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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,
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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
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(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.

PLN-42-



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,
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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.




©

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.
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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%.




©

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.
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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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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,

Tentatively Agrecd o this bst day of Febinry, MIHL |
FOR THE HMEW FOR THE COMPANY
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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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Exhibit C

New Warrants Term Sheet

[Exhibit C to FairPoint Plan of Reorganization|



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

[Exhibit C to FairPoint Plan of Reorganization]




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. :

[Exhibit C to FairPoint Plan of Reorganization]
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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

16404755 oo



Execution Version for alf Regulatory Partles, Including the OPA and FairPoint

1640G475.5

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”).
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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
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4.8.
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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




Exhibit F

VDPS Regulatory Settlement

[Exhibit E to FairPoint Plan of Reorganization|



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
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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.
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4.3, Subject to Bankruptcy Court approval, during and solely in furtherance of the process of
negotiating the terms of this Regulatory Settlement and any proceedings to obtain approval
thereof, and no less frequently than monthly through and ending on the ninety-first (91st) day
after the Effective Date of the Plan, FairPoint shall reimburse the DPS and the Board for all of
its actual 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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Exhibit G
Officer List

[Exhibit G to FairPoint Plan of Reorganization]



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]}





