1.124
1.125
1.126
1.127
1.128
1.129
1.130
1.131
1.132
1.133
1.134
1.135
SECTION I
2.1
2.2
SECTION Il

3.1
3.2
3.3
3.4
3.5
SECTION IV
SECTION V

5.1
5.2
5.3

TABLE OF CONTENTS

(continued)
Page
“Subordinated Securities Claim” .........cccoooiii 14
“Subsequent Distribution Date”.........ccceviiiiiieiieiiiiiiee e eee e 14
“Subsidiary EQUItY INTEreStS” ... eeeiieieeieiiiiiiiie e ee e e e e 14
SUCCESS BONUSES ... .o e e e enenaes 14
“SWAP AQIrEEIMENES ... .t e e e e e e e ennnaa s 14
B 1= Q4 = 1 1 PRSP 14
AULS. TTUSEEE .. ettt e e ettt e e e e e et e e e e e enaannns 15
“Unclassified Claim ..ot e 15
“UNIMPAITEA ... e ettt e e ee e e e e e e e e e e e e e aaeas 15
“Unliquidated Claim?” ..........oooviveees e eeeevesnessse e e e e e eeeeeeeeeeeeesessrnnnnnsesnsnnes 15
BT CTol U T =To [ = ] o 15
VD P S ittt erre e e e e e e e naraeaeas 15
“VDPS Regulatory Settlement” ... 15
BV 0] 1] o 12 o = o1 15
“Wachovia SWap AgQreemMENT” ..........u et e e eeeees 15
INTERPRETATION OF PLAN ....coiiitit ettt 51
Application of Definitions; Rules of Construmti Computation of Time ......... 15
Relief Sought by Filing the Plan.........cccccceoi oo, 16

PAYMENT OF ADMINISTRATIVE EXPENSE CLAINS,
PRIORITY TAX CLAIMS AND OTHER UNCLASSIFIED CLAIMS ..... 16

Administrative EXpense Claims..........cccoemiiiiiiiiiiiieeeeeiiii e 16
Adequate Protection Claims ...........ooiceeeeeeiiiiiiiiiiiiiee e e ee e e eeeeeeeeeeevennnnees 16
Priority Tax ClaimS........cooiiii s 16
Professional Compensation and Reimbursememn€la...............ccccovvvvvvinnnns 17
Intercompany ClaiMS ........coouiiiiiiiiiieiiir e e e e e e e e eeeeaeeebnnnnanereeee 17

CLASSIFICATION OF CLAIMS AND EQUITY INTIRESTS .........ccve.... 18

TREATMENT OF CLAIMS AND EQUITY INTEREST®&NDER

THE PLAN Lttt ettt e e e e e e e e e e e e e e e e nnnees 18
Other Priority Claims (Class 1)......ccuuueeeeeiiiiiiiiiiiiiiiici e ee e 18
Secured Tax Claims (ClasS 2)........uuiccce et e e eaeeeees 19
Other Secured Claims (Class 3)......... oo 19



5.4
5.5
5.6
5.7
5.8
5.9
5.10
5.11
5.12

5.13
SECTION VI

6.1
6.2
6.3

SECTION VII

TABLE OF CONTENTS

(continued)
Page

Allowed Prepetition Credit Agreement ClaimSg§3d 4).........vveveiiiiiiiiieiiiniienne. 20
Legacy Subsidiary Unsecured Claims (ClasS.5) ......uuvuiiiiiiiiiieeeeiieiiieieeiinnnns 21
NNE Subsidiary Unsecured Claims (ClaSS 6) e «eeerrrnniiiiaiaieaeeeeeeieeeeeiinnnns 21
FairPoint Communications Unsecured Claims @1S.......ccccceevviviiiieeeeennnee. 21
Convenience Claims (Class 8) .......ii i ceeeeeeeriiiiie e 22
Subordinated Securities Claims (ClasS 9)eeeevveviveiviiiiiiiiiiiieeeeeeeeeeeeeeeaee 22
Subsidiary Equity Interests (Class 10).....ccoooveeeiiiiiiiiiiiiiiiiie e 22
Old FairPoint Equity INterests (Class 11). . iiiiireeeiiiiiiiiiiiiieieeeeeeeeeaeeeenn, 23
Limitations on Amounts to Be Distributed toléers of Allowed Insured
ClaIMS. et e e e e e e e e e e e e e e e e e e e e e 23
Special Provision Regarding Unimpaired Claims..............ccoovvvviiiiiiiiiinnneennn. 23

PROVISIONS REGARDING NEW COMMON STOCK ANNEW

WARRANTS DISTRIBUTED PURSUANT TO THE PLAN.......c....... 23
NeW COMMON STOCK. .....cviiiiiiiiiii e 23
NEW WAITANTS ... e e e e e e e eee s 25
SECUINIES LAW MALEIS ....vviiiiiiiiiiii ettt 25

IMPAIRED AND UNIMPAIRED CLASSES OF CLAVS AND
EQUITY INTERESTS UNDER THE PLAN; ACCEPTANCE OR

REJECTION OF THE PLAN ..ottt 26
/4% Yo 1] o o) IO F= 11 1 26
7.2  Acceptance by Unimpaired ClasSes.......ccoceeeeiiiiiiiiiiiiiiiiiiiiiin e 26
7.3 Elimination of Vacant ClaSSesS..........uueeiiiiiiiiiiiiiiiiiieeeeeeee e 26
7.4 Nonconsensual ConfirmMation..............coemmmeueueiiiiiiee e 26
7.5 Revocation Of the PIan ...............oo i 27
SECTION VIIIT  MEANS OF IMPLEMENTATION OF THE PLAN .....cooviiiiiiieeceeeee, 27
8.1 Regulatory SettlementsS .......ccoeo oo 27
8.2  Transactions on the Effective Date...........cccoevveviiiiiiiiiiiiii e 27
8.3 Reorganization of FairPoint; Continuation OBBIESSES ..........cccevvvieiiieieeiinnnnnne, 27
8.4 Reorganized FairPoint’s Obligations Under theP............cccccoeviiiii. 28
8.5 New Organizational DOCUMENLS ..........uucemmmmmeiiiiieeeeeeeeeeeeeeeeeiineena e 29
8.6 NEW BOAIT ...t e e e e e e e e e e e e et s bennnneeeenennnnnns 29
8.7  Officers of Reorganized FairPOINt.........cccouiiiiviiiiiiiiiiiiiiiee e 31

-Vi-



8.8
8.9
8.10
8.11
8.12
8.13
8.14
8.15
8.16
SECTION IX
9.1
9.2
9.3
9.4
9.5
9.6
9.7
9.8
9.9
9.10
9.11
9.12
9.13
9.14
9.15
9.16
9.17
9.18
9.19
9.20

TABLE OF CONTENTS

(continued)
Page

Operations of FairPoint Between Confirmatiod #re Effective Date ............. 32
REVESTING Of ASSELS.. it ii i i mmm e e e e 32
Dissolution of the Creditors’ COMMItEe . cccuee..viiiiiieeieiiiieee s 32
Effectuating Documents; Further TranSactioNS..........ueeeeiieiiieeeeeeeiiiieeeannnns 32
Preservation of Certain Causes of Action; D&#8 ..., 32
Cancellation of EXiSting SECUILIES ........cceveviriieiiiiiiiieee e e eeeeeeeeeeeeeeaeceennanees 33
Long Term INCeNntive Plan ............. e 33
SUCCESS BONUSES ... e e e e e s 33
Indemnification; Directors & Officers INSUra@ncC..............ooevvvviiiiiiiiiiniieeeeeeeenn. 33

DISTRIBUTIONS UNDER THE PLAN ..ottt 34
Distributions on Allowed ClaimsS..........coouuriiiiiiiiiiiiiiie e 34
Date Of DiStHDULIONS.......uuiiiiiiiiiiii e e e e 34
(DS o116 Lo 7N [T | 34
Rights and Powers of Disbursing Agent.......cccooeeveeeeeieiiiieeeevee s 34
Fees and Expenses of DiShursing AgeNt..ccc oo 35
Delivery of DIStrDULIONS ..........uueei i ee e e 35
Unclaimed DiStribDULiONS .........oooo oo 36
Distribution RECOIrd DAte ............uuuiieaeee et 36
ManNer Of PAYMENT.........uuiiiiiiii et n e e e e e 36
Time Bar to Cash Payments by ChecK ... 36
NO Fractional DIStriDULIONS....... oo 37
Fractional CeNTS .......coiiiiiiiiiie et 37
Setoffs and RECOUPMENT .........ooo ettt e e e eee e 37
Allocation of Plan Distributions Between Pipal and Interest...........cccccc....... 37
Distributions After Effective Date.......cccooo oo, 37
INtEreSt ON ClAIMS ....eeiiiiiiiiiii e 37
No Distribution in Excess of Allowed Amount@faim................cveiiiiinnnnnnnn. 38
Ordinary Course Post-Petition LiabilitieS.............covvvvvviviiiiiiiiiiiieeeeeeeceee, 38
Payment of Taxes on Distributions Received®ant to the Plan..................... 38
EStimation Of ClaimsS..........ooiiiiii et 38

-Vii-



9.21
SECTION X

10.1
10.2
10.3
10.4
10.5
10.6
10.7
10.8
10.9
10.10
SECTION XI

111
11.2
11.3
11.4
11.5
11.6
11.7
11.8

SECTION XIlI

12.1
12.2
12.3

SECTION Xl

13.1
13.2
13.3

TABLE OF CONTENTS

(continued)
Page

ClaiMmS RESEIVES ... ..ot 39

DISPUTED CLAIMS AND EQUITY INTERESTS UNDE THE

P AN e e 39
(@] ] =11 1[0 o 39
Adjustment to Certain Claims Without a Fileldj€ztion.................ccceeevviiinnnnns 40
No Distributions Pending AllOWANCE ......cceueiiiiiiiiiee e 40
Distributions After AllOWANCE ............omeeerrernniiaaaee e e e e eeeeeeeeeeeeenenannaaeee 40
Resolution of Administrative Expense Claimd @aims...........ccccceeeevieeeeeeenn. 40
Disallowance of Certain Claims .........ccooeeeiiiiiiiii e 41
Indenture Trustee as Claim Holder ... 41
Offer Of JUAGMEBNT.......eeiieee s 41
AMEeNdMENtS t0 ClAIMS.......uiiiiiiiiii e 41
Claims Paid and Payable by Third Parties............ccccceoiiiiiinniiiiiiieeiiiiees 41

EXECUTORY CONTRACTS AND UNEXPIRED LEASESNDER

THE PLAN Lottt e e e e e n s 42
Assumption or Rejection of Executory Contractd Unexpired Leases........... 42
INCIUSIVENESS ...ttt e e e e e e e e et e e e e eeeeeeeeeeannnnns 42
Provisions Related to Cure Payments and Rajebamages............ccccceeeeennn.. 43
Indemnification ODlIGAtIONS .........coii e 44
INSUFANCE POLICIES ....covviiiiiiiiiee et e e e e e 44
BENETit PIANS ..o 44
Retiree BENETIS.....coi it 45
Amended Collective Bargaining AQreements.......ccooooeeeeeeeeieeiieeeeiiviinniinnn 45

CONDITIONS PRECEDENT TO THE EFFECTIVEADE...................... 45
Conditions Precedent t0 EffeCtiVeNeSS. coeeeeeevviiiiiieiiiieiiiee 45
Waiver Of CONAITIONS ........oooiiiiiiit et e e e e e 46
Satisfaction Of CONAILIONS.........iii e 46

EFFECT OF CONFIRMATION ......ciiiiim e e e eeiiiiee e esiiieee e e s sineaeea e 46.
BiNdING EffECT.....co i ee e e 46
Discharge of Claims and Termination of OldrPaint Equity Interests............ 47
Discharge Of DEDIOIS ..........uuuuuuuni et e 47

-Viii-



TABLE OF CONTENTS

(continued)
13.4 Reservation of Causes of Action/ReservatioRights........................
SECTION XIV  EXCULPATION, RELEASE, INJUNCTION AND REATED
PROVISIONS ...t
I R (o U] o = 11 o o RPN
14.2  REICASES......oeeieieiiie e ————————
14.3 Avoidance Actions/ODbjectionsS ...........uucceeiieieeeeieeeieeeee
14.4  INJUNCHON OF SEAY..eeituriiruninnnss s e e e e e e e e e e eeeeeeeentbnenan e e e e e e e enaaeas
SECTION XV RETENTION OF JURISDICTION ....ccceiiitieeeeiiiiiiieee e
SECTION XVI  MISCELLANEOUS PROVISIONS.........o e,
16.1 Effectuating Documents and Further Transastion.........................
16.2 Withholding and Reporting Requirements ..........ccccoeeeeeeeviiiieeninnns
16.3  COorporate ACHION........ccciiiieieiieeticermme s s e e e e e e e e e e e e e e e eeeeeaeeeanna s
16.4  Modification Of Plan ..o
16.5 Revocation or Withdrawal of the Plan.....ccccc.....ovviiiiiiiiiin,
16.6  Plan SUppIemeNnt ...
16.7 Payment of Statutory FEES ..........oi e e eeeeeeeeeeeeee e
16.8 Exemption from Transfer TaXeS ..........aumeemmuiiiieeeeeeeeeeiiieeeieiiieinnnnns
16.9 Expedited Tax Determination............occccemveeeeeeiviiiiiiiinneee e eeeeeeeee
16.10 EXhIDitS/SChedUles............cooiiii e
16.11 Substantial CoONSUMMALION ...........ueieeeeeeeiiiiiiiiieieeee e
16.12 Severability of Plan Provisions........ccccciiiiiiiiiiiiiiciie e
16.13 GOVEIrNING LAW ....ccoeeiiiiiiiieeeeceemme s e e e e e e e e e e e e e e eeeeaae s
16.14 CONFlICIS...oiiiiiiiiiiiiiei e e e e e e e e e e e e nnnnnnennee
16.15 Reservation of RIghtS................iommmmmreeevviiiiiiee e e e e eeeeeeeveenees
16.16 INOLICES ..ottt eee e e et s e e e e e e e e e e e e eeeeeeeeebb s nnnnnnsnnnnes

-iX-

Page



FIRST AMENDED JOINT PLAN OF REORGANIZATION OF FAIRP OINT
COMMUNICATIONS, INC. AND ITS SUBSIDIARIES UNDER CHA PTER 11 OF THE
BANKRUPTCY CODE

FairPoint Communications, Inc. and its direct amtinect subsidiaries, as
debtor$ and Debtors-in-Possession, hereby respectfullggze the following First Amended
Joint Plan of Reorganization pursuant to the promis of chapter 11 of the Bankruptcy Code:

SECTION |
DEFINITIONS

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

1.1 “Ad Hoc Committee of Senior Noteholdémmeans the ad hoc committee
of the holders of the Senior Notes representedarChapter 11 Cases by Stroock & Stroock &
Lavan LLP.

1.2  “Adequate Protection Claimisneans rights to adequate protection arising
under the DIP Order.

1.3 “Administrative Expense Clairmeans any right to payment constituting
a cost or expense of administration of the ChahteCases Allowed under sections 330, 503(b),
507(a)(2) and 507(b) of the Bankruptcy Code (othan Adequate Protection Claims),
including, without limitation, (a) any actual andaessary costs and expenses of preserving
FairPoint’s Estates, (b) any actual and necessmtg @nd expenses of operating FairPoint’s
businesses, (c) indebtedness or obligations induressumed by the Debtors-in-Possession
during the Chapter 11 Cases, (d) Claims, purswesgdtion 503(b)(9) of the Bankruptcy Code,
for the value of goods received by FairPoint intikenty (20) days immediately prior to the
Petition Date and sold to FairPoint in the ordinemyrse of FairPoint’s businesses, and (e) any
Professional Fees, whether Allowed before or dfterEffective Date. Any fees or charges
assessed against the Estates of FairPoint undesrs&830 of chapter 123 of title 28 of the
United States Code are excluded from the definbbAdministrative Expense Claim and shall
be paid in accordance with Section 16.7 of thisiPla

1.4  “Affiliate ” has the meaning set forth in section 101(2) efBankruptcy
Code.

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

L All of the debtors are identified on Exhibitd this Plan.



no objection to the allowance thereof, or actioedaitably subordinate or otherwise limit
recovery with respect thereto, has been interpostih the applicable period of limitation fixed
by the Plan, the Bankruptcy Code, the Bankruptche®ar a Final Order, or as to which an
objection has been interposed and such Claim has ddeowed in whole or in part by a Final
Order, (c) any Claim expressly allowed by a Fined€ or under the Plan, or (d) any Claim that
is compromised, settled or otherwise resolved @nsto a Final Order of the Bankruptcy Court
or the authority granted Reorganized FairPoint u&detion 10.5 of this Plaprovided,
howeverthat Claims temporarily allowed solely for the pose of voting to accept or reject the
Plan pursuant to an order of the Bankruptcy Cchatl s1ot be considered Allowed Claims.
Unless otherwise specified in the Plan or by oaféhe Bankruptcy Court, (i) an Allowed
Administrative Expense Claim or an Allowed Clainabmot, for any purpose under the Plan,
include interest on such Claim from and after te&ti®n Date, and (ii) an Allowed Claim shall
not include any Claim subject to disallowance iocdance with section 502(d) of the
Bankruptcy Code.

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

1.7 “Amended Certificate of Incorporatidmeans the second amended and
restated certificate of incorporation of ReorgadiE@irPoint Communications, which shall
comply with section 1123(a)(6) of the Bankruptcyd€é@nd be substantially in the form
contained in the Plan Supplement.

1.8  “Avoidance Actions means any and all avoidance and recovery actions
under sections 502(d), 510, 542, 543, 544, 545, 548, 549, 550, 551 and 553 of the
Bankruptcy Code.

1.9 “Ballot” means the form or forms distributed to each hotifean
Impaired Claim that is entitled to vote to acceptapect the Plan on which is to be indicated an
acceptance or rejection of the Plan.

1.10 “Bankruptcy Codémeans title 11 of the United States Code, as deetn
from time to time, as applicable to the ChapteChses.

1.11 “Bankruptcy Court means the United States Bankruptcy Court for the
Southern District of New York having jurisdictioner the Chapter 11 Cases.

1.12 “Bankruptcy Rule$means the Federal Rules of Bankruptcy Procedsire a
promulgated by the United States Supreme Courtrsetgion 2075 of title 28 of the United
States Code and the Local Bankruptcy Rules, as @adeinom time to time.

1.13 “Bar Dat€¢ means, except as otherwise provided in secti@{lH(®) of
the Bankruptcy Code, the date established by tm&fBatcy Court as the deadline for filing and
serving upon FairPoint proofs of Claims.

1.14 “Benefit Plan$ means all employee benefit plans, policies aruy@ams
sponsored by FairPoint, including, without limitatj all incentive and bonus arrangements,

PLN-2-



medical and health insurance, life insurance, demtarance, disability benefits and coverage,
leave of absence, savings plans, retirement pepgams and retiree benefits (as such term is
defined in section 1114 of the Bankruptcy Code).

1.15 “Business Daymeans any day other than a Saturday, Sunday;legal
holiday” set forth in Bankruptcy Rule 9006(a).

1.16 “Cashl means legal tender of the United States of Anaeric

1.17 *“Cash Equivaleritmeans:

€)) U.S. dollars and foreign currency receivedxmhanged into U.S.
dollars within one hundred eighty (180) days;

(b) securities issued or directly and fully guaesat or insured by the
United States government or any agency or instramignthereof (provided that the full faith
and credit of the United States is pledged in stppereof);

(c) certificates of deposit and eurodollar time akafs;

(d) repurchase obligations for underlying secwsibéthe types
described in clauses (b) and (c) above enteredaiittbany financial institution;

(e) commercial paper issued by a corporation ratéelast "A-2" or
higher from Moody’s Investors Service, Inc. or S$tard & Poor’s Rating Services;

() securities issued and fully guaranteed by @aates commonwealth
or territory of the United States of America, ordayy political subdivision or taxing authority
thereof, rated at least "A" by Moody’s Investors\see, Inc. or Standard & Poor’s Rating
Services;

(9) money market funds at least ninety-five per¢866) of the assets
of which constitute Cash Equivalents of the kindsalibed in clauses (a) through (f) of this
definition; or

(h) or Section 345 Securities.

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

1.19 “Causes of Actiohmeans any and all actions, causes of actiorns,suit
controversies, rights, litigation, arbitration, peeding, hearing, inquiry, audit, examination,
investigation, complaint or charge, whether knownirknown, reduced to judgment or not
reduced to judgment, liquidated or unliquidatedtoaent or non-contingent, matured or
unmatured, disputed or undisputed, secured or unsgcassertable directly or derivatively,
existing or hereafter arising, in law, equity onetwise, based in whole or in part upon any act
or omission or other event occurring prior to tleitton Date or during the course of the
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Chapter 11 Cases of FairPoint (including to theé&tf’e Date), including, without limitation, the
Avoidance Actions.

1.20 “Chapter 11 Casésneans the cases commenced under Chapter 11 of the
Bankruptcy Code by FairPoint before the Bankrui@owrt, as referenced by lead Case No. 09-
16335 (BRL). _Exhibit Asets forth a table of all of the FairPoint ensitisames and case
numbers.

1.21 “Claim” means a claim, as defined in section 101(5) efBankruptcy
Code.

1.22 “Class means a category of Claims or Equity Interestdah in Section
IV of this Plan.

1.23 “Collateral’ means any property or interest in property of EBstates of
FairPoint subject to a Lien, charge or other enaamde to secure the payment or performance
of a Claim, which Lien, charge or other encumbraea®t subject to avoidance or otherwise
invalid under the Bankruptcy Code or applicabléestaw.

1.24 “Confirmation Daté means the date on which the clerk of the Banlaypt
Court enters the Confirmation Order on the dockét vespect to the Chapter 11 Cases.

1.25 “Confirmation Hearin§y means the hearing conducted by the Bankruptcy
Court pursuant to section 1128(a) of the Bankruftoge to consider confirmation of the Plan
with respect to the Chapter 11 Cases, as suchigeaay be adjourned or continued from time
to time.

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

1.27 *“Consenting Lendetfsneans, collectively, the Prepetition Credit
Agreement Lenders that are party to the Plan Sugmyeement.

1.28 “Contingent Claini means any Claim, the liability for which attactess
dependent upon the occurrence or happening oé, taggered by, an event, which event has not
yet occurred, happened or been triggered as afdateeon which such Claim is sought to be
estimated or an objection to such Claim is filetietther or not such event is within the actual or
presumed contemplation of the holder of such Ckamnah whether or not a relationship between
the holder of such Claim and FairPoint now or higeeaxists or previously existed.

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

1.30 “Creditors’ Committe& means the official committee of unsecured
creditors appointed in the Chapter 11 Cases pursoaection 1102(a) of the Bankruptcy Code.
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1.31 “Cur€’ means the Distribution of Cash, or such othepprty as may be
agreed upon by the parties and/or ordered by tidkriBptcy Court, with respect to the
assumption of an executory contract or unexpiragddepursuant to section 365(b) of the
Bankruptcy Code, in an amount equal to all accrded,and unpaid monetary obligations,
without interest, or such other amount as may lbeeaupon by the parties or ordered by the
Bankruptcy Court, under such executory contractraxpired lease.

1.32 “Debtors-in-Possessiémeans FairPoint in its capacity as debtors-in-
possession in the Chapter 11 Cases under secti®i¢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, inéhgdany successor thereto appointed pursuant
to Section 10.10 of the DIP Facility.

1.34 “DIP Facility” means that certain Debtor-in-Possession Crediedgent,
dated as of October 27, 2009 (as modified, amemndsthted and/or supplemented from time to
time prior to the date hereof), among FairPoint @amications and FairPoint Logistics, Inc., as
borrowers, the DIP Lenders, and the DIP Agent, Wipiovides for a revolving facility in an
aggregate principal amount of up to seventy-fivlion dollars ($75,000,000.00), of which up
to thirty million dollars ($30,000,000.00) is a\ale for the issuance of letters of credit to third
parties for the account of FairPoint.

1.35 “DIP Lender$ means the financial institutions party to the H&cility, as
lenders.

1.36 “DIP Ordef means the order entered o, [2010, authorizing and
approving the DIP Facility.

1.37 “Disallowed’ means, with reference to any Claim, (a) a Claamany
portion thereof, that has been disallowed by alkdvder, (b) a Claim, or any portion thereof,
that is expressly disallowed under the Plan, oufdgss scheduled by a Debtor-in-Possession as
a fixed, liquidated, non-contingent and undispu@aim, a Claim as to which a proof of Claim
bar date has been established by the Bankruptcg,ahkruptcy Rules or Final Order but no
proof of Claim has been timely filed or deemed tyrfiled 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 Prepetificedit Agreement Agent, pursuant to Section
9.6.2(a) hereof, or (c) the Indenture Trustee,yamsto Section 9.6.3 hereof.

1.39 “Disclosure Statemehimeans that certain amended disclosure statement
relating to the Plan, including, without limitatioall exhibits and Schedules thereto, as the same
may be further amended, supplemented or otherwoskfimd from time to time, as approved by
the Bankruptcy Court pursuant to section 1125 efBankruptcy Code.

1.40 “Disclosure Statement Approval Datmeans the date on which the clerk
of the Bankruptcy Court enters the Disclosure &tatg Approval Order on the docket of the
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Bankruptcy Court with respect to the Chapter 11eSagpproving the adequacy of the Disclosure
Statement under section 1125 of the Bankruptcy Code

1.41 “Disclosure Statement Approval Ordeneans the Order approving,
among other things, the adequacy of the DiscloSteeement pursuant to section 1125 of the
Bankruptcy Code, entered by the Bankruptcy Couljtgn

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

1.43 “Distribution” means the distribution to be made in accordanitie tive
Plan of, as the case may be: (a) Cash, (b) New Gon8tock, (c) interests in the New Term
Loan, (d) New Warrants and/or (e) any other distitns to holders of Claims under the terms
and provisions of the Plan.

1.44 “Distribution Daté means the earliest of the following dates that oxcu
after any Claim is Allowed: (a) the Effective Date as soon thereafter as is reasonably
practicable, (b) a Subsequent Distribution Datdcpr Final Distribution Date.

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

1.46 “DTC” means The Depository Trust Company.

1.47 “Effective Daté means a Business Day selected by FairPoint, @fter
the Confirmation Date, on which the conditions paEnt to the effectiveness of the Plan
specified in Section 12.1 of this Plan shall hagerbsatisfied or waived as provided in Section
12.2 of this Plan.

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

1.49 “Estaté means the estate of any entity included withie definition of
“FairPoint” in the Chapter 11 Cases that was creptesuant to section 541 of the Bankruptcy
Code upon the commencement of the Chapter 11 Cases.

1.50 “Executive Agreementaneans, collectively, the employment agreements
between FairPoint Communications and David L. HauReter G. Nixon, Alfred C.
Giammarino, Shirley J. Linn, Jeffrey Allen and Sua Sowell, respectively, as in effect on
October 25, 2009.

1.51 “FairPoint means, collectively, FairPoint Communications;.|rBE
Mobile Communications, Incorporated, Bentleyviller@munications Corporation, Berkshire
Cable Corp., Berkshire Cellular, Inc., Berkshiret,Niec., Berkshire New York Access, Inc.,
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Berkshire Telephone Corporation, Big Sandy Teledom, Bluestem Telephone Company, C &
E Communications, Ltd., Chautauqua & Erie Commuioca, Inc., Chautauqua and Erie
Telephone Corporation, China Telephone Companyut@ao Telephone Company, Columbine
Telecom Company, Comerco, Inc., Commtel Commuraaatinc., Community Service
Telephone Co., C-R Communications, Inc., C-R Lomgdhce, Inc., C-R Telephone Company,
El Paso Long Distance Company, Ellensburg Telepl@omapany, EllTel Long Distance Corp.,
Enhanced Communications of Northern New England ExOp of Missouri, Inc., FairPoint
Broadband, Inc., FairPoint Carrier Services, IRairPoint Communications Missouri, Inc.,
FairPoint Communications Solutions Corp. -- New K, dfairPoint Communications Solutions
Corp. — Virginia, FairPoint Logistics, Inc., FaiiRbVermont, Inc., Fremont Broadband, LLC,
Fremont Telcom Co., Fretel Communications, LLC,r@&ntown Long Distance Company,
GIT-CELL, Inc., GITCO Sales, Inc., GTC Communicatso Inc., GTC Finance Corporation,
GTC, Inc., Maine Telephone Company, Marianna areh8gy Hill Telephone Company,
Marianna Tel, Inc., MJD Services Corp., MJD Vengdac., Northern New England Telephone
Operations LLC, Northland Telephone Company of Mainc., Odin Telephone Exchange,
Inc., Orwell Communications, Inc., Peoples Mutuahfy Distance Company, Peoples Mutual
Services Company, Peoples Mutual Telephone Comigungiity One Technologies, Inc.,
Ravenswood Communications, Inc., Sidney Telephamagany, ST Computer Resources, Inc.,
S T Enterprises, Ltd., ST Long Distance, Inc. J8e& Communications, Inc., Standish Telephone
Company, Sunflower Telephone Company, Inc., Tacéethnology Corp., Taconic TelCom
Corp., Taconic Telephone Corp., Telephone Oper&@mgpany of Vermont LLC, Telephone
Service Company, The Columbus Grove Telephone Cowdde El Paso Telephone
Company, The Germantown Independent Telephone Qompae Orwell Telephone

Company, Ul Communications, Inc., Ul Long Distaniee,, Ul Telecom, Inc., Unite
Communications Systems, Inc., Utilities, Inc., Ya@ty Telephone Company, and YCOM
Networks, Inc.

1.52 “FairPoint Communicatiorisneans FairPoint Communications, Inc.

1.53 “FairPoint Communications Unsecured Claimsans any Unsecured
Claims against FairPoint Communications, includimgf, not limited to, Senior Notes Claims.

1.54 “Final Distribution Daté meansa date after (a) the deadline for FairPoint
or Reorganized FairPoint to interpose objectionSltams has passed, (b) all such objections
have been resolved by signed agreement with FaitrBoReorganized FairPoint and/or a Final
Order, as may be applicable, and (c) all Claimsdha Contingent Claims or Unliquidated
Claims have been estimated but, in any event, itied Bistribution Date shall be no later than
thirty (30) days after such estimation has cond@e such later date as the Bankruptcy Court
may establish, upon request by Reorganized FaitHomcause shown.

1.55 “Final Ordef means an order or judgment of the Bankruptcy Cthat
has been entered on the docket maintained by ¢hle @f such court and has not been reversed,
vacated or stayed and as to which (a) the timgpea, petition focertiorari or move for a new
trial, reargument or rehearing has expired andpp®al, petition focertiorari or other
proceedings for a new trial, reargument or rehgashmall then be pending or, (b) if an appeal,
writ of certiorari, new trial, reargument or rehearing thereof hanls®ught, (i) such order or
judgment shall have been affirmed by the highesttdo which such order was appealed,
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certiorari shall have been denied or a new trial, reargummerghearing shall have been denied
or resulted in no modification of such order anytfie time to take any further appeal, petition
for certiorari, or move for a new trial, reargument or reheashall have expiredhrovided
however that the possibility that a motion under sec802(j) of the Bankruptcy Code, Rule 59
or Rule 60 of the Federal Rules of Civil Procedoreany analogous rule under the Bankruptcy
Rules or the Local Bankruptcy Rules, may be (bstriat been) filed relating to such order shall
not prevent such order from being a Final Order.

1.56 “Holders of Registrable Securitiekas the meaning given such term in
Section 6.3.2 hereof.

1.57 “Impaired’ means “impaired” within the meaning of sectior24lof the
Bankruptcy Code.

1.58 “Indemnified Persorishas the meaning given such term in Section 8.16

hereof.

1.59 “Indenture Dated March 31, 2008eans that certain Indenture, dated as
of March 31, 2008, as amended, between Northern Bayland Spinco Inc. (a subsidiary of
Verizon Communications Inc.) and U.S. Bank Natioks$ociation, as trustee.

1.60 “Indenture Dated July 29, 200fheans that certain Indenture, dated as of
July 29, 2009, between FairPoint Communicationsdu&l Bank National Association, as
trustee.

1.61 “Indenture Trusteemeans the applicable indenture trustee for thede

Notes.

1.62 “Indenture$ means, collectively, the Indenture Dated March 108,
and the Indenture Dated July 29, 2009.

1.63 “Independent Directdrmeans a director who satisfies the independence
requirements under Rule 303A.02 of the Listed Camgpdanual of the New York Stock
Exchange, Inc.

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

hereof.

1.65 “Insurance Policymeans any policy of insurance under which FainPoi
could have asserted or did assert, or may in thedwassert, a right to coverage for any Claim,
together with any other contracts which pertainetaite to such policy (including, by way of
example and not limitation, any insurance settldragneements or coverage-in-place
agreements).

1.66 “Insured Claini means that portion of any Claim arising from aoident
or occurrence that occurred prior to the Effecidage: (a) as to which any Insurer is obligated
pursuant to the terms, conditions, limitations, ardlusions of its Insurance Policy, to pay any
cost, expense, judgment, settlement, or contractlajation with respect to FairPoint, or

PLN-8-



(b) that any Insurer otherwise agrees to pay dsgparsettlement or compromise of a claim
made under the applicable Insurance Policy.

1.67 “Insuref’ means any Person that issued an Insurance Policy.
1.68 “Intercompany Claimsmeans any Claim against any entity included

within the definition of “FairPoint” held by anylm¢r entity included within the definition of
“FairPoint”.

1.69 “Labor MOU” means that certain 2010 Memorandum of Understapdi
dated February 1, 2010, by and between Northern Blegland Telephone Operations LLC and
Telephone Operating Company of Vermont LLC, the t@mpanies doing business as FairPoint
Communications, and International Brotherhood efckical Workers, AFL-CIO Locals 2320,
2326, and 2327 and Communications Workers of AragA¢-L-CIlO, attached hereto as Exhibit
B.

1.70 “Legacy Subsidiarymeans any direct or indirect subsidiary of Fairfeo
Communications that is not an NNE Subsidiary.

1.71 “Legacy Subsidiary Unsecured Cldimeans any Unsecured Claim
against any Legacy Subsidiary.

1.72 “Lender Steering Committéeneans collectively, Bank of America, N.A.,
Angelo Gordon & Co., Paulson & Co., Inc., LehmawtBers Holdings, Inc., CoBank, ACB and
Wachovia Bank, N.A.

1.73 “Liabilities” mean any and all costs, expenses, damages, |pesesties,
fines, judgments, claims, obligations, demandsirieg, settlements, awards, fines, taxes, fees,
indebtedness or other liabilities of any naturegetier known or unknown, foreseen or
unforeseen, existing or hereinafter arising, ligiédl or unliquidated, matured or not matured,
contingent or direct, whether arising at common, lsamequity, or under any statute, based in
whole or in part on any act or omission or otherusence arising or taking place prior to the
Effective Date.

1.74 “Lien” has the meaning given such term in section 101¢8%he
Bankruptcy Code.

1.75 “Local Bankruptcy Rulesmeans the local bankruptcy rules for the
Southern District of New York, as amended from timéme.

1.76 “Long Term Incentive Pldinmeans that certain management incentive
plan for senior management and selected employdear®oint, providing incentive
compensation in the form of stock options and ietstl stock awards for the number of shares
of New Common Stock set forth in Section 6.1.1(bhe Plan Supplement shall contain the
terms of the Long Term Incentive Plan.

1.77 “Morgan Stanley Swap Agreemémheans that certain ISDA Master
Agreement, dated as of February 1, 2005, betwerRdtat Communications and Morgan
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Stanley Capital Services Inc., including any canétions issued thereunder and any and all
supplements thereto.

1.78 “MPUC” means the Maine Public Utilities Commission.

1.79 “MPUC Regulatory Settlemehimneans the settlements and compromises
by and among FairPoint, the Representative of tR&JM and the Maine Office of the Public
Advocate as set forth on the regulatory settlerattathed hereto as Exhibit D

1.80 “New Board means the board of directors of Reorganized &P
Communications. Subject to Section 8.6.2, the @sed members of the New Board shall be
identified in the Plan Supplement.

1.81 “New Common Stockmeans the shares of common stock of Reorganized
FairPoint Communications authorized to be issuedyant to Section 6.1.1 of this Plan.

1.82 “New Organizational Documeritsneans the Amended Bylaws and
Amended Certificate of Incorporation, collectively.

1.83 “New Revolvef means that certain post-consummation revolvireglitr
exit facility, which shall assume all borrowingsdaextensions of credit under the DIP Facility
on the Effective Date. The terms of the New Regpbkhall be contained in the Plan
Supplement.

1.84 “New Term Loari means that certain post-consummation one billion
dollar ($1,000,000,000.00) senior secured term &mreement to be entered into on the
Effective Date, which shall be guaranteed by thasgssidiaries of FairPoint Communications
that have guaranteed repayment of the DIP Facilitye New Term Loan shall be part of the
Distribution under the Plan to the holders of AleshPrepetition Credit Agreement Claims. The
terms of the New Term Loan shall be contained é@Rltan Supplement.

1.85 “New Warrant§ means those certain warrants to purchase upvense
million one hundred sixty four thousand eight hwatbifour (7,164,804) shares of the New
Common Stock issued pursuant to Section 6.2 ofRlais, which warrants shall have the
material terms set forth on Exhibitl@reto and be in substantially the form set forttihe Plan
Supplement.

1.86 “NHPUC’ means New Hampshire Public Utilities Commission.

1.87 “NHPUC Regulatory Settleméehtneans the settlements and compromises
by and between FairPoint and staff advocates oNtHBUC (i) with respect to, among other
things, service quality requirements, broadbandrodments, expenditure commitments,
financial commitments and management commitmerdgigras set forth in further detail on the
regulatory settlement attached hereto as Exhibit E

1.88 “NNE Subsidiary means, individually each of and collectively af]
FairPoint Logistics, Inc., Northern New England &f#tone Operations LLC, Telephone
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Operating Company of Vermont LLC, and Enhanced Camioations of Northern New
England Inc.

1.89 “NNE Subsidiary Unsecured Clairmeans any Unsecured Claim against
the NNE Subsidiaries.

1.90 “Objection Deadlinehas the meaning given such term in Section 10.1

hereof.

1.91 “Old FairPoint Equity Interestgneans any instrument evidencing an
ownership interest in FairPoint Communications, tveeor not transferable, and all options,
warrants or rights, contractual or otherwise, tQua@ any such interests.

1.92 “Other Priority Claini means a Claim entitled to priority in payment as
specified in section 507(a)(4), (5), (6) or (7)}lo¢ Bankruptcy Code.

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

1.94 “Persori means any individual, partnership, corporatiomjtied liability
company, cooperative, trust, unincorporated orgditia, association, joint venture, or any
government or agency or political subdivision tleérer any other form of legal entity.

1.95 “Petition Daté means October 26, 2009, the date on which FaitPoi
commenced its Chapter 11 Cases.

1.96 “Plan’” means this first amended joint plan of reorgamnarg including,
without limitation, the Plan Supplement and theibit& and schedules hereto and thereto, as the
same may be further amended or modified from tionnte in accordance with the provisions
of the Bankruptcy Code and the terms hereof.

1.97 “Plan Supplemeritmeans the supplement or supplements to the Plan
containing certain documents relevant to the imgletation of the Plan specified in Section 16.6
of this Plan.

1.98 “Plan Support Agreemehimeans that certain Plan Support Agreement,
dated as of October 25, 2009, among FairPointlaa€bnsenting Lenders, as the same may be
amended, modified or supplemented from time to time

1.99 “Prepetition Credit Agreemehimeans that certain Credit Agreement,
dated as of March 31, 2008, and amended as of 3a2Lia2009, among FairPoint
Communications and Northern New England Spincg Bcborrowers, the Lender Steering
Committee and the other lenders party theretoPtleeetition Credit Agreement Agent, and
certain other parties thereto, and all amendmsuotglements, ancillary agreements (including,
but not limited to, any and all notes, letters i&dit, pledges, collateral agreements, intercredito
agreements, Swap Agreements and hedging agreepmdeéshetters, financing statements, and
other documents related thereto.
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1.100 “Prepetition Credit Agreement Agénnheans Bank of America, N.A., as
administrative agent and collateral agent (repatiehman Commercial Paper Inc. in both roles
pursuant to the January 21, 2009 amendment torépeftion Credit Agreement) under the
Prepetition Credit Agreement, and any successorrashmative agent or collateral agent
thereunder.

1.101 “Prepetition Credit Agreement Clafnmeans any Claim held by the
Prepetition Credit Agreement Lenders and/or th@&tregon Credit Agreement Agent, and all
other Claims against FairPoint arising under trepBtition Credit Agreement in an amount
equal to principal, plus interest (accrued throtighEffective Date), and all other amounts due
thereunder. Prepetition Credit Agreement Clainesfdlowed Claims pursuant to the Plan, and
shall be satisfied pursuant to the Plan withowsetffdefense, counterclaim, reduction or credit of
any kind whatsoever.

1.102 “Prepetition Credit Agreement Lendaeneans each Person that is party to
the Prepetition Credit Agreement, other than egghicable entity included in the definition of
“FairPoint”.

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

1.104 “Professional Feésneans any Claim of a professional retained in the
Chapter 11 Cases, pursuant to sections 327, 328H8lof the Bankruptcy Code or otherwise,
for compensation or reimbursement of costs andresgerelating to services incurred prior to
and including the Effective Date, when and to thiert any such Claim is Allowed by the
Bankruptcy Court pursuant to sections 330, 331(0& 1103 of the Bankruptcy Code.

1.105 “Ratable Proportiohmeans, with reference to any Distribution on asto
of any Allowed Claim in any Class, the ratio (exgsed as a percentage) that the amount of such
Allowed Claim bears to the aggregate amount of wéld Claims of the same Class, plus all
Disputed Claims in such Class.

1.106 “Registration Rights Agreeméntas the meaning given such term in
Section 6.3.2 hereof.

1.107 “Regulatory Settlementsneans, collectively, the MPUC Regulatory
Settlement, NHPUC Regulatory Settlement and the ¥ Begulatory Settlement.

1.108 “Reinstated or “Reinstatemeritmeans (a) leaving unaltered the legal,
equitable and contractual rights to which a ClamSobsidiary Equity Interest entitles the holder
of such Claim or Subsidiary Equity Interest, or floywithstanding any contractual provision or
applicable law that entitles the holder of suchii@lar Subsidiary Equity Interest to demand or
receive accelerated payment of such Claim or Siagrgi&quity Interest after the occurrence of a
default, (i) curing any such default that occurbedore or after the Petition Date, other than a
default of a kind specified in section 365(b)(2}tlwé Bankruptcy Code; (ii) reinstating the
maturity of such Claim or Subsidiary Equity Intdras such maturity existed before such
default; (iii) compensating the holder of such @lar Subsidiary Equity Interest for any
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damages incurred as a result of any reasonabéanceliby such holder on such contractual
provision or applicable law; (iv) if such Claim such Subsidiary Equity Interest arises from any
failure to perform a nonmonetary obligation, ottiean a default arising from failure to operate a
nonresidential real property lease subject to ge@b65(b)(1)(A) of the Bankruptcy Code,
compensating the holder of such Claim or such $lidorgi Equity Interest (other than FairPoint
or a current or former insider of FairPoint) folyaactual pecuniary loss incurred by such holder
as a result of such failure; and (v) not othervaikering the legal, equitable, or contractual reght
to which such Claim or Subsidiary Equity Interestittes the holder of such Claim or Subsidiary
Equity Interest.

1.109 “Released Partiésneans (a) the current or former directors, office
employees, Affiliates, agents, accountants, finaralvisors, investment bankers, restructuring
advisors, attorneys and representatives, and ptbhéssionals of or to FairPoint and the
Debtors-in-Possession who served or were emplaysdah capacities after the Petition Date,
and each of their respective agents and represasgafb) the Prepetition Credit Agreement
Agent, (c) Prepetition Credit Agreement Lender3 til@ Consenting Lenders, (e) the Lender
Steering Committee, (f) the DIP Agent, (g) the Ehders, (h) Bank of America, in its capacity
as Disbursing Agent, (i) the members of the Ad iBommittee of Senior Noteholders, and
(j) for each of (b) through (i), their respectividicers, directors, employees, Affiliates, agents,
partners, members, representatives, employeescfaladvisors, investment bankers,
restructuring advisors, attorneys and other pradesss;provided, howevelf no Distributions
are made on account of Class 7 FairPoint Commuarsat/nsecured Claims in accordance with
Section 5.7.2(b) of the Plan, then clause 1.189@l be deemed to be deleted from this
definition and the members of the Ad Hoc Commitie&enior Noteholders (and their
respective officers, directors, employees, Affémtagents, partners, members, representatives,
employees, financial advisors, investment bankestructuring advisors, attorneys and other
professionals) shall not be included within thi§iiéon of Released Parties.

1.110 “Reorganized FairPoihimeans FairPoint on and after the Effective Date.

1.111 “Reorganized FairPoint Communicati@mseans FairPoint
Communications on and after the Effective Date.

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

1.113 “Schedules means, collectively, the schedules of assetdiabdities,
schedules of executory contracts and unexpire@$easd statements of financial affairs filed by
FairPoint under section 521 of the Bankruptcy Ca&#kruptcy Rule 1007 and the official
bankruptcy forms in the Chapter 11 Cases, as the saay have been amended or supplemented
through the Confirmation Date pursuant to BankryiRales 1007 and 1009. For the avoidance
of doubt, Schedules do not include any schedulextbits to this Plan or the Plan Supplement.

1.114 “Section 345 Securitiésneans securities or instruments of any type
permitted under Section 345 of the Bankruptcy Code.

1.115 “Secured Claifimeans any Claim (a) reflected in the Schedulagpon a
proof of Claim as a Secured Claim, which is secumgd Lien on Collateral, as determined in
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accordance with section 506(a) of the BankruptcgleC@gb) a Prepetition Credit Agreement
Claim, or (c) that is subject to a valid right etsff pursuant to section 553 of the Bankruptcy
Code.

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

1.117 “Securities Act means the Securities Act of 1933, as amendedfland
rules and regulations promulgated thereunder.

1.118 “Security’ has the meaning given such term in section 101¢#¢he
Bankruptcy Code.

1.119 “Senior Note% means, collectively, the 13 1/8 % Senior Notes du
April 1, 2018 issued by FairPoint Communication @nthe Indenture Dated March 31, 2008,
and the 13 1/8 % Senior Notes due April 2, 2018ddsy FairPoint Communications under the
Indenture Dated July 29, 20009.

1.120 “Senior Notes Clainfsmeans Claims arising under the Indentures. $enio
Notes Claims are Allowed Claims under the Plan, glrall be satisfied pursuant to the Plan
without offset, defense, counterclaim, reductiorr@dit of any kind whatsoever.

1.121 “Subordinated Securities Clairmeans any Claim against FairPoint
arising from rescission of a purchase or sale®éeurity of FairPoint or an Affiliate of
FairPoint, for damages arising from the purchassat# of such security, or for reimbursement
or contribution allowed under section 502 of thenBaptcy Code on account of such a Claim.

1.122 “Subsequent Distribution Ddteneans the twentieth day after the end of
each calendar quarter after the occurrence of tieetive Date.

1.123 “Subsidiary Equity Interestsneans any instrument evidencing an
ownership interest in FairPoint (other than Failf@ommunications), whether or not
transferable, and all options, warrants or rigbtsitractual or otherwise, to acquire any such
interests, all as of the Effective Date. Each &lisy Equity Interest shall be deemed Allowed
under the Plan.

1.124 “Success Bonuséseans cash bonuses payable as incentive
compensation upon the Effective Date, determineataordance with certain performance
measures and subject to upward or downward adjumssnbe reflect when the Effective Date is
achieved. The Plan Supplement shall contain aditiinformation about the Success Bonuses.

1.125 “Swap Agreementsmeans the Morgan Stanley Swap Agreement and the
Wachovia Swap Agreement.

1.126 “Tax Clainf means any Claim that is a Secured Tax Claim oia@ifr
Tax Claim.
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1.127 “U.S. Trusteé means the United States Trustee appointed uredgios
591, title 28, United States Code to serve in theatlsern District of New York.

1.128 “Unclassified Claimi 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 Interésat such
Claim or Equity Interest is not Impaired as a restibeing either (a) Reinstated or (b) paid in
full in Cash under this Plan.

1.130 “Unliquidated Claini means any Claim, the amount of Liability for whic
has not been fixed, whether pursuant to agreerappticable law or otherwise, as of the date on
which such Claim is asserted or sought to be estitha

1.131 “Unsecured Clairhmeans any Claim against FairPoint other than an
Administrative Expense Claim, Priority Tax Claimth@r Priority Claim, Secured Tax Claim,
Other Secured Claim, Prepetition Credit Agreemdaing; Subordinated Securities Claim or
Intercompany Claim.

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

1.133 “VDPS Regulatory Settlemeéhimeans the settlements and compromises
by and between FairPoint and VDPS (i) with resp@camong other things, service quality
requirements, broadband commitments, capital inveist commitments, financial commitments
and management commitments and (ii) as set fortiwrther detail on the regulatory settlement
attached hereto as Exhibit F

1.134 “Voting Agent’ means BMC Group, Inc.

1.135 “Wachovia Swap Agreeménineans that certain ISDA Master
Agreement, dated as of December 12, 2000, as amamderestated as of February 1, 2008,
between FairPoint Communications and Wachovia BBEnk,, including any confirmations
issued thereunder and any and all supplementsthere

SECTION I
INTERPRETATION OF PLAN

2.1  Application of Definitions; Rules of ConstructioBpmputation of Time
Wherever from the context it appears appropriaeheerm stated in either the singular or the
plural shall include both the singular and the gluand pronouns stated in the masculine,
feminine or neuter gender shall include the maseulieminine and neuter gender. For purposes
of the Plan, (a) any reference in the Plan to draot) instrument, release, indenture, or other
agreement or document being in a particular formroparticular terms and conditions means
that such document shall be substantially in soam for substantially on such terms and
conditions, (b) any reference in the Plan to asteag document or exhibit filed or to be filed
means such document or exhibit as it may have beeray be amended, modified, or
supplemented and (c) unless otherwise specifietgfakences in the Plan to Sections, Articles,
Schedules, and Exhibits are references to Sectiatisles, Schedules and Exhibits of or to the
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Plan. The words “herein”, “hereof”, “hereto”, “lemder” and other words of similar meaning
refer to the Plan as a whole and not to any paaticection, subsection or clause contained in
the Plan. A capitalized term used herein thabisdefined herein shall have the meaning
assigned to that term in the Bankruptcy Code dnénExhibits hereto. The rules of construction
contained in section 102 of the Bankruptcy Codd! sipply to the construction of the Plan. The
headings in the Plan are for convenience of reteremly and shall not limit or otherwise affect
the provisions of the Plan. Unless otherwise iatdid herein, all references to dollars means
United States dollars. In computing any periotiroe prescribed or allowed by the Plan, unless
otherwise expressly provided, the provisions ofl@aptcy Rule 9006(a) shall apply.

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

SECTION llI
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 yonaat of any Allowed
Administrative Expense Claim agrees to a less favertreatment, each holder of an Allowed
Administrative Expense Claim shall receive Casariramount equal to such Allowed
Administrative Expense Claim on the later of théeEfive Date and the date such
Administrative Expense Claim becomes an Allowed Adstrative Expense Claim, or as soon
thereafter as is reasonably practicapleyvided, howeveithat Allowed Administrative Expense
Claims representing Liabilities incurred in the ioatdy course of business by the Debtors-in-
Possession shall be paid in full and performedhleyDebtors-in-Possession or Reorganized
FairPoint, as the case may be, in the ordinaryssoaf business in accordance with the terms
and subject to the conditions of any agreementemawy, instruments evidencing or other
documents relating to such transactigmeyided, furtherthat, except as provided in Section 3.4
of this Plan, if any Administrative Expense Claingluding an ordinary course expense, is not
billed or a request for payment is not made wisikty (60) days after the Effective Date, claims
for payment of such Administrative Expense Claitmalisbe barred.

3.2 Adequate Protection Claims

The Adequate Protection Claims of the holders epPBtition Credit Agreement
Claims shall be deemed satisfied in full by paymdiitany) due and made pursuant to the DIP
Order.

3.3 Priority Tax Claims

Unless otherwise agreed to by the holder of anwéid Priority Tax Claim and
FairPoint or Reorganized FairPoint, as applicageh holder of an Allowed Priority Tax Claim
shall receive at the option of FairPoint or Reorgeda FairPoint, as applicable, (a) on the
Effective Date, or as soon thereafter as is reddypmaacticable, Cash in an amount equal to
such Allowed Priority Tax Claim, or (b) commenciog the Effective Date, or as soon thereafter
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as is reasonably practicable, and continuing oyerend not exceeding five (5) years from and
after the Petition Date, equal semi-annual Casimgays in an aggregate amount equal to such
Allowed Priority Tax Claim, together with interdst the period after the Effective Date at the
rate determined under applicable non-bankruptcydawf the calendar month in which the Plan
is confirmed, subject to the option of FairPoinR®organized FairPoint, as applicable, to
prepay the entire amount of the Allowed PrioritiT@aim. All Allowed Priority Tax Claims
that are not due and payable on or before the @feeDate 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 Colucbompensation for services
rendered or reimbursement of expenses incurredghrand including the Confirmation Date
under section 330, 331, 503(b)(2), 503(b)(3), 5\&(lor 503(b)(5) of the Bankruptcy Code
shall (a) file, on or before the date that is fdrye (45) days after the Effective Date, their
respective applications for final allowances of pemsation for services rendered and
reimbursement of expenses incurred and (b) beipdidl, in Cash, in such amounts as are
Allowed by the Bankruptcy Court in accordance with order relating to or allowing any such
Administrative Expense Claim. Reorganized FairP@imuthorized to pay reasonable
compensation for professional services rendered@ntbursement of expenses incurred after
the Effective Date in the ordinary course and withithve need for Bankruptcy Court approval.

For purposes of the Plan, and in consideratioh®f®ervices of the members of
the Ad Hoc Committee of Senior Noteholders, FainPwiill reimburse the members of the Ad
Hoc Committee of Senior Noteholders for the reabtenBees and expenses of their
professionals, Stroock & Stroock & Lavan LLP andée & Company, during the Chapter 11
Cases and up to the Effective Date (without thalriedile a proof of Claim or fee application),
subject to an aggregate cap of three million fiuadred thousand dollars ($3,500,000.00), or
such higher number as shall be approved by thedreBittering Committee, which approval
shall not be unreasonably withheld or delay®dyided, howeveif no Distributions are made
on account of Class 7 FairPoint Communications dmsz Claims in accordance with Section
5.7.2(b) of the Plan, then the members of the Ad Bommittee of Senior Noteholders shall not
receive any reimbursement for professionals’ feekexpenses.

For purposes of the Plan, and in consideratioh®f®ervices of the Prepetition
Credit Agreement Agent and each Consenting Lendlelirig greater than ten percent (10%) of
the aggregate Prepetition Credit Agreement Claimthe date such Person became a
Consenting Lender, FairPoint will reimburse suchsBes for their reasonable out-of-pocket fees
and expenses (including reasonable fees and expehseunsel) to the extent that such fees and
expenses are incurred in connection with the Plgp8rt Agreement, the Plan, the Chapter 11
Cases, and the transactions related thereto (withewneed to file a proof of Claim or fee
application).

3.5 Intercompany Claims

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

SECTION IV
CLASSIFICATION OF CLAIMS AND
EQUITY INTERESTS

The following table (a) designates the Classeslain@ against, and Equity
Interests in, FairPoint, (b) specifies the ClagdesSlaims and Equity Interests that are Impaired
by the Plan and therefore are deemed to rejed®ldneor are entitled to vote to accept or reject
the Plan in accordance with section 1126 of thekBgicy Code, and (c) specifies the Classes
of Claims and Equity Interests that are Unimpabgdhe Plan and therefore are deemed to
accept the Plan in accordance with section 1126eoBankruptcy Code.

Class Designation Impairment Entitled to Vote
1 Other Priority Claims Unimpaired No (deemed toegut)
2 Secured Tax Claims Unimpaired No (deemed to drcep
3 Other Secured Claims Unimpaired No (deemed telq
Allowed Prepetition Credit .
4 Impaired Yes

Agreement Claims
Legacy Subsidiary Unsecured

No (deemed to accept)

5 . Unimpaired
Claims
6 NNE Subsidiary Unsecured Claims Unimpaired Nee(ded to accept
7 FairPoint Communications Impaired Yes
Unsecured Claims
8 Convenience Claims Unimpaired No (deemed to dgcep
9 Subordinated Securities Claims Impaired No (dektoeeject)
10 | Subsidiary Equity Interests Unimpaired No (deetoeaccept)
11 | Old FairPoint Equity Interests Impaired No (dedno reject)
SECTION V

TREATMENT OF CLAIMS AND
EQUITY INTERESTS UNDER THE PLAN

5.1  Other Priority Claims (Class 1)

5.1.1 Impairment and Voting

Class 1 is Unimpaired by the Plan. Each holdemoAllowed Other Priority
Claim is conclusively presumed to have acceptedPthr 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 anwidld Other Priority Claim and
FairPoint or Reorganized FairPoint, as applicatiethe applicable Distribution Date, each
holder of an Allowed Other Priority Claim shall e#ee 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 holdemoAllowed Secured Tax
Claim is conclusively presumed to have acceptedPthr and is not entitled to vote to accept or
reject the Plan.

5.2.2 Distributions

Unless otherwise agreed to by the holder of anwéid Secured Tax Claim and
FairPoint or Reorganized FairPoint, as applicatethe applicable Distribution Date, each
holder of an Allowed Secured Tax Claim shall reeeat the option of FairPoint or Reorganized
FairPoint, as applicable, (a) Cash in an amoundlegusuch Allowed Secured Tax Claim or,
(b) commencing on the applicable Distribution Daieg] continuing over a period not exceeding
five (5) years from and after the Petition Dateyagemi-annual Cash payments in an aggregate
amount equal to such Allowed Secured Tax Claimetiogy with interest for the period after the
Effective Date at the rate determined under applecaon-bankruptcy law as of the calendar
month in which the Plan is confirmed, subject te tiption of FairPoint or Reorganized
FairPoint, as applicable, to prepay the entire arhotithe 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 holderofllowed Other Secured
Claim is conclusively presumed to have acceptedPthe and is not entitled to vote to accept or
reject the Plan.

5.3.2 Distributions

(@) Unless otherwise agreed to by the holder of anwidld Other Secured Claim and
FairPoint or Reorganized FairPoint, as applicadi¢he option of FairPoint or Reorganized
FairPoint, as applicable, (i) on the DistributioatP or as soon thereafter as is reasonably
practicable, each Allowed Other Secured Claim dhalReinstated and rendered Unimpaired in
accordance with section 1124(2) of the Bankruptogé (ii) each holder of an Allowed Other
Secured Claim shall receive Cash in an amount dqualch Allowed Other Secured Claim, on
the Distribution Date, or as soon thereafter asasonably practicable, or (iii) each holder of an
Allowed Other Secured Claim shall receive the Qetla securing its Allowed Other Secured
Claim, in full and complete satisfaction of suchofted Other Secured Claim on the
Distribution Date, or as soon thereafter as isaeally practicable.
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5.4  Allowed Prepetition Credit Agreement Claims (Cld$s

5.4.1 Impairment and Voting

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

5.4.2 Distributions

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

(@  onthe Effective Date, such holder’s Ratable Prijpoof the New Term Loan;

(b)  on the Effective Date, such holder's Ratable Propoof forty-seven million two
hundred forty-one thousand four hundred thirty{gix,241,436) shares of the New Common
Stock;provided, howevetthat if the Class of FairPoint Communications émsed Claims
rejects the Plan, each holder of an Allowed PrépatCredit Agreement Claim shall receive its
Ratable Proportion of fifty-eight million, four hdred eighty-four thousand five hundred eighty-
seven (58,484,587) shares of the New Common Ssodkect to dilution from the securities to
be issued under the Long Term Incentive Plan;

(c) on the Effective Date, such holder’'s Ratable Priqpoiof Cash (the “Cash
Paymerit) in an amount equal to all Cash and Cash Equntalef Reorganized FairPoint on the
Effective Date in excess of forty million dollai$40,000,000.00) minus (1) Cash used to pay or
reserved to pay Allowed Unsecured Claims, (2) Gessdd to pay or reserved to pay Allowed
Administrative Expense Claims, (3) Cash used togragserved to pay Allowed Priority Tax
Claims, (4) Cash used to pay or reserved to paywdtl Other Priority Claims, (5) Cash used to
pay or reserved to pay Allowed Secured Tax Cla{@sCash used to pay or reserved to pay
Allowed Other Secured Claims, (7) subject to Sec8a! of this Plan, Cash used to pay or
reserved to pay the members of the Ad Hoc Commitk&enior Noteholders, the Prepetition
Credit Agreement Agent, and each Consenting Lehdieling greater than ten percent (10%) of
the aggregate Prepetition Credit Agreement Claimthe date such Person became a
Consenting Lender for their professionals’ fees axygenses, (8) Cash used to pay or reserved to
pay obligations pursuant to the Regulatory Settlgmg9) Cash used to pay or reserved to pay
Success Bonuses, and (10) Cash used to pay ovedgerpay Cure for executory contracts and
unexpired leases that are assumed pursuant tdahgpPovided, howevelthat if the aggregate
amount of Tax Claims against FairPoint Communicetiexceeds six million dollars
($6,000,000), such excess amount (or any portieretf) shall be subtracted from the Cash
Payment only if the Lender Steering Committee cotssafter consultation with FairPoint, to
the payment of such excess amount (or portion d¢iieom the Effective Date; and

(d) on the applicable Distribution Date, if any, suchder's Ratable Proportion of

Cash Distributions out of the Reserves that arnger required to be reserved for the benefit
of anyone other than holders of Allowed Prepetit@radit 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 holdemoAllowed Legacy Subsidiary
Unsecured Claim is conclusively presumed to hace@ted 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 Allowesjacy Subsidiary
Unsecured Claim shall be paid an amount in Cashlégwne hundred percent (100%) of such
holder’s Allowed Legacy Subsidiary Unsecured Clamfull and complete satisfaction of such
holder’s Claim.

5.6 NNE Subsidiary Unsecured Claims (Class 6)

5.6.1 Impairment and Voting

Class 6 is Unimpaired by the Plan. Each holdemoAllowed NNE Subsidiary
Unsecured Claim is conclusively presumed to hace@ed 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 AlloWwdNE Subsidiary Unsecured
Claim shall be paid an amount in Cash equal tohamelred percent (100%) of such holder’'s
Allowed NNE Subsidiary Unsecured Claim, in full acmimplete satisfaction of such holder’s
Claim.

5.7  FairPoint Communications Unsecured Claims (Class 7)

5.7.1 Impairment and Voting

Class 7 is Impaired by the Plan. Each holder cAlémwed FairPoint
Communications Unsecured Claim is entitled to ‘otaccept or reject the Plan.

5.7.2 Distributions

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

(@) if the Class of holders of FairPoint Communicatibhssecured Claims votes to
accept the Plan, each holder of an Allowed FairP@ommunications Unsecured Claim shall
receive its Ratable Proportion of (i) four millibmo hundred three thousand three hundred fifty-
two (4,203,352) shares of the New Common Stock(&ntthe New Warrants, in the case of each
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of clauses (i) and (i), subject to dilution frohetsecurities to be issued under the Long Term
Incentive Plan; or

(b) if (1) the Class of FairPoint Communications UngeduClaims votes to reject the
Plan, (2) the members of the Ad Hoc Committee ofi@aNoteholders or its counsel objects to
the Plan, (3) the members of the Creditors’ Coneaitir its counsel object to the Plan, or (4) the
Indenture Trustee or its counsel objects to tha,Rken holders of FairPoint Communications
Unsecured Claims shall not receive any Distribwgiander 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 holdemoAllowed Convenience
Claim is conclusively presumed to have acceptedPthr and is not entitled to vote to accept or
reject the Plan.

5.8.2 Distributions

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

5.9 Subordinated Securities Claims (Class 9)

5.9.1 Impairment and Voting

Class 9 is Impaired by the Plan. Each holder®f@ilaordinated Securities Claim
is deemed to reject the Plan and is not entitlatte to accept or reject the Plan.

5.9.2 Distributions

Each holder of an Allowed Subordinated SecuritiEsr@will not receive or
retain any interest or property under the Plancamoant of such Allowed Subordinated
Securities Claim. The treatment of Subordinatecu8tes Claims under the Plan is in
accordance with and gives effect to the provismingection 510(b) of the Bankruptcy Code.

5.10 Subsidiary Equity Interests (Class 10)

5.10.1 Impairment and Voting

Class 10 is Unimpaired by the Plan. Each holder $tibsidiary Equity Interest
is conclusively presumed to have accepted the &1ldris 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 Ingtseshall be Reinstated and
rendered Unimpaired in accordance with section f2he Bankruptcy Code.

5.11 Old FairPoint Equity Interests (Class 11)

5.11.1 Impairment and Voting

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

5.11.2 Distributions

On the Effective Date, the Old FairPoint Equityelr@sts shall be cancelled and
the holders of the Old FairPoint Equity Interestalbnot be entitled to, and shall not receive or
retain, any property or interest in property oncagct of such Old FairPoint Equity Interests
under the Plan.

5.12 Limitations on Amounts to Be Distributed to HoldefsAllowed Insured

Claims

Distributions under the Plan to each holder of #iowed Insured Claim shall be
in accordance with the treatment provided undePtae for the Class in which such Allowed
Insured Claim is classified, but solely to the extihat such Allowed Insured Claim is within
FairPoint’s self-insured retention. Amounts in e of the applicable self-insured retention
amount shall be recoverable only from the availdtdairer and FairPoint shall be discharged to
the extent of any such excess. Nothing in thigi&e&.12 shall constitute a waiver of any
Causes of Action or Liabilities that any Person rhald against any other Person, including,
without limitation, FairPoint’s Insurers.

5.13 Special Provision Regarding Unimpaired Claims

Except as otherwise explicitly provided in thisilaothing herein shall be
deemed to be a waiver or relinquishment of anytsigtounterclaims or defenses that any of
FairPoint or Reorganized FairPoint, as applicatlay 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

6.1.1 Authorization
(@ The Amended Certificate of Incorporation of Reoiigad FairPoint

Communications shall authorize the issuance ofrggyese million (75,000,000) shares of New
Common Stock.
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(b) The seventy-five million (75,000,000) shares of Neemmon Stock that are
authorized on the Effective Date shall be issuedserved as follows:

(i) in the event that the Class of FairPoint CommuiocatUnsecured
Claims accepts the Plan, (1) fifty-one million fdwndred forty-four thousand seven hundred
eighty-eight (51,444,788) shares of New Common I§tiocthe aggregate, will be distributed to
holders of Allowed Claims under Section 5.4 andti®ad.7 of the Plan and (2) seven million
one hundred sixty-four thousand eight hundred {@.k64,804) shares of the New Common
Stock will be reserved in connection with the Newavents;

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

(ii) in the event that the Class of FairPoint CommuiacatUnsecured
Claims accepts the Plan, six million two hundredyshine thousand two hundred six
(6,269,206) shares of New Common Stock will beessor reserved in connection with the
Long Term Incentive Plan; and

(iv)  inthe event that the Class of FairPoint CommurooatUnsecured
Claims rejects the Plan, six million three hundnetkety-four thousand two hundred eleven
(6,394,211) shares of New Common Stock will beadlsor reserved in connection with the
Long Term Incentive Plan.

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

(d) On the Effective Date, in the event the Class affeant Communications
Unsecured Claims accepts the Plan, holders of Atb®@lass 4 Prepetition Credit Agreement
Claims and holders of Allowed Class 7 FairPoint @amications Unsecured Claims shall
receive, and Reorganized FairPoint Communicatibai ssue, an aggregate of fifty-one
million four hundred forty-four thousand seven hrewleighty-eight (51,444,788) shares of New
Common Stock in accordance with Section V herédfsuch shares shall be deemed fully paid
and non-assessable.

6.1.2 Par Value

The New Common Stock shall have a par value ofi$pdd share.
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6.2 New Warrants

As provided in and subject to the conditions sehfo this Plan, including
Section 5.7.2, Reorganized FairPoint Communicatshradl issue to each holder of an Allowed
Class 7 FairPoint Communications Unsecured ClasRatable Proportion of New Warrants.

6.3 Securities Law Matters

6.3.1 Exemption from Securities Laws

Except as otherwise provided herein, and to theimma extent provided by
section 1145 of the Bankruptcy Code and applicablebankruptcy law, the issuance under the
Plan of the New Common Stock and the New Warramtsyant to this Plan and any subsequent
sales, resales, transfers, or other distributidrssich New Common Stock or New Warrants
shall be exempt from registration under the SeiesriAct, any other federal or state securities
law registration requirements, and all rules arglil@ions promulgated thereunder. Any such
Securities issued to an “affiliate” of ReorganiZzerPoint within the meaning of the Securities
Act or any Person Reorganized FairPoint reasorgdtigrmines to be an “underwriter”, and
which does not agree to resell such securities iorlgrdinary trading transactions,” within the
meaning of section 1145(b)(1) of the Bankruptcy €seball be subject to such transfer
restrictions and bear such legends as shall beppate to ensure compliance with the
Securities Act.

6.3.2 Regqistration Rights Agreement

On the Effective Date, Reorganized FairPoint Comigations will enter into a
registration rights agreement (the “Registratiog® Agreemeri} with each holder of greater
than ten percent (10%), on a fully diluted basighe New Common Stock on the Effective Date
(a “Holder of Registrable Securitids The Holders of Registrable Securities shalkbétled to
request an aggregate of two demand registratposjded that no such registration shall be
demanded prior to the expiration of the date wingabne hundred eighty (180) days following
the Effective Dateprovidedfurther, that in no event shall Reorganized FairPoint
Communications be obligated to effect more than @)alemand registrations pursuant to all
requests for demand registration. A form of thgiReation Rights Agreement, including a form
of shelf registration statement if necessary, ballincluded in the Plan Supplement.

6.3.3 Securities Exchange Listing

Reorganized FairPoint Communications will useeasonable best efforts to
obtain a listing for the New Common Stock on onéheffollowing national securities
exchanges: (a) the New York Stock Exchange, (bthe Nasdaq Global Stock Market, or
(c) any other comparable exchange.
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SECTION VI
IMPAIRED AND UNIMPAIRED CLASSES OF CLAIMS AND
EQUITY INTERESTS UNDER THE PLAN;
ACCEPTANCE OR REJECTION OF THE PLAN

7.1  Voting of Claims

7.1.1 Each holder of an Allowed Claim or the holder d@@laim that has been
temporarily allowed for voting purposes only un8ankruptcy Rule 3018(a), in an Impaired
Class of Claims that is entitled to vote on thenRlarsuant to Section IV and Section V of this
Plan, shall be entitled to vote separately to a@coepeject the Plan, as provided in such order as
is entered by the Bankruptcy Court establishingedores with respect to the solicitation and
tabulation of votes to accept or reject the Plamny other applicable order of the Bankruptcy
Court. Any Unimpaired Class of Claims and the $ilibsy Equity Interests shall be deemed to
have accepted the Plan. Any Class of Claims am®tl FairPoint Equity Interests that will not
receive or retain any property on account of sulein 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 d&tdrthe holders of
Allowed Claims in such Classes are entitled to \art¢he Plan. In accordance with section
1126(g) of the Bankruptcy Code, each of the Cla8smsd 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 10 is Uniredainder the Plan and each such
Class is conclusively presumed to have accepteRldrepursuant to section 1126(f) of the
Bankruptcy Code.

7.3 Elimination of Vacant Classes

Any Class of Claims that is not occupied as ofdhte of the commencement of
the Confirmation Hearing by an Allowed Claim or i@ temporarily allowed under
Bankruptcy Rule 3018 shall be deemed deleted franPlan for purposes of voting on or
rejection of the Plan, and for purposes of deteimgiacceptance or rejection of the Plan by such
Class under section 1129(a)(8) of the BankruptcgleCo

7.4 Nonconsensual Confirmation

If any Impaired Class of Claims entitled to votalshot accept the Plan by the
requisite statutory majority provided in sectior2(c) of the Bankruptcy Code, FairPoint
reserves the right to amend the Plan in accordaitbeSection 16.4 of this Plan or undertake to
have the Bankruptcy Court confirm the Plan undetise 1129(b) of the Bankruptcy Code or
both. With respect to Impaired Classes of Clainas are deemed to reject the Plan, FairPoint
shall request that the Bankruptcy Court confirmPen pursuant to section 1129(b) of the
Bankruptcy Code.
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7.5 Revocation of the Plan

Subject to Section 16.5 hereof, the Debtors-in-€ssen may revoke and
withdraw the Plan in its entirety at any time priorentry of the Confirmation Order. If the Plan
is so revoked or withdrawn, then it shall be deemdtland void.

SECTION Vi
MEANS OF IMPLEMENTATION OF THE PLAN

8.1 Regqulatory SettlementsAs provided herein, pursuant to section 1123 of
the Bankruptcy Code and Bankruptcy Rule 9019, armbnsideration for the settlements and
compromises set forth in the Regulatory Settlemersn the Effective Date, the provisions of
the Plan shall constitute a good-faith compromis# settlement of all Claims and controversies
resolved pursuant to the Regulatory Settlemente entry of the Confirmation Order shall
constitute the Bankruptcy Court’s finding and deteration that the Regulatory Settlements
reflected in the Plan are (i) in the best inteaéstairPoint and its Estates, (ii) fair, equitabled
reasonable, (iii) made in good faith and (iv) amea by the Bankruptcy Court. Subject to
obtaining the approval of the settlements refleatettie Plan by the Bankruptcy Court, on the
Effective Date, Reorganized FairPoint will takeaadtions necessary or reasonably required to
effectuate such settlements.

8.2 Transactions on the Effective Date

(@) On the Effective Date, the following shall be dedntehave occurred
simultaneously:

0) the Amended Certificate of Incorporation shall ibedf with the Secretary
of State of the State of Delaware, and the New Qrgéional Documents shall become effective
and binding upon Reorganized FairPoint Communioatio

(i) the Old FairPoint Equity Interests shall be extisbed,;

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

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

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

8.3 Reorganization of FairPoint; Continuation of Busises

On and after the Effective Date, Reorganized FamPahall continue to engage
in its respective businesses. Except as othepvmaded in the Plan, FairPoint shall continue to
exist after the Effective Date as a separate catjmor, limited liability company, partnership or
other legal entity, as the case may be, with allgbwers of a corporation, limited liability
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company, partnership or other legal entity, asctge may be, pursuant to the applicable law in
the jurisdiction in which each applicable entitglided in the definition of “FairPoint” is
incorporated or organized and pursuant to the odisecertificate of incorporation and bylaws
(or other organizational documents) in effect ptathe Effective Date, except with respect to
the New Organizational Documents (or other orgdiinal documents) that are amended by the
Plan, the Plan Supplement or otherwise, and texbtent such documents are amended, such
documents are deemed to be pursuant to the Plareguaule no further action or approval.
Notwithstanding the foregoing, on or as of the Eiffee Date, or as soon as reasonably
practicable thereafter, and without the need fgrfarther action, Reorganized FairPoint may:
(a) cause any or all of Reorganized FairPoint tonleeged into one or more of Reorganized
FairPoint, dissolved or otherwise consolidatedcgn)se the transfer of assets between or among
Reorganized FairPoint, or (c) engage in any ottagrstction 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 fortleimiReorganized
FairPoint shall perform the corresponding obligasiender the Plan of its predecessor or
predecessor-in-interest. The Plan will be admenest and actions will be taken in the name of
FairPoint and Reorganized FairPoint through, iroed@nce with the terms hereof, Reorganized
FairPoint.

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

(@ administer the Plan and take all steps and exedutegstruments and documents
necessary to effectuate the Plan;

(b) pursue (including, without limitation, prosecutirepforcing, objecting, litigating,
reconciling, settling, abandoning and resolvingp&FairPoint’s retained Causes of Action,
defenses and counterclaims;

(© reconcile Claims and resolve Disputed Claims, atrdiaister the Claims
allowance and disallowance processes as set fottteiPlan, including, without limitation,
objecting, prosecuting, litigating, reconcilingftiag and resolving Claims and Disputed Claims
in accordance with the Plan;

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

(e) administer the Distributions under the Plan, ingtgdi) making Distributions in
accordance with the terms of the Plan and (ii)l#stiaing and maintaining the various Reserves;

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

(9) invest any Cash pending Distribution;

(h)  file appropriate tax returns; and
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0] take such other actions as may be necessary av@pie to effectuate this Plan.

8.4.3 Except as otherwise ordered by the Bankruptcy Canst reasonable fees
and expenses incurred by Reorganized FairPoinu@dimyg, without limitation, taxes and
reasonable attorneys’ fees and expenses) on ottladt&ffective Date shall be paid in Cash by
Reorganized FairPoint in the ordinary course ofagpective businesses.

8.5 New Organizational Documents

The New Organizational Documents shall be filepas of the Plan Supplement
and shall contain such provisions as are necessaatisfy the provisions of the Plan and, to the
extent required, to prohibit the issuance of nomgpequity securities (other than any warrants
and/or options) as required by section 1123(a){@heBankruptcy Code, subject to further
amendment of the New Organizational Documentsy #feeEffective Date, as permitted by
applicable law. Except as otherwise provided meitbie New Organizational Documents shall
contain such indemnification provisions applicatolehe officers, directors and employees of
Reorganized FairPoint Communications and such &besons as may, in the discretion of the
New Board, be appropriate and permitted under egiplie law.

8.6 New Board
8.6.1 General

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

(b) On the Effective Date, the property, business dfaira of Reorganized FairPoint
Communications and the other Reorganized FairRuitities shall become the general
responsibility of the New Board. Simple majorityje shall govern all actions of the New Board.
A list setting forth the identities of the membefghe New Board, to the extent available, shall
be filed as part of the Plan Supplement or othexstgll 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

€)) Reorganized FairPoint Communications shall havewa Board, which shall
initially consist of nine directors.

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

(i) if the holders of the FairPoint Communications Unged Claims vote to
accept the Plan, then (A) one member of the Newdshall be the chief executive officer of
Reorganized FairPoint Communications, (B) seven bezmof the New Board shall be
nominated by the Lender Steering Committee and(@)member of the New Board shall be
nominated by the steering committee of the Ad Hom@ittee of Senior Noteholders (in
consultation with the Creditors’ Committee and dtieer members of the Ad Hoc Committee of
Senior Noteholdersprovided however that in the event that a member of the New Bbas
not been nominated pursuant to Section 8.6.2(B)(i9f this Plan by the Plan Supplement filing
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deadline, then the Persons described thereinlsisaltheir right to nominate a member of the
New Board and the Lender Steering Committee slaak the right to nominate an additional
member of the New Board; providddrther, that if the Lender Steering Committee determines
not to nominate an additional member of the NewrBdlaen the number of directors on the
New Board shall be reduced to eight and sevendf swembers of the New Board shall be
nominated by the Lender Steering Committee; or

(i) if the holders of the FairPoint Communications Unged Claims reject
the Plan, then (A) one member of the New Board &igathe chief executive officer of
Reorganized FairPoint Communications, (B) any pemeviously nominated pursuant to
Section 8.6.2(b)(i)(C) of this Plan shall not besidered for nomination or election to the New
Board, and (C) eight members of the New Board sleliominated by the Lender Steering
Committeeprovided however that if the Lender Steering Committee determimasto
nominate an additional member of the New Boarepdace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of this Plamtliee number of directors on the New Board
shall be reduced to eight and seven of such menalbéne New Board shall be nominated by the
Lender Steering Committee;

provided,that, in the event of either (i) or (ii) above, (i Lender Steering
Committee shall consider residents of northern lEegland among the candidates considered
for nomination to the New Board and (2) at least ohthe members of the New Board
nominated by the Lender Steering Committee sha#l tesident of northern New England.

8.6.3 Reduction in Number of Directars

(@  The Lender Steering Committee shall have the ogtaeduce the number of
members of the New Board they are entitled to namipursuant to Section 8.6.2(b)(i) or
(b)(ii) above from seven or eight, respectivelyfite.

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

(i) if the holders of the FairPoint Communications Unged Claims vote to
accept the Plan, then the number of directors sgron the New Board shall be reduced from
nine to seven and: (A) one member of the New Bshadl be the chief executive officer of
Reorganized FairPoint Communications, (B) five merslof the New Board shall be nominated
by the Lender Steering Committee, and (C) one mewitithe New Board shall be nominated
by the steering committee of the Ad Hoc Committe8enior Noteholders (in consultation with
the Creditors’ Committee and the other members®#d Hoc Committee of Senior
Noteholders)provided however that in the event that a member of the New Bbasinot been
nominated pursuant to Section 8.6.2(b)(i)(C) of thian by the Plan Supplement filing deadline,
then the Persons described therein shall loserilgbirto nominate a member of the New Board
and the Lender Steering Committee shall have gie to nominate an additional member of the
New Board;provided further, that if the Lender Steering Committeted@ines not to nominate
an additional member of the New Board then the remobdirectors on the New Board shall be
reduced to six; or
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(i) if the holders of FairPoint Communications Unsedut¢aims vote to
reject the Plan, then the number of directors sgren the New Board shall be reduced from
nine to six and: (A) one member of the New Boaralldbe the chief executive officer of
Reorganized FairPoint Communications, (B) any pemmeviously nominated pursuant to
Section 8.6.2(b)(i)(C) of this Plan shall not besidered for nomination or election to the New
Board, and (C) five members of the New Board dbalhominated by the Lender Steering
Committeeprovided however that if the Lender Steering Committee determimzsto
nominate an additional member of the New Boaraepdace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of this Plamtliee number of directors on the New Board
shall be reduced to five and four of such membgtseoNew Board shall be nominated by the
Lender Steering Committee.

8.6.4 Qualifications of Directors

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

8.6.5 Term of Office

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

8.7 Officers of Reorganized FairPoint

8.7.1 Generally

The executive officers of FairPoint immediatelygorio the Effective Date
will serve as the initial officers of ReorganizedifPoint on and after the Effective Date. Such
officers will serve in accordance with applicabenrbankruptcy law, any employment
agreement with Reorganized FairPoint and, as apptepthe New Organizational Documents
or its existing articles of incorporation and bysaw

8.7.2 Assumption of Executive Agreements

On the Confirmation Date, and subject to the oenae of the Effective Date,
FairPoint shall be deemed to have assumed the Exedgreements.
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8.8 Operations of FairPoint Between Confirmation arel Effective Date

FairPoint shall continue to operate as Debtorsaasession during the period
from the Confirmation Date through and until théefive Date.

8.9 Revesting of Assets

Pursuant to section 1141(b) and (c) of the Bankyu@ibde, except as otherwise
provided in the Plan, the property of the Estat BairPoint shall revest in Reorganized
FairPoint on the Effective Date of the Plan. Framad after the Effective Date, Reorganized
FairPoint may operate its respective businessesmaydise, acquire and dispose of property
free of any restrictions imposed under the Banlaytode, the Bankruptcy Rules and the
Bankruptcy Court. As of the Effective Date, albperty of FairPoint and Reorganized FairPoint
shall be free and clear of all Claims, Liens artdrigsts, except as specifically provided in the
Plan or in the Confirmation Order. Without limiginhe foregoing, Reorganized FairPoint may,
without application to or approval by the Bankryp&@ourt, pay any reasonable fees and
expenses (including, without limitation, reasonaiterneys’ fees and expenses) that
Reorganized FairPoint may incur after the Effechage.

8.10 Dissolution of the Creditors’ Committee

On the Effective Date, except as provided in tlgstien 8.10, the Creditors’
Committee shall be dissolved and the members thehedl be released and discharged of and
from all further authority, duties, responsibilgiand obligations related to, arising from or in
connection with the Chapter 11 Cases, and thetreteor employment of the Creditors’
Committee’s attorneys, accountants and other agéaisy, shall terminate, except for purposes
of filing and prosecuting applications for finalavances of compensation for professional
services rendered and reimbursement of expensaseddn connection therewith.

8.11 Effectuating Documents; Further Transactions

The chairman of the board of directors, the pregidée chief executive officer,
the chief financial officer, the executive vice gicent and general counsel, the controller or any
other appropriate officer of FairPoint or ReorgadiFairPoint, as the case may be, shall be, and
hereby are, authorized to execute, deliver, fihel Becord such contracts, instruments, releases,
indentures, certificates, and other agreementsaumients, and take such other actions as may
be necessary or appropriate to effectuate andeiueidence the terms and conditions of the
Plan. The secretary or assistant secretary oPBait or Reorganized FairPoint shall be
authorized to certify or attest to any of the faieg, if necessary.

8.12 Preservation of Certain Causes of Action; Defenses

Except as otherwise provided in this Plan, in adance with section 1123(b) of
the Bankruptcy Code, Reorganized FairPoint, asessars-in-interest to FairPoint and its
Estates, shall retain and may enforce FairPoirdissgs of Action that are property of FairPoint
and its Estates (including Avoidance Actions), &wbrganized FairPoint shall retain and
enforce all defenses and counterclaims to all aasserted against FairPoint and its Estates,
including, but not limited to, setoff, recoupmentaany rights under section 502(d) of the
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Bankruptcy Code. Reorganized FairPoint may pussied Causes of Action, counterclaims and
defenses, as appropriate, in accordance with #isibierests, as determined by Reorganized
FairPoint.

8.13 Cancellation of Existing Securities

On the Effective Date, except as otherwise providedherein, (a) all securities,
equity interests, notes, bonds, indentures and agtkuments or documents evidencing or
creating any indebtedness, or obligation of FamBancluding without limitation, the
Prepetition Credit Agreement, the Senior NotestardOld FairPoint Equity Interests (except
such equity interests, notes or other instrumevitteacing indebtedness or obligations of
FairPoint that are Reinstated under the Plan, duwely without limitation, the Subsidiary Equity
Interests) shall be as against FairPoint and iteessors cancelled and extinguished, and (b) the
obligations of FairPoint under any agreements,ntutes, or certificates of designation
governing any securities, equity interests, ndiesds, indentures and other instruments or
documents evidencing or creating any indebtedmmesshligation of FairPoint, including,
without limitation, the Prepetition Credit Agreemgtie Senior Notes and the Old FairPoint
Equity Interests (except such equity interestsesior other instruments evidencing indebtedness
or obligations of FairPoint that are Reinstatedarrttie Plan, including, without limitation, the
Subsidiary Equity Interests), as the case mayhas| ise fully released, terminated, extinguished
and dischargedyrovided, howevetthat the provisions of the Prepetition Credit égmnent
governing the relationship between the Prepeti@ioedit Agreement Agent and the Prepetition
Credit Agreement Lenders, including but not limitedhose provisions relating to the rights of
the Prepetition Credit Agreement Agent to expeegaliursement, indemnification and other
similar amounts, shall not be affected by and shawive 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 shalleemed to have adopted
the Long Term Incentive Plan without any furtheti@et by FairPoint, Reorganized FairPoint,
Reorganized FairPoint’s shareholders or the Newdoa

8.15 Success Bonuses

On the Effective Date, Reorganized FairPoint sballeemed to have adopted
and authorized the Success Bonuses without arfyefugiction by FairPoint, Reorganized
FairPoint, Reorganized FairPoint’'s shareholdetheNew Board.

8.16 Indemnification; Directors & Officers Insurance

Reorganized FairPoint shall assume all existingmmaification obligations of
FairPoint in favor of the directors of FairPointevheld such position on June 1, 2009 and
thereafter, and the officers of FairPoint listedEothibit G hereto (collectively, the “Indemnified
Persony, and the directors, officers and employees abiiganized FairPoint on and following
the Effective Date (whether such indemnificatiohgdtions are in FairPoint’s charter, bylaws,
contracts or otherwiseprovidedthat Reorganized FairPoint’s indemnification oatign to and
for the benefit of the Indemnified Persons shallilmied in the aggregate to twenty million
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dollars ($20,000,000.00) with respect to any Classerted against such Indemnified Person that
arose prior to the Effective Date. In addition|daing the Effective Date, Reorganized

FairPoint shall purchase director and officer lié§pinsurance for the directors and officers of
Reorganized FairPoint on a going-forward basigh@form and substance satisfactory to the
New Board). Nothing herein shall be deemed tocati@y applicable insurance coverage.

SECTION IX
DISTRIBUTIONS UNDER THE PLAN

9.1 Distributions on Allowed Claims

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

9.2 Date of Distributions

In the event that any payment or act under the Blaequired to be made or
performed on a date that is not a Business Dap, ttiee making of such payment or the
performance of such act may be completed on thesuexeeding Business Day, but shall be
deemed to have been completed as of the requited da

9.3 Disbursing Agent

Except as otherwise provided in Sections 9.6.2{d)%6.3 of the Plan, all
Distributions under the Plan shall be made by Raimged FairPoint Communications as
Disbursing Agent or such other Person designateddmnyganized FairPoint Communications as
a Disbursing Agent. No Disbursing Agent shall éguired 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)ceté actions and execute all
agreements, instruments and other documents negésggerform its duties under the Plan,
(b) make all Distributions contemplated hereby g@ploy professionals to represent it with
respect to its responsibilities and (d) exercisgghsather powers as may be vested in the
Disbursing Agent by order of the Bankruptcy Coptrsuant to the Plan or as deemed by the
Disbursing Agent to be necessary and proper toeampht the provisions hereof. In furtherance
of the rights and powers of the Disbursing Ageme, Disbursing Agent shall have no duty or
obligation to make Distributions to any holder afAlowed Claim unless and until such holder
executes and delivers, in a form acceptable t®thbursing 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 Cthuegtamount of any
reasonable fees and expenses incurred by the Bisgukgent from and after the Effective
Date, including reasonable fees and expenses okegwshall be paid in Cash by Reorganized
FairPoint without further order of the Bankruptcgutt within twenty (20) days of receipt of an
invoice by Reorganized FairPoint. In the event Reorganized FairPoint objects to the
payment of such invoice for post-Effective Datesfaad expenses, in whole or in part, and the
parties cannot resolve such objection after goal feegotiation, the Bankruptcy Court shall
retain jurisdiction to make a determination asi® éxtent 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 Distributidnsany holder of an Allowed
Claim or Allowed Administrative Expense Claim shiadl made at the address of such holder as
set forth on the Schedules filed with the Bankryourt or on the books and records of
FairPoint or its agents, as applicable, unlesféamt or Reorganized FairPoint have been
notified in writing of a change of address by thied of a proof of Claim by such holder that
contains an address for such holder different tharaddress of such holder as set forth on the
Schedules. Nothing in this Plan shall require Banized FairPoint to attempt to locate any
holder of an Allowed Claim.

9.6.2 Distributions to Prepetition Credit Agreement Agent

(@  The Prepetition Credit Agreement Agent shall beRisbursing Agent for the
holders of all Prepetition Credit Agreement Claimdszcordingly, Distributions for the benefit of
the holders of Prepetition Credit Agreement Claghall be made to the Prepetition Credit
Agreement Agent. The Prepetition Credit Agreenfaggnt shall, in turn, promptly administer
the Distributions to the holders of Allowed Prepieti Credit Agreement Claims, in accordance
with the Plan and the Prepetition Credit Agreemé@rtte issuance and Distribution of the New
Common Stock and Cash Payment to the PrepetitieditChgreement Agent, and the issuance
and execution and delivery of the New Term Loarlsleadeemed a Distribution to the
respective holders of Allowed Prepetition Credirégment Claims. Upon delivery of the
Distributions required under the Plan as providethis paragraph, Reorganized FairPoint shall
be released of all Liability with respect to theivkry of such Distributions.

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

9.6.3 Distributions to Indenture Trustee
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The Indenture Trustee shall be the Disbursing Afianthe holders of all Senior
Notes Claims. Accordingly, Distributions for ther®fit of the holders of Allowed Senior Notes
Claims shall be made to the Indenture Trustee. Iithenture Trustee shall, in turn, promptly
administer the Distributions to the holders of s@dlowed Senior Notes Claims, in accordance
with the Plan and the applicable Indentures. Taemture Trustee, in its capacity as Disbursing
Agent, may transfer any such Distributions throtlgihfacilities of DTC or another third-party
distribution agent. The issuance and Distributbthe New Common Stock and the New
Warrants to the Indenture Trustee shall be deeniaidtabution to the respective holders of
Allowed Senior Notes Claims. Upon delivery of Distributions required under the Plan as
provided in this paragraph, Reorganized FairPdiatl e released of all liability with respect to
the delivery of such Distributions.

9.7 Unclaimed Distributions

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

9.8 Distribution Record Date

The Claims register shall be closed on the DistrdnuRecord Date, and any
subsequent transfer of any Claim shall be prohdbitéairPoint and Reorganized FairPoint shall
have no obligation to recognize any transfer of sungh Claims occurring after the close of
business on such date.

9.9 Manner of Payment

At the option of the Disbursing Agent, any Cashmat to be made hereunder
may be made by a check or wire transfer or as wikemrequired or provided in applicable
agreementsyrovided howevey that the Cash payment to the Prepetition CregreAment
Agent in accordance with Section 9.6.2(a) of tHeaRhall be made by wire transfer and the
Cash Payment made to holders of Allowed Prepet{fimdit Agreement Claims in accordance
with Section 5.4.2(c) of this Plan shall be madenirg transfer.

9.10 Time Bar to Cash Payments by Check

Checks issued by, or on behalf of, FairPoint orrBaized FairPoint on account
of Allowed Claims shall be null and void if not reted within ninety (90) days after the date
of issuance thereof. Requests for reissuanceyotlaeck shall be made in writing directly to
Reorganized FairPoint by the holder of the Allov@dim with respect to which such check
originally was issued on or before the later offihs& anniversary of (a) the Effective Date and
(b) the date on which the Claim at issue becamgllawed Claim. After such dates, all Claims
in respect of void checks shall be extinguishesgltirged and forever barred, and the proceeds
of such checks shall revest in and become the pgyopEReorganized FairPoint.
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9.11 No Fractional Distributions

No fractional shares of New Common Stock or New nfas for fractional
shares of New Common Stock shall be distributedrem@ash shall be distributed in lieu of
such fractional shares or New Warrants for fra@i@tares. When any Distribution pursuant to
the Plan on account of an Allowed Claim would otVise result in the issuance of fractional
shares of New Common Stock or New Warrants fottifsaal shares, the actual Distribution of
such fractional shares shall be rounded as follofa} fractions of one-half (12) or greater shall
be rounded to the next higher whole number andrflsjions of less than one-half (¥2) shall be
rounded to the next lower whole number, with naHer payment therefor. The total number of
authorized shares of New Common Stock (includiragestof New Common Stock issuable
upon the exercise of New Warrants) to be distridbtieeholders of Allowed Claims shall be
adjusted as necessary to account for the foregoungding.

9.12 Fractional Cents

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

9.13 Setoffs and Recoupment

FairPoint may, but shall not be required to, seagfiinst or recoup from any
Claim and the payments to be made pursuant tol#mei respect of such Claim, any Causes of
Action of any nature whatsoever that FairPoint inaye against the applicable claimant, but
neither the failure to do so nor the allowancerof @laim hereunder shall constitute a waiver or
release by FairPoint or Reorganized FairPoint gfsaich Causes of Action they may have
against such claimant.

9.14 Allocation of Plan Distributions Between Principaid Interest

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

9.15 Distributions After Effective Date

Distributions made after the Effective Date shalldeemed to have been made on
the Effective Date.

9.16 |Interest on Claims

Except as specifically provided for in the Plare @onfirmation Order or
applicable law, interest shall not accrue on Claamsl no holders of a Claim shall be entitled to
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interest accruing on or after the Petition Dateaoy Claim. Interest shall not accrue or be paid
on any Disputed Claim in respect of the period fittwn Petition Date to the date a final
Distribution is made thereon if and after such Disg Claim becomes an Allowed Claim.
Except as expressly provided herein, no Prepetiiam 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 Ohai

Notwithstanding anything to the contrary herein hotder of an Allowed Claim
shall receive in respect of such Claim any Distiitouin excess of the Allowed amount of such
Claim.

9.18 Ordinary Course Post-Petition Liabilities

Subject to Section 3.1 hereof and except as otkergpecifically provided for in
the Plan, holders of Claims against FairPoint (othan Claims for Professional Fees) based on
Liabilities incurred after the Petition Date in thiginary course of FairPoint’s businesses shall
not be required to file any request for paymerguath Claims with the Bankruptcy Court. Such
Claims shall be assumed and paid by ReorganizeBdiat in the ordinary course of business of
Reorganized FairPoint, in accordance with the teantssubject to the conditions of any
agreements governing, instruments evidencing aratbcuments relating to the transaction
underlying such Claims, without any further actmnthe holders of such Claims.

9.19 Payment of Taxes on Distributions Received Purstgtiite Plan

All Persons that receive Distributions under th@nPdhall be responsible for
reporting and paying, as applicable, taxes on atgaofusuch Distributions.

9.20 Estimation of Claims

FairPoint or Reorganized FairPoint, as applicatlay at any time request that
the Bankruptcy Court estimate any Contingent Cldmljquidated Claim or Disputed Claim
pursuant to section 502(c) of the Bankruptcy Cadmardless of whether FairPoint or
Reorganized FairPoint, as applicable, previousjgaibd to such Claim or whether the
Bankruptcy Court has ruled on any such objectiod,the Bankruptcy Court shall retain
jurisdiction to estimate any Claim at any time dgrlitigation concerning any objection to any
Claim, including, without limitation, during the péency of any appeal relating to any such
objection. In the event that the Bankruptcy Castimates any Contingent Claim, Unliquidated
Claim or Disputed Claim, the amount so estimatedl slonstitute either the Allowed amount of
such Claim or a maximum limitation on such Claimdatermined by the Bankruptcy Court. If
the estimated amount constitutes a maximum linoitatin the amount of such Claim, FairPoint
or Reorganized FairPoint, as applicable, may pussip@lementary proceedings to object to the
allowance of such Claim. All of the aforementioraajection, estimation and resolution
procedures are intended to be cumulative and rabtigixe of one another. Claims may be
estimated and subsequently compromised, settl¢kgdraiwn 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 Disitibns required to be made on
the Effective Date under the Plan, ReorganizedPeamt Communications shall establish and
maintain a separate reserve (each, a "Re9eimeeach Class of Claims and Unclassified
Claims, which Reserve shall be administered by §@ured FairPoint Communications;
provided, howevethat nothing herein shall be deemed to requireseRe with respect to Tax
Claims against FairPoint Communications. For tredance of doubt, a Reserve shall be
established for all amounts referred to as “res¥rireclauses (1) through (10) in Section
5.4.2(c) of this Plan other than clauses (3) ana{%ection 5.4.2(c) of this Plan. To the extent
that Reserves are established and maintainedddsehefit of any holder of a Disputed Claim,
such Reserves shall include an amount of New Confatock, New Warrants and/or Cash, as
the case may be, equal to the Distributions thatldvbave been made to the holder of such
Disputed Claim if it were an Allowed Claim in an aumt equal to the lesser of (i) the amount of
the Disputed Claim, (ii) the amount in which thesputed Claim shall be estimated by the
Bankruptcy Court pursuant to section 502 of thelBaptcy Code for purposes of allowance,
which amount, unless otherwise ordered by the Bgotky Court, shall constitute and represent
the maximum amount in which such Claim ultimatelgyntvecome an Allowed Claim, or (iii)
such other amount as may be agreed upon by therhmiduch Disputed Claim and
Reorganized FairPoint.

All New Common Stock, New Warrants and Cash, asicaipe, allocable to a
Class of Claims or Unclassified Claims hereundatl ¢fe distributed by Reorganized FairPoint
to the relevant Reserve on the Effective Date. @&$thin Reserve shall only be invested in
Section 345 Securities. Each Reserve shall bedlasd extinguished by Reorganized FairPoint
Communications upon its determination that all Bisttions of New Common Stock, New
Warrants and Cash required to be made under time(@tlder than those Distributions required to
be made to holders of Allowed Prepetition Creditéament Claims pursuant to Section
5.4.2(d)) have been made in accordance with timestef the Plan. Upon closure of a Reserve,
all New Common Stock and New Warrants then heklich Reserve shall be subject to re-
Distribution to the applicable Class, as appropriahd all Cash shall be distributed pursuant to
Section 5.4.2(d), all in accordance with the priovis 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, objecticies and requests for estimation
of, Administrative Expense Claims and Claims agdtasrPoint may be interposed and
prosecuted only by Reorganized FairPoint. Suchaigins and requests for estimation shall be
served on the respective claimant and filed withBlankruptcy Court on or before the latest of:
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(a) one hundred eighty days (180) after the Effecbate or (b) such later date as may be fixed
by the Bankruptcy Court (the “Objection Deadinerovided howevey that with respect to
Claims that, as of the Objection Deadline, areexttldp a pending claim objection, contested
matter, or adversary proceeding (an “Initial Ob@el) wherein Reorganized FairPoint’s
objection to such claim is ultimately denied, thigj€ation Deadline shall be extended to the later
of sixty (60) days from the date on which (i) thenBruptcy Court enters an order denying such
Initial Objection or (ii) any appellate court ergex Final Order reversing or vacating an order of
the Bankruptcy Court granting such Initial Objeatiprovidedfurther, that with respect to

Claims that (A) are filed (whether as an amendeadnGlnew Claim, or otherwise) after the
Effective Date and (B) that are not otherwise stiiije adjustment, expunction or disallowance
pursuant to Sections 10.2, 10.3, 10.5, 10.6 and ditthis Plan, the Objection Deadline shall be
one hundred eighty (180) days after the date oclwvéiich Claim was filed. Nothing herein
shall affect FairPoint’s or Reorganized FairPoimtslity to amend the Schedules in accordance
with the Bankruptcy Code and the Bankruptcy Rules.

10.2 Adjustment to Certain Claims Without a Filed Obiewt

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

10.3 No Distributions Pending Allowance

Notwithstanding any other provision hereof, if ggrtion of a Claim or
Administrative Expense Claim is Disputed, no payt@rDistribution provided hereunder shall
be made on account of such Claim or Administraixpense Claim unless and until such
Disputed Claim or Disputed Administrative Expendai@ becomes Allowed.

10.4 Distributions After Allowance

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

10.5 Resolution of Administrative Expense Claims andigfa

As of and following the Effective Date, ReorganiZarPoint shall have the
authority to compromise, settle, otherwise resolvevithdraw any objections to Administrative
Expense Claims and Claims against FairPoint amaagpromise, settle or otherwise resolve any
Disputed Administrative Expense Claims and Disp@&ims against FairPoint without
approval of the Bankruptcy Court.
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10.6 Disallowance of Certain Claims

Any Claims held by Persons from which propertyeisaverable under section
542, 543, 550, or 553 of the Bankruptcy Code oalBerson that is a transferee of a transfer
avoidable under section 522(f), 522(h), 544, 54%, 548, 549 or 724(a) of the Bankruptcy
Code, shall be deemed disallowed pursuant to $e608(d) of the Bankruptcy Code, and such
Persons may not receive any Distributions on adcoitheir Claims until such time as such
Causes of Action against such Persons have bededsat a Final Order with respect thereto has
been entered and all sums due, if any, to FairByirstuch Person have been turned over or paid
to Reorganized FairPoint.

10.7 Indenture Trustee as Claim Holder

Consistent with Bankruptcy Rule 3003(c), ReorgatiZairPoint shall recognize
proofs of Claims timely filed by the Indenture Tiers in respect of any Claims under the
Indentures. Accordingly, any Claim arising unde tndentures, proof of which is filed by the
registered or beneficial holder of Senior Notesllde disallowed as duplicative of the Claim of
the applicable Indenture Trustee, without any ferrtdaction of the Bankruptcy Court.

10.8 Offer of Judgment

Reorganized FairPoint is authorized to serve upbaolder of a Claim an offer to
allow judgment to be taken on account of such Claind, pursuant to Bankruptcy Rules 7068
and 9014, Federal Rule of Civil Procedure 68 shatlly to such offer of judgment. To the
extent the holder of a Claim must pay the costariec! by Reorganized FairPoint after the
making of such offer, Reorganized FairPoint istéedito set off such amounts against the
amount of any Distribution to be paid to such holdghout 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 nofilesl or amended without the
prior authorization of the Bankruptcy Court or Rgammized FairPoint and any such new or
amended Claim filed without prior authorization kha 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 objenthaving to be filed and
without any further notice to or action, order ppeoval of the Bankruptcy Court, to the extent
that the holder of such Claim receives paymentiinoin account of such Claim from a party that
is not FairPoint or Reorganized FairPoint. No flsttions under the Plan shall be made on
account of an Allowed Claim that is payable pursaarone of FairPoint’s Insurance Policies
until the holder of such Allowed Claim has exhadsi# remedies with respect to such Insurance
Policy. To the extent that one or more of FairPsimsurers agrees to satisfy in full a Claim (if
and to the extent adjudicated by a court of comyegteisdiction), then immediately upon such
insurers’ agreement, such Claim may be expungexd fhe Claims register without a Claims
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objection having to be filed and without any furtinetice to or action, order or approval of the
Bankruptcy Court.

SECTION XI
EXECUTORY CONTRACTS AND UNEXPIRED LEASES
UNDER THE PLAN

11.1 Assumption or Rejection of Executory Contracts Biméxpired Leases

11.1.1 General

Pursuant to sections 365(a) and 1123(b)(2) of gnekBiptcy Code, all executory
contracts and unexpired leases that exist betwagRdint and any Person shall be deemed
assumed by FairPoint as of the Effective Date, gixiteg any executory contract or unexpired
lease (a) that has been assumed or rejected putsuamorder of the Bankruptcy Court entered
prior to the Effective Date, (b) as to which a matfor approval of the assumption or rejection
of such executory contract or unexpired lease kas filed and served prior to the Effective
Date, or (c) that is specifically designated asrmtmct or lease to be rejected on Schedules
11.1(A) (executory contracts) or 11.1(B) (unexpitegkes), which schedules shall be contained
in the Plan Supplementrovided however that FairPoint reserves the right, on or prioth®
Effective Date, to amend Schedules 11.1(A) and(B).tb delete any executory contract or
unexpired lease therefrom or add any executoryrachor unexpired lease thereto, in which
event such executory contract(s) or unexpired ([saséall be deemed to be either assumed or
rejected, respectively, as provided in such amesdblddules, as of the Effective Date.
FairPoint shall provide notice of any amendmentSdbedules 11.1(A) and/or 11.1(B) to the
parties to the executory contracts and unexpirasele affected thereby. The listing of a
document on Schedules 11.1(A) or 11.1(B) shallcoosstitute an admission by FairPoint that
such document is an executory contract or an unexpease or that FairPoint has any liability
thereunder. For the purpose of the Plan, the wanegulatory consent orders to which FairPoint
was a party with the MPUC, the VDPS and the NHPWGhe Petition Date shall not be deemed
to be executory contracts governed by Section XhefPlan.

11.2 Inclusiveness

Unless otherwise specified on Schedules 11.1(A)ok(B) of the Plan
Supplement, each executory contract and unexpaasellisted or to be listed therein shall
include any and all modifications, amendments, Bmppnts, restatements or other agreements
made directly or indirectly by any agreement, imstent or other document that in any manner
affects such executory contract or unexpired leaskall executory contracts or unexpired leases
appurtenant to the premises thereof, includingadements, licenses, permits, rights, privileges,
immunities, options, rights of first refusal, poweuses, usufructs, reciprocal easement
agreements, vaults, tunnel or bridge agreemerftammchises and any other interests in real
estate or rights iremrelated to the premises thereof, in each cashpuliregard to whether
such agreement, instrument or other documenttesllisn Schedules 11.1(A) or 11.1(B) of the
Plan Supplement.
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11.3 Provisions Related to Cure Payments and Rejectamdyes

11.3.1 Approval of Assumption and Rejection of Executogn@acts and
Unexpired Leases

The Confirmation Order shall constitute an ordethef Bankruptcy Court
approving the assumptions or rejections describelis Section 11.3 pursuant to sections 365
and 1123 of the Bankruptcy Code as of the Effediiaée. Any counterparty to an executory
contract or unexpired lease that fails to objeuety to the proposed assumption or rejection of
such executory contract or unexpired lease, inolydbjecting to the Cure amount designated
by FairPoint as payable in connection with an aggion, will be deemed to have consented to
such assumption or rejection and agreed to thafsgge€ure amount.

€)) Claims on Account of the Rejection of Executory €acts or Unexpired Leases

All proofs of Claims arising from the rejection @tecutory contracts or
unexpired leases pursuant to the Plan must beiiddthe Bankruptcy Court and served upon
FairPoint or Reorganized FairPoint, as applicatbelater than thirty (30) days after the later of
(a) notice of entry of an order approving the réggrof such executory contract or unexpired
lease, (b) notice of entry of the Confirmation Qrded (c) notice of an amendment to the
schedule of rejected contracts.

Any Person that is required to file a proof of @laarising from the rejection of
an executory contract or an unexpired lease tliatttatimely do so shall be forever barred,
estopped and enjoined from asserting such Claichsanoh Claim shall not be enforceable,
against FairPoint or Reorganized FairPoint or te&ate and their respective properties, and
FairPoint and Reorganized FairPoint and the Estatdgsheir respective properties shall be
forever discharged from any and all Liability witspect to such Claim unless otherwise
ordered by the Bankruptcy Court or as otherwiseigex herein. All such Claims shall, as of
the Effective Date, be subject to permanent injonct

(b) Procedures for Counterparties to Executory Corgractl Unexpired Leases
Assumed Pursuant to the Plan

(i) (A) Any monetary defaults under each executory reatand unexpired
lease to be assumed pursuant to the Plan shadtiséexd, pursuant to section 365(b)(1) of the
Bankruptcy Code, by payment of the default amonr@ash on the Effective Date or as soon
thereafter as is practicable. At least twenty (@&)s prior to the Confirmation Hearing,
FairPoint shall provide notices of proposed assiongnd proposed Cure amounts to be sent to
applicable third parties, the Lender Steering Cottamiand the Creditors’ Committee. In the
event that FairPoint does not propose a Cure antou@ sent to the applicable third party, the
Cure amount for such third party’s executory casttoa unexpired lease shall be deemed to be
zero dollars ($0.00). Any objection by a countetypto an executory contract or unexpired
lease to a proposed assumption or related Curergmuust be filed, served and actually
received by FairPoint at least ten (10) days pgodhe Confirmation Hearing. Any counterparty
to an executory contract and unexpired lease #ilattb object timely to the proposed
assumption or Cure amount will be deemed to hasersisd to such matters.
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(B) In the event of a dispute regarding (1) theant of any payments to
cure such a default, (2) the ability of ReorganiEadPoint or any assignee to provide “adequate
assurance of future performance” (within the meguihsection 365 of the Bankruptcy Code)
under the contract or lease to be assumed or (3)ther matter pertaining to assumption, the
Cure payments required by section 365(b)(1) oaekruptcy Code shall be made following
the entry of a Final Order or orders resolvingdispute and approving the assumption, unless
otherwise agreed between FairPoint or Reorganiae#éint, as the case may be, and the
counter party to such executory contract or unexbiease. If any objection to Cure is sustained
by the Bankruptcy Court, FairPoint, in its soleiopt may elect to reject such executory contract
or unexpired lease in lieu of assuming it.

(i) Notwithstanding Section 11.3.1(b)(i) above, to ¢ixéent (A) FairPoint is
a party to any contract, lease or other agreemrentging for the purchase, by a third
party, of access to FairPoint's facilities or segg (B) any such agreement constitutes an
executory contract or unexpired lease and (C) agceement (1) has not been assumed or
rejected pursuant to a Final Order of the Bankmuftourt, (2) is not subject to a pending motion
for reconsideration or appeal of an order authegzhe assumption or rejection of such
executory contract or unexpired lease, (3) is nbjext to a motion to assume or reject such
executory contract or unexpired lease filed onrargo the Effective Date, or (4) is not
identified for rejection on Schedules 11.1(A) orI(B) of the Plan Supplement, then such
agreement will be assumed as of the Effective DgteairPoint, in accordance with the
provisions and requirements of sections 365 oBekruptcy Code. No Cure shall be paid and
no other form of refund or billing credit shall gzen in connection with the assumption of such
an agreement.

11.4 Indemnification Obligations

Except as specifically set forth in Section 8.16ebé as of the Effective Date,
FairPoint and Reorganized FairPoint shall haveardicuing indemnification obligations under
any of its executory contracts.

11.5 Insurance Policies

Unless specifically rejected by order of the Bampkey Court, all of FairPoint’s
Insurance Policies which are executory, if any, anglagreements, documents or instruments
relating thereto, shall be assumed under the Menthing contained in this Section 11.5 shall
constitute or be deemed a waiver of any Cause bbAthat FairPoint or Reorganized
FairPoint, as applicable, may hold against anyd®eiscluding, without limitation, the Insurer,
under any of FairPoint’s Insurance Policies.

11.6 Benefit Plans

Notwithstanding anything contained in the Planhte ¢ontrary, unless rejected by
order of the Bankruptcy Court, Reorganized FairPsivall continue to honor, in the ordinary
course of business, the Benefit Plans of FairPoinluding Benefit Plans and programs subject
to sections 1114 and 1129(a)(13) of the Bankruftogle, 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 sactib29(a)(13) of the
Bankruptcy Code, Reorganized FairPoint shall caatito pay all retiree benefits of FairPoint
(within the meaning of and subject to section 1afithe Bankruptcy Code) for the duration of
the period for which the FairPoint entities hadigdited themselves to provide such benefits and
subject to the right of Reorganized FairPoint tadifyoor terminate such retiree benefits in
accordance with the terms thereof.

11.8 Amended Collective Bargaining Agreements

On the Effective Date, the collective bargainingeggnents by and between
Northern New England Telephone Operations LLC aal@dhone Operating Company of
Vermont LLC (the two companies doing business ag*Bat Communications) and
International Brotherhood of Electrical Workers,lAEIO Locals 2320, 2326, and 2327 and
Communications Workers of America, AFL-CIO shalldeemed automatically assumed, as
amended by the Labor MOU.

SECTION XIlI
CONDITIONS PRECEDENT TO THE EFFECTIVE DATE

12.1 Conditions Precedent to Effectiveness

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

(@ the terms of the Plan, the Disclosure Statementlamélan Supplement shall be
reasonably satisfactory to the Lender Steering Cibiee)

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

(© the treatment of inter-company claims and the apsiom of post-reorganization
operating contracts shall be reasonably satisfattothe Lender Steering Committee;

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

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

() all actions and all agreements, instruments orratbeuments necessary to
implement the terms and provisions of the Plareffiexted or executed and delivered, as
applicable and shall be reasonably acceptablesthehder Steering Committee;
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(g) all authorizations, consents and regulatory appsovalings, letters, no-action
letters, opinions or documents, if any, that argessary to implement the Plan or that are
required by FairPoint or applicable law, regulatasrorder, in connection with the
consummation of the Plan shall have been obtainddat revoked (including any approvals
required by the Regulatory Settlements);

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

(1) applicable regulatory approvals from the Federah@anications Commission
and from state regulatory authorities in certaatest in which it operates, including the approval
of the change of control applications and the eel&®egulatory Settlements, shall have been
obtained or FairPoint shall have obtained a rufiogh the Bankruptcy Court to the effect that
the state regulations requiring such regulatory@gds are pre-empted by the Bankruptcy
Code.

12.2 Waiver of Conditions

Each of the conditions precedent in Section 12r&dfenay be waived, in whole
or in part, by FairPoint, except with respect te tonditions precedent set forth in Sections 12.1
(@), (b), (c), (e), (P, (9), (h) and (i) which shaequire the consent of the Lender Steering
Committee (such consent not to be unreasonablyhelith conditioned or delayed). Any such
waivers may be effected at any time, without notieighout leave or order of the Bankruptcy
Court and without any formal action on the parthe&f Bankruptcy Court.

12.3 Satisfaction of Conditions

Except as expressly provided or permitted in ttaPany actions required to be
taken on the Effective Date shall take place aradl §le deemed to have occurred
simultaneously, and no such action shall be dedmbdve occurred prior to the taking of any
other such action. In the event that one or mbtheoconditions specified in Section 12.1
hereof shall have not occurred or otherwise beawadigoursuant to Section 12.2 hereof, (a) the
Confirmation Order shall be vacated, (b) FairPamd all holders of Claims and interests,
including any Equity Interests, shall be resto@thestatus quo antas of the day immediately
preceding the Confirmation Date as though the Qoraiion Date never occurred and
(c) FairPoint’s obligations with respect to Claiared Equity Interests shall remain unchanged
and nothing contained herein shall constitute ofldmed a waiver or release of any Claims or
Equity Interests by or against FairPoint or anyeotRerson or to prejudice in any manner the
rights of FairPoint or any Person in any furthesgaredings involving FairPoint.

SECTION XIlI
EFFECT OF CONFIRMATION

13.1 Binding Effect

Subject to the occurrence of the Effective Dateaod after the Confirmation
Date, the provisions of the Plan shall bind anyhobf a Claim against, or Equity Interest in,
FairPoint and such holder’s respective successmtassigns, whether or not the Claim or
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Equity Interest of such holder is Impaired under tlan, whether or not such holder has
accepted the Plan and whether or not such holdetided to a Distribution under the Plan.

13.2 Discharge of Claims and Termination of Old FairR&quity Interests

Except as provided in the Plan, the rights affortheg@ind the payments and
Distributions to be made under the Plan shall teata all Old FairPoint Equity Interests and
shall discharge all existing Liabilities and Claiofsany kind, nature or description whatsoever
against or in FairPoint or any of its assets opprbes to the fullest extent permitted by section
1141 of the Bankruptcy Code. Except as providetienPlan, on the Effective Date, all existing
Claims against FairPoint and Old FairPoint Equitietests shall be, and shall be deemed to be,
released, terminated, extinguished and dischaagetiall holders of such Claims and Old
FairPoint Equity Interests shall be precluded amdired from asserting against Reorganized
FairPoint, their successors and assigns and atiefrespective assets or properties, any other
or further Claim or Old FairPoint Equity Interesi@sed upon any act or omission, transaction or
other activity of any kind or nature that occurptbr to the Effective Date, whether or not such
holder has filed a proof of Claim or proof of irgst and whether or not the facts or legal bases
therefore were known or existed prior to the EffecDate.

13.3 Discharge of Debtors

On the Effective Date, in consideration of the Diitions to be made under the
Plan and except as otherwise expressly providdaeifPlan, each holder (as well as any trustees
and agents on behalf of each holder) of a Clai@ldrFairPoint Equity Interest and any
Affiliate of such holder shall be deemed to havever waived, released and discharged
FairPoint, to the fullest extent permitted by seti141 of the Bankruptcy Code, of and from
any and all Claims, Old FairPoint Equity Interesights and Liabilities that arose prior to the
Effective Date. Upon the Effective Date, all siRdrsons shall be forever precluded and
enjoined, pursuant to section 524 of the Bankruftogle, from prosecuting or asserting any
such discharged Claim against, or terminated OidPBant Equity Interest in, FairPoint.

13.4 Reservation of Causes of Action/Reservation of Righ

Except with respect to the Released Parties, ngpttontained in the Plan shall be
deemed to be a waiver or the relinquishment of@ayses of Action that FairPoint or
Reorganized FairPoint, as applicable, may haveay choose to assert against any Person.

SECTION XIV
EXCULPATION, RELEASE, INJUNCTION
AND RELATED PROVISIONS

14.1 Exculpation

None of FairPoint, the Debtors-in-Possession, therganized Debtors, and the
other Released Parties shall have or incur anititiafor any Claim, Cause of Action or other
assertion of Liability for any act taken or omittiedbe taken in connection with, relating to or
arising out of the Chapter 11 Cases, the formulatitssemination, implementation, approval,
confirmation, consummation or administration of Blan, property to be distributed under the
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Plan or any other act or omission in connectiomwi¢lating to or arising out of the Chapter 11
Cases, the Plan, the Disclosure Statement or amyao, instrument, document or other
agreement related therefwpvided howevey that the foregoing shall not affect the Liabildly
any Person resulting from any such act or omisgdhe extent such act or omission is
determined by a Final Order to have constitutetfwbiisconduct. This exculpation shall be in
addition to, and not in limitation of, all otheleases, indemnities, discharges and any other
applicable law or rules protecting such Personsfiiability.

14.2 Releases

Effective as of the date the Plan is confirmed, bugubject to the occurrence of
the Effective Date, and in consideration of the sgices of the Released Parties, to the fullest
extent permissible under applicable law, as such\wamay be extended or interpreted
subsequent to the Effective Date, FairPoint, theirespective Estates, Reorganized FairPoint
and each Person who, directly or indirectly, has Hd, holds, or may hold Claims or Old
FairPoint Equity Interest shall release, waive andlischarge unconditionally and forever
each of the Released Parties from any and all ClaenCauses of Action and Liabilities
whatsoever (including those arising under the Bankuptcy Code), whether known or
unknown, foreseen or unforeseen, existing or heredfter arising in law, equity, or
otherwise, based in whole or in part on any act, orssion, transaction, event or other
occurrence: (a) taking place before the Petition &te in connection with or relating to
FairPoint; and (b) in connection with, related to,or arising out of FairPoint’'s Chapter 11
Cases, the pursuit of confirmation of the Plan, theonsummation thereof, the
administration thereof or the property to be distributed thereunder; provided, that the
foregoing shall not operate as a waiver of or rele from any Causes of Action resulting
from the willful misconduct of any Released Partyprovided further, that solely with respect
to any Person (other than FairPoint, their respectie Estates, or Reorganized FairPoint)
who does not vote to accept the Plan or who is ndeemed to have accepted the Plan, the
release by such Person of any of the Released Pastishall be solely to the extent that such
Released Party would have a pre-Effective Date ind®ification claim against FairPoint;
provided further, that (i) the foregoing releases will not apply tmbligations arising under
the Plan, and (ii) the foregoing releases will ndite 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 theilGaatfon Order or by Final
Order of the Bankruptcy Court, as applicable, framd after the Effective Date, Reorganized
FairPoint shall have the right to prosecute anyahdvoidance or equitable subordination
actions, recovery Causes of Action and objectiorSlaims under sections 105, 502, 510, 542
through 551, and 553 of the Bankruptcy Code thiirngeto FairPoint or a Debtor-in-Possession.

14.4 Injunction or Stay.

From and after the Effective Date, all Persons shbbe permanently enjoined
from commencing or continuing in any manner againstairPoint or Reorganized
FairPoint, their successors and assigns, and thesissets and properties, as the case may be,

PLN-48-



any suit, action or other proceeding, on account afr respecting any Claim, Liability,
Cause of Action, interest or remedy released or tbe released pursuant to the Plan or the
order confirming the Plan.

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

The rights afforded in the Plan and the treatment 6all Claims and Equity
Interests therein shall be in exchange for and inanplete satisfaction of all Claims and
Equity Interests of any nature whatsoever, includig, without limitation, any interest
accrued on Claims from and after the Petition Dateagainst FairPoint or any of their
respective assets, properties or Estates. On théféctive 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 jurisdiciof all matters in
connection with, arising out of or related to thea@ter 11 Cases and the Plan pursuant to, and
for the purposes of, sections 105(a) and 1142eBtdmnkruptcy Code, including, without
limitation, to:

(@) hear and determine pending applications for therapson or rejection of
executory contracts or unexpired leases and tbevatice of Cure amounts and Claims resulting
therefrom;

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

(© hear and determine all applications for compensatitd reimbursement of
expenses under sections 330, 331 and 503(b) &ahkruptcy Code;

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

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

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

(9) consider any amendments to or modifications oftla@ or to cure any defect or
omission, or reconcile any inconsistency, in ardeoof the Bankruptcy Court, including,
without limitation, the Confirmation Order;
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(h) hear and determine disputes or issues arisingrinesdion with the interpretation,
implementation or enforcement of the Plan, the @omation Order, any transactions or
payments contemplated hereby or thereby, any agmemstrument, or other document
governing or relating to any of the foregoing oy aettlement approved by the Bankruptcy
Court; provided howevey that any dispute arising under or in connectiath he New Term
Loan and the New Revolver shall be determined aoaance with the governing law
designated by the applicable documents;

0] hear and determine matters concerning state, émchfederal taxes in accordance
with sections 346, 505 and 1146 of the BankruptogeZ(including, without limitation, any
request by FairPoint), prior to the Effective Dateequest by Reorganized FairPoint after the
Effective Date for an expedited determination afissues under section 505(b) of the
Bankruptcy Code;

()] hear and determine all disputes involving the exisg¢, scope and nature of the
discharges granted under the Plan, the Confirm&ialer or the Bankruptcy Code;

(K) issue injunctions and effect any other actions i@y be necessary or appropriate
to restrain interference by any Person with thesaammation, implementation or enforcement of
the Plan, the Confirmation Order or any other oféhe Bankruptcy Court;

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

(m) hear and determine any rights, Claims or Causégidn held by or accruing to
FairPoint pursuant to the Bankruptcy Code or purst@any federal or state statute or legal
theory;

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

(o) enter a final decree closing the Chapter 11 Caswek;
(p) hear any other matter not inconsistent with thekBapicy Code.

SECTION XVI
MISCELLANEOUS PROVISIONS

16.1 Effectuating Documents and Further Transactions

On or before the Effective Date, and without thedchtor any further order or
authority, FairPoint shall file with the Bankrupt€purt or execute, as appropriate, such
agreements and other documents as may be necessqupropriate to effectuate and further
evidence the terms and conditions of the Plan.rdggawzed FairPoint is authorized to execute,
deliver, file, or record such contracts, instrunsen¢leases, indentures and other agreements or
documents and take such actions as may be necessgygropriate to effectuate and further
evidence the terms and conditions of the Plan agdsacurities issued pursuant to the Plan.
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16.2 W.ithholding and Reporting Requirements

In connection with the Plan and all instrumentsiéssin connection therewith and
distributed with respect thereto, any party isswang instrument or making any Distribution
under the Plan shall comply with all applicablehkiblding and reporting requirements imposed
by any federal, state or local taxing authorityg al Distributions under the Plan shall be
subject to any such withholding or reporting reqments. Notwithstanding the above, each
holder of an Allowed Claim that is to receive atbimution under the Plan shall have the sole
and exclusive responsibility for the satisfactionl payment of any tax obligations imposed on
such holder by any governmental unit, includingome, withholding and other tax obligations,
on account of such Distribution. Any party issuarg instrument or making any Distribution
under the Plan has the right, but not the obligatio refrain from making a Distribution until
such holder has made arrangements satisfactooctoissuing or disbursing party for payment
of any such tax obligations.

16.3 Corporate Action

On the Effective Date, all matters provided for enthe Plan that would
otherwise require approval of the managers or ttire®f one or more of FairPoint’s entities or
Reorganized FairPoint, as the case may be, shail éféect from and after the Effective Date
pursuant to the applicable general business laWeo$tates in which FairPoint or Reorganized
FairPoint is incorporated or organized, without aaguirement of further action by the
managers or directors of FairPoint or ReorganizdP®eint. On the Effective Date, or as soon
thereafter as is reasonably practicable, ReorgdriagPoint shall, if required, file its amended
articles of organization or certificates of incorgtion, as the case may be, with the Secretary of
State of the state in which each such Person ish@t be) organized, in accordance with the
applicable general business law of each such jatied.

16.4 Modification of Plan

Alterations, amendments or modifications of ortte Plan may be proposed in
writing by FairPoint at any time prior to the Canfiation Dateprovided that the Plan, as
altered, amended or modified, satisfies the camustiof sections 1122 and 1123 of the
Bankruptcy Code and FairPoint has complied withised 125 of the Bankruptcy Code. The
Plan may be altered, amended or modified at ang &fter the Confirmation Date and before
substantial consummatioprovided that the Plan, as altered, amended or modifegtsfes the
requirements of sections 1122 and 1123 of the Bgm&y Code, and the Bankruptcy Court, after
notice and a hearing, confirms the Plan, as alter@@¢nded or modified, under section 1129 of
the Bankruptcy Code and the circumstances wartantt glterations, amendments or
modifications. A holder of a Claim that has aceéhe Plan prior to any alteration, amendment
or modification will be deemed to have acceptedRlaa, as altered, amended or modified, if the
proposed alteration, amendment or modification admesnaterially and adversely change the
treatment of the holders of the Claims and sultfethe consent of the Lender Steering
Committee to any alteration, amendment or modifacatwhich consent shall not be
unreasonably withheld.
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Prior to the Effective Date, FairPoint may makerappate technical adjustments
and modifications to the Plan without further ordeapproval of the Bankruptcy Court,
provided that such technical adjustments and neadibns 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 withdthes Plan prior to the
Confirmation Date. Subject to the foregoing seogeinf FairPoint revokes or withdraws the
Plan prior to the Confirmation Date, then the Fhall be deemed null and void. In such event,
nothing contained herein shall constitute or berdeka waiver or release of any Claims or
Equity Interests by or against FairPoint or anyeotRerson or to prejudice in any manner the
rights of FairPoint or any Person in any furthesgaredings involving FairPoint.

16.6 Plan Supplement

The Plan Supplement and the documents containeeirtrehall be filed with the
Bankruptcy Court no later than five (5) Businesy®hbefore the deadline for voting to accept or
reject the Planprovided that the documents included therein may therebteamended and
supplemented, prior to execution, so long as suoénament or supplement does not materially
and adversely change the treatment of holdersafrSland subject to the consent of the Lender
Steering Committee to any amendment or supplemadrith consent shall not be unreasonably
withheld. The Plan Supplement and the documenttagwed therein are incorporated into and
made a part of the Plan as if set forth in fulldier

16.7 Payment of Statutory Fees

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

16.8 Exemption from Transfer Taxes

Pursuant to section 1146(a) of the Bankruptcy Ctueissuance, transfer or
exchange of notes or equity securities under aommection with the Plan, the creation of any
mortgage, deed of trust or other security intetést making or assignment of any lease or
sublease or the making or delivery of any deedloeranstrument of transfer under, in
furtherance of, or in connection with the Plan]udag, without limitation, the issuance of the
New Common Stock, any merger agreements or agrésrmeoonsolidation, deeds, bills of sale
or assignments executed in connection with anp@triansactions contemplated under the Plan
shall not be subject to any stamp, real estatsf@gammortgage recording or other similar tax.
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16.9 Expedited Tax Determination

FairPoint and Reorganized FairPoint is authoripegtguest an expedited
determination of taxes under section 505(b) ofBaekruptcy Code for any or all returns filed
for, or on behalf of, FairPoint for any and all alke periods (or portions thereof) ending after
the Petition Date through and including the EffeztDate.

16.10 Exhibits/Schedules

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

16.11 Substantial Consummation

On the Effective Date, the Plan shall be deemdxtsubstantially consummated
under sections 1101 and 1127(b) of the BankruptmyeC

16.12 Severability of Plan Provisions

In the event that, prior to the Confirmation Datry term or provision of the Plan
is held by the Bankruptcy Court to be invalid, voidunenforceable, the Bankruptcy Court shall,
at the request of FairPoint, have the power ta altel interpret such term or provision to make it
valid or enforceable to the maximum extent pratlieaconsistent with the original purpose of
the term or provision held to be invalid, void eremforceable, and such term or provision shall
then be applicable as altered or interpreted. Mostanding any such holding, alteration or
interpretation, the remainder of the terms and igroms of the Plan shall remain in full force and
effect and shall in no way be affected, impairethgalidated by such holding, alteration or
interpretation. The Confirmation Order shall canst a judicial determination and shall
provide that each term and provision of the Plarit enay have been altered or interpreted in
accordance with the foregoing, is valid and enfabbe in accordance with its terms.

16.13 Governing Law

Except to the extent that the Bankruptcy Code berotederal law is applicable,
or to the extent an exhibit to the Plan or PlangBmpent provides otherwise (in which case the
governing law specified therein shall be applicablsuch exhibit), the rights, duties, and
obligations arising under the Plan shall be goweilme and construed and enforced in
accordance with, the laws of the State of New Ymitkiout giving effect to its principles of
conflict of law.

16.14 Conflicts
Except as set forth in this Plan, to the extent &dmy provision of the Disclosure

Statement conflicts with or is in any way inconsigtwith 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, fathie Plan is confirmed and does
not become effective, the rights of all partiemiterest in the Chapter 11 Cases are and will be
reserved in full. Any concessions or settlemeetiected herein, if any, are made for purposes
of the Plan only, and if the Plan does not becoffezive, no party in interest in the Chapter 11
Cases shall be bound or deemed prejudiced by amycancession or settlement.

16.16 Notices

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

FAIRPOINT COMMUNICATIONS, INC.

521 E. Morehead Street, Ste. 500

Charlotte, NC 28202

Telephone: (704) 344-8150

Facsimile: (704) 344-1594

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

with a copy to:
On behalf of FairPoint

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

New York, New York 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

Attn:  Luc A. Despins, Esq.

Attn:  James T. Grogan, Esq.

with a copy to:

On behalf of the Administrative Agent for FairP&nirepetition secured
lenders:

KAYE SCHOLER LLP

425 Park Avenue

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

[Signature Page Folloys
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Dated: February 11, 2010

Respectfully submitted,

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

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

[Signature Page to FairPoint Plan of Reorganiztion
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| i EBTOR
C & E COMMUNICATIONS, LTD.

NUMBE

09-16333-BRL

BERKSHIRE NEW YORK ACCESS, INC.

09-16334-BRL

FAIRPOINT COMMUNICATIONS, INC.

09-16335-BRE

BE MOBILE COMMUNICATIONS, INCORPORATED

09-16336-BRL

BENTLEYVILLE COMMUNICATIONS CORPORATION

09-16337-BRL

BERKSHIRE CABLE CORP.

09-16338-BRL

BERKSHIRE CELLULAR, INC.

09-16339-BRI.

BERKSHIRE NET, INC.

09-16340-BRL

BERKSHIRE TELEPHONE CORPORATION

09-16341-8RL

BIG SANDY TELECOM, INC.

09-16342-BRL.

BLUESTEM TELEPHONE COMPANY

09-16343-BRIL

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 MISSOURY, INC.

09-16350-BRL

FAIRPOINT BROADBAND, INC.

£9-16351-BRL

FAIRPOINT CARRIER SERVICES, INC.

09-16352-BRL

FAIRPOINT COMMUNICATIONS MISSOURY, 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.,

08-16357-BRL

FREMONT BROADBAND, LLC

09-16358-BRL

FREMONT TELCOM CO.

08-16359-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

GIT-CELL, INC.

09-16378-BRL

GERMANTOWN LONG DISTANCE COMPANY

08-16379-BRL

FRETEL COMMUNICATIONS, LLC

09-16380-BRL

ELLTEL LONG DISTANCE CORP.

09-16381-BRL

ELLENSBURG TELEPHONE COMPANY

09-16382-BRL

C-R TELEPHONE COMPANY

09-16384-BRL.

C-R LONG DISTANCE, INC.

09-16386-BRL

C-R COMMUNICATIONS, INC,

09-16387-BRL

MAINE TELEPHONE COMPANY

09-16388-BRL

SUNFLOWER TELEPHONE COMPANY, INC.

09-16389-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

69-16398-BRL

UTILITIES, INC.

09-16400-BRL

TELEPHONE SERVICE COMPANY

08-16401-BRL

MJD VENTURES, INC.

09-16402-BRL
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NORTHLAND TELEPHONE COMPANY OF MAINE, INC.

09-16404-BRL

THE ORWELL TELEPHONE COMPANY

09-16406-BRL

QUALITY ONE TECHNOLOGIES, INC.

09-16406-BRL

TACONIC TECHNOLOGY CORP. 08-16407-BRL.
TACONIC TELCOM CORP. 09-16408-BRIL.
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

U COMMUNICATIONS, INC.

09-16414-BRL

Ul LONG DISTANCE, INC.

09-16415-BRL.

Ul TELECOM, INC.

09-16416-BRL

ST. JOE COMMUNICATIONS, INC.

09-16423-BR1.

CHAUTAUQUA & ERIE COMMUNICATIONS, INC.

09-16424-BRL.
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2010 VIEMORANDUM OF UNDERSTANDING
BETWEEN
NORTHERN NEW ENGLAND TELEPHONE OPERATIONS LLC
AND
TELEPHONE OPERATING COMPANY OF VERMONT LLC, THE TWO COMPANIES
D/B/A
FAIRPOINT COMMUNICATIONS
INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS, AFL-CIO
LOCALS 2320, 2326, and 2327
AND
COMMUNICATIONS WORKERS, OF AMERICA, AFL-CIQ

This Memorandum of Understanding (“MOU™) is.agreed to by and befween the-above-named Cotipanies
TTTTTTTTTT (leren the “Cofiipany™ or “Conipanies,” as conftext requires) and the International Brotherhood of Blectrical
Workers ioca’ls‘ 4320, 2326, and 2327 and Communications Workers of America AFL-CIO (hersinafter the
“Union”) with zespect 10 the t_’o_iiovs*ixig_‘ chianges i the-existing colleciive bargaining dgreeiments. Unless noted
specifically n this MOU, all other provisions of the existing agregments remain in force;
L WAGES

The schedule of wage increases for the tevtn of this Agreement shall be: amended a§ follows:

Eife;:twe Date Percentage Increase Applied to; ' '

Sunday, 8F1L 3% all steps of the basit wige schediles:
- Sunday, 8/5/12 3% all steps-of the Pasic wage schedules
Sunday, 8/4113. 3% all $feps of the basic wage schedules

I COST OFRLIVING ADJUSTMENT  (EXHIBIT G3)
Section 1 of Exhibit G3 shall be amended as follows:

Effective August 7, 2011 and Avgust 5, 2012 and August 4, 2013, adjustments will be made in basic: weekly rates’in
each wage schedule in accordance with the: following;

@y theamiount of the August 7, 2011 adjustment shall be: (i) one-half of the increase dbove four
percent (4. 0%) in the "CPI-W" (1982-84 = 100) for May 2011 vvet May 2009, applied to
{iiy the scheduled rates in effect in eachiwage schedule on Angust 8; 2018, (iil) rounded to
the nearest 50 cents:

()  the amount of llie August 5, 2012 adjustment shall be: (i) one-half of the increase above two
percent (2 0%) i the "CPI-W" (1982-84 == 100} for May 2012 over May. 2011, applied to
(iiy the sehcduled Tales in 6ffect in each wage schedulé on Augist 7, 2011, (i) roumded to
“the nearest 50 cents.
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the:amount of the August 4, 2013 adjustment shall ber: (i) one-hall of the increase above tivo

percent (2.0%) inthe "CPL-W" (1982-84 = 109} for WAy 2013 over May 3012, applied to

{ii) the scheduled fates in effect in cach wage' schedule on, August 5, 2012, (ifi) rounded fo

the negrest 50 cents.

1 CORPORATE PROFIT SHARING.(CPS) PLAN

The Corporate Profit Shirifig Plan provision shall be deleted'in its entirety and replaced with the following:

Seetion L,

Bection 2,

Section 3,

Section 4.

CHARLOTTE23372v1

Plain Piirpose: The Corposdte Profit Sharing Plan (*CPS”yis:designed to.encourage and
reward enployees for their contributios 6 Company profits.

Plan Years. The CPS will provide awards for resilfsin c?leﬂdar‘yeajrs.ﬁﬁlb, 2011,
2012, and 2013 willvawards payable in 2011, 2012, 2013, and 2014. H'earned, CPS Plan

Distribations will be thade forthe fill calendar: yedr 2010 ‘.p:ayaﬁlé ‘i 2011, despite the

dateafter Janvary 1, 2010,
Eliglbility.

{a) Eligible Employees, Full-time.and part-time regular and temporaty
employees who argon the. payrell forat least 90 days during an applicable Plan
yearwill be-cligible to réceive a CPS Distributioni to the extent earnéd dnd
payable. 'Eniployess who tesign or are discharged fof canse prior to December
31 of the Plan.year forfeit their eligibility to réceive 4 CPS Distribution.

(b)  Proationfor Pariial Years. Foran employee who is employed more
than 90:days, but Tess than 12 months, of the Plan year, ihe employee’s CPS
Distribution - will be proratéd by twelfihs 1o mrrespond 1o.tbe munber of monils
of participation disiig the Plan Year, For phrposes of proration, a month; will be
taken into account if the émployee isactively participating on the’ .ﬁrst day of the
calendar month.

{c) Proration for Part-Time Employees. CPS Dismbufmn for-each eligible
part-lime emp!oyea will be prorated as a percent of the normal workweek for a
full-tinie enployee in the same title,

Time Worked and Leaves of Absence. The following will counit as tinie on the paytoll
for CPS Distributions!

® .Absence aftributable 10 approved sickness or accident disability upto accrued
FMLA leave.

(b Departmental leave (up-fo 30 days).

© Tishe that an employee is eligible to receive pay. for Military Leave.

(@)  Upto30 days for Anticipated:Disability Leave and Child Care leave combined.

2
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‘Section 5;

Section 6,

@

Jogh

() ‘Up1e.30 days for any uther approved ledve.
Aui'erployee shall'not loge eligibility it ont Be@ember 31 of theapplicable Plan Year, the

employee-is absent for-one of the reasons stated in'(a) through (e} above.

Separations. An employee who is otlicrwise eligitile for-a CPS Distribution will not lose
eligibility duie to.the following separdtions (so long as the einployee has a period of at
feast 90 Hays of active participation.during the Plan Yeat):

()  Retirgment

o) Separation due to force surplus.

(cy - 'Tiansfer(ora qmtfmrc with 2 break not excéeding 30 daysy to dnother
Cotnpany ! that pasticipates in this Plan'or 10 an affiliated company witha
gollectively barpained corporate profit sharing planct thiat is substantiatly siiilar
to this Plan; and the employee is o the payroll of such company ‘on December
31 of the same year .

). Dedth of theemployee.

{&) Promotion to managerient, and. the einployee is of the payroll of the
¢conipany in which he.or she is: employed asa manager oft Deceinbier 31 of the
sANIE year

An employes who is separated ffom the:active paym!l for the abovereasons will
recéivea CPS distribution that shall'be prorated as describéd in Section 3.

:CP,S Distribution Caleulations.

Standard Award. The CPS Distribition shall be ag follows;

CEO STI MBASLJRES' CEO STT }?ERFORMANCE '

PERFORMANCE | PERCENTAGE

®)

CHARLOTTE:Z3572vi

MAXIMUM 150% 0%

140% 34%
130% 28%
120% 2.2%
110% 1.6%

PLAN
THRESHOLD
BELOW THRESHOLD

100%
0%
0%

}6%
0.5%:
_ 0.0%

Performance Percetitage: The actual Crs D:stnbuuon per ehgﬁﬂe employee
will be calculated by multiplying the eligible empioyee s.aniwal earnings by a
"Performance Percentage” for the Plan Year. The "Performange Percentage”
shall b based on the CEQ STI Performarice percentage thatis applicableto the
short-terim annval cash incéntive award (the "STI" award) paya’ble for that
peiformante: year to the Chief Executive Officer(s).of FairPoint

‘Cotnmunications: (lhc "CEG"). Awards will be interpolated on the suale above.

For example, if the CEO STI Performance is équal 1o 105%; the perfonnance
woulld by Yo the spread between. 100% and £10%. Applying ¥4 to the
corresponding spread between 1% and 1.6%in Performance Percentage would

result By a payountof 1.3%.
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Section 7.

Section 8.

Section 9

Section 10,
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Bxceplions, No exceptions will apply, except.in ﬂzc circurnstance wWhere the
Boatd of Directors approves payment uiider the management plan to:all
maliagement plan partigipants at a level that otherwise was not earnied. In such
clroumstatves; e!lglble employees under the Union CPS plan will bétreated

smularly

Information Requests, The Company agrees to provide 16 the Union iiporrequest
publicly disclosed information about the ST1 compensation. of itie CEO: The Company
will also provide to the Union a summary of ihe total CPS distribiition payments which
eligible employess received under the plan. This information will be provided as soon a8
practical following the end of the Plan Year,

Payment of CPS Distributions, CPS Distributions; when eamed, will be paid by
separate payfoll remitiance (EET or clieck) not later than March 15th of the year
unmachately following the Plan Year, For eligible employees ivho are nio longer

emiployed at tiie time of payment, the: Company will be deemed 1o have satisfied iis
obligation to pay:the CPS award if it-sends payment fo the eligible vecipient’s Tasf known
address. Each such payment shall be-subject to the apphcable federal withholding rate-
for non-recurring payments {currently, a28% flat rate), and otler apphcable payroll
axes,

Benefit-Bearing Treatiment of CPS Distribution;
Wien paid, a.CPS distribution will be:treated as eligible benefit-bearing: pay solely for
the following purposes;

{a) Theé CPS distibistion will be faken irito dccouit for purposes of the supplemental
monlily Persion calenldtion under the qualified plan,

&) The CPS-distribution shall be treated as eligible benefit-bearing pay which may

be contributed to the gualified Sawngs and Security Plan acgording to the same
gontribution. percentage if any) as-ds in effect forxegulat wapes at the tine the CPS
distribution is paid {and the ‘same terms dnd conditions for pre-tax or after-fax treatment,
and for qualifying ] for applicable Comipany matching contribulians).

(c) To the exient that an employee is eligible for thie one-times-pay death benefit
under the quahi” Ted penston plan (subject to apphcable caps onsuch death. benéfit), the
Iast CPS distribution paidto an employec prior to an.employee's death shall be taken into
account (fo the-extent it does not cause the death benefit to excéed ihe applicable <ap).

() The last CPS distribution paid 10°an émployee prior fo an employee's death shiall
tie taken‘into account under the terms of the group teérm Jife insurance plan for achvc
employees:

e  TheCPS di'shibulion may be taken into-account forunion dues to the extent
deterniined appropriate by the union representing the employee.

CP3 distributions will not be inclided in calculations forany other purposes.

Gricvances and Arbitration. The employee's employing company shall have the
discretion to administer {his Plan according to its terms. The employmg company's
mtarpretauons and determinations ander this Plan shall be final and binding. The
emp!oyee s 1nion represenigtive.may present giievances xelating o matters covered by
the Plan b néither the Plan nor its administration shall be sub;act 1o acbitration, except
tifat the linited issie of #n employee’s eligibility to pamcrpare in a specific distribution

under the Plan shall be arbiirable, Any “make-whole” arbitration award. {Which reinstates

an employed wﬂh full back pay) shall inchide any apphcab]ﬂ €PS distribution for the
Plan Year i which the. employee had been separated from employment if the employce.

4




was othierwise efigible and did not otherwise receive a distiibution for the applicable Plan
Year,

IV.  40L(K)PLAN
1, The FairPoint Communications Northern Néw England Savings and Security Plan for Associates (the
#4010k Blan"y will b amended to'provide for Company indtching contribution.in Company:stock with
n6 restrictions instéad of cashi; a8 soon as practicable.
2. Pariicipants in the 401 (k) will be allowed to save the maximum amoimt allowed iy the plan under IRS
and DOL rules, 88 interpreted and applied by the Cothipany Benefiis Commitiee,

V., JOINT COMMITTEE FOR OPERATIONAL SAVINGS

I The pasties mutually agree to plirsueiall ideas to reduce cost, improve revenue, and ingrease
productivity, with a goal of achieving $25 millionin annual ongoing savings as provided in #4 below.

2 All ideas and agreements -w‘iu ﬁlx?‘ costed and-projected savings {including et cost redictions, revenue
iniprovements and/or productivity increases) will be:determinied by Compaily ¢ost accounitants or soing

other mutually agreed upon methodoldgy subjéct to the appioval of the Joint Leadership Comnittee.

3 A Joint Leadership Committee will be established to-oversee the development of idéas and. ‘
implemenitation plans for achieving the savings-objectives, and also track the implemicmation of the
ideas and subsequent agreements to enisure the implénicatation and follovwthrongh within the.
Himeframes outlined beloiy,.

a.  The Joint Teadership Conimittee of Union and Company leaders will meet within 30 days of this
Agreement to-organize; chaiter, monitor; approve recorumendations, and resolve. disputes.

b During{he 60 days subsequent to. the initial Joint Leadership Coinmifiee theeting, the Joint
Leadership Committeé members will participate in irdiniiig sessions designed and condicted by
thé independent third party referted 0 in sectioni 3., below. - As appropriate, members of the
joint labor-ranagement task forces referred to in section 5, below, will also participate in
triining sessiofs during this initial 60 day period: ' B

¢. 'TheJoint Leadership”Commiltee will meetat Iéast'1 day per month to.carry out its duties.

d: Al Joint Leadership Cotninittee meetings will be thoroughly docusignied and the minutes and
#lip chart fecords will be recorded-and preserved. Suminary minutesof the proceedings of the
Joint Leadership Committes, upon-approval by thie Joint Leadership Committee, will be
disseminated across FairPointand its unions.

é  If Jonit Lieadership Committee approved initialives requite changes int the:collective bargdining
agreemerits in order fo implement improvements, the Joint Leadership Committee will '
recommend relevant changes 1o the respective bargaining commitiees foi the Unionis and the
Compatly; who will then agres on final Ianguagé and approve the changes throngh Letters of
Aprgeiiient if-a timely Bianner. . . .

. Joint Leadexship Comnittee will be trained, facilitated and advised by an independent third party
approved by both parties.

4, 'The parties will identify savings and develop impleingntation plans to achitéve the anipal ofigaing
savings within the following timéframes:

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

b.  Anadditional $5,000,000 within 120 days of the completed training of the Joint Leadership
Cominitiee. ' ‘
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¢ An additional $5,000,000 within 180 days of the completed training of the Joint Leadership
Conumniifee.

d.  Anatditional $5,000,000 within 365 days of the complefed training of the Joint Leadership.
Conunifize.
¢ An additional $5,000,000 within 2 yeat dnid-a higlf of the completed trainisig of the Joint
Leadership Commttee

il Fallure to.meef target time frames will be-addressed by the Joint Leadership Committee for
purposes.of dealm,g with ihe.cavses of the failore. If the Joint Leadership Corunittee cannot
solve the:causes of the delays, then e third party facilitator will conduct an assessinént of the
canses and providé the Joint Leadiership Commiittee-with the assesstient and aset of
recomméndations about how hést to tesolve the differénces and to iheet the targets set forth in
this agreement,

g Cost reduction and revenue enhancement initiatives identified by the: Company and
disclosed at the first meeting of the Joint Leadership Comemittee will fiof be considered.
in cdloulaling the achicvement of thie-largets set forth in paragraphs 1 and 4 of tus
Artigle V...

5. Thewoik of devéloping: ‘ideas for improving operating performance and reducing costs to achieve the.
target savings will be done by joint labor management task forces comprised of-union répreseitatives,
empleye&s and rélevant-to-the-task-at-hand management from'a crogs-section of functions'and levels:
in the orpanizition,

a.  Thenumber of joint task forces will be determined by the Joint Leadership Comttee based on
{he range of subjects, processes, and-areas targeted for improvement and savings. The
organizationand. scheduimg of the task:forces will be subject to meeting the needs of the
business and reguires the smuitual agreement of the patties.

B Memmbership for each task foxce will consist of 6 to 10 mémbers, includiiig igbor and
Mapageiment:

¢;  Atleast:50 percent of the members of each task force will be labor representatives of bargaining
unit members.

d. Membersof the task forces will be selected by the: rc;spectxve parties in consnltation with each
otherand the independent, third parly. facilitator, hot'the wiions will sélect the meinbers ffom
labior ancl fanagenient will select its.members. At least one labpr member on each task foree
will be a union official,

¢  ‘The JointLeadership Committee will charter each task force with:

1. ‘Scopeofwork;

2. Performance objective;
3. Timgtable;

4, Parameters

£ Taskforce ‘members will be-paid according fo normal contracival ferms and scheduled
accordmgiy,

£ Allressonable ideas will be thoroughly analyzed and-explored.

b Alltask forcé meetings and the analyses of éach of the task forees will be thoroughly
documenwd and the mintites, data, fhp chart records will be récorded and presewed Each task
force will be provxdcd witha resource to-document the proceedings. Smnmary rhinutes of the
proceedings of eact task force upon appmva] by the Joint Leadership Committee will be
disséminated across. FairPoint and its unions.

i.  Bachtask force will develop recommendations aid propose implementation plans which will be
sibmitted fo the Joint Leadership Team for approval within the timeframes outlined within this

agreement
j- Eachtask force-wiil ba facilitated and advised by an independent, thitd party mutually agreed,
upon. by both parties.
6. The joint operaimg performiance savings process will tontintie operating for the life of the existing

Collective Bargdiniig Agreéments; even after ekceeding the targets set in this Agreemiént with the
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1<y,

objectives of furtlier :imprdﬁng:ope?aiihg‘pé{fehnaj1:;:_e, imiproving the competitiveness of the
Compiny, and creatinga collaboralive, high engagement culfire within the Company..

VL DIURATION

Subject fo the changés feflected in Hils MOU, the patties' Colleciive Bargatiting Agreements, fiichuding all
MOUE, MOASs and Letters of Agréement attached to or rélated to such ajgeements, executed by and
betweeir the Undons and the Company (or its predecessors) (collectively, the“Collective Bargaining
Agteement”) shall remain in-fuill force and effect, until 11:59 p.m.on August 2,2014, and any action
required to be performed each year pursuant to the Collective Batgaining Agreenent shall be performed

until 11:59 p.m. on August 2, 2014

VI CONDITIONS

Upot the Effective Date, the:Company unconditionafly watves any right to seck relief in any form pursuant
to Section 1115 of the Bankrupicy Code and acknowledges that this:agreement provides those fiecsssary
miodifications in emiployee benefifs and protections that ate neceSsary to permit reorganization of the the
Company, The Company will actively ofipose any motion filed by any other party Secking relief iany

i~

foitn pursuant to S¢etion 1113 ‘

2. Followitg membership ratification, this MOU will be subraitted for reviess and approval to.the Bankruptcy
Court for the Sonthera District of New York (the *Bankriptey Court”) in which the:Company’s Chiapter 11
case (09-16335) is curresitly pending. This MOU will becoine effective, fivial and binding upon the
Compiny atid the Unions, upon the date that the Order granting such Bankruptcy Couirt approval becomes:
final (the “Effective Date™). Otics it becomes effective, this MOU will continye in full force and cffect
sitbject to'the duration clause of the Agrécments as modified by Article VI of this MOU. If this MoU
does not become effective and binding in ccordance with this pargraph, then this MOU will be null and
void and néitherthis MOU, wor any discussions conicerning this MOU will be cited or referted (o inany
judicial, bankwuptcy, adiministrative or arbitration proceeding. :

3, _Any Plan of Reorganization proposed or suppotted by the Cotnpariy: shall provide for assumption
by the Comipany of this MOU, The Unions shalt support exclusively the Company’s efforts to
‘confirm  plan. of veorganization withall vested parties, including the Public Utility Commissions. -
in:Maine, New Hawpshirg; and Vermont, so Jong as the lefms thereof are not-incongistent:with:
this MOU or'the Collective Batgaining Agreements, as herein revised.

4, ‘Fhe parties hereto each reserve alf rights wiik respect to the proper jurisdiction(s) to resolve
disputes, if any, arising under or related 1o this MOU. '

5. Upéi thie Effective Daté, the Company and the Uition immediately release each other from any and all
&laims, as that ternt s defined i Section 101(5) of thie Banktiiptcy Code, arising prior to the Efftctive Date,
snd shall take all necessary steps fo-withdiaty, discontinug; or disiiiss or canse the withdrawal,
discontiniance or dismissal of any civil charges, cornplaints, suits of proceedings niow pending at any
stage, in state or federal court, or any adutinistrative or regulaloty body, State:or Federal, which have arisen
pior 1o the Effective Date. - Nothing iit this paragraph 5 shall be deemed to waive.any grievanges and/or '
atbitrations filed prior-to-ihié signing of this MOU which ar¢ pending pursnant fo the sxistitip Collective
Bargaining Agieenient '

VIIL  PENSION LUMP SUM CASHOUT.

The provisions for tump. sumi payout of the pension plan shall be amended as follows:

. Awassociate who separtes from service during fhe periods November 1, 2004 10 August: 2, 2008,
anid January 1, 2009 to Decermber 31, 2011, and Januaiy 1, 2013 to- August 2, 2014, and only during those
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periods, with eilglblhty for a vested pension pr a séivice pénsion,. shadl be: eligibleto receive lus orher
vested or sérvice pension wnder the Pension Plan as 4 total lump-soin’ cashont. Theterms:of the cashout
‘programis during the “periods November 1, 2004 to-August 2, 2008, and January 1, 2009 to December 31,
2011, and Jamsary 1,2013 to August 2, 2014 shall be the same as the terms of the cashout prograim set foﬁl;
in the'2000 MOU, except that

(@) "The ¢cashout programs shall provide for payment of a lump-mm cashioiit.on g
conimencement date elected by the associate that oceurs on of afier the date-the associate's wrilten recjuest
is teceived by the Pension Plan administraior and that is cither:

i, the:day. foﬂowmg fhe associate's separation from service; or
il. the first day of any month following separation frosi service:

) The calcidation of a lirap-soin castiont for an sligible associate who separates from
service on.or before Avigust 2,:2014, shall be based on. the largest of the amouats. determined by the-factors
set forth in the Pension Plan on Apnl 1, 2008, for the cashout trials in the. 2000.MOU, in addition 16 any
iegallynmandated inferest rate.and mortahty table set forth in seeiion 417(e) of The Tiferisl Revenie Code:

) If the 30-year Treasury Bond rate cedses to be published before August 2, W0idthe
parties will establish a joint commities which will review the historic relat:onshlp ‘between {tie interest rates
on30-year Treasary Bondsand {he interest tates-on AAA Corporale Bonds and will- agree on a factor
which when applied to historic AAA Corporate Bond rates produces an intetest rate equal o the historic
30-year Treasury Bond raté. This rate will be inade available as anotlier caltilation stasdard for himp-simn
cashouts wider thie Peiision Plan following the last phblication; date for thie 302yeat Tréasury Bond rate, For
this purpose, *historic™ rates shall be. equal to the average rates over’ the B-yea: period that ends six momhs
bisfore thie kist date oiv which the Y18 Treasury Departinent publishes the: 30-year Treasury ‘Rond rate.
(Exmnple If Historic 30-year Treasury Bond rates equal 6% and historic AAA Corporate Bond rates-equal
8%, then the factor yould be 75%. ‘The new standard for calculating a lumgrsuin would be 0.75 times the
AAN Corporats Bonid rate in' effect on the limp:sifn commencement date.)

() An associate who: separates £ From service on or after October. 1, 2003; and on or before
Novewiber 30, 2003, and who elects to receive: his vested of service pension as atotal lump~sum cashout
shall receive a lomyp sun equal to the greater of (1) the lump-sum. cashout defermined baged ot the PRGC of
GATT basis (whichever is more favorable) applicdto détermine lump suins: patd uider the Pension Plan to
associates sepirating fomi service during the third quarter of 2003 of (if) the Tiinp-5uim cashout detenmined
under the' terms of the Pension Plan ineffect on the associate's commencenient date,.

(¢} Intheevent of asurplus declaration during a period when the: Linp s cashiont.
is suspended, the suspeiision will be lifted for 4 60-day period.

2. If an dssociate dies during employment o or after January'1, 2012, and o.or bifore
December 31, 2012, and after becoming vested wrider the Pension Plan, the assocrate s beneﬁcmry for
fhi¢. pre-retirernent deaih benefit under the Pension Plan shall be cligible to receive payment:of the death
beriefit as 4 fotat lump-sum cashout.. In addition, the pre-refirement death benefit paid to such beneficiary
shall eqnal. the. Iarger of (a) the Jump-snini cashout that would héive been paid to the-associate if he orshé
had separated from service on ihig date-of death and clected to receive payment on the beneﬁman s
commencement date (or, if the bencﬁc:axy is a spouse who elecis an annuity, the actuatial eqmvalent of that
Tumip sum in the form of a single Jife annuity), or (b) the pre-retirement death benefit otherwise payable fo
stich beneficiary under the Pension Plan:

3 If an assaciate separates from service diiring eiriploypmeritov or after Januory 1, 2012,
and-eror before Decenther 31, 2012 and after becammg vested ynder the Pension Plan, due 1o his or her
exhaustion of 52 weeks of sickness dzsahxhty benefits and is eligible for avested penision ora setyice.
pensmn utider the Pension Plan, the associate shall be eligibleto receive-his or her vested pension or
setvice pension (bt notd dlsabihty pension) a8 a total lump-sum cashout,
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1. For a cashont-cligibke secine whi has sepirgisd from worvive elure death:

2y I desutls s w it the aasociate s it efieets valid viection {with ~potisit] coenty to
Teweive o Hunposamm cashour frons the Peasion Plan wird B fure the commisement skate sprecitived B sach
cleckion, the ssockies Peneliviry for the presretiveownt desth tenetit under the Pension Plan shall receive
s aleuth heaefit equid s the lrger ol G Hie lumpsun cashout that would have beer paid o the associate if
f or ~he B Ay ives | uali! te clected commencement e, of G the preretiomest desth beactit
wiherwise pag able to such Beneticiary under the Pension Pian.

th [ death ocvtes £4) hetbre e waseciate makes a vabid election 1o commence payiient of
Bis or her veated or serviee pension (i any fng ender the Peusion Phn or i while the assovime bas in
vHeet st salid election n receive paymett of s or her vested or servive pension s foen of paymeat other i
than 3 luny-stm cashout agy before e commaeneement dante specified in such election, the assoviae s !
penetichry for the pro-vetiremoent death heactit umler the Pension Plaa shadl receive adeath benetit egual do
the larger of 111 e Teaip- cishout dhat woghd have been paid o the wssockate i he o he had elected lo
geccive parysment on thie beres ey 'y vopimenveet e (o, i the benefictary B & pouse who elects an
antitily, e stetuarind equiivalent ol et lump swn 13 the form of g singhe 1t anouity L oor (1 the pre-
cetirensent deaih unefit otherwive payable 10 such boneficiiry under the Pension P,
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ethelw:se payable t6 such beneﬁciary wadei “tlie Penszon Pian

by If death oceurs:(i) before the associate-makes & vaixd glection to commience paymentof
his ot het vested ‘or setvice peus;on (inany form) tmder thie Pension Plan o1 (11) whi!e ﬁze assoczate has m
effect a valid election 10 receive payment of hig or her vested of §éi
than'a lump~sum cashout.and before the commencement date specﬁ“ ed in su
beneficiary for the pre-retirement death benefit urider the. Pensmn Plan shall recei ] :
the larger of (1) the Tump-sunt cashout: that: would have been paid ‘to the ate lf he orghie had elccted t6.
receive payment on'the beneficiary's commencement date (or; if the. beneficiary is @ spouse who elects it
annuity, the actuarial equivalent of that lump sum in the form of asingle lite. annuity), or (1) the pre-
‘retirement death benefit otherwise payable to such beneficiary: unée; the Pension Plan,

Tentatively Agréed to this 15t day of Febiuaty, 2010,

FOR THEIBEW

Pete- McLairghlin

Chiaifpeisot,

Systei Couneit T-9

Busingss Manager— Local 2327

Glenn Brackett FOR THE CWA
Business Manager - Local 2320.

_ . DavidPalmer
Mike Spillane- CWA International Representative
Business Manager-Local 2326

Dén Tremiéntozzi
President — CWA Local 1400
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Term Sheet Regarding Reorganized FairPoint Warrants

to be issued

Under the Plan of Reorganization

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

Initial Holders Holders of all unsecured claims.

Warrants The Warrants will entitle the holders thereof to acquire up to seven

million one hundred sixty four thousand eight hundred four
(7,164,804) shares of New Common Stock, subject to dilution by
the Long Term Incentive Plan and subsequent issuances of capital
stock,

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

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 on 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
the right to receive the kind and amount of consideration to which
such holder would have been entitled as a result of such
Reorganization Event had the Warrant been exercised immediately
prior thereto.

A “Reorganization Event” shall mean any transaction (or series of
transactions) in which Reorganized FairPoint enters into a
transaction in exchange for their Warrants constituting (i) a
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consolidation or merger in which its New Common Stock is
exchanged for securities of another entity, (ii) a reclassification of
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 of the Bankruptcy
Code. :
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Execution Version for all Regulatory Parties, including the OPA and FairPoint

Post Filing Regulatory Settlement - Maine

This Reguiatory Settlement (the “Regulatory Settlement”) represents the understandings reached among
the representative of the Maine Public Utilities Commission (the "Comimission”) as the representative is
described in the order of the United States Bankruptcy Court, Southern District of Mew York (the ”
Bankruptcy Court”) entered on January 20, 2010 {the “Order”} and subject to the terms of such Lrder (the
"Representative”), the Maine Office of the Public Advocate (the "OPA”) (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’), 1
together with the Regulatory Parties (the “Parties”} in connection with the mediation ordered by the i
Bankruptey Court, and which shall also apply in any change of control proceeding related to FairPoint's ;
emergence from Chapter 11. This Regulatory Settiement is subject to and gualified by the Order.
Without fimiting the effect of that Order, the Representative only has authority to recommend matiers for
approval by the Commission, after nofice and a hearing before the Commission in accordance with Maine
taw. Whenever this Regulatory Settlement states or indicates that the Representative agregs with and/or
will recommend a particular proposal, or words to that effect or of similar-import, such terms will not imply
any greater authority in the Representative and all such ferms shali mean only that the Representative
will recommend a term or condition for approval and no such agreement and/or recommendation shall
bind (a) the Comrnission or (b) the advisory staff of the Commission. '

1. Process Issues:

1.4.  The Regulatory Parties will request that the Commission approve the terms set forth in this
Regulatory Seftlement 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, inciuding, without fimitation, any change of
control proceeding. FairPoint acknowledges that a change of control proceeding will be filed
with the Commission in conjunction with the application to approve this Regulatory
Setilement. 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 fo 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 Reguatory Parties shall recommend that all regulatory approvals that will be requested
of the Commission in connection with the Plan will be processed by the Commission
contemporaneously with the Bankruptcy Court's consideration of the Plan and will be granted
by the Commission substantially contemporaneous with (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 Seftlement 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 the right of the Parties under
Section 1.4, the Parties shafl not request that the Bankruptey Court incorporate any
provisions in the confirmation order that alter or medify 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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Settiement approval proceeding be concluded and be ripe for a Commission decision no later
than 90 days from the dale an application seeking approval of such change of control and
Regulatory Settiement is filed, and such procedural schedule shall include the pravision of
notice of the preceedings 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 supporiing evidence,
provided that neither the OPA nor the Representative shali 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 contro! provided for in the Plan, which brief or report shall be included in the record of the
proceedings.

L5 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 Settiement or change of control
withott 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. Iif the request is filed by February 12, 2010 and is not granted by the Commission onor
before February 25, 2010, FairPoint in its sole discretion may terminate this Regulatory
Seitlement.

The Commiission, through its Bankruptcy Counsel's signing of this Reguiatory Settlement,
FairPoint and the Regulatory Parties expressly 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 Bankyuptey Court in which FairPoint
would seek a ruling from the Bankrupicy Court that any such Commission approval or
Commission proceeding is pre-empted by the Bankruptey Code, and that (i) the Regulatory
Parties and/or the Commission participating in any proceeding before the Bankruptey 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 and/or the Commission in any subsequent
proceeding before the Bankruptcy Court or that the Regulatory Parties and/for the
Comrmnission submitted fo the Bankruptcy Court's jurisdiction and that any action by the
Regulatory Parties and/or the Commission is pre-empted by the Bankruptey Code.

1.6. The Regulatory Parties will recommend, if requested by FairPoint, that any matters before the
Compmission 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 Seftlement and the change of control provided
for under the Plan.

lssues 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 all 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 wili recommend that this Regutatory Settiement
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 Seftiement and its accompanying change of control
praceeding.

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 o the
Bankruptcy Court which provides for implementation of the Service Quality Index (*SQI "}
rebates for the 2008-2009 SQI year, effective for bills issued on or after March 1, 2010 overa
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 Bankruptey
Court then, after notice and hearing (the “Injunction Hearing”), subsequently enters an injunction
against implementation of and/for provides for reversal or rescission of the rebates for the 2008~
2008 SQi year, then any rebates actually implemented by FairPoint pursuant to this provision
shall be credited by FairPoint, dollar for dollar, against any subsequent SQl 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 of 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 hecause 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 or defenses. Al appeliate 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 SQU 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 Petition Date are
entitled to be treated as an adminisirative expense.

The Parties agree that in effectuating any required SQI rebates in the form of bill credits to
subscribers, for the 2008-2008 SQI 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 senfence, and subject to the possible offsel(s}
described above, rebates for the 2009-2010 SQl year and any SQI rebates for subsequent
periods shall be implemented in strict accordance with the Merger Order, the AFOR Order' and
all relevant rules and orders of the Commission existing as of the date of this Regulatory
Settlement. The Parties agree however that after the Effective Date, FairPoint may apply to the
Commission for & 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 commitment and
the broadband buildout commitments in Section 2.4 and otherwise referred to herein may be
met by instaflation of DSL or any other broadband technology which provides a minimum upload
speed of 512 kilobits and download speed of 1.5 megabits 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 Comimission approve de-averaging, provided, however, that FairPoint
agrees that (a) de-averaging will commence on January 1, 2011 if FairPoint is not in defauit
under the Regulatory Settiement; and (b} during the two year period after any Commission

! The “AFOR Order” means and refers to the 1995 AFOR Order in Docket No. 1994~123
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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
that if FairPoint changes any of Telecom Group's prices during the term of this provision, there
will be a corresponding change in the cap imposed by this provision. None of the Regulatory
Parties will seek any form of price cap for broadband related services 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 buildout 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. Untit FairPoint achieves all of the requirements of this paragraph,
FairPoint shall file quarterly reports with the Commission regarding its broadband buildout
activities containing the type of information required of Verizon under Section 3 of the Amended
Stipulation of August 8, 2007 in Docket No. 2005-155. FairPoint shall inform the Commission in
writing 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 that (a) the build out andfor services meet or exceed alt
requirements of the 2008 Merger Order as herein modified; (b) the resold services are
purchased through and serviced by FairPoint; and {c} the Commission Staff, on delegated
authority, approves the service provider(s) selected by FairPoint. The Commission Staffs
approval process shall require that, upon written submission by FairPoint 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), (1) 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.

The Representative will recommend that the Commission find that the financial conditions set forth in
the Merger Order have been replaced by the ferms of this Regulatory Settlement, satisfied, or have
been otherwise rendered moot due to the deleveraging achieved through the Chapter 11 process.
The Reguiatory 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 refated documents. The Representative will recommend that such financial covenants
not be considered separate financial covenants enforceable as such by the Commission, provided,
however, that nothing herein shall limit the Commission’s ability to investigate, at any fime, 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 sevied grovided under such agreements or waived by the applicable
fendet,

4. . Miscellaneous Matters

16404735

4.1,

42,

4.3

4.4.

4.5,

4.8.

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, 20106.

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 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 FairPoint's option, shall be avallable to
veluntarily speak or meet with the Regulatory Parties at their reasonable request as appropriate
and fawful.

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
constitiencies and parties-in-interest to the bankruptey proceeding, The business plan and
related proforma financials reflect operations over a four year planning period. The OPA's
obligation to recommend the Regulatory Settlement is subject to the OPA's and the OPA's
advisors’ review of such information and their reasonable determination that such information
supports the assumptions underlying the Regulatory Settiement, which review by the OPA shall
be completed within thirty (45) days of the date hereof.

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 FairPoint'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 Settiement and change in control provided under the
Plan; plus any other direct costs reimbursable by FairPoint under applicable Maine law.

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

EairPoint shall not agree to or accept any term in a proposed setflement with the Staff of the
New Hampshire Public Utilities Commission, the New Hampshire Office of Consumer Advocate,
or the Vermont Departrient of Public Service pertaining to the Plan or, if applicable, to any
related approval for a change in contro! without offering the same term to the Regulatory Parties
andfor in connection with the Regulatory Settlement, a change in control, or the approval of
gither by the Commission. FairPoint only shall be required to offer such term(s} to the
Regulatory Parties in the event that such termy(s) represent a material difference in the benefits
of this Regulatory Settiement, on one hand, and the Regulatory Settlerment effectuated in the
jurisdiction of New Hampshire or Vermont (as the case may be), on the other hand, considering
each such Regulatory Setflement in the aggregate. If FairPoint enters into a voluntary
amendment fo 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.
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4.7.

4.8

Any management bonuses shalf be based on a combination of EBITDAR (EBITDA 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 estabiished, FairPoint shall disclose such service metrics to the OPA
and the Comwmission.

Subject to the terms set forth herein, the signatories agree to support this Regulatory Seftlement
and not fo take any action in any forum or jurisdiction that would contradict or diverge from the
terms set forth in this Regulatory Setilement for so long as this Regulatory Seftlement is in
force, unless the Regulatory Settiement is voided under Section 1.4 hereof or # any Party
withdraws under Section 1.5,

This Regulatory Settlement has been duly executed as of this 9th day of February 2010.
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FAIRPOINT COMMUNICATIONS, INC,
NORTHERN NEW ENGLAND TELEPHONE
OPERATIONS LLC

A Peter G. Nixon
President

By

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
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4.7. Any management bonuses shall be based on a combination of EBITDAR (EBITDA plus
restruciuring 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 individuat and for fke
company in fotal. Once established, FairPeint shall disclose such service melrics to the OPA
and the Commission, '

4.8. Subject to the terms set forth herein, the signatories agree to support this-Regulatory Setflement
and not to'iake any action in any forum or jurisdiction that would contradict or diverge from the
tetms set forth in this Reguiaiory Sefllemeant for 8o long as this Regulafory Setflement s in
force, unless the Regulatory Settlement is voided under Section 1.4 hereof or if any Party
withdraws under Seclion 1.5.

This Regulatory Settlement has been duly executed as of this 8th day of February 2010,

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

Peter G, Nixon. ... |
President ' {

nr M Ulice

Amy Spolke/ Reproddngative of the Maine Public-
C

//
."' s
1

7 / o~ S
obert ¥,

ry‘ on behalf of the Maine Public
Litilities C isslon and only with respect to the
reservation of rights set forth in Section 1.5, as
specified In such Section 1.5
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MAINE OFFICE OF THE PUBLIC ADVOCATE
By,

A

Name:. fIGHARD SHhAVIES -

Title:_ B MRLIG ADVHLATE
TEB 19,3.0V0
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Post Filing Regulatory Setilement - New Hampshire

1. Process Issues

L1

1.2

13.

The Staff Advocates of the New Hampshire Public Utilities Commission designated pursuant
to RSA 363:32 {the “Staff Advocates”} and FairPoint Communications, Inc. (together with its
subsidiary Northern New England Telephone Operations LLC d/b/a FairPoint Communications
- NNE, “EairPoint”) {collectively, 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 (ii) a Bankruptcy Court approved settiement which is approved in
connection with the Plan and which is incorporated into the order confirming such Plan {{i} or
(ii) being referred to as the “Plan”), which will be filed by February 8, 2010, or such later date
as may be necessary in FairPoint's good faith judgment, with the United States Bankruptcy
Court, Southern District of New York {the “Bankruptcy Court”). The Parties agree further that
the obligations set forth in this Regulatory Settlement shall be the only obligations sought by
the Parties with respect to one another with respect to any change of control proceeding or
with respect to the Plan, and that such obligations shall be binding on the Parties only once
the terms of this Regulatory Settlement are approved by the Commission and upoen the
Effective Date of the Plan. ‘

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 Advacates. Such approvals shall incorporate the terms of this Regulatory
Settlement and will not include additional substantive new conditions. The requested
approval will include, if applicable, approval for the change of control contemplated by the
Plan, which change in control will occur upon the Effective Date of the Plan. In the event any
material supplement or amendment to the Plan (an “amendment”) is filed with the
Bankruptcy Court, then such Amendment shall be filed within one (3) business day thereaftet
electronically with the Commission with the necessary paper copies to be filed with the
Commission within two (2) business days thereaiter.

in furtherance of Commission approval of this Regulatory Settlement and any change in
control, the Staff Advocates will file, within three (3) days of EairPoint’s filing with the
Commission of a complete application, a proposed procedural schedule for Commission
consideration of this Regulatory Settlement and (if applicable} the request for approval of
change of control. This procedural schedule shalt propose that any transfer of contro}
proceeding be concluded and be ripe for a Commission decision no later than 30 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



procedural schedule to FairPoint in advance of filing and shall constilt with FairPoint with
respect to the final proposed procedural schedule. ’

1.4. Uniess otherwise agreed to by the Parties, the terms of this Regulatory Settlement may be
voided if the Commission has not issued a final order approving this Regulatory Settlement
and, if applicable, the change of control within 120 calendar days from the date a complete
application to change control is filed. The Parties shall use 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
Compmission 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 Bankruptey 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 (i} 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,
including that the Staff Advocates and/or the Commission submitted to the Bankruptcy
Court’s jurisdiction and/or that any action by the staff Advocates and/or the Commission is
pre-empted by the 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 (i) a Party exercises its
right to withdraw from the Regulatory Settiement or change in control proceedings in
accordance with Paragraph 1.5 prior to Commission approval, ot {ii) the Effective Date of the
Plan.

2. issues Related to New Hampshire Merger Conditions. FairPaint will meet the broadband build out
requirements, the capital investment requirements, and the SQ service quality program
requirements of the 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, 5QI Penaliéd’for the 2669 year will be deferred until December 31, 2010. For the avoidance
of doubt, the Parties agree that FairPoint has accrued $6,000,000 in 5QI Plan penalties for



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 SQi 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 SQJ Plan penalties will be reduced by 20 percent for each
performance area specified in Attachment 1 for which FairPoint achieves the service objective
averaged over 12 calendar months ending on December 31, 2010.

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

2.3. The FairPoint Quality of Service Commitment in Exhibit 3 attached to the 2008 Settlement
Agrer;ament1 will be amended as follows: (a) reference to DSL will be removed from Section
3.2; and {b) Section 4 will be clarified so that the New Hampshire penalty structure will be
caleulated as it is in Maine, using the percentage “not met” formulation. For purposes of
clarity, identical service quality performance in New Hampshire and Maine will accrue
equivalent penalties for each corresponding period. Notwithstanding anything in this Section
3.3 to the contrary, the Parties 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 of the five (5) year basic exchange retall 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 refating to stand-alone DSL services will terminate on
April 1, 2011, but FairPoint will continue to provide stand-alone DSL service and FalrPoint will
continue to adhere to Verizon' s "for life" service offerings made as of March 31, 2008.

25.1. 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.

252 EairPoint will adhere to the broadband coverage percentages and the minimum capital
commitment {$285.4 miflion) resulting from the 2008 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 S65M
(“OEC”) by (1) amounts of up to $10.5 million to the extent such amounts exceed $56.4
miltion to achieve 95% broadband availability and are actually expended; and (2) $4.5 milfion
of capital expenditures already expended in excess of amounts estimated to develop the next

! gee Settlement Agreement filed with the Cormmission January 23, 2008 (the “2008 Settiement Agreement”],
incorporated by reference and approved by Order Approving Settlement Agreement With Conditions, Crder No.
24,823, dated February 25, 2008, as subsequently amended (the “2008 Order”).



2.54,

255

2.6

2.7

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.

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

FairPoint shall have from April 1, 2010 to March 31, 2015 to meet the remaining balance of
the OEC {e.g. $40 million if the fuft $10.5 million referred to in Paragraph 2.5.3 is spent),
which shali 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 [aunch of
new products and services. All capital expenditures associated with such network enhancing
activities shall count toward the remaining balance of the OEC set forth in the provisions of
section 2 hereof. In addition, for those network enhancing activities set forth in Attachment
2 to this Regulatory Settlement involving Video or IPTV deployment, FairPoint may count
toward the rernaining balance of the OEC all capital expenditures incurred plus operating
costs, consistent with FASB Statement No. 51, for customer premise equipment, installation
labor at customer prerises, and IT development solely incurred in connection with a video
product.

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.

if broadband milestone penalties are due and owing in excess of $500,000, the penalties shall
be retained by FairPoint and, subject to the approva! 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 first $500,000 of such penalties
(in the aggregate, and not annually) shall be paid to the New Hampshire Telecommunications
Planning and Development Fund in accordance with paragraph 3.9 of the 2008 Settlement
Agreement and the 2008 Order.

Financial 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.



4.

Miscellaneous Matters

4.1,

4.2.

4.3.

4.4.

4.5.

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

The Plan shall provide for the appointment of a new Board of Directors for reorganized
FairPoint consisting of a supermajority of newly appointed independent directors. The Plan
shall further provide that the new Board of Directors will appoint a “regulatory sub-
committee” {the “Regulatory Sub-Committee”} which shall be charged with monitoring
compliance with the 2008 Order, as modified by this Regulatory Settiement, and ali 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 Staff or the Commission where
appropriate and lawful.

Subject to Bankruptcy Court approval, during and solely in furtherance of the process of
negotiating the terms of this Regulatory Settlement and any proceedings to obtain approval
thereof, and no less frequently than monthly through and ending on the ninety-first (91st)
day after the Effective Date of the Plan, FairPoint shall reimburse the State of New Hampshire
for all of its actual reasonable out-of-pocket expenses and costs in connection with 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 of the Plan and, as part of this Regulatory Settlement, shall be paid in full on
the Effective Date of the Plan. For the purpose of clarity, any request made within the time
<ot forth herein shall be deemed timely notwithstanding that Bankruptcy Court approval may
regquire additional time.

At least one member of the revised FairPoint Board of Directors will reside in a northern New
England state. In addition, FairPoint will maintain a state president who shalt 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..

EairPoint 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 Vermaont 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 Settiement in the
aggregate.



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

4.7,

4.8.

49,

restructuring costs) and service quality metrics goals, and the weighting for each of these
categories shall be computed and clearly stated for the incentive and bonus plans for each
individual and for the company in total. It is the Staff Advocates’ expectation that compliance
with service quality metrics shall be afforded significant consideration in the weighting of
those categories. ‘

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 woutd
breach or violate the terms set forth in this Regulatory Settlement for so long as this
Regulatory Settiement is in force.

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

As of the date hereof, FairPoint represents that it intends for the “New Term Loan
Agreement” and the “New Revolving Facility” {collectively with all related loan documents,
the “New Credit Agreements”) to contain substantially the same material terms and
conditions as contained In the Plan Support Agreement on file with the Bankruptcy Court as
of October 26, 2008, 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 Hts successors or assigns, if any) shall not guarantee or otherwise be liable for, nor shall
any of its assets be mortgaged or pledged (excluding only the membership interests of
Telephone Operating Company of Vermont LLC) to secure, the obligations of FairPoint
thereunder.



This Regulatory Settlement has been duly executed as of this 5th day of February 2010,

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

By f p—————

‘Name: Peter G. Nixon

Title: President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF AUVOCATES

By:

Name: F. Anne Ross, Esq.

Title: General Counsel & Staff Advocate




This Regulatory Settiement has been duly executed as of this 5th day of February 2010.

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

By:

Name: Peter G. Nixon

Title: President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

By:

ﬂb Name: F. Anne Ross, Esq.

Title: General Counsel & Staff Advocate




Attachment 1: Key Service Quality Metrics Measured in 2010
for Purposes of Waiving 2009 SQI Penalties

508 Metric . 2010 Benchmark
% Installation Appointments Met 90%
% Installation Service Orders Met within 30 days 95%
Customer Trouble Reports Rate per 100 lines-Network 1.12
% 00S Troubles Cleared in 24 hours {excluding Sunday) 87%
% Repair Commitments Met 89%




Attachment 2
Authorized Network Enhancing Activities

Expansion of fiber to the premises network
Fiber deployment and expansion of capacity
Softswitch deployment
New products and services for:

Video/IPTV

VolP

Carrier Ethernet Services

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



Memorandum of Understanding between FairPoint and
the New Hampshire Office 6f the Consumer Advocate

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

WHEREAS, on Februaty 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 Settiement that will be filed with the New Hampshire
Public Utilities Conmission (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.

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 Advoeate 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.

This Agreement has-been duly executed as of this ™ day of February 2010.

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

Name: Petér G. Nixon i
Title: President

NEW HAMPSHIRE OFFICE OF THE .
CONSUMER ADVOCATE |

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




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

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

WHEREAS, on February 5, 2010, the Staff Advocates of the New Hampshire Public
Utilities Commission designated pursuant to RSA 363:32 (the “Staff Advocates™) and
FaitPoint entered into 2 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. '

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

This Agreement has been duly executed as of this 5™ day of February 2010.

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

By:
Name: Peter G, Nixon
Tifle: President

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

By: _AAALLT
Name: Meredith A. Hatfield, Esq.
Title: Consumer Advocate
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CONFIDENTIAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

Post Filing Regulatory Settlement - Vermont

1. Process ssues:

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 (i}
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 {ii} being referred to as the “Plan”), which will be filed
by February 8, 2010, or such later date as may be necessary in FairPoint’s good faith judgment,
with the United States Bankruptcy Court, Southern District of New York (the “Bankruptcy
Court”). 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. Al regulatory approvals by the Board that will be requested in connection with the
* Reorganization Plan will be granted, if at all, by the Board contemporaneously with (or in
advance of) the Bankruptcy Court’s Confirmation of the Reorganization Plan or such later date
as may be agreed to by the Parties. Such approvals, if granted, shali 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, FairPeint agrees to file testimony
with the Board as to its service quality remediation efforts. The Parties reserve the right to




1.3,

1.4

1.5

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

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

(n 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 control proceeding be concluded and be ripe for a Board decision no later than 90
days from the date an application seeking approval of such transfer of controf is filed.

.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 untess otherwise agreed to by the Parties, The Parties
shall use reasonably practicable efforts to cooperate in the approval proceeding hefore the
Board, including in the preparation and timely filing of all required documents, exhibits,
testimony and other supporting evidence. In the eventany 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.

. 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)
EairPoint’s commencing of participating in any proceeding before the Board will not be used in
any way as an argument against FairPoint in any subsequent proceeding before the Bankruptey

~ Court in which EalrPoint would seek a ruling from the Bankruptey 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 DPS or the State of Vermont in any subsequent proceeding before the Bankruptcy Court
or that DPS submitted to the Bankruptcy Court’s jurisdiction and that any action by DPS, the
Board or the State of Vermont is pre-empted by the Bankruptcy Code. 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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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 will be implemented through the Plan of Reorganization
and the Board’s change of control order, the Parties will recommend that all pending dockets
related to FairPoint be continued until either (i} a party exercises its right to withdraw from the
Regulatory Settlement or change in control proceeding in accordance with Section 1.5 prior to
Board approval, or (il) the Effective Date of the Plan; provided however that all post-petition
payments due under the PAP shall be brought up to date, and going forward, made on a fimely
basis.

2. Issues Related to Vermont Merger Conditions. FairPoint will meet the broadband build out
requivements, 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 17), with the following modifications as set forth below:

2.1. SQRP penalties for the 2008 and 2009 year wili be deferred until December 31, 2010. If
FairPoint meets the service objectives for each performance area included in Attachment 1,
averaged over 12 calendar months ending on December 31, 2010, then SQRP penalties for the
2008 and 2009 years will be waived, If FairPoint fails to meet the baseline for the performance
areas 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 SQRP performance areas during the 2010 year
and shall pay any SQRP penalties which may become due and payable related to FairPoint's
failure to meet performance areas during 2010.

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

! #3008 Merger Order” means and refers to the February 15, 2008 ORDER RE: MODIFIED PROPOSAL IN Docket
number 7270, "2008 Settfement 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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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 Crder, if any, will not be
enforced prior to June 30, 2011, provided that (2} FairPoint files with the Board, DPS and/or any
ather appropriate reguiatory body: (i) a broadband permitting and construction plan by May 1,
2010; and {ii) all necessary permit applications prior to October 1, 2010; and (b} undertakes all
commercially practicable efforts to implement the plan. The broadband permitting and
construction plan shall at a minimum identify tower sites and set a schedule for permitting and
construction. The broadband permitting and construction plan shall also identify planned
broadband service areas not dependent on tower construction. FairPeint 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 30-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 depioy broadband to any requesting
customer using an extended service interval of 90 days from the date of receipt of an order
from that customer, provided such order is made no sooner than June 30, 2011. Should
FairPoint fail to meet the 90 day extended service interval for any such customer, FairPoint
shall waive one month of service charges for each 30 days {or fraction thereof) beyond the S0
day interval. FairPoint agrees to use commercially reasonable efforts to notify customers in
the affected exchanges not served by the 95% coverage requirement of such service
availability, including providing written notice by June 30, 2011, to those customers. Such
notice shall include information about how to request broadband setvice from FairPoint and
explain the extended service interval. FairPoint shall file with the DPS by June 30, 2011, an
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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 guality. FairPoint may expend these funds in those
exchanges which have been identified for 100% broadband availability and, to the extent
permitted under the FCC rules, invest in network infrastructure which would also support
build-out of the remaining 5% broadband availability. FairPoint will review its request with the
DPS prior to filing it with the Board to seek input and support, which will not unreasonably be
withheld. Twelve months subsequent to Board approval of such a request made pursuant to
this section or June 30, 2011, whichever is later, the extended service interval described in
Section 2.4 above shall no longer be applicable and FairPoint shall provide broadband within a
normal service interval to any customer within the exchanges in which it has committed that it
will 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’
broadhand service offerings in order to fulfill FairPoint’s broadband build out and/or service
requirements as contained within the 2008 Merger Order?, provided that the services meet or
exceed all requirements of the 2008 Merger Order, as modified herein, and the resold services
are purchased through and serviced by FairPoint.

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

* See February 15, 2008 ORDER RE: MODIFIED PROPOSAL IN 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 DPS each recelving 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 DPS without regard to their
revenue-generating potential for FairPoint and shall consist of increases in broadband speeds,
the closure of additional gaps in broadband availability, or some combination thereof.

3. The financial conditions set forth below from the 2008 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 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 “regulatery 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 DPS at a mutually convenient time.




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

4.3, Subject to Bankruptcy Court approval, during and solely in furtherance of the process of
negotiating the terms of this Regulatory Settlement and any proceedings to obtain approval
thereof, and no less frequently than monthly through and ending on the ninety-first (91st) day
after the Effective Date of the Plan, FairPoint shall reimburse the DPS and the Board for all of
its actual 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 DPS and Board’s pre-petition out-of-pocket costs, fees and expenses up to
$144,000.00, shall be deemed allowed under the terms of the Plan, and, as part of this
Regulatory Settlament, shall be paid in full on the Effective Date of the Plan.

4.4. At least one hoard member of the revised FairPoint board wili 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 refated approval for a change in contro! without offering the same term to
the DPS and/or Board in connection with the Regulatory Settlement, a change In control, or i
the approval of either by the Board. FairPoint only shall be required to offer such term(s) to |
the DPS or the Board in the event that such term{s) represent a material difference in the !
benefits of this Regulatory Settlement, on one hand, and the regulatory settlement
effectuated in the jurisdiction of New Hampshire or Maine (as the case may be}, on the other
hand, considering each such Regulatory Settlement in the aggregate.

4.6. Any management bonuses 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 Plan, FairPoint shall not pay
dividends during any period of time 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 of doubt and for example purposesonly, inthe event
FairPoint fails to achieve the material requirements of the SORP metrics of broadband
availability requirements as set forth in'this Regulatory Settlement and FairPoint pays any
penalty related to such failure-when due, FairPoint shall be deerned to be in compliance with
this Regulatory Settlement.

fy Settlemént and the application for a change in
control and not take any actionin ariy case or proceeding involving FairPoint that would bredch
orviolate the terms set forth in this Regulatory Settlement for so long as this Regulatory
Settlement is in force or until the regulatory approvals set forth in Section 1.2 are received.

4.9, Itis'a condition precedent to the Regulatory settlement that the DPS shall receive-and find
acceptable, in its sole but reasonablé discretion, the business plan including financial
informiation; projections and planning assumptions demonstrating Reorganized FairPoint's
ability to meét its obligations uhder this Regulatory Settlement and its feasibility to operate asa
going concern over the long term in a mannér consisteént with Vermont utility regulation. The
DPS must éxercise its tights under this section within:60 days of the date of the final execution.
ofthe Regulatory Settlement.

This Regiilatory Sattlement has been duly executed.as of this 5th day of February 2010.

FAIRPOINT COMMUNICATIONS; INC. & Telephone:
Opérating Company of Vermont LLC

By: 171

Name: Peter G. Nixon.

Title: President

Vermont Department of Public Service
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.:/. '7
By:__¢

Name: David O'Brien

Title: Commissioner
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Attachment 1

Network Trouble Report Rate

% Residence Troubles Not Cleared in 24 Hours

% Business Troubles Not Cleared in 24 Hours

% Calls Not Answered in 20 Seconds, Residence

% Calls Not Answered in 20 Seconds, Business

Repair Centers — Busy Rate

Repair Centers - % Calls Not Answered in 20 Seconds

% Installation Appointments Not Met ~ Company Reasons

Installation Orders Held — Residence & Business — Miss install Rate
10 Installation Orders Held — Residence & Business ~ Average Delay Days
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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

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

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

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

The Projections should be read in conjunction with the assumptions, qualifications and
explanations set forth in the Disclosure Statement and the Plan in their entirety, and the historical
consolidated financial statements (including the notes thereto) and other financial information set
forth in FairPoint Communications® Annual Report on Form 10-X 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
1. Methodology: The Projections incorporate management’s assumptions and

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

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

3. General Market Conditions: The Projections take into account the current market
environment in which FairPoint operates and assume a general improvement in
macroeconomic trends beginning in 2010.



4.

Presentation: The Projections have been prepared by management and have not
been reviewed or audited by an outside accounting firm. 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
FairPoint’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 refail, 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 OCNs, 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 of the overall revenue base following the
acquisition from Verizon. Since Verizon is a regional bell operating company,
the NNE Operations received relatively little USF funding, which did not change
following their acquisition by FairPoint. 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 1s ramping up sales and marketing efforts
to begin adding subscribers. The forecast assumes considerable growth in data



subscribers and flat ARPUs over the forecast period, with a general goal to reach
current “legacy” FairPoint penetration levels by 2013.

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

a. 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-network, the gross margin on
revenues is relatively high. COGS are assumed to increase over the
projection period, primarily as a result of the anticipated launch of new
products that have lower gross margins.

b. Operating Expenses: FairPoint considers all other costs to be operating
expenses. Roughly one half of operating expenses are employee related.
Other major operating expense categories include operating taxes,
contracted services, network and IT operations, marketing expenses, bad
debt expense, building related expense for leases and maintenance, motor
vehicle expense, billing expense and other. The forecast assumes a
considerable drop in operating expense from 2010 to 2011. All integration
and Cutover related costs are 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.

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

- amortization of certain intangible assets generated as a result of the acquisition of
the NNE Operations from Verizon. Depreciation and amortization is forecast
consistent with current accounting policies and expected useful lives.

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

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

Other Non-operating Income/(Expense): Prior to the assumed Effective Date in
2010, other non-operating income/(expense) consists primarily of the



10.

amortization of debt issvance discount associated with the current capital
structure.

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

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

Interest Expense: Interest expense is based upon projected debt levels and
applicable interest rates, as outlined in Section III (“Prepetition Obligations and
Capital Structure”) of the Disclosure Statement.

Income Tax Expense/(Benefit): The Projections reflect the book income tax
impact of the preliminary estimate for the gain on canceliation of debt due to the
reorganization in 2010 and the expectation of minimal pre-tax book income in
2011 and beyond. Due 1o 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.

Projected Consolidated Balance Sheet

1.
2.

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

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.

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.

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.

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.

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

Other Current Liabilities: Accrued liabilities include the current portion of long-
term debt, accrued interest, current interest rate swap agreements and other
accrued liabilities. The current portion of long-term debt, interest rate swap
agreements, accrued interest and a significant portion of other accrued liabilities
are assumed to be reduced significantly or eliminated 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.

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

Other Long-Term Liabilities: Includes accrued pension obligations, employee
benefit obligations, deferred income taxes and other Jong-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.

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.



Investing Cash Flow: Capital expenditures is the only meaningful item included
in investing cash flows. Capital expenditures are comprised primarily of
continued broadband spending, maintenance and improvements on the existing
network infrastructure and information technology investments.

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



FairPoint Communications, Inc.

Projected Consolidated Statement of Dperations (Unaudited) .0

(% in 000s) 2010E

2011E 2012E 2013E
Revenues $1,161,722 $1,210,770 $1,234,061 $1.,234,114
Total Expenses {excluding D8&A) . {859,071} {797,119} {798,929) (797.425)
EBITDA from operations $302,651 $413,651 $436,032 $437,289
°4 margin 26% 34% 35% 35%
Depreciation & Amorstization (342,049) {352,202) (381,727) (370,349)
EBIT {$390,399) $61.449 874,305 566,941
Non-operating income / (expense)
Interest income 896 2,034 3,141 4,268
Dividend Income 800 800 860 800
{Other Non-operating Inc/Exp (3,660) {163} {163) (163}
Gain(Loss) on debt (@) 671,305 - - -
Stock Based Compensation - - - -
Total non-operating income / {expense) 669,041 2,870 3,778 4,365
Interest expense (104,515) {65,208} {67,262) 61,979)
Pre-tax income/{loss) 528,127 (4,477 10,621 5,856
Income tax expensefbenafity 216,051 (471) 4,328 3,042

Memo: |
EBITDAR (b) 346,128

MNote: Projections do not inciude any fresh start accounting adiusiments

413,651

436,032

{a) Represents the preliminary estimated gain on the extinguishment of debt due to ihe reorganization, sublect to revision
(I} EBITDA from operations excluding all cutover related costs and also excludes restructuring fees, severance and other one-time adjusiments

437,289



Frojected Consolidated Statement of Cash Flows (Unaudited)

FairPoint Communications, Inc.

2013E

{§in 000s} . 2010E FOIE 2012
Cash flows from operating activifies
Net incomel(loss) $315,076 ($706) $6,492 $5,814
Depraciation and amortization 342,049 352,202 361,727 370,349
Amortization of debt issuance costs ' 2,753 163 163 163
Gain on interest rate swaps (18,787) - - -
1T Deferred income fax net 209,050 {4,808) {8,488} {28,195)
COD income (652,518} - - -
Decrease [ {Increase) In Accounts receivable 2,548 (4,926) {3,287) 2,555
Increase / {Decrease) in Accounts payable 11,148 9,455 {2,327) (2,147)
increase / (Decrease) in Accured interest payable 71417 - - -
Increase / (Decrease) in Ofther accrued liabilities 6,000 - . -
Increase / (Decrease) in Capgernini payable : {457) (147) {194} -
Increase [ (Decrease) In Penslon + employee benefits 28,433 18,633 24,400 26,300
‘Total Operating cash flow 316,712 369,766 378,508 374,339
Cash flows from investing activities .
Capex RN {199,711} {186,710} (168,711) {150,711}
Total investing cash flow R {199,711) {186,711) {168,711) {% 5'0,711)
Cash flows from financing activities
Cash flow sweep ' (11,175) {82,138) {86,079) (51,282)
Repayments of long-term debt {5,000 (1G,000) {30,000) (100,000)
Repayment of capital lease obligations (1,800) {1,800) {1,800) (1,800)
Total Financing cash flow e {17,975) {73,936} {117,879) (153,082)
Cash and cash eguivalents, beginning of period ’ g 36,125 135,151 244,270 336,189
Change in cash and cash equivalents . 99,026 108,120 91,918 70,546
Cash and cash equivalents, end of period : 135,151 244,270 336,189 406,734



FairPoint Communications, Inc.
Projetted Consolidated Baiance Sheet (Unauditéd) 0700 ek

(% in 000s) 2010E 2611E Z012E 2013E
Assets
Current Assets:
Cash $135,151 $244,270 $336,189 $406,734
Accounts Receivable 182,667 187,593 190,86¢ 188,308
Other Gurrent Assets 148,905 149,905 149,905 145,905
Totat Current Assets ABT 723 581,769 676,954 744,944
Noncurrent Assets:
Net PP&E 1,830,165 1,687,245 1,516,801 1,319,735
Intangibie Assets & Other 837,924 817,089 795,854 774,218
Totat Noncurrent Assels 2,668,089 2,504,334 2,312,655 2,093,853
Total Assets $3,135,812 $3,086,103 %2,989,608 42,838,898

Lizbilifies & Sharehoiders” Equity

Current Liabilifles: : .
Accounts Payable and Acctued Liabliities $83,633 $92,940 $90,420 $88,273

Other Current Liabilities 115,686 136,686 206,686 280,404
Total Gurrent Liabiiities 200,318 229,626 207,405 368,877
Nancurrent Liakilites:
Post-Reorganization Debt 975,588 883,452 697,374 471,091
Other Long-Term Liabilities 599,815 713,640 729,252 727,339
Totat Noncurrent Lizbilities 1,675,403 1,897,002 1,426,626 1,198,430
Total Liabilities $1,875,721 41,826,118 $1,723,731% $1,567.107
Shareholders’ Equity 1,260,091 1,258,385 1,265877 1,275,791

Total Liabilities & Shareholders’ Equity $3,135,812 $3,086,103 $2,989,608 $2,838,898



FairPoint Communications, Inc.
Priv forma capital gtructure ;

Pro Forma

(% in Q00s) Estimated Cap Structure of
€/30/2010 ' Reorganized
Cap Structure Adjustmenis Debtors

Cagh $51,041 (11,041) 40,000
Revalver . 150,805 {150,905} -
Term loan A 496,626 {496,626} -
Term foan B ) 1,342,809 (1,542,900} -
New senior secured credit facility " 1,000,000 1,000,000
Net obligations under Interest Rafe Agreements 98,777 ©8777) -

Total Credit Agreement Secured Debt 2089217 {1,088,217) 1,000,000
Capttalized Lease QObligations 5,968 {150) 5,818

Total Secured Debt 2,086,185 {1,089,367) 1,006,818
Senior noles 98,676 (98,676) -
Exchange notes 475,961 (475,961)

Total Debt 2,670,822 (1,664,004) . 1,006,818
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Liquidation Analysis



Exhibit C
FairPoint Communications, Inc. et al.
Liquidation Analysis / Best Interests Test

Introduction

Pursuant to section 1129(2)(7) of the Bankruptey Code, often called the “best interests test”, holders of
allowed claims must either (a) accept the plan of reorganization, or (b) receive or retain under the plan
property of a value, as of the plan’s assumed effective date, that is not less than the value such non-accepting
holders would teceive or retain if the debtors were to be liquidated under Chapter 7 of the Banktuptcy 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 Plan and Disclosure Statement.

The Debtors believe that holders of Allowed 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 Bankruptey 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 Bankmupicy Code.

Undetdying the Liquidation Analysis are numerous estimates and assumptions regarding liquidation
proceeds that, although developed and considered reasonable by the Debtors’ management and its
advisors, are inherently subject to significant business, economic, regulatory, and competitive
uncertainties and contingencies bevond the control of the Debtors, their nanagement and their
advisors. Accordingly, there can be no assurance that the values reflected in the Liquidation

Analysis would be realized if the Debtors were, in fact, to undergo such a liguidation, and actual
results could materially differ from the results berein. The underlying financial information in the
Liguidation Analysis was not compiled or examined by any indegendént accountants. Na
independent appraisals were conducted in preparing the Fiquidation 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 petiod of six months under the
direction of the Chapter 7 Trustee, during which time all 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
primatily based on severe anticipated time pressure to sell and stabilize the business before critical resources
dissipate along with finite cash available to the Chapter 7 Trustee. These critical resources include, but are
not limited to, continued supply and credit suppott from vendors, retention of key employees, and
maintaining customers. There is the potential that the sale of the business extends to a nine-month or a
twelve-month sale process during which time the business deteriorates to the point where the going concern
value is discounted even further by potential acquirers, which would further reduce recoveries for all
creditors. Therefore, the results of this Liguidation Analysis can be considered optimistic.



The Liquidation Analysis assumes distressed sales on a going-concetn basis for these businesses. Net
proceeds from the sale of these businesses would be available for distribution to creditors of the 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 pusposes of the Liquidation Analysis, Debtor entities have been assigned to two categories, guarantor
entities and non-guatantor entities. Guarantor entities include the borrower under the Prepetition Credit
Agreement and the Debtors that guaranteed those loans (the “guarantor entities”). Non-guarantor entities
include Debtors that pledged no assets or common stock of the endty that was pledged under the Prepetition
Credit Agreement (the “non-guarantor entities”). The non-guarantor entities are further segmented into the
Notthern New England Operating Entity and the Legacy Operating Entity.

The Liquidation Analysis assumes that fiquidation proceeds would be distributed in accordance with
Bankruptcy Code section 726. If the Debtors were liquidated pursuant to Chapter 7 proceedings, the amount
of liquidation value available to creditoss 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 expenses; second, by claims assodiated 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, including administrative trade claitns 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, a.ﬁy remaining residual vahue at the non-
guarantor entities would be available to the secured creditors of the guarantor entities to the extent of the
value of their coliateral except as described herein; sixth, the 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 Liguidation Analysis necessarily contains an estitnate of Claims that ultimately will become Allowed
Claims. Estimates for various Classes of Claims are based solely upon the 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 ot
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 thus does not
inciude dilution fot those Claims, which would otherwise further dilute recovery to creditors.

Regulatory Concerns for Chapter 7 Liquidation

The nature of FairPoint’s business and its unique position as a regulated utility providing essential services to
the residents of the jurisdictions in which it operates should be considered within the context of a Chapter 7
liquidation of FairPoint. Given the status of the FairPoint incumbent local exchange carriers as (f) essential
providers of witeline telecommunications services and (i) telecommunications carriers of last resort in
multiple jasisdictions, it is highly unlikely that regulatory authosities would allow these carriers to cease
operatons and liquidate the utility assets in a piecemeal fashion. Instead, the Bankruptey Coust would likely



find that the liquidation value of FairPoint would be an evaluation premised upon a sale {or sales) of
operating telecommunications cartier operations as a whole, by carrier or by groupings of exchanges.

Tt 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
generaily, would heighten the regulatory scrutiny of the liquidating business.

General Approach and Results of the Liguidation Analysis

The Debtors have 80 legal entities that opetate local exchange carriers in rural parts of the United States
consisting of the Legacy and Northern New England businesses. 'To maximize total liquidation value, the
Liquidation Analysis assumes that the Debtors” operating assets are sold 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 hetein 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 Lignidation
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 Plan , all creditors of the Legacy
Subsidiaries ate anticipated to receive a 100% recovery on their pre-petition Claims s are all creditors of the
NNE Subsidiaries.

In general, it is assumed that a conversion to 2 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 detetiosates due to loss of critical resources as customers delay
payments for services and /ot find alternative solutions, 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 2 forced sale for cash, management and its advisors
believe the approptiate method for calculating a liquidation value is by applying a depressed EBITDAR
multiple for the Legacy and NNE Subsidiades. The adjusted EBITDAR! for the Company is calculated by
using actual annualized nine months year-to-date EBITDAR as of September 30, 2009 (“actual EBITDAR”).
However, actual EBITDAR has been reduced by 25% to reflect 2 rapid deterioration in the business during
the six-month sale period. The 25% EBITDAR reducton 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, 2
significant loss of customers, and the loss of key employees are all issues that will wotk to depress the value
of the business to potential acquirers. A limited buyer pool, significant regulatory hurdles (discussed above), a

¢ Adjusted EBITDAR excludes all cutover related costs (TSA, CapGemini, bubble workforce, overtitne, contractors,
etc) and also excludes restructuting fees, severance, and other one-time adjustments.

3



continuation of 2 poor economic environment that is not conducive to selling 2 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 ate 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 enterprise valuation under the Plan assumes 2
precedent transaction EBITDAR multiple range of 4.5% 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 FairPoint’s advisors and assumes that
financial buyers will likely not be interested in acquiring these assets in a Chapter 7 siwuation given the
significant regulatory complications. Therefore, it is assumed in the Liquidation Analysis that a sale of the
Debtoss’ business in a Chaptes 7 liquidation would be based on an EBITDAR multiple of 3.0x. Sale
multiples may ultimately be different between the Legacy and NNE Subsidiaties; however, the 3.0x multiple
was used in the valuation of both entity groups for simplicity.

Additional analyses of the discounts to earnings and reductions to EBITDAR multiples wese performed to
provide more perspective on these vasiables. Ata 25% drop in earnings, the going concern business would
have to selt 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% catnings 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 EBITDAR multiple. This is 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 2 new IP suite of business
services. "This growth is predicated on capital expenditures of $200 million in 2010 and continning 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 labilities 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 distribudon priorities established under
the Bankruptcy 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 Priogty Claims (Non-Guarantor Entities) ~- Liabiliges
incurred in Chapter 11 at the operating entities and at the respective non-guarantor entities



4. Chapter 11 Non-Guatantor 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 (Guatantor 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.

Preliminary Estimated Recovery %

Claim Class Allowed Claim Plan* Licuidation
Chapter 7 Administrative Claims § 11,308 N/A 160%
DIP Collateralized Obligations 21,200 100% 100%
Chapter 11 Administrative Claims (NNE) 15,776 160% 100%
Chapter 11 Non-Guarantor Pre-Petition Claims (NNE} 15,473 100% 100%
Chapter 11 Administeative Claims (Legacy) 2,413 100% 100%
Chapter 11 Nodeu arantor Pre-Petition Claims (Legacy) 12,540 100% 100%
Chapter 11 Guarantor Secared Claims 2,094,917 87.9% 39%
Chapter 11 Administrative Claims - (FCI & Guarantor Entities) 22,600 100% 100%
Chapter 11 General Unseaured Clairas - (Guarantor Entities) 3,453 100% 8%
Chapter 11 General Unseazred Claims {FCI, exduding defidency daims) 635,627 16.9% 3%
*Remvetics estimated under the Plan are estimated based on the mid-point valiation as descibed in Appendix D of the Disdosuse
Swarement

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 oz significantly more than they would if the business were to be
subject to a Chapter 7 liquidation.

Notes to Liquidation Analysis

Note A — Assets Available for Distribution

In general, the operating entities of the Debtors are non-guarantor 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 entides 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

2 In preparation of the Liquidatior: Analysis each individual guarantor entity’s books and records were reviewed, and 2
separate liquidation analysis was performed for each of the guarantor entities. It was assumed that proceeds generated
from the sale of the operating entities are used to satisfy the claimns of the Prepetition Credit Agteement, 2nd any
deficiency claim is asserted at the guarantor entities. These deficiency Claims are assumed 1o be paré passy with all other
unsecured creditors in these entities. -




generate 35% of the total value available for disttibution while the NNE Subsidiaties generate 65% of the
total value. This estimated distribution of value is based upon relative EBITDAR generated by the Legacy
and NNE Subsidiaties. The proceeds available for distribudon after satisfying the Chapter 7 Administrative
Claims and the DIP Coliateralized Obligations are then disttibuted to the Legacy and NNE Subsidiaries
based on the percent of EBITDAR generated by the respective entities.

The proceeds of the non-guarantor entties 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 upstreamed to
the guarantor entities, those proceeds are first used to satisfy the Prepetiion Credit Agreement Claims as
secured Claims at these guarantor endties. 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 Subsidiaties after all of the creditors of those entities are paid. Moreover, there are
insufficient proceeds to fully satisfy the Prepetidon Credit Agreement Claims. Therefote, there are no
Liquidation Analysis proceeds available to other creditors of the guarantor entities from the sale of the non-
guarantot 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 Prepettion Credit Agreement Claims are secured by
FairPoint Communications Inc’s equity intetests in its first-ter wholly owned subsidiaries and by the equity in
subsidiaries of the guatantor entities; therefore, they will share in the distribution of these assets pari passu
with general unsecured creditors.

A sumtary of the proceeds availzble for distribution from each of the operating entities is provided below:

ILEGACY NORTHERN NEW
ENGLAND

Estimated Adjusted EBITDAR 118,917 223,657
Discount Factor for Business Conditions 25% 25%
Estmated Transaction EBITDAR 89,188 167,743
Transaction Mulitiple 3.0x 3.0x

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

35% 65%

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

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

Cash & Cash Equivalents* 97,127 100% 97,127
Accounts Receivable 3,724 70% 2,606
Inventory . 22917 50% 11,459
Prepaid Assets ' 33 5% 2
Property Plant and Equipment 12,859 20% 2,572
Other Assets 3,603 5% 180
Total 140,263 113,946

*Cash & Cash Equivalents balances refleas the cash on hand at FairPoint Logistics Inc as 0f 2/8/2010.

Liquidatibn of FairPoint Communications, Inc.

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

Cash & Cash Equivalents* 30,100 100% 30,100
Acounts Reaeivable 187 70% 131
Inventory - 50% -
Prepaid Assets 5,577 5% 279
Property Plant and Equipment 188,678 20% 37,736
Other Assets ‘ 813,327 0.5% 4,067
Total 1,037,868 72,311

*Cash & Cash Equivslénts balances reflects the cash on hand at FairPoint Communiations Inc as of 2/ 8/2010

Note B - Trustee Fees of Chapter 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 Professional 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 flow from operations. Once the sale is complete, certain corporate and administrative
functions would be required to oversee the distribution of proceeds, to maintain and ciose 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.



Estimated Chapter 7 Professional Fees

Monthly Number of Total
Professional Costs Months Professional Fees
Legal $ 250 6 $ 1,500
Acmunting & Management Support 150 6 9GO0
M&A Monthly Advisory 100 6 600
M&A Trans Fees {1% of Transaction Value) N/A N/A 7.708
Other 100 6 600
$ 600, $ 11,308

Note D — DIP Collateralized Obligations

Putsuant 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 of letters of credit, the DIP Facility allows a $7.5 million “carve-out” for
professional fees incurred during these Chapter 11 cases.

Note E — Chapter 11 Adweinistrative Claims

Chapter 11 Administrative Claims consist of post-petition trade payables from the commencement of the
Chapter 11 proceedings as well as vatious 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. Itis estimated that FairPoint will have two months of unpaid balances for .
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 11 Adminstrative Claims

FCI  Guanntor Legacy NNE Total
Trade Payables 22,000 - 2,000 15,000 39,000
Chapter 11 Prof. Fees (above Carve-Out) - - 413 176 1,189
22,000 - 2,413 15,776 40,189

Note F o Non-Grarantor. Entities - Pre-Petition Claims

Tt 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 Liguidation Analysis, it is
assumed that any putchaser of the NNE Subsidiasies will assume both the pension obligations and post-
retiree medical benefit obligations as part of the acquisition.

Note G — Prepetition Credit Agreement Claims

The Prepetition Credit Agreement Claims include the secured debt outstanding, accrued and unpaid interest,
outstanding letters of credit, and outstanding interest rate swap Habilities at the Petidon Date. The
Prepetition Credit Agreement Claims are secured by FairPoint Communications Inc’s equity interests in its
first-tier wholly owned subsidiaries and by the equity in subsidiares of the guarantor entities.



The Prepettion 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 secute the Prepetition Credit Agreement Clairns. As the Liguidation Analysis
shows, there is a significant impairment of the Prepetition Credit Agreement Claims from the liquidation of
the NINE Subsidiaties; thercfore, 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 2 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 Agreernent Claims
will be treated pari pass# with other unsecured creditors of those guarantor entities. Finally, any additional
deficiency Claims from the Prepetition Credit Agreement Claims will be satisfied pari passx with the general
unsecured creditors at FairPoint Communicatons.

Note H —Pre-Petition General Unsecured Claims

Pre-petidon unsecured Claims primarily consist of Senior Notes issued by FairPoint Communications and
various other trade pzyables and obligations. In the hypothetical Liquidation Analysis, the general unsecured
Class is Impaired, and therefore pre-petition holders of equity interests are estimated to receive no tecovery in
the event of liquidation under Chapter 7 of the Bankruptey Code.



FAIRPOINT COMMUNICATIONS, INC.
Liguidation Analysis

Suminary Regults

NNE Legacy FairPoint
Operating Operating Guarantor Commaunications TOTAL
% i GO0} Nates Subsidiarics Subsidiaties Entides Ing. DERTORS

Assets and Dizmibuton of Value
Estimated Assers Avalable for Diswibution A $503,229 3267564 $113.946 72351 $957,050

Chaprer 7 Administrative Claims

Chapter 7 Trustee Fees B (15,096 {7,678} (305) {1,266} {24,545)
Chaprer 7 Professional Fees & Liquidation Costs . C (7,383 3929 - - (11,308)
(22479 (11,603) {505) (1,266) (35,853)
DIP Collateralized Obligations D -
Lewter of Credit Facilitics {8,944) (4,756} - - (13,760)
Chapter 11 Professional Fee "Casve Out” {4,897) (2,603) - - (7.500%
(13,841) (7,359 . - {321,200)
Adjusted Assets Available for Disuibution 466,969 248,502 113441 71,045 899,997
Chapter 11 Administrative Claims @incl Peof Fees above Carve Out) E ' {15,776} {2413 - (22,000 {40,189
Assets Available for Distibution to Pre-petition Creditons 451,133 246,189 113,441 49,045 859,808
Frepetiton Claims of Non-I'CT and Nen-Guarsntar Endities F (15,473 (12,540 - - (28,013
Bstimazed Assers Available for Fasther Diswibution 435,660 233,649 113,441 49,045 831,795
Aliocation of Assets
Prepetition Credit Agrecment Obligations {435,660) (233,649) (113,167) (33,042 {815,518)
Prepetition Genoral Unscoured Claims P p (274) (1503 {16,277
{435,660} (233,649 (113,441) (4%,0645) (831,795)

Recovery Analysis

Prepetition Credit Agreement Obligadons G $2,694,917
Prepetition Credit Agresment Obligations Recovery $435,660 §233,649 113,167 333,042 $815,518
Prepetition Credit Agreemnont Obligations Recovery Percentage .

Prepetition General Unsecured Claims H N/A N/A 53,453 635,627 $639,07%
Prepetition General U 3 Claims Recovery §274 $16,003 $16,277
Propetidon Genetal Unsecured Claims Recovery Percentage i 8%] 3%'




Exhibit D
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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.

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
(“NOL”} 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 bas 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.

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 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™).
e The valuation date is as of September 30, 2009 (the “Valuation Date”).

+ The Debtors are able to recapitalize with adequate liquidity as of the Effective Date.
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» The Debtors successfully perform to the tevels forecasted in the Projections.

* The pro forma debt levels of the Debtors at the Effective Date will be approximately
$1.0 billion.

* The Projections assume the Debtors’ NOLs 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
habilities resulting from the write-down of assets.

» Treatment of NNE creditor pre petition claims has yet to be determined, which are to
be on terms reasonably satisfactory to the Company and the Lender Steering
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 bankruptey case and has
assurned 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 Piscounted 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
(“Terminal Value™) and discounting them by the company’s weighted average cost of capital
(“WACC™), using mid-year convention. The Terminal Value is derived using an exit multiple of
EBITDA based on a range selected to reflect the trading and precedent transaction ranges of peer
companies. The WACC is a blended rate of 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, EBITDA and EBITDA less
CapEx. In addition, each of the selected public companies’ operational performance, operating
margins, profitability, leverage and business trends were examined.

¢. Precedent Transactions analysis

The Precedent Trapsaction analysis is based on the enterprise value of companies
involved in public merger and acquisition tramsactions that have operating and financial
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characteristics similar to FairPoint. 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
comunonly 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
1o determine the enterprise value to a potential strategic buyer.

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 valnation 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 (¢) circumstances pertaining to the financial position of the company may have an
impact on the resulting purchase prices (e.g., a company in financial distress may receive a lower
price due to perceived weakness in its bargaining leverage).

As with Trading Values analysis, because no precedent merger or acquisition used in any
analysis will be identical to the target transaction, valuation conclusions cannot be based solely
on quantitative results. The reasons for and circumstances swrounding each acquisition
transaction are specific to such transaction and there are ipherent differences between the
businesses, operations, and prospects of each targef. Therefore, qualitative judgments must be
made concemning the differences between the characteristics of these transactions and other
factors, and issues that could affect the price an acquirer is willing to pay in an acquisition. The
number of completed transactions for which public data is available also limits this analysis.
Furthermore, the data available for all the precedent 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.

As a result of such analyses, review, discussions, considerations, and assumptions,
Rothschild estimates the total enterprise value (“TEV™) at approximately $1.8 billien 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 million to
$1.1 billion. After deducting estimated value for the Seven-Year Warrants and the Ten-Year
Options of approximately $38 million to $70 million, with a midpoint of $53 million, Rothschild
estimates the implied distributable reorganized equity valued will range from $776 million to
$1,064 million, with a midpoint of $920 million. Any variance on the ultimate General
Unsecured Claims pool could have a material impact on recoveries achieved.
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Rothschild valuation range

lllustrative range of TEV $1,780 $1,940 $2,100
iess: Pro Forma Net Debt as of June 36, 2010 (9673 {967) {967)
Implied equity value before warrants’ $813 $973 $1,133
Less: Vaiue of warrants® ($38) {$53) ($70)
Equity value less warrants' $776 $920 51,064
tmplied TEV $1,780 31,940 $2,100
200898 Adjusted Operating EBITDAR $362 - $362 $362
|Implied muitiple 4.9x 5.4x 5.8xi

1 Net debt includes cash/debt distribution to Legacy creditors’ unsecured claims and no determination for treatment of NNE creditor claims
2 includes the Ten-Year 3.5% managernent and board options and Seven-Year 12% warranls provided to the general unsecured creditors

These estimated ranges of values are based on a hypothetical value that reflects the
estimated intrinsic value of Reorganized FairPoint derived through the application of various
valuation methodologies. The implied reorganized equity value 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 reaffinm its estimate.

The sumimary 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 aresult, the estimate of implied reorganized equity value set forth herein is
not necessarily indicative of actnal 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.

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 penerally 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.
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THE FOREGOING VALUATION IS BASED UPON A NUMBER OF ESTIMATES
AND ASSUMPTIONS THAT ARE INHERENTLY SUBJECT TO SIGNIFICANT
UNCERTAINTIES AND CONTINGENCIES BEYOND THE CONTROL OF THE
DEBTORS OR THE REORGANIZED DEBTORS. ACCORDINGLY, THERE CAN
BE NO ASSURANCE THAT THE RANGES REFLECTED IN THE VALUATION
WOULD BE REALIZED IF THE PLAN WERE TO BECOME EFFECTIVE, AND
ACTUAL RESULTS COULD VARY MATERIALLY FROM THOSE SHOWN HERE.

THE ESTIMATED CALCULATION OF ENTERPRISE VALUE IS HIGHLY
DEPENDENT UPON ACHIEVING THE FUTURE FINANCIAL 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 RISK FACTORS TO BE CONSIDERED] OF THE
DISCLOSURE STATEMENT.

THE CALCULATIONS OF VALUE SET FORTH HEREIN REPRESENT
ESTIMATED REORGANIZATION VALUES AND DO NOT NECESSARILY
REFLECT VALUES THAT COULD BE ATTAINABLE IN PUBLIC OR PRIVATE
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 THAT 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 Covepants
LTM LITM LTM LT LTM LTM LTM LTM LTM LTM LTM LTM LTM 2014-
$000,000s 4010 1011 2011 3011 4Q11 1012 2012 3012 4012 1013 2Q13 3013 4013 2016
Total Debt / EBITDAR

Covenaiit: _ D : 25%325) ¥ 101 B 00X
Company Plan 274% 248x 232x 221x 2.13x 1.86x 1.83x L78 1.73x 160x 1.56x 1.48x l4ix

% Cushion 55% 62% 3%  TO%  T6% T5% 78% 82% 88% 8%  92% 102% 113%
Sr. Debt / EBITDAR

Company Plan 2.13x 186x 1.83x .
% Cushion 3% 41% 51%  47%  52%  48%  S50%  S54%  59%  5T%  60%  69%  TT%

EB
Company Plan 5.5ix 586x 630x 6.56x 6.69x 6.64x 6.70x
% Cushion 2% 2% 36%  39%  40%  36%  3T%






