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

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

SECTION I
DEFINITIONS

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

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

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

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

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

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

" All of the debtors are identified on Exhibit A of this Plan.
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no objection to the allowance thereof, or action to equitably subordinate or otherwise limit
recovery with respect thereto, has been interposed within the applicable period of limitation fixed
by the Plan, the Bankruptcy Code, the Bankmptcy Rules or a I'inal Order, or as to which an
objection has been interposed and such Claim has been allowed in whole or in part by a Final
Order, (c) any Claim expressly allowed by a Final Order or under the Plan, or (d) any Claim that
1s compromised, settled or otherwise resolved pursuant to a Final Order of the Bankruptcy Court
or the authority granted Reorganized FairPoint under Section 10.5 of this Plan; provided,
however, that Claims temporarily allowed solely for the purpose of voting to accept or reject the
Plan pursuant to an order of the Bankruptcy Court shall not be considered Allowed Claims.
Unless otherwise specified in the Plan or by order of the Bankruptcy Court, (i) an Allowed
Administrative Expense Claim or an Allowed Claim shall not, for any purpose under the Plan,
include interest on such Claim from and after the Petition Date, and (ii) an Allowed Claim shall
not include any Claim subject to disallowance in accordance with section 502(d} of the
Bankruptcy Code.

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

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

1.8  “Avoidance Actions” means any and all avoidance and recovery actions
under sections 502(d), 510, 542, 543, 544, 545, 547, 548, 549, 550, 551 and 553 of the
Bankruptcy Code.

1.9 “Ballot” means the form or forms distributed to each hoider of an

Impaired Claim that is entitled to vote to accept or reject the Plan on which is to be indicated an
acceptance or rejection of the Plan. ‘

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

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

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

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

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

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

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

1.16 “Cash” means legal tender of the United States of Aumerica.

1.17  “Cash Equivalent” means:

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

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

{c) certificates of deposit and enrodoliar time deposits;

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

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

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

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

(h) or Section 345 Securities.

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

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

PI.N-3-
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Chapter 1 Cases of FairPoint (including to the Effective Date), including, without limitation, the
Avoidance Actions.

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

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

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

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

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

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

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

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

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

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

1.30  “Creditors’ Committee” means the official committee of unsecured
creditors appointed in the Chapter 11 Cases pursuant to section 1102(a) of the Bankruptcy Code.
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1.31  “Cure” means the Distribution of Cash, or such other property as may be
agreed upon by the parties and/or ordered by the Bankruptcy Court, with respect to the
assumption of an executory contract or unexpired lease, pursuant to section 365(b) of the
Bankruptcy Code, in an amount equal to all accrued, due and unpaid monetary obligations,
without interest, or such other amount as may be agreed upon by the parties or ordered by the
Bankruptcy Court, under such executory contract or unexpired lease.

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

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

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

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

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

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

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

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

1.40  “Disclosure Statement Approval Date” means the date on which the clerk
of the Bankruptcy Court enters the Disclosure Statement Approval Order on the docket of the
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Bankruptcy Court with respect to the Chapter 11 Cases approving the adequacy of the Disclosure
Statement under section 1125 of the Bankruptcy Code.

1.41  “Disclosure Statement Approval Order” means the Order approving,
amaong other things, the adequacy of the Disclosure Statement pursuant to section 1125 of the
Bankrupicy Code, entered by the Bankrnuptcy Court on [*].

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

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

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

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

1.46 “DTC” means The Depository Trust Company.

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

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

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

‘ 1.50 “Executive Agreements” means, collectively, the employment agreements
between FairPoint Communications and David L. Hauser, Peter G. Nixon, Alfred C.
Giammarino, Shirtey J. Linn, Jeffrey Allen and Susan L. Sowell, respectively, as in effect on
October 25, 20009.

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

1.52 “FairPoint Communications” means FairPoint Communications, Inc.

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

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

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

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

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

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

hereof.

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

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

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

Notes.

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

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

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

hereof.

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

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

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

within the definition of “FairPoint” held by any other entity incladed within the definition of
“FairPoint”.

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

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

1.71  “Legacy Subsidiary Unsecured Claim” means any Unsecured Claim
-against any Legacy Subsidiary.

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

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

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

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

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

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

1.78 “MPUC” means the Maine Public Utilities Commission.

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

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

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

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

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

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

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

1.86 “NHPUC” means New Hampshire Public Utilities Commission.

1.87  “NHPUC Regulatory Settlement” means the settlements and compromises
by and between FairPoint and staff advocates of the NHPUC (i) with respect to, among other
things, service quality requirements, broadband commitments, expenditure commitments,

- financial commitments and management commitments and (ii) as set forth in further detail on the
regulatory settlement attached hereto as Exhibit E.

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

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

1.90 “Objection Deadling” has the meaning given such term in Section 10.1
hereof.

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

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

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

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

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

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

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

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

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

1.101 “Prepetition Credit Apreement Claim” means any Claim held by the
Prepetition Credit Agreement Lenders and/or the Prepetition Credit Agreement Agent, and all
other Claims against FairPoint arising under the Prepetition Credit Agreement 1n an amount
equal to principal, plus interest (accrued through the Effective Date), and all other amounts due
thereunder. Prepetition Credit Agreement Claims are Allowed Claims pursuant to the Plan, and
shall be satisfied pursuant to the Plan without offset, defense, counterclaim, reduction or credit of
any kind whatsoever.

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

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

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

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

1.106 “Registration Rights Agreement” has the meaning given such tern in
Section 6.3.2 hereof.

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

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

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

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

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

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

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

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

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

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

1.116 *“Secured Tax Claim” means any Secured Claim that, absent its secured
status, would be entitled to priority in right of payment under sections 502{1) and 507(a)(8) of the
Bankruptey Code (determined irrespective of any time limitations therein and including any
related Secured Claim for penalties).

1117 “Securities Act” means the Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder.

1.118 “Security” has the meaning given such term in section 131(49) of the
Bankruptey Code.

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

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

1,121 “Subordinated Securities Claim™ means any Claim against FairPoint
arising from rescission of a purchase or sale of a Security of FairPoint or an Affiliate of
FairPoint, for damages arising from the purchase or sale of such security, or for reimbursement
or contribution allowed under section 502 of the Bankrptcy Code on account of such a Claim.

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

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

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

1,125 “Swap Agreements” means the Morgan Stanley Swap Agreement and the
Wachovia Swap Agreement.

1.126 “Tax Claim” means any Claim that i1s a Secured Tax Claim or a Priority
Tax Claim.
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1.127 “U.S. Trustee” means the United States Trustee appointed under section
591, title 28, United States Code to serve in the Southern District of New York.

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

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

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

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

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

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

1.134 “Voting Agent” means BMC Group, Inc.

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

SECTION II
INTERPRETATION OF PLAN

2.1 Application of Definitions; Rules of Construction; Computation of Time.
Wherever from the context it appears appropriate, each term stated in either the singular or the
plural shall include both the singular and the plural, and pronouns stated in the masculine,
feminine or neuter gender shall include the masculine, feminine and neuter gender. For purposes
of the Plan, (a) any reference in the Plan to a contract, instrument, release, indenture, or other
agreement or document being in a particular form or on particular terms and conditions means
that such document shall be substantially in such form or substantially on such terms and
conditions, (b) any reference in the Plan to an existing docwment or exhibit filed or to be filed
means such document or exhibit as it may have been or may be amended, modified, or
supplemented and (c) unless otherwise specified, all references in the Plan to Sections, Articles,
Schedules, and Exhibits are references to Sections, Articles, Schedules and Exhibits of or to the
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Plan. The words “herein”, “hereof”, “hereto”, “hereunder” and other words of similar meaning
refer to the Plan as a whole and not to any particular section, subsection or clause contained in
the Plan. A capitalized term used herein that is not defined herein shall have the meaning
assigned to that term in the Bankruptcy Code or in the Exhibits hereto. The rules of construction
contained in section 102 of the Bankruptcy Code shall apply to the construction of the Plan. The
headings in the Plan are for convenience of reference only and shali not limit or otherwise affect
the provisions of the Plan. Unless otherwise indicated herein, all references to dollars means
United States dollars. In computing any period of time prescribed or allowed by the Plan, unless
otherwise expressly provided, the provisions of Bankruptcy Rule %006(a} shall apply.

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

SECTION 111
PAYMENT OF ADMINISTRATIVE EXPENSE CLAIMS,
PRIORITY TAX CLAIMS AND OTHER UNCLASSIFIED CLAIMS

3.1 ‘Administrative Expense Claims.

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

32 Adeguate Protection Claims.

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

33 Pricrity Tax Claims.

Unless otherwise agreed to by the holder of an Allowed Priority Tax Claim and
FairPoint or Reorganized FairPoint, as applicable, each holder of an Allowed Priority Tax Claim
shall receive at the option of FairPoint or Reorganized FairPoint, as applicable, (a) on the
Effective Date, or as soon thereafter as is reasonably practicable, Cash in an amount equal to
such Allowed Priority Tax Claim, or (b) commencing on the Effective Date, or as soon thereafter
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as 18 reasonably practicable, and continuing over a period not exceeding five (5) years from and
after the Petition Date, equal semi-annual Cash payments in an aggregate amount equal to such
Allowed Priority Tax Claim, together with interest for the period after the Effective Date at the
rate determined under applicable non-bankruptcy law as of the calendar month in which the Plan
is confirmed, subject to the option of FairPoint or Reorganized FairPoint, as applicable, to
prepay the entire amount of the Allowed Priority Tax Claim. All Allowed Priority Tax Claims
that are not due and payable on or before the Effective Date shall be paid in the ordinary course
of business as such obligations become due.

34 Professional Compensation and Reimbursement Claims.

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

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

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

3.5 Intercompany Claims.

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

SECTION IV
CLASSIFICATION OF CLAIMS AND
EQUITY INTERESTS

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

Class Designation Impairment Entitled to Vote
l Other Priority Claims Unimpaired No (deemed to accept)
2 Secured Tax Claims Unimpaired No (deemed to accept)
3 Other Secured Claims Unimpaired No (deemed to accept)
4 Allowed Prepetition Credit Impaired Yes

Agreement Claims

Legacy Subsidiary Unsecured No (deemed to accept)

5 . Unimpaired
Claims
6 NNE Subsidiary Unsecured Claims Unimpaired No (deemed to accept)
7 FairPoint Communications Impaired Yes
Unsecured Claims
8 Convenience Claims Unimpaired No (deemed to accept)
9 Subordinated Securities Claims Impaired No (deemed to reject)
10 | Subsidiary Equity Interests Unimpaired No {deemed to accept)
11 0Old FairPoint Equity Interests Impaired No (deemed to 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 holder of an Allowed Other Priority
Claim is conclusively presumed to have accepted the Plan and is not entitled to vote to accept or
reject the Plan.

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

5.2 Secured Tax Claims {Class 2).

5.2.1 Impairment and Voting.

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

5.2.2 Daistributions.

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

53 Other Secured Claims (Class 3).

5.3.1 Impairment and Voting.

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

5.3.2 Distributions.

(a) Unless otherwise agreed to by the holder of an Allowed Other Secured Claim and
FairPoint or Reorganized FairPoint, as applicable, at the option of FairPoint or Reorganized
FairPoint, as applicable, (i) on the Distribution Date or as soon thereafter as is reasonably
practicable, each Allowed Other Secured Claim shall be Reinstated and rendered Unimpaired in
accordance with section 1124(2) of the Bankruptcy Code, (i1} each holder of an Allowed Other
Secured Claim shall receive Cash in an amount equal to such Allowed Other Secured Claim, on
the Distribution Date, or as soon thereafter as is reasonably practicable, or (ii1) each holder of an
Allowed Other Secured Claim shall receive the Collateral securing its Allowed Other Secured
Claim, in full and complete satisfaction of such Allowed Other Secured Claim on the
Distribution Date, or as soon thereafter as is reasonably practicable.
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54 Allowed Prepetition Credit Agreement Claims (Class 4).

54.1 Impairment and Voting.

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

5.4.2 Distributions.

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

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

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

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

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

5.5.1 Impainnent and Voting.

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

5.5.2 Distributions.

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

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

5.6 NNE Subsidiary Unsecured Claims (Class 6).

5.6.1 Impairment and Voting.

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

5.6.2 Distributions.

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

5.7 FairPoint Communications Unsecured Claims (Class 7).

5.7.1 Ilmpairment and Voting.

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

5.7.2 Distributions.

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

(a) if the Class of holders of FairPoint Communications Unsecured Claims votes to
accept the Plan, each holder of an Allowed FairPoint Communications Unsecured Claim shall
receive its Ratable Proportion of (i) four million two hundred three thousand three hundred fifty-
two (4,203,352) shares of the New Common Stock and (ii) the New Warrants, in the case of each
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of clauses (i) and (1i), subject to dilution from the securities to be issued under the Long Term
Incentive Plan; or

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

5.8 Convenilence Claims (Class 8).

5.8.1 Impairment and Voting.

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

5.8.2 Distributions.

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

5.9 Subordinated Securities Claims (Class 9).

5.9.1 Impairment and Voting.

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

5.9.2 Distributions.

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

5.10  Subsidiary Equity Interests {(Class 10).

5.10.1 lmpairment and Voting.

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

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

5.11 ©Old FairPoint Equity Interests (Class 11).

5.11.1 Impairment and Voting.

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

5.11.2 Distributions.

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

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

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

Claims.

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

5.13 Special Provision Regarding Unimpaired Claims.

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

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

6.1 New Common Stock.

6.1.1 Authorization.

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

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

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

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

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

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

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

6.1.2 Par Value.

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

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

6.3 Securities Law Matters.

6.3.1 Exemption from Securities Laws.

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

6.3.2 Registration Rights Agreement.

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

6.3.3 Securities Exchange Listing.

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

7.1 Voting of Claims.

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

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

7.2 Acceptance by Unimpaired Classes.

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

73 Elimination of Vacant Classes.

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

74 Nonconsensual Confirmation.

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

Subject to Section 16.5 hereof, the Debtors-in-Possession may revoke and
withdraw the Plan in ifs entirety at any time prior to entry of the Confirmation Order. If the Plan
18 50 revoked or withdrawn, then it shall be deemed null and void.

SECTION VIII
MEANS OF IMPLEMENTATION OF THE PLAN

8.1 Regulatory Settlements. As provided herein, pursuant to section 1123 of
the Bankruptcy Code and Bankruptcy Rule 9019, and in consideration for the settlements and
compromises set forth in the Regulatory Settlements, upon the Effective Date, the provisions of
the Plan shall constitute a good-faith compromise and settlement of all Claims and controversies
resolved pursuant to the Regulatory Settlements. The entry of the Confirmation Order shall
constitute the Bankruptcy Court’s finding and determination that the Regulatory Settlements
reflected in the Plan are (1) in the best interest of FairPoint and its Estates, (ii) fair, equitable and
reasonable, (il1) made in good faith and (iv) approved by the Bankruptcy Court. Subject to
obtaining the approval of the settlements reflected in the Plan by the Bankruptcy Court, on the
Effective Date, Reorganized FairPoint will take all actions necessary or reasonably required to
effectnate such settlements.

8.2 Transactions on the Effective Date.

{a) On the Effective Date, the following shall be deemed to have occurred
simultancously:

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

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

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

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

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

occurred.

8.3 Reorganization of FairPoint; Continuation of Businesses.

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

8.4 Reorganized FairPoint’s Obligations Under the Plan.

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

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

(a) administer the Plan and take all steps and execute all instniuments and documents
necessary to effectuate the Plan,

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

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

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

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

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

(2) invest any Cash pending Distribution;

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

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

8.5 New Organizational Documents.

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

8.6 New Board.

8.6.1 General.

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

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

8.6.2 Initial Number of Directors: Initial Composition.

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

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

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

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

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

8.6.3 Reduction in Number of Directors.

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

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

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

8.6.4 Qualifications of Directors.

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

8.6.5 Tem of Office.

The New Board will be classified into three classes with approximately one-
third of the directors sitting in each such class, unless otherwise determined by the Lender
Steering Committee in consultation with FairPoint. In addition, unless otherwise determined by
the Lender Steering Committee in consultation with FairPoint, (3) initially one of the classes will
have a one year term, one of the classes will have a two year term and one of the classes will
have a three year term, and (it} the mmembers of each class, other than the initial members of the
New Board serving in the two classes that will initially have less than a three year term, will be
elected for three year terms. The initial member of the New Board nominated by the steering
committee of the Ad Hoc Committee of Senior Noteholders shall be classified in the class of
directors standing for election on or after the third anniversary of the Effective Date.

8.7 Officers of Reorganized FairPoint.

8.7.1 Generally.

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

8.7.2 Assumption of Executive Agreements.

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

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

8.9 Revesting of Assets.

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

8.10  Dissolution of the Creditors’ Comimittee.

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

8 11 Effectuating Documents; Further Transactions.

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

812  Preservation of Certain Causes of Action; Defenses.

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

8.13 Cancellation of Existing Securities.

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

8.14 Long Term Incentive Plan.

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

8.15 Success Bonuses.

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

8.16 Indemnification; Directors & Officers Insurance.

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

SECTION IX
DISTRIBUTIONS UNDER THE PLAN

9.1 Distributions on Allowed Claims.

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

9.2 Date of Distributions,.

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

03 Disbursing Agent.

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

9.4 Rights and Powers of Disbursing Agent.

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

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

9.6 Delivery of Distributions.

9.6.1 Distributions to Last Known Address.

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

9.6.2 Disiributions to Prepetition Credit Agreement Agent,

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

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

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

9.7 Unclaimed Distributions.

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

9.8 Distribution Record Date.

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

9.9 Manner of Payment.

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

9.10 Time Bar to Cash Payments by Check.

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

No fractional shares of New Comunon Stock or New Warrants for fractional
shares of New Common Stock shall be distributed and no Cash shall be distributed in lieu of
such fractional shares or New Warrants for fractional shares. When any Distribution pursuant to
the Plan on account of an Allowed Claim would otherwise result in the issuance of fractional
shares of New Common Stock or New Warrants for fractional shares, the actual Distribution of
such fractional shares shall be rounded as follows: (a) fractions of one-half (2) or greater shall
be rounded to the next higher whole number and (b) fractions of less than one-half (¥2) shall be
rounded to the next lower whole number, with no further payment therefor. The total number of
authorized shares of New Common Stock (including shares of New Common Stock issuable
upon the exercise of New Warrants) to be distributed to holders of Allowed Claims shall be
adjusted as necessary to account for the foregoing rounding.

9.12 Fractional Cents.

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

9.13  Setoffs and Recoupment.

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

9.14  Allocation of Plan Distributions Between Principal and Interest.

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

615 Distributions Afier Effective Date.

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

9.16 Interest on Claims.

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

9.17 No Distribution in Excess of Allowed Amount of Claim.

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

9.18  Ordinary Course Post-Petition Liabilities,

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

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

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

.20  Estimation of Claims.

FairPoint or Reorganized FairPoint, as applicable, may at any time request that
the Bankruptcy Court estimate any Contingent Claim, Unliquidated Claim or Disputed Claim
pursuant to section 502(c) of the Bankruptcy Code regardless of whether FairPoint or
Reorganized FairPoint, as applicable, previously objected to such Claim or whether the
Bankruptcy Court has ruled on any such objection, and the Bankruptcy Court shall retain
jurisdiction to estimate any Claim at any time during litigation concerning any objection to any
Claim, including, without limitation, during the pendency of any appeal relating to any such
objection. In the event that the Bankruptcy Court estimates any Contingent Claim, Unliquidated
Claim or Disputed Claim, the amount so estimated shall constitute either the Allowed amount of
such Claim or a maximum limitation on such Claim, as determined by the Bankruptey Court, If
the estimated amount constitutes a maximum limitation on the amount of such Claim, FairPoint
or Reorganized FairPoint, as applicable, may pursue supplementary proceedings to object to the
allowance of such Claiim. All of the aforementioned objection, estimation and resolution
procedures are intended to be cumulative and not exclusive of one another. Claims may be
estimated and subsequently compromised, settled, withdrawn or resolved by any mechanism
approved by the Bankruptcy Court.
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0721 Claims Reserves.

On the Effective Date, and afler making all Distributions required to be made on
the Effective Date under the Plan, Reorganized FairPoint Communications shall establish and
maintain a separate reserve (each, a “Reserve”) for each Class of Claims and Unclassified
Claims, which Reserve shall be administered by Reorganized FairPoint Communications;
provided, however, that nothing herein shall be deemed to require a Reserve with respect to Tax
Claims against FairPoint Communications. For the avoidance of doubt, a Reserve shall be
established for all amounts referred to as “reserved” in ¢lauses (1) through (10) in Section
5.4.2(c) of this Plan other than clauses (3) and (5) of Section 5.4.2(c) of this Plan. To the extent
that Reserves are established and maintained for the benefit of any holder of a Disputed Claim,
such Reserves shall include an amount of New Common Stock, New Warrants and/or Cash, as
the case may be, equal to the Distributions that would have been made to the holder of such
Disputed Claim if it were an Allowed Claim in an amount equal to the lesser of (i) the amount of
the Disputed Claim, (ii) the amount in which the Disputed Claim shall be estimated by the
Bankruptcy Court pursuant to section 502 of the Bankruptcy Code for purposes of allowance,
which amount, unless otherwise ordered by the Bankruptcy Court, shall constitute and represent
the maximum amount in which such Claim ultimately may become an Allowed Claim, or (ii1)
such other amount as may be agreed upon by the holder of such Disputed Claim and
Reorganized FairPoint.

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

SECTION X
DISPUTED CLAIMS AND EQUITY INTERESTS
UNDER THE PLAN

10.1  Objections.

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

10.2  Adjustment to Certain Claims Without a Filed Objection.

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

10.3  No Distributions Pending Allowance.

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

10.4 Distributions After Allowance.

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

10.5 Resolution of Administrative Expense Claims and Ciaims.‘

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

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

10.7 Indenture Trustee as Claim Holder.

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

10.8 Offer of Judgment.

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

10.9  Amendments to Claims.

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

10.10 Claims Paid and Pavable by Third Parties. -

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

SECTION X1
EXECUTORY CONTRACTS AND UNEXPIRED LEASES
UNDER THE PLAN

11.1  Assumption or Rejection of Executory Contracts and Unexpired Leases.

11.1.1 General.

Pursuant to sections 365(a) and 1123(b)(2) of the Bankruptcy Code, all executory
contracts and unexpired leases that exist between FairPoint and any Person shall be deemed
assumed by FairPoint as of the Effective Date, except for any executory contract or unexpired
lease (a) that has been assumed or rejected pursuant to an order of the Bankruptcy Court entered
prior to the Effective Date, (b) as to which a motion for approval of the assumption or rejection
of such executory contract or unexpired lease has been filed and served prior to the Effective
Date, or (c) that is specifically designated as a contract or lease to be rejected on Schedules
11.1(A) (executory contracts) or 11.1(B) (unexpired leases), which schedules shall be contained
in the Plan Supplement; provided, however, that FairPoint reserves the right, on or prior to the
Effective Date, to amend Schedules 11.1{A) and 11.1(B) to delete any executory contract or
unexpired lease therefrom or add any executory contract or unexpired lease thereto, in which
event such executory contract(s) or unexpired ease(s) shall be deemed to be either assumed or
rejected, respectively, as provided in such amended schedules, as of the Effective Date.
FairPoint shall provide notice of any amendments to Schedules 11.1(A) and/or 11.1(B) to the
parties to the executory contracts and unexpired leases affected thereby. The listing of a
docurmnent on Schedules 11.1(A) or 11.1(B} shall not constitute an admission by FairPoint that
such document s an executory contract or an unexpired lease or that FairPoint has any liability
thereunder. For the purpose of the Plan, the various regulatory consent orders to which FairPoint
was a party with the MPUC, the VDPS and the NHPUC on the Petition Date shall not be deemed
to be executory contracts governed by Section X1 of the Plan.

11.2 Inclusiveness.

Unless otherwise specified on Schedules 11.1(A) or 11.1(B) of the Plan
Supplement, each executory contract and unexpired lease listed or to be listed therein shall
include any and all modifications, amendments, supplements, restatements or other agreements
made directly or indirectly by any agreement, instrument or other document that in any manner
affects such executory contract or unexpired lease and all executory contracts or unexpired leases
appurtenant to the premises thereof, including all easements, licenses, permits, rights, privileges,
immunities, options, rights of first refusal, powers, uses, usufruets, reciprocal easement
agreements, vaults, tunnel or bridge agreements or franchises and any other interests in real
estate or rights in rem related to the premises thereof, in each case, without regard to whether
such agreement, instrument or other document is listed on Schedules 11.1(A) or I1.1(B) of the
Plan Supplement.
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11.3  Provisions Related to Cure Payvments and Rejection Damages.

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

The Confirmation Order shall constitute an order of the Bankruptcy Court
approving the assumptions or rejections described in this Section 11.3 pursuant to sections 365
and 1123 of the Bankruptcy Code as of the Effective Date. Any counterparty to an executory
contract or unexpired lease that fails to object timely to the proposed assumption or rejection of
such executory contract or unexpired lease, including objecting to the Cure amount designated
by FairPoint as payable in connection with an assumption, will be deemed to have consented to
such assumption or rejection and agreed to the specified Cure amount.

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

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

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

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

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

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

114 Indemmification Obligations.

Except as specifically set forth in Section 8.16 hereof, as of the Effective Date,
FairPoint and Reorganized FairPoint shall have no continuing indemnification obligations under
any of its executory contracts.

11.5 Insurance Policies.

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

[1.6 Benefit Plans.

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

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

11.8  Amended Collective Bargaining Agreements.

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

SECTION XH
CONDITHONS PRECEDENT TO THE EFFECTIVE DATE

12.1 Conditions Precedent to Effectiveness.

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

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

(0 the Bankruptcy Court shal] have entered the Confirmation Order which shall have
become a Final Order;

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

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

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

) all actions and all agreements, instroments or other documents necessary to
implement the terms and provisions of the Plan are effected or executed and delivered, as
applicable and shall be reasonably acceptable to the Lender Steering Committee;
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(g) all authorizations, consents and regulatory approvals, rulings, letters, no-action
letters, opinions or documents, 1f any, that are necessary to implement the Plan or that are
required by FairPoint or applicable [aw, regulation or order, in connection with the
consummation of the Plan shall have been obtained and not revoked (including any approvals
required by the Regulatory Seitlements);

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

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

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

12.2  Waiver of Conditions.

Each of the conditions precedent in Section 12.1 hereof may be waived, in whole
or in part, by FairPeint, except with respect to the conditions precedent set forth in Sections 12,1
(a), (b}, (c), (e), (), (g), (h) and (i) which shall require the consent of the Lender Steering
Committee (such consent not to be unreasonably withheld, conditioned or delayed). Any such
waivers may be effected at any time, without notice, without leave or order of the Bankruptcy
Court and without any formal action on the part of the Bankruptcy Court.

12.3  Satisfaction of Conditions.

Except as expressly provided or permitted in the Plan, any actions required to be
taken on the Effective Date shall take placé and shall be deemed to have occurred
simultaneously, and no such action shall be deemed to have occurred prior to the taking of any
other such action. In the event that one or more of the conditions specified in Section 12.1
hereof shall have not occurred or otherwise been waived pursuant to Section 12.2 hereof, (a) the
Confirmation Order shall be vacated, (b) FairPoint and all holders of Claims and interests,
including any Equity Interests, shall be restored to the status quo anfe as of the day immediately
preceding the Confirmation Date as though the Confirmation Date never occurred and
(c) FairPoint’s obligations with respect to Claims and Equity Interests shall remain unchanged
and nothing contained herein shall constitute or be deemed a waiver or release of any Claims or
Equity Interests by or against FairPoint or any other Person or to prejudice in any manner the
rights of FairPoint or any Person in any further proceedings involving FairPoint.

SECTION XIil
EFFECT OF CONFIRMATION

[3.1 Binding Effect.

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

2
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Equity Interest of such holder is Impaired under the Plan, whether or not such holder has
accepted the Plan and whether or not such holder is entitled to a Distribution under the Plan.

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

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

13.3  Discharge of Debtors.

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

13.4  Reservation of Causes of Action/Reservation of Rights.

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

SECTION XIV
EXCULPATION, RELEASE, INJUNCTION
AND RELATED PROVISIONS

14.1  Exculpation.

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

14.2  Releases.

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

14.3  Avoidance Actions/Objections.

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

14.4  Injunction or Stay.

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

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

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

SECTION XV
RETENTION OF JURISDICTION

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

limitation, to:

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

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

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

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

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

(H 1ssue such orders in aid of execution of the Plan, to the extent authorized by
section 1142 of the Bankruptcy Code;

{(2) consider any amendments to or modifications of the Plan or to cure any defect or

omission, or reconcile any inconsistency, i any order of the Bankruptcy Court, including,
without limitation, the Confirmation Order;
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{h) hear and determine disputes or issues arising in connection with the interpretation,
implementation or enforcement of the Plan, the Confirmation Order, any transactions or
payments contemplated hereby or thereby, any agreement, instrument, or other document
governing or relating (o any of the foregoing or any settlement approved by the Bankruptcy
Court; provided, however, that any dispute arising under or in connection with the New Term
l.oan and the New Revolver shall be detenmined in accordance with the governing law
designated by the applicable documents;

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

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

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

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

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

theory;

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

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

SECTION XVI
MISCELLANEOUS PROVISIONS

16.1 Effectuating Documents and Further Transactions.

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

In connection with the Plan and all instruments issued in connection therewith and
distributed with respect thereto, any party 1ssuing any instrument or making any Distribution
under the Plan shall comply with all applicable withhoiding and reporting requirements imposed
by any federal, state or local taxing authority, and all Distributions under the Plan shall be
subject to any such withholding or reporting requirements. Notwithstanding the above, each
holder of an Allowed Claim that is to receive a Distribution under the Plan shall have the sole
and exclusive responsibility for the satisfaction and payment of any tax cobligations imposed on
such holder by any governmental unit, including income, withholding and other tax obligations,
on account of such Distribution. Any party issuing any instrument or making any Distribution
under the Plan has the right, but not the obligation, to refrain from making a Distribution until
such holder has made arrangements satisfactory to such issuing or disbursing party for payment
of any such tax obligations.

16.3  Corporate Action.

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

16.4 Modification of Plan.

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

16.5 Revocation or Withdrawal of the Plan.

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

16.6  Plan Supplement.

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

16.7 Payment of Statutory Fees.

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

16.8 Exemption from Transfer Taxes.

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

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

16.10 Exhibits/Schedules.

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

16.11 Substantial Consummation.

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

16.12 Severability of Plan Provisions.

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

16.13 Governing Law.

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

16.14 Conflicts.

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

If the Plan is not confinmed by a Final Order, or if the Plan is confirmed and does
not become effective, the rights of all parties in interest in the Chapter 11 Cases are and will be
reserved in full. Any concessions or settlements reflected herein, if any, are made for purposes
of the Plan only, and 1if the Plan does not become effective, no party in interest in the Chapter 11
Cases shall be bound or deemed prejudiced by any such concession or settlement.

16.16 Notices.

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

FAIRPOINT 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 FairPoint’s prepetition 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, Esqg.
Attn:  Nicholas J. Cremona, Esq.

[Signature Page Follows]
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Dated: February 11, 2010

Respectfully submitted,

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

By: /s/ Shirley 1. Linn, Esq.
Name: Shirley I. Linn, Esq.
Title: Executive Vice President and General Counsel

{Signature Page to FairPoint Plan of Reorganization]
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‘BEBT
C & E COMMUNICATIONS, LTD.

ENLIMBER!

09-16333-BRL

BERKSHIRE NFW YORK ACCESS, INC.

09-16334-BRL

FAIRPOINT COMMUNICATIONS, INC.

09-16335-BRL

BE MOBILE COMMUNICATIONS, INCORPORATED

09-18336-BRL

BENTLEYVILLE COMMUNICATIONS CORPORATION

09-16337-BRL

BERKSHIRE CABLE CORP.

09-16338-BRL

BERKSHIRE CELLULAR, INC.

09-16339-BRL

BERKSHIRE NET, INC.

09-16340-BRL

BERKSHIRE TELEPHONE CORPORATICN

08-16341-BRL

BIG SANDY TELECOM, INC.

09-16342-BRL

BLUESTEM TELEPHONE COMPANY

08-16343-BRL

COLUMBINE TELECOM COMPANY

09-16344-BRL

COMERCO, INC.

09-16345-BRL

COMMTEL COMMUNICATIONS INC.

09-16346-BRL

COMMUNITY SERVICE TELEPHONE CO.

09-16347-BRL

EL PASC LONG DISTANCE COMPANY

09-16348-BRL

ENFANCED COMMUNICATIONS OF NORTHERN NEW ENGLAND INC.

09-16348-BRL

EX0P OF MISSOURI, INC.

09-16350-BRL

FAIRPOINT BROADBAND, INC.

08-16351-BRL

FAIRPOINT CARRIER SERVICES, INC.

09-163562-BRL

FAIRPOINT COMMUNICATIONS MISSOURG, INC.

09-16353-BRL

FAIRPOINT COMMUNICATIONS SOLUTIONS CORP. — NEW YORK

09-16354-BRL

FAIRPOINT COMMUNICATIONS SOLUTIONS CORP. — VIRGINIA

09-163565-BRL

FAIRPOINT LOGISTICS, INC.

09-16356-BRL

FAIRPOINT VERMONT, INC.

09-16357-BRL

FREMONT S8ROADBAND, LLC

09-16358-BRE

FREMONT TELCCM COQ.

09-16359-BRL

GTC COMMUNICATIONS, INC.

09-16360-BRL

YCOM NETWORKS, INC.

09-16361-BRL

UNITE COMMUNICATIONS SYSTEMS, INC.

09-16362-BRL

THE EL PASO TELEPHONE COMPANY

08-18363-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

09-18370-BRL

PEOPLES MUTUAL TELEPHONE COMPANY

09-16371-BRL

RAVENSWOOD COMMUNICATIONS, INC.

09-16372-BRL

YATES CITY TELEPHONE COMPANY

09-16373-BRL

CHOUTEAU TELEPHONE COMPANY

09-16374-BRL

CHAUTAUQUA AND ERIE TELEPHONE CCRPORATION

08-18375-BRL

GHINA TELEPHONE COMPANY

09-16376-BRL

GITCO SALES, INC.

09-16377-BRL

GIT-CELL, INC.

09-16378-BRL

GERMANTOWN LONG DISTANCE COMPANY

09-1637¢-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-BRE

C-R LONG DISTANCE, INC.

09-16386-BRL

C-R COMMUNICATIONS, INC.

09-16387-8RL

MAINE TELEPHONE COMPANY

09-16388-BRL

SUNFLOWER TELEPHONE COMPANY, INC.

09-16389-BRL

WMARIANNA AND SCENERY HILL TELEPHONE COMPANY

09-16391-BRL

MARIANNA TEL, INC.

09-16302-BRL

STANDISH TELEPHONE COMPANY

03-16394-BRL

ST LONG DiSTANCE, INGC.

08-16395-BRL

ST ENTERPRISES, LTD.

09-16397-BRL

ST COMPUTER RESQURCES, INC.

09-16398-BRL

SIDNEY TELEPHONE COMPANY

09-16359-BRL

UTILITIES, INC.

09-16400-BRL

TELEPHONE SERVICE COMPANY

09-16401-BRL

MJD VENTURES, INC.

09-16402-BRL
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NORTHLAND TELEPHONE COMPANY OF MAINE, INC.

0g-16404-BRL

THE QRWELL TELEPHONE COMPANY

09-16405-BRL

QUALITY ONE TECHNOLOGIES, INC.

03-16408-BRL

. TACONIC TECHNOLOGY CORP,

08-16407-BRL.

TACONIC TELCOM CORP.

09-16408-BRL

TACONIC TELEPHONE CORP.

05-16409-BRL

TELEPHONE OPERATING COMPANY OF VERMONT LLC

09-16410-BRL

ORWELL COMMUNICATIONS, INC.

09-16411-BRIL.

THE COLUMBUS GROVE TELEPHONE COMPANY

09-16412-BRL

THE GERMANTOWN INDEPENDENT TELEPHONE COMPANY

09-16413-BRL

Ul COMMUNICATIONS, INC.

08-16414-BRiL.

Ul LONG DISTANCE, INC.

09-16415-BRL

Ul TELECOM, INC.

09-16416-BRL

ST, JOE COMMUNICATIONS, INC.

09-16423-BRL

CHAUTAUQUA & ERIE COMMUNICATIONS, INC.

09-16424-BRL

[Exhibit A to FairPoint Plan of Reorganization]
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2010 MEMORANDUM OF UNDERSTANDING
e BETWEEN o
NOWTHERN NEW ENGLAND TELEPHONE OPERATIONS LLC
AND
FELEPHONE OPERATING COMPANY OF VERMONT LL.C, THE TWO COMPANIES
D/B/A
FAIRPOINT COMMUNICATIONS
AND
INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS, AFL-CIO
LOCAES 1320,2326; and 2327
AND
COMMUNICATIONS WORKERS OF AMERFCA; AFL-CIO

“This Memorandum of Understanding (“BOU™) is agreed to By and bﬁmeen'th&abﬁvevnﬁmed. Corfipaiies
(iexein the *Cofiipany’” br “Cofipanies,” dscoriteid reqiilfes) and the International Brolhérhdod of Electrical
Workers 'f;ocats 2340, 2326, and 2327 and Cornmunications Workers-of sAmerica AFL-CI0 (hexsinafier the:
“Union?) with réspect o the foflowinig chianges in tle oxistig colleciive bargatning dgresinents, Unles soted
specificallyin this MOU, all oflier provisions of the existing agreements remain in Rorce:
1. WAGES!

Ths s¢hedule-of wage incregges for thie term oF this Agteemerit shdll be- amended as follows:

Eﬁ‘ecme Date Perventags Yncrease Apiihied to: '

Sunday, 89711 3% ali-steps of the basic wage schednles
- Sunday, 8/5/12. 3% all stgps-of the ‘basic wage schcdules
_ Sunday; 8/4/13. 3% all steps-ofithe basic wage schedules

I COST OF LIVING ADJUSTMENT.  (EXHIBIT G3)

Seclion.1 of Exhibit G3 shall be wmended asfoilgws:

Effective August 7, 2011'and- Angust 5, 2012 and’August 4, 2613, adfustments will be imade i basic eelcly Tatesin
¢ach wage “schediile in accofdante with the following:

@) the abiolmnt of the Augusl 7, 2011 adjuslmem shiall be: () one-half of ihe Increase dbdve Tour
pereent. {4 0%) in'the "{P[- W (1982-84 == 100) for May 2011 over May 2009, applied to
{i1) the scheduled rates in effect in eacliwage schedule on August §; 2010, (i) rontided to
thenearést 50 cenfs.

M) e aimount of dlic: August 5, 2012 adjustment shall be: (i} one-half of {lie increase above:two
peroent (2 0%) it the “CPI-W" (1982-84 = 100 for May 2012 over May 2011, applied to
{ii) the scheduled fales in gffect in cach wage schiedile on Augnst 7, 2011, Gil): rounded 0
the nearest 50"ceits:
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(¢} ihg:amount of tite Angust 4, 2043 adjuslment shall be:: (@) gug:hlfof the intigase above two
percent (2.0%) in the "CPI-W". (1982-84 == 100)forMay 2013 over May 2612, applied fo
(i1) g schisduiled rates in’ effect. in ceich wage schedule on August 5 5, 3012, (itl):ronnded to.
thié nedrest 30 cents.
1L CORPORATE PROFIT SHARING (CPS) PLAN.
‘The Cotporale Profit:Shiriig Plan provision shall be deléted in its eiifirety aiid repkiced with the following:
Section 1. Plai Pidpose, The Corporate Brofit Sharing Plan (“CPS”) s designed to.erconrage and
reward eniployees.for their contiibution io Camparny prafits.
Beétion'Z. Plan Yeary, The €PS will provide awatds for resilis-in calendai-years. 20 i0. 2011,
2012, and 2013 withrawards payable i 2011, 2012, 2013, and 2014, Wearned, CPS-Plan
Distributions will be inadé for the fill caleiidaryedr 2010, payatile ifi 2011, despite the
Fact thist the amendingits (o the CP&Plag by this MOU may notbecome etfective until a
date:affer. Jamuary: 1, 2010.
Section 3, Elipitintity,

ees. Flitimeand part-mne regular and tempotary
paymll for at le'ist 90 days duringat Zpplicible Plan
-a.CP thig-e

&  Eligible Employ
. employees who are ot
o ol i

dand

(b rpmtmn for Partial Years, Foran eniployee who is employed more
an $0:days, but: less.thar 12 monts, of tlie.Plan )rear the employee’s LPS.
oni-will be prorited by twelfths o corespond t0. e
of pagticip diifing {He Plan Year Forplupo:
taken mto acchint if the émployee isactively. part!c;palmg on the ﬁrs{ day cf lhe
calendaf rignth.

(c)  ‘Promation for Prart-Time Employees. CPS Distribuifon for-each eligible
part-ime emp!oyee will be-prorated as a percent of thenormal workweek for a-
full-time emplaye:e it the sae fitfe.

Section 4. Time Workeiland Leaves of Absence. Thefollowing will courit as tinie oni-the payroll
for CP§ Distributions:
&) Abserce aftributable to approved sickness or accident disability up to accrued
FMILA Jeave:

(b) Digpartmesital feave (up-to 38 days).
© Tithe that an cmptoyee s eligibile to receive-pay for Military Leave.
@  Up to30 daysfor Anticipated Disability Leave and Cliild Care leave combined.

CHARLOTTE:23372v1 2
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() U 1930 diiys for any othér approved leave:
Axieniployer sliall fiof lose eligibility: i, ot Devember 31 of the:applicable Plan Year, the
employee isabsent for one'of the reasons stated in'(a) through. () above.

Section 5. Separations, Asiemployee who ta-odientise eligible ford GPS Distidbiition will fot loss
ellglbﬂxty duig tothafollowmgseparauons (s016ng as thé eifiployes hias a peribd-of at
lest 90 davs of adtive panticipation during the Plan Year):

(@)  Retirement
') Separation due to force surplus

- “Trapsfer (of adn brihl siot excecding 30 days) to dnother
Ry ipates L this Plan oF 19 an affiliated company vithia
énllettively bargaingd corporate profit shiaring plan ia

to-this Plan and the employee is o thie payroll'of such company on Decernber
31 -efthe same year :
{dy  Deathoftheemployes
&) Prothiolipn (6 mariagerent, and tlie sinployes is-on the paykell of e
comipany in wWhichi hi-or sheris emploved asa fuarbger ot Décember 31 of the
-SAE year .
An.employee whoris separated from the:active payroll fox the dbove reasons will
vecéive s CPS distribution that shatlbe profatetd as destribed.in Section 3.
Stction 6. CPS Distribution Cledlations.

@  Stadard Award The CPS Bistribiition shall be ds follows:

CEO STI MBASURES CEOSTT. FERFORMANCE |
R .| PERVORMANCE | PERCENTAGE
MAXIMUM 150% H0%
140% 34%
130% 28%
120% 2.2%
110% 1.6%
PLAN 100% EO%
THRESHOLD ' 50% 0.5%.
BELOW THRESHOLD' 0% 0.0%

()  Performance Perceiitape: The actual CPS Distribution per ligiile emiployee
will be calculated by multiplying the eligibfe émployee’s anhual eamnings by n
"Performance Percentage” for fhoPlan Year. The "Performance Percentape”
shall be based on the CEO STI Performance percentage that is applicable to the
shojt-term asinual £dsh incentive award (e "STI" award) payable for that
pérforsance year to the:Chief Exgéutive Officer(s)-of FairPoint
Coprimunicalions:(the "CEQ"), Awards will b inferpolated on. the scale above,
For example, if the CEO ST Performange isejual to 105%, thi¢ performance
wotld by % of thie spread between 100% anid 116%. Applying % to the
corresponding spread betwveen 1% and. 1.6%n Performanee Percentage wonld
result fil a. payout of 1.3%. '
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Section 7.

Section 8.

Section %

Sectjon 1D,

CHARLOTTE:23372v1

Exceplions, Mo exceptions will apply, exceptin the circumsiance Where the

Boatd of Directors approves paymentiunder the management plan to-all

Tnanagement plan participants at  level that otherwise was-not earied. In such
circumistatives; €ligible employees under the Union CES plart will be treated

simitatly:

Tnfordiation Requests. The Company agrees 1o provide o thie Ulion vponrequest
publicly disclosed inforination about thie ST coinpietisation ¢f thie CEQ: Thie-Company

will also provide to Ue Urtion a sumimary of fhe folal CPS distribiition paymentswhich

eligible employees recefvad under the plan. Thisinformation will be provided as soon as
practical following the-end of the Plun Year.

Payment £ CPS- Disirihutiohs. CPS Distibutions, wheit eared, will be paid by
separate pay 6ll remitiance (EET or chietk) not {aiter-than blarchi 15t of the year

taxes.
Benefit-Bedring Treitment of CPS Distribiition,

Witen paid, a.CPS: distibution will bestreated as eligitle benefit-bearing: pay solely for

the following-purposes;

@ Theé CPS disitbution witl b taken kito accoufit for purpases of the sopplemelal
sty Peinsion caletlation-under the quafified plan.

%)  The CPSdistribution-shall be {reaicd as eligible benefit-bearing pay which may
be gontrituted 16 the qualificd Savings and Security Plan according to thesanie
contribution, peréentage (if any) s is in efféct forregulat wages at the dime. the CPS
distribaion is paid (and thé same 66 o Tor pre-tax br after-lax freainisit]

aiid Tor quialiyig for applicable Comprny matehinig contribuifons)

©  ‘Totheeientdiat an employeeds eligible for thi onestimes-pay-death benefit
under the qualified-pension plan {subject to applicable caps.on'such death benefit), the:
Tast'CPS distribution paidito.an employee prior to an emplayee's death shall betaken frifo
account (fotheextent it does rict cause {he death bénefit to ekcoed The applicible tap).
@  The last CPS distribution paid to an cmployes prior 1o-ai employee's déath sha
tie-taken Intoiaccounit vrder the téoms of the proup tenm Jife insurance plan for active
employees: ‘ ‘

()  TheCPS distribution may betaken into account forunion dues to the extent
determiined appropriate by the-unien representing the employee.

CP8 distributions will notbe inclyded in calculations for any ofher purposes.

Grievances and Arbitration. The employed's empldying coripany shall have the
discretion to-admiinister (s Plari according to its terms, The employing company's
initerpretations and determinations under this Plan stall be final and binding. The
employee's union representative. may present giievances:relating fo niatters covered by
the Plan bist néither the Plan nor-its-administration shall be subject 10-arbitration, excepi
thiat the limifed i$s0¢ of s cmployee’s eligibilify to participate in a specific distribition

whde thie Planshall be arbitrable. Aty “make-whole” arbiteation award (Which reinstates

an efriployee witli full back pay) shafl include any applicable CPS distribution for the
Plan Yedr in which the employee had been separated from employment i the employes.
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was-otherwise efigible-and didnot otherwise receive a distribution for the applicable Plan
Year.
V. 401K} PLAN
1. Thie FairPoint Comumunications Northern Nesy England Savirgs and Security _z!léa:n for Associdtes{the
*40 Lk} Plan') willbe #mendad to provide for Company iatching contribition in Company stook-with
né resiriclions instéad of cashi; a8 $oon as pratcticable:
2. Parlicipants in the 401 (%) will be allowed io save the maximum amount allowed ia thé plazt iader IRS
and DOL futles, 43 interpretedand applied by-the Copany Benefifs-Cotnminge,
V:  JOINI COMMITTEE FOR OPERATIONAL SAVINGS '
L “The-pariies mutually agrec’ty pHIsy s:allideas o rediics Cost, improve revente, .and increase
productivity, with a goal of aghieving £25 million in annual ongoing savings as-provided in #4 below.
% AIl {deas angd agreements-will ?bq-cqs{e&;and'apréjédtéd savings (includifig et oost tedactions; revenys
infprovements and/or productivity fndreases) Wil he-détenmifie TRl cost Acconiitants or-spme
ather- mufually agreed upei methodology sitbjéctlo thes approval:of tieJoint Teadership Commities.
3 adership Copmittes will -estiplistied tooversee thedevelopment of ideas and ,
tation plansdor achieving the savingso jectives, and alsa tigek the {tipleifjentation of the
feasiand subsequent agreements 6 Ensore lisiviplemenitation and follow:thiough Within the-
imeframes outlinéd belowy, '
a.  The Juint Leadersliip Conimitieeof Union and Company teaders will meet within 30 days of this
Apresment fo:organitze; charter, wanitor, approve recomrnendstions, dnd resolvédisputes.

b During the®0 days siibsequentto the initial Joint Leadership Comini edting, tlic: Joint

Lea ‘Committes metbers Will participate in tratiig sessions desigiied and condacted by
cpeiident third par-réferred ta i seeiion 3.1, below: As appropriate, mentbers.of the
Grfiandgemienfta ferred to in section 5; below, will alSopanicipait.in

60 day period, ) _ )

ee-will et at least 1 day pef ot 4o cary dut its duties.
friritfes meétings will b thoronghily docufented and Ui iniites and
Tecotded-andpréserved. Summnary minwtes-of the proceedings of the

ill e Tecotded: . Hary DG
sifidiitees, upo al by tlie Joint Leadership Cormittee, will be

Hteo 1 APPIoV

digsefnifiate s FairPointand ifs unions,

&  If Jobit Leadership Commitiee approved-initiatives require changes in thecollective bargdining.
agréemerits.in order toimplement improvements, the Joint1éadership Commifies awill -
yecommend relevant:changes 1o the respective Bargaining conmiitiees for the'Unions and the
i iy, who will téhagree.or fital Ishguage and apprové the chianges throigh Letiers of

Ageenient ift 4 tifiely Hanner. , o

£ Jomt Leadgishipy Cormitiee will be:trained, facilitated and-advised by an independent third party

approved by both parties.

4, The panties will identify savings and develap ifipleméntation plans to achigve the aniwal otigoing
savirigs wilin the follovwing timéefraines:

a.  Aninitiai $5,000,000 within 60 days of:the cowpleled trafning of the Joint Leadership
Committes.

b.  Anadditional 5,000,000 withinr 120 days of the completed irining of tlie Joint Leadership
Ciminitiee. ' T

CHARLOTTE:23372v1 5
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o, A additional $5,000,000 within 180 days of the completed training of the Joint Leadership

Commilieg. _ ) ) o
4. An-additional $5,000,000 within 365 days of the completed traiming of the Joint Leadeighip
Commiftes. .

. Brnaddificnal $5,000,000 within a year and 4 lialf of ‘the completad trainirg of the Joint
Leadershipy Conuittes.

f Failure to.meet target tithe frames will be addressed. by the Joint Leadersbip Committee for
putposes of dealing witlthe cavses of the failure. 1F the:Joint Leadersidp-Conmnittee canriot
colve the canses of the delays, then ilie fird party. facilitator will conduct an assessment of the
causes and provids the Joint Leadership Committee with the assessment and 4'sef of
reconimendations about liow best to Fesolve the differénces and to incet thie tafgetsset Forth in
this agreernent. o , N

¢ Cost teduction and Tevenne enliancement ‘injtiatives. identified by the: Company and.
disclosed at-the first meeling of the Joint Leadership Comsiittee will riot be. considered.
in caloulaling the achigverent of lie-targets set forth ja paragraphs. 1 and 4 of tus.

Artiele V...
5, Theworkof devéloping ideas Tor improving operating performance and reducing costs to achieve the.
target savings-will be done by joint iabor: management fask-forces otprised Sfunion i¢presentatives,
cmiployess, and rélevant-to-the-task-st-hnd manageRient froin'a cross-5etion of functions‘and levels:
jnthe'organizafion. . _ , . L
a. The number of joint.task forces will be determined by The-Toint Leadership Conmitice. based on
the range-of subjects, processes, and.ateas faxgeled for impravement-and'savings. ‘The
argasizationand scheduiling.of the task forces will be subjéct:to eetitig the needs of the
business and requires themitial agreement of tie:parlies. . N

¥ MembErship for ¢ach task forfe will consist of .40 10 mémbers, indludifig Jabor and
Dahagenent. , . i . o

¢; Al lesst:50 percent of the members of each task force will b labar represéntatives or bargaining
unit members.

4. Members.of the task forces wiil be sélected by iherespective parties in consultation with each
ofhier &nid the independent, fird paity. facilitator, but the ufiiohs Will scledt the metmbersifrom
latior.and inanagefient will select its diembers. At least one labpr member oh each task force
ywill be amnionoffigial, ,

&  The Joint Leadership Commitiee will charter each ask:foree with:

1. ‘Scope ofwork;
2. Perlobmance objective;
3. Timelable;

4. Pamameters, ‘ :

f - Taskforcemembers will be paid according to nomral contractual terms:and scheduled
accordingly;

£ Allreasonible ideaswill be thoroitglily analyzéd and-éxplored.

L Alltaskforcé iéetings and the analyses of cach of (he'task forces will be hdtoughly
documenited and the mingites, dawa, fiip chart records will be wecorded and preservéd. Bach tisk
force will be provided with-a resource to document the proceedings, Summary minutes of the
proceedings of each task force npon approval by the Joint Leadership Commiltee will be
dissésuinated across FairPoint and its unions. 7

i.  Eachfask force will develop recommendationsaiid propose implementation.plans which-will be
submitted to the Joint Leadership. Feam for approval within the timéfratnes gutlined within this
agregment ) ) .

3. Eachtask force will be facilitated and advised by an independent; third party mutually agreed,
upon by both parties.
8. Thé joind operating perforinance savings process will gontinae operating for the Hfe of the existing

Coliective Bargaining Agreéments, even after exceeding the targets sef in this Ageesiiént with iie
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phjeciives of ﬁi'rther-imprdv};ng‘opcra{ih'g‘_pecforma;ixcﬂei improving theé gompetitiveness of thie
Company, and creating a collaboralive, high engagentent culture within the Company.

VL DURATION

Sulsject do the changes reflected it this MOU, the:paties' Collective Bargaiaing Agrecinents, iicluding alt
MGUs, MOAs and Lettérs of Agteenienit attached to-or related to such aprecnients, execited by and
Belween thie Unions and the Company. (or its piedecessors) (colieatively, thie“Collective Bargairing
Agteement”) shall remain in-full force and effect, until 11:59 p.m. on August 2, 2014, andany action
required o be performed exch year pursuant-{o the Collective Bargaining Agreeriient shiall bg perfornied

until 1159 p.m,-on August2, 2014

vit ~ CONDITIONS

f. Upoh {he Efféstive Datg, the Cotiipany unconditionally waives any right to.seck relfef'in ary form pursuant
1o Section 1113 of the Bankruptcy Code and-acknowledges that ikis:agreement provides those: ficcessary
modifications ih employee bepéfits and protections thal are necessary to pérmi rebtganization of thethe
Company, The Company will acively oppose atly mofion filed by any’ othier pasty secking relief in any
foitiy pursiint to Section 1113

2. Foliowing membership ratification, this MOT will be submitted for revies and approval te:ithe Barkrupicy
Courtfor the Southern District of New Yoik:(the “Bankiubicy Court”) i which the'Company™
tasg (09-16333) js cintvently pending, This il bcome éffective; Tival and bin ¥om
Comparly ahd the Tintons; Lo the fate

nal (the “Fifective.Date”). Orice it becomes effective, this MOU ywill contirige:
subject torthe duration clause of the Agreetnents as'modi

| v Article VL of this MOUJ. Ifthis MOU
does not become effective and binding in accordancewith.ilis paragraph, then this MOU will bénull aml
voith and héitherthis MOU, nar.dny discussions-conceriing s MO will be sited or réferred 1o in any
jiidicial, bankniptey, administiative or arbitfation proceedinig.

3. - Any Plaj)of Reorganizativ proposed or suppgried
by the Comypany of this MOU. The: Unfons shall sipport e
‘confirin 4 plan. of reorganization with-all vested parties, ng:dhe P it
in‘Maine, New Hampshire; and Vermong; so. long as the texni thiereol aré not-inconsisteit: with.
s MO orthe Collective Bargaining Agi‘egm_e_'i_l't‘s_,_ﬂsheréih revised.

4. ‘The parties hereto cach, reserve nil rights Wik espect to thie proper jurisdiction(s) fo resolve
disputes, if any, arisingunder orrelated to this MOU.

5. Ugioit the Efective Date, the Compariy and the Union inunediately release each ofher from:any and:all
clairns, as that term is defined in Section 101(3) of this Hankruiptoy Code, ‘aristng piiof to the Efféciive Date,
and shall take all necessary steps to-withdraw, discontinie, of diginiiss o canse Méwithdmwal
discontinuance or dismissal of any-civil pharges, complainis, suits or'proceedings ot pendig atany
siage, In state or federal court, orany administrafive orregilaloty body, Staleior Federal, whith have arisén
prior 10 the Bffective Date. Mothing i this paragraph. 5 shll be deented fo walve:any priovances andfor
arbiirations filed prior to-the signing of this MOU vihiich ate pehting pursnant lo the existifig Collective
Bargaining Agreement

VL PENSION LUMP SUM CASHOUT.
The provisions for lump suni payout of the pension plan shall be amended as follows:

L. A associate who separatés fromi service during fhe.periods November 1, 2004 to August 2, 2008,
and January 1, 2009 to Decenber 31, 2011, and January 1, 2013 to August 2, 2014, and only during those
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periods, with eligibility Tor a vested pension or 2 gérvice pension, shall be-eligible'toreceive bis orler
vested or sértice pension under the Pengion Planasa fotak fump-sum-cashont: Tl-‘hc_.i_e,gns;qf the cashout
‘prograirs during the périods November 1,.2004 to August 2; 2008, and Janvary 1, 2009 toDecember 31,
2011, and January 1, 2013 to August 2, 2014 shall be the same asthe terms.of the cashont program sel forih
il the-2000 MOU, except that.

@)  Theeashout programs shall provide for payment of a lump:sum cishoiit ofa
commencement date elected by tie associate that gocurs oR or after the date-the associate’s writlen request
is'teceived by the Pension Plan administrator.and that is either!

L the day. following the associate's separation from service; or
i, ihe firsl day of any-mosith following separation froni service:
) The calculation of a himp:sua cishiout for 4n eligible associate wlio separales from

service osi.or before August 2, 2014, shall be based on.the Jargest of the amounts.defermined by the faclors
set forth in the Pensisn Plan on-Aptil 1, 2008, for the cashout trials inthe 2000 MOU, n.addition 14 any
legal'ly-mandated inferest rate arid mortality table-set forth inséciion 417 (&):of ihg Tutetns] Revenine Coda:

(© If tlie 30:5eat Treasury Bond rateceases to be published bifore August 2, 20{4'the
parties wilt establish a joint committes which will review the historic relationship between thie interest fates

om30-yeat Freasury Bonds-and the inferest rates:on AAA Gorporate Bonds and will agree-on a factor
which when applied to historic AAA Corporate Bond rates produces ari-nteresi-tate. equal to the hisforic
30-year Trensury Bond raie. “This rite will be tiadeé ayailablé-as anotlicr Calght
cashionis wiider (e Penisici Pan following the Tast publication daié for thie-30<yeat Treasuty Bond zate. Fos
{his purpose, "historic” rates shall b equal to the average rates gyerthe 3-yeat periotl ihat ends six.months
before the Jast date onwiiich the TS Treasvry Departinent publishes the:30:year TyeasuryBond xate,
(Example: If historic 30-year Treasury Bond riles equal 6% and historic AAA Corporale Bond rates.equal
8%, then the factor wovld be 75%: Thetiew standard for-calculatinga lumprsumwould.be 075 times the
AAA Corporats Bond ate in efféct on ihe lump-siifm ¢ommencéinent date.)

(@ Ansssociate who separates from Service on or affer @ctober 1, 2003; and on or before
November- 30, 2003, and who slects to receive:his vosted or service pensiorras a tofal lumnp-susm cashout
stiall Teceive:a Hump suin-edqual to the greater of (i) the Tumip-sum. cashout. déterminéd based on the PBGC of
GATTbasis (whichevet is inore fayorable) applicd to determine limp syrms paid virds the Pension Plan o
associates separating foni service during the third yuarer'of 2003 o (if) € Tuimp-stif cashout deteriniied
under the'terms of the Pension Plari in effect on fhe associatels commericerient date;

€  Intheevent of asurplus declaralion duriig 2 period when the-Juip sutecashi out.
s suspended, the suspelision wiilbe lifted for 4 60-day period.

2, I an dssogiate dies diring-employinesit o or after Jaiiiiry1, 2012, and on-or bifore
December.31, 2012, and after becoming vested urider tie Pensioi Plan, the associate’s beneficiary for
{he pre-retirement deatli benefif under the Pénsion Plan shail be cligible:to:receive paymentof the death.
benefit as 4 fofal lump-giim cashout. Ta.addition, the pie-retirement deathibenefit paid'to such beneficiary
shiall eqjiial the vger of (a) the lunip-suit cashout: dhat would have been phaid (0 e associate if ho orshe
hiad separated frofir servige on iie.date of death and clected to feécefve paymenit on the betieficiary's

commencenién! date {or, if the beneficiary s a spouse-who efects an annnify, the actuaifal equiirale}it of that

fump sum in the form of'a single Jife annuity), or (b) the pre-retircment deathbeneht otherwise payable fo
sticl beneficiary under the Pension Plan.

3. If an assaciate separates from service during employmeriton. or-after-Fanuary 1, 2012,
and on or before December 31, 2012 and after hecoming vested vinder the Pefision Plan, dire 1o his o hier
exhaustion of 52 weeks of sickness disability berefits and is eligible for a-vestet! pension of a seivice.
pensior utider the Pensian Phay, the associate shall be gligibleto receive his or her vesied pession of
sérvice pension (buit itoL:a disability. pension) as a total lump-$um cashout.

CHARLOTTE:23372v1 g
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1. For a1 cashout-cligible waociae who fos separgal o wrvive hefure deatly:

[} T death vecnss while ghe wasociate fus s e et valid elections {with spotisal conraens &

Fecive o BRI SOML casdient front ihe Peusion £6n aud Befure Mie vomaiement skae specliied e

cloctin, the aasackiles reneficiary For the pre-reti
3 death beaelis eqgat 1o 1he T
G aor e Dl < v s te clected vommeoce et dake. v Gy the pre-tetioment desth beneli

able 1 el benetiviay wgder the Pensiog lan.

olliersyise

hy 1 dealy covtirs 11 betize the aasoctate makes & vatid clelion fo commence payiient of
Bis or Her vested of service pension (n any Tt under the Peusiog Plim or (i) while the sastwlate bas in

cHel s alid ddection o receive paymett of e or hee veated o seryive peasion in a form of paymeat ulber

Hian i Bonp-sim cashout and before e commencement date specified i such election, the assovaies

Fenedictary for i pre-reparcmet conih Fepers under the Peasion Ian <hall poceive a deth besetit vguak {o
e, larer of 113 1l Tusip-suin cashout thit ol v been paid 4o te aeaoching i he orshe il elected 10

goceive prymuent s e reneiciarg'y comme et e ror, i the benetictary B i pouse who elects an
antsLy. B acluarit eqivahan b thal famp s i e Ko oF s hnghe e nommily oo (113 the pre-

ceneat dealh benefis wder the Pension Plan sfall secebe
Faf {ir e bespe s cashout gt waostd Tave beeys paid Lo the assoviare 3

setireruent destth Benefat sthersise payable f such heneticiury ander the Pemsion Pl

Tentatively Agreed s this Est day of Fehruary, JOHE
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4, Ford cashout-sligible assugiate who hag separated from service liefore death:

(a) If'deathi decurs wyhilé the associate iag in effect a valid eléction (with. ‘spousal- consent) 6
reteive a lump-sum cashout froe the Penision Plan and before the commencement date. spf:clﬁed in siigh
election, the-associate’s beneficiary for thie pre-vetiieiernt death benefit uiidei the Peision Blan shall feceive-
& deathi t enefi t eq I'to the Jarger of (i) th luriip-sum cashout that would have beern paid to-thé-associate if
hicliad infil the efecied commencament date, off (11) the pre-retirgmen deatli benefit
otherwise payab[e 1o :,uch beneficiary under the Perision Pl

(by ‘it death oocurs:(i) before the associateanikes a valid election to comnirence payment ¢ of
his or’her vested orsetvice peiision (imany f‘mm) under thie Pension Plaor (i) w]nle the gsdodiate hasin
effecta-valid election 1o ieceive payment oFhis or her vested of' sérvice pension in'a form of payment other
than4 lump sunt eashioutand before the comitiencement date spec;f ed.in § ction; the ¢ tES
benshciary for tie pre-retitement deatl benefit undel thie: Pensmn Plan sha 7
he larger of (1) the lunipssuir cashout that:would have been: patd-to thie ass )
receive payment on:the beneficiary's commeneement date {or; if thie bene: faty is & _'ouse W 10 e!ccts ati
amity, the actuarial equivalent of thal lump sutn in the form of a: smgle'hfe annuity), or (11) the prs-
“refirement death benefif ofhierwise payableto such beneficiary: under the Pension Plag,

Tentatively Apreed to'this 15t day 6F Febiuary, 2010.

FOR. THE IREW

Pete McLaughhn

System Ceuncﬂ T
Buginess Mafaget — Local 2327

Glenm: Brackett FOR THE CWA
Busingss Manager - Local 2320

- _ - David Palmer 7
Mike Spiltdne 7 CWA Internatioral Representative:
Business Manager-Tocal 2326

Ddh Trémentozzi
President — CWA Local 1400
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New Warranis Term Sheet
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Term Sheet Regarding Reorganized FairPoint Warrants
to be issued
Under the Plan of Reorgapization

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

Initial Holders Holders of alj 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 Warrants.

Exercise Price per Warrant Exercisable at a strike price equal to (a) (i) $2.3 billion minus (i)
the outstanding debt of Reorganized FairPoint at the Effective Date
plus (iif) 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 resirictions 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 enfers into a
transaction in exchange for their Warrants constituting (1) a

[Exhibit C to FairPoint Plan of Reorganization]
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consolidation or merger in which its New Common Stock is
exchanged for securities of another entity, (ii) a reclassification of
its New Comrmon Stock into securities other than New Common
Stock or (iif) 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 Bankruptey
Code.

[Exhibit C to FairPoint Plan of Reorganization]

0097




Exhibit D

MPUC Regulatory Settlement
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Execution Version for all Regulatory Parties, including the OPA and FalrPoint

Post Filing Regulatory Settlement - Maine

This Regulatory Settlement (the “Regulatory Seftlement’) 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 Bankruptey Court, Southern District of-dew Yotk (the ™
Bankruptcy Cout!”} entered on January 20, 2010 (the “Order”) and subject o the terms of such Qrder (the
"Representative”}, the Maine Office of the Public Advocate (the “OPA”) (the Representative and the GPA
being referred to jointly herein as the “Regulatory Parties”), and FairPoint Communications, Inc. and
Narthern New England Telephone Operations LLC, d/bfa FairPoint Communications-NNE ("FairPoint’),
together with the Regulatory Parties (the "Parlies”) in connection with the mediation ordered by the
Bankruptcy Court, and which shall also apply in any change of control proceeding related to FairPoint's
emergence from Chapter 11. This Regulatory Setttement is subject to and qualified by the Order,
Without limiting the effect of that Order, the Representative only has authority fo recommend matters for
approval by the Commission, after notice and a hearing before the Commission in accordance with Maine
law. Whenever this Regulatory Settlement states or indicates that the Representative agrees with and/for
will recommend a particular proposal, or words to that effect or of simiflarimport, such lerms will not imply
any greater authority in the Representative and all such ferms shall mean only that the Representative
will recornmend a term or condition for approval and no such agreement and/or recommendation shall
bind (a) the Comission or (b) the advisory staff of the Commission. i

1. Process lssues!

1.1. The Regulatory Parties will request that the Commission approve the terms set forth in this
Regulatery Settiement with FairPoint, as discussed more fully below. FairPoint and the
Regulatory Parties (collectively, “the Parfies") agree that the Regulatory Settlement will be
implemented through FairPeint's Chapter 11 Recrganization Pian (the "Plan”) and through
appropriate proceedings before the Cornimission, inchuding, without limitation, any change of
control proceeding. FairPoint acknowledges that a change of controf proceeding witl be filed
with the Commissfon in conjunction with the application te approve this Regutatory
Setlement. The Plan shall not alter or modify the terms of the Regulatory Setflement. The
Parties agree further that the terms set forth in this Regulatory Settiement shall be the only
terms solight by the Parlies with respect to one another with respect to the Plan and its
confirmation and any change of controf or other appropriate proceeding and that such terms
shall be binding on the Parties (subject o the reservations of rights set forth in Section 1.5),
only once the terms of this Regulatory Settlement are approved by the Commissien and upon
the Effective Date of the Plan {as therein defined).

1.2. The Regulatory Parties shall recommend that all regulatory approvals that will be requested
of the Commission in connection with the Plan will be processed by the Commission
conternporaneously with the Bankruptcy Court’s consideration of the Plan and will be granted
by the Commission substantially contemporaneous with (ar in advance of) the Bankruptcy
Court's confirmation of the Plan or such later date as may be agreed fo by FairPoint and the
Regulatory Parties. The Parties shall request and recommend that slich approvals
incorporate the terms of this Regulatory Setiflement 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 Regutatory Seftlement. Subject to the right of the Parties under
Secticn 1.4, the Parties shall not request that the Bankruptoy Court incorporate any ;
provisions in the confirmation order that alter or madify the Regulatory Settiement, except

" upori the express written consent of all of the Parties, which consent shall not be
unreasanably withheld, The requested approval will include approval for the change of control
conternplated by the Plan which will occur on the Effective Date of the Plan.

1.3. The Regulatory Parties will file a proposed procedural schedute for Commission approval.
This procedural schedule shall recommend that any change of control and Regulatory

16404755 oo
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Settlerent approval proceeding be conciuded and be ripe for a Cornmission decision no {ater
than 90 days from the dale an application seeking approval of such change of control and
Regulatory Settlement is fifed, and such procedural schedule shall include the provision of
notice of the proceedings in accordance with the rules of the Cornmission.

1.4, The terms of this Regulatory Settlement may be volded, at the option of any Parly, if the
Gommission has not issued a fina! order approving the Regulatory Seftlement 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 ali required documents, exhibits, testimony and other supporting evidence,
provided that neither the OPA nor the Representative shall be required to prepare or present
testimony, exhibits or other evidence, the Parties acknowledging that the OPA and the
Representative may meet any obligations under this subparagraph by filing a brief or report
with the Commission recommending approval of the Regulatory Settlement and the change
of controt provided for in the Plan, which brief or repart shall be included in the record of the
proceedings.

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

The Commission, through its Bankruptcy Counsel's signing of this Regulatory Setilement,
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 Bankruptcy Court in which FairPoint
would seek a ruling from the Bankruptcy Court that any such Commission approval or
Commission proceeding is pre-empted by the Bankruptcy Code, and that (i} the Regulatory
Parties andfor the Commlssion participating in any proceeding before the Bankrupfcy 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 andfor the Commission in any subsequent
proceeding before the Bankruptey Court or that the Regulatary Parties andfor the
Commission submitted o the Bankruptey Court's jurisdiction and that any action by the
Regulatory Parties andfor the Commission is pre-empted by the Bankruptcy Code.

1.8. The Regulatory Parties will recommend, I requested by FairPoint, that any matters before the
Commission to which FairPoint is a party and that are the subject of the terms and conditions of
this Regulatory Settlement be temporarily suspended or adjourned pending the Commission’s
consideration of the approval of the Regulatory Setflement and ihe change of control provided
for under the Plan.

Issues Related fo 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
stiputations approved thereby andlor incorporated therein (collectively the "2008 Merger Crder"),
except as the terms and conditions of the Merger Order are expressly modified by this Regulatery
Settiement, provided, however, that with respect to reimbursement claims of third parties arising
under the Merger Order, the Regulatory Parties will recommend that this Regulatory Settiement
shall not affect the status of such claims under applicable bankruptey law. For the aveidance 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 Settiement and its accompanying change of control
proceeding.

2 1 The Commission and FairPoint agree to prepare and submit, and Bank of America, NA, as
agent for the senior lenders (the “Agent’) shaii consent to, a joint consent order to the
Bankruptey Court which provides for implementation of the Service Quality Index ("SQ1 ")
rebates for the 2008-2009 SQI year, effective for bills issued on or after March 1, 2010 overa
twelve {12) month period. Howaver, if the Commission does not grani 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/or provides for reversal or resclssion of the rebates for the 2008-
2008 SQ! year, then any rebales actually implemented by FairPoint pursuant to this provision
shall be credited by FairPolng, dollar for dollar, against any subsequent 3SQl payments that are
required to be paid by FairPoint, starting with the first invoices issued after the date of entry of
the injunction by the Bankruptcy Court even if an appeal is taken by the Commission or any
other party. :

At the Injunction Hearing, the Commission and FairPoint may raise any legal or factual
arguments in favor of, or in opposition to, such an injunction; provided, however, that the
Commissicn will not raise the argument at the Injunction Hearing that the injunction should not
isstte because the claim, if any, represented by the rebates is otherwise payable at a specified
percentage distribution provided under the Plan. Nothing herein shall be construed as an
admission by FairPoint, the Commission or the Agent as to the status of the rebates as a matter
of applicable law or as a waiver of any claims or defenses. All appeliate rights of FairPoint and
the Commission are preserved, including as to any injunction entered as a resuit 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 SQI 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 fo be treated as an adminisirative expense.

The Parlies agree that in effectuating any required SQI rebates in the form of bifl 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 shalt be a separate line iterm on the customer's
nill or invoice next to the amount credited stating “Service Quality Rebate.” Other than the
¢change in the legend described in the preceding sentence, and subjest to the possible offsel(s)
described above, rebates for the 2009-2010 SQI year and any SQ rebates for subseguent
periods shall be implemented in strict accordance with the Merger Order, the AFOR Order' and
all refevant rutes and orders of the Commission existing as of the date of this Reguiatory
Settiernent. The Parties agree however that afier the Effective Date, FairPoint may apply to the
Commission for a waiver of or modification to such obligations.

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

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

‘1 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 Reguiatory 5
Parties will seek any form of price cap for broadband related services other than the provision i
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. I FairPoint
fails to achieve B3% 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. i 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. Unéil FairPoint achieves all of the requirements of this paragraph,
FairPoint shall file quarterly reports with the Commission regarding its broadband buildout
acflvilies 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 Compnission in
writing of its determination that all of the requirements in this paragraph have been met.
Nothing herein shall prejudice the Comrmission with respect to a challenge to such
determination and the Comrission may, in its discretion, conduct proceedings to determine if,
in fact, stch requirements have been met,

2.5, FairPoint will have the option to resell terrestrial {non-satelfite) based service providers’
broadband setvice offerings to fulfill its broadband build out andfor service requirements as
contained in the 2008 Merger Order, as herein modified, for the broadband buiidout
requirements beyond 85% provided that {&) the build out and/or services meet or exceed all
requirements of the 2008 Merger Order as hersin modified; {(b) the resold setvices are
purchased through and setviced by FaitPoint; and {c} the Commission Staff, on delegated
authority, approves he service provider(s} selected by FairPoint. The Commission Staff's
approval process shall require that, upon writien 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
writlen submission by FairPoint, the selection by FairPoint shall automatically be approved.

3. The Representative will recommend that the Commission find that the financial conditions sef forth in
the Merger Order have been replaced by the terms of this Regulatory Settiement, satisfied, or have
heen otherwise rendered moot due to the deleveraging achieved through the Chapter 11 process.
The Regulatory Parties will recommend that the Commission not impose affirmalive or negative
financial cavenants in addition to those imposed in any loan or credit agreements or related
documents executed by FairPoint in connection with the Plan, provided that such agreements are
supplied to the Commission upon execution, as well as any subsequent amendments to such
agreements or related documents. The Representative will recommend that such financial covenants
not be considered separate financial covenants enforceable as such by the Commission, provided,
however, that nothing herein shall fimit the Commission's ability to investigate, at any time, the
financia! 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 Coramission, subject to a
protective order reasonably acceptable fo FairPoint to be entered in the change of control
procaeding, of any substantive defaults under such loan or credit agreements, which defaults have
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not heen cured within any cure.pevied provided under such agreements or waivad by the applicable
{ender,

4, . Miiscellaneous Matters

41, FairPoint agrees fo continue its search for a Chief Information Officer with a goal of having a
Chigf information Officer in place by June 30, 2016.

4.2, The Plan shall provide for the appointment of a new Board of Directors for reorganized FairPoint
consisting of a supermajority of newly appointed independent directors. The Plan shall further
provide that the new Board of Directors will appoint a “regulatory sub-comimitteg” (the
"Regulatory Sub-Committes”) 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 available to
voluntartly speak or meet with the Regulatory Parties at their reasonable request as appropriate
and lawful. :

4.3. Subject {o 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 Regufatory Parties, their
counsel and their financial advisors who have signed a confidentiality agreement with the
Company's four-year business plan and supporting material that has been provided to major
constituencies and parties-in-interest to the 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 lo 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 Settlement, which review by the OPA shall
be completed within thiry {45) days of the date hereof,

4.4. Upon the Effective Date of the Plan, FairPoint shall reimburse the Commission and the Maine. §
Gifice of the Public Advocate for all of its actual reasonable out-of-pocket expenses and costs In 9}
connaction 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 o approve the Regulatory Seltiement and change in control provided under the
Plan; plus any other direct costs reimbursable by FairPoint under applicable Maine law.

4.5, Atieast one board member of the revised FairPoint board wilt reside in a norihern New England
state.

4.6. FairPoint shall not agree to or acceptany term in a proposed seftlement with the Staff of the
New Hampshire Public Utilities Commission, the New Hampshire Office of Consumer Advocate,
or the Vermont Department of Public Service pertaining to the Plan or, if applicable, to any
related approval for a change in control without offering the same term fo the Regutatory Parties
and/or 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
Regulatory Parties in the event that such term(s) represent a materfal difference in the benefils
of this Regulatory Settlement, an one hand, and the Regulatory Seltfement effectuated in the
jurisdiction of New Hampshire or Vermont (as the case may be}, on the other hand, considering
each such Regutatory Settlement in the aggregate. If FairPoint enters into a voluntary
amendment ic the Vermont or New Hampshire Regulatory Seftlements, FairPoint will within one
(1) business day provide a copy of the signed amendment to the Regulatory Parties.

1640473.5 5
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4.7.

4.8.

Any management bonuses shall 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 established, FairPoint shall disclose such service metrics to the OPA
and the Commission.

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

This Regulatory Settlement has been duly executed as of this th day of February 2010.

16404755

FAIRPOINT COMMUNICATIONS, INC,
NORTHERN NEW ENGLAND TELEPHONE

OPERATIONS LLC

By C‘% B
Peter G. Nixon
President

Amy Spelke, Representative of the Maine Public
Utilities Commission

Robert 5. Keach, on behalf of the Malne 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.

4.8.

Any management bonuses shall be based on a combination of EBITDAR (EBITDA plus
restructuring costs) and service metrics and the weighting for each of fhese categorles shall be
computed and clearly stated for the incentive and bonus plans for each individeal and for ihe
company in fotal. Once established, FairPeint shall disclose such service metrics to the OPA
and the Commission. '

Subject to the terms set forth herein, the signatories agres to suppert this.Regulalory Sslllement
and not to'take any action in any forum or jurisdiction that would confradict or diverge from the
terms set forth in this Regulafory Settiemant for so long as this Regulatory Settlement is in
force, urless the Regulaiory Settlement is voided under Sectlon 1.4 hereof or if any Party
withdraws under Sectien 1.5. .

This Regulatory Selllement has been duly executed as of this 9th day of February 2610,

1640475.5

FAIRPOINT COMMUNICATIONS, INC.
NORTHERN NEW ENGLAND TELEPHGNEE
OPERATIONS LLC

By,

Peter 5. Nixon ..
Prasident ‘

vor, Wi dlie

Amy Spsiks/ Reprasdutative of the Malne Public

Utilitje§ C isslon
N ﬂ / ' -

Robert ¥, n({:/h on behalf of the Maine Public
Utilities C ission and only with respect to the
resarvation of rights set forth in Saction 1.5, as
specified In such Section 1.5
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MAINE /og% (;?E P’ﬁuc ADVOGATE
A

Name:. IIGHARD “hATIES Y

Title: P UARLIC ADVOCATE

TER- 10,3000
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Post Eiling Regulatory Setilement - New Hampshire

1. Process issues

1.1. 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, “FairPoint”) (collectively, FairPoint and the Staff Advocates are “the Parties”) wilt
reguest that the New Hampshire Public Utifities Commission {the “Commission”} approve this
settlement with FairPoint, as discussed mare fully below {the “Regulatory Settlement”). The
Parties agree that the Regulatory Settlement will be implemented either under (i} FalrPoint'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 settlement which is approved in
connection with the Plan and which is incorporated into the order confirming such Plan ({i) or
(it} being referred to as the “Plan”), which will be filed by February 8, 2010, ot 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 upon the
Effective Date of the Plan. ’

1.2. The Parties will request that the Commission issue all regulatory approvals that will be
requested in connection with the Reorganization Plan, znd that those approvals be granted
by the Commission contemporaneously with (or in advance of} the Bankruptey Coust’s
Confirmation of the Reorganization Plan or such later date as may be agreed to by FairPoint
and the Staff Advocates. Such approvals shall incorporate the terms of this Regulatory
Settiement and wilt 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 fifed within one (1) business day thereafter
electranically with the Commission with the necessary paper copies to be filed with the
Commission within two (2 business days thereafter,

1.3. In furtherance of Commission approval of this Regulatory Settlement and any change in
control, the Staff Advocates will file, within three (3} days of FairPaint’s filing with the
Commission of a complete application, a proposed procedural schedule for Commission
consideration of thit Regulatory Settlement and {if applicabié} the request for approval of
change of control. This procedural schedule shall propose that any transfer of control
proceeding be concluded and be ripe for a Commission decision no later than 90 days from
the date a complete application seeking approval of such transfer of control and this
Regulatory Settlement is filed. The Staff Advocates shall provide a copy of the proposed
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procedural schedule to FairPoint in advance of filing and shall consult with FairPoint with
respect to the final proposed procedural schedule. ’

1.4. 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 approvat proceeding before the Commission, including in the preparation and timely filing
of all required documents, exhibits, testimony and other supporting evidence. [f the
Commission has approved the Regulatory Settlement and change in control, subject to the
Plan being subsequently confirmed, neither party may void the terms of the Regulatory
Settlement or any approval of the change in control.

1.5. FairPoint or the Staff Advocates may withdraw from any proceeding seeking Commission
approval of this Regulatory Settlement or change of control without prejudice if Commission
approval has not been obtained within the time frame provided for in Section 1.4, The
Parties agree that {i} FairPoint’s commencing or participating in any proceeding befare the
Commission will not be used in any way as an argumernt against FairPoint in any proceeding
before the Bankruptey Court in which FairPoint would seek a ruling from the Bankruptcy
Court that any such Commissian 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
settlernent or approval of the Plan, will not be used in any way as an argisment 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 Bankruptey
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 approvat
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 controk,

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

. accordance with Paragraph 1.5 prior to Commission approval, or {if) the Effective Date of the
Plan. :

2. Issues Related to New Hampshire Merger Conditions. FairPoint will meet the broadhand build out
requirements, the capital investment requirements, and the 50 servite 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. 50! Penaiié¥for the 2009 year will be deferred until December 31, 2010. For the avoitance
of doubt, the Parties agree that FairPoint has accrued $6,000,000 in SQU Plan penalties for
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FairPoint’s fiscal year ended December 31, 2009. If FairPoint meets the service quality
objectives for each performance area specified in Attachment 1 and as averaged over 12
calendar months ending on December 31, 2010, then 501 Plan penalties for 2003 will be
waived. If FairPoint meets the service objectives for some but not all of these performance
areas as specified above, 2009 SQI Plan penalties will be reduced by 20 percent for each
performance area specified in Attachment 1 for which FairPoint achieves the service objective
averaged over 12 calendat months ending on December 31, 2010,

2.3. FairPoint shall adhere to all SQI metrics during the 2010 year and all subsequent years, and
FairPoint shall pay any SQ! penaities which may become due and payable related to FairPoint’s
failure to meet such metrics during 2010 and all subsegquent years.

33 The EairPoint Quality of Service Commitment in Exhibit 3 attached to the 2008 Settlement
}-\gn:enmemt1 will be amended as follows: (a) reference to DSL will be removed from Section
3.2; and (b} Section 4 will be clarified so that the New Hampshire penalty structure will be
calculated as it is in Maine, using the percentage “not met” formulation. For purposes of
clarity, identical service quality performance in New Hampshire and Maine will accrue
eguivalent penalties for each corresponding period. Notwithstanding anything in this Sectlon
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. Atthe end of the five (5} year basic exchange retail rate stay-out period (as
set forth within Section 8.1 of the 2008 Settlement Agreement), FairPoint shall be entitled to
petition the Commission for a reduction in Service Quality penaities and revisions to the
Service Quality standards. i

2.4. FairPoint's pricing obligations relating to stand-atone DSL services will terminate on
April 1, 2011, but FairPoint will continue to pravide stand-alone DSL service and FairPoint 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 $16.5 million is
necessary to achieve 95% availabiity.

25.2 FairPoint will adhere to the broadband coverage percentages and the minimum capital
commitment ($285.4 million) resulting from the 2008 Order, pravided 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.

7.5.3 FairPoint may count, and therefore reduce, its other expenditure commitment of $565M
(“OEC") by (1) amounts of up to $10.5 million to the extent such amounts exceed 556.4
million to achieve 95% broadband avaitability and are actually expended; and {2) $4.5 mitlion
of capital expenditures already expended in excess of amounts estimated to develop the next

! gap Settlement Agreement filed with the Commisslen January 23, 2008 {the “2008 Settlement Agreement”),
incorparated by reference and approved by Order Approving Settlement Agreement with Conditions, Order No.
24,823, dated February 25, 2008, as subsequently amended (the "2008 Order”).
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2.54,

255

2.6

2.7

generation network. For the avoidance of doubt, and subject to verification through a
reconciliation of FairPoint’s NH 2008 capital expenditures to the consolidated capital
expenditures in its 2003 audited financial statements, aggregate capital expenditures of
$157.6 million have been spent by FairPoint through Decernber 31, 2009, against the
minimum capital commitment of $285.4 million.

$10 miftion of the OEC shall be reallacated to and spent on recurring maintenance capitat
expenditures on or before March 31, 2013, resulting in a dollar for dollar reduction to the
OEC and an Increase in the minimum capital commitment o $295.4 million.

FairPoint shall have from Aptil 1, 2010 to March 31, 2015 to meet the remaining balance of
the OEC (e.g. $40 milfion if the full $10.5 milfion referred to in Paragraph 2.5.3 is spent},
which shall be spent on “networlk enhancing activities” identified in Attachment 2, which

_include but are not limited to the physical extension of network facilities or coverage,

changes to existing network facilities to improve quality of service {e.g., increase redundancy,
reduce latency), and any network enhancements related to the development and launch of
new products and services. All capital expenditures associated with such network enhancing
activities shall count toward the remaining balance of the OEC set forth in the pravisions of
Section 2 hereof. In addition, for those network enhancing activities set forth in Attachment
2 to this Regulatory Settlement involving Video or TV deployment, FairPoint may count
toward the remaining balance of the OEC all capital expenditures incurred plus operating
costs, consistent with FASB Statement Na. 51, for customer premise equipment, instaliation
labor at customer premises, and IT development solefy 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 broadhand availability
requirements as contained within the 2008 Settlemnent Agreement, provided that the
services meet or exceed alt 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 approval of the Commission for a particular
project{s}, FairPoint shall, within three years of the date of the penalty, invest ar expend
those penalty amounts in FaitPoint’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) shalt be paid to the New Hampshire Telecommunications
Planning and Development Fund in accordance with paragraph 3.9 of the 2008 Settlement
Agreernent and the 2008 Order.

Financial Canditions

31

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

Miscellaneous Matters

4.1.

4.2

4.3.

4.4,

4.5,

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

The Plan shall provide for the appointment of a new Board of Directors for reorganized
FalrPoint consisting of a supermajority of newly appointed independent directors. The Plan
shall further provide that the new Board of Directars will appoint a “regulatory sub-
committee” {the “Regulatory Sub-Committee”) which shali be charged with monitoring
compliance with the 2008 Order, as modified by this Regulatory Settlement, and all other
regulatory matters involving the States of Vermont, New Hampshire and Maine. Either the
Lead Director or the independent Chair of the Board of Directors, at the Company's optian,
<hall 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 o 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 fess 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
set forth herein shall be deemed timely notwithstanding that Bankruptey Court approval may
require additional time.

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

FairPoint shall not agree ta or accept any term in a proposed settlement with the Maine
Public Utilities Commission, the Maine Office of Public Advocate, the Vermont Department of
public Service or the Vermont Public Service Board pertaining to the Plan or, if applicable, to
any related approval for a change in contral 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 ane hand,
and the regulatory settlement effectuated in the jurisdiction of Vermont or Maine {as the
case may be), on the other hand, considering each such Regulatory Settlement in the
aggregate.
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4.6.

4.7.

4.8.

4.8,

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

The Partles agree to support this Regulatory Settlement and the application for a change of
control and not take any action in any case of praoceeding involving FairPoint that would
breach or viclate the terms set forth in this Regulatory Settlement for so long as this
Regulatory Settlement 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). For the aveidance of doubt and for
example purposes only, in the event Fairboint fails to achieve the material requirements of
the 501 Plan metrics or broadband availability reguirements as set forth in this Regulatory
sertlement and FairPoint pays any penaity 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 lean documents,
the “New Credit Agreements”} to contain su bstantially 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 ta Section 1.2 hereof.
The New Credit Agreements will provide that Northern New England Telephone Qperations
LLC {or its successors or assigns, if any) shall not guarantee or otherwise be liable for, nor shall
any of its assets be mortgaged or pledged {excluding only the membership interests of
Telephone Operating Company of Vermont LLC} to secure, the obligations of FairPoint
thereunder.
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This Regulatory Settlement has been duly executed as of this 5th day of February 2010,

EAIRFOINT COMMUMICATIONS, INC. & NORTHERN NEW
ENGLAND TELEPHONE GPERATIONS LLC

By 2 i —

‘Name: Peter G. Nixoh.

Title: President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

By:

Name: F. Anne Ross, Bsq.

Title: General Counsel & Staff Advacate
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This Regulatory Settlement has been duly executed as of this 5th day of February 2010

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

By:

Name: Peter G. Nixon

Title: President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

ﬂL Name: F.Anne Ross, Esq.

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

for Purposes of Waiving 2009 SQI Penalties

5Q;1 Metric 2010 Benchmark
v installstion Appointments Met 90%
9% Installation Service Orders Met within 30 days 95%
Customer Trouble Reports Rate per 100 lines-Network 1.12
% 0OS Troubles Cleared in 24 hours {excluding Sunday) 87%
% Repair Commitments Met 89%
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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 i
" VolP

Carrier Ethernet Services

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

0117




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

This Agreement is enteied into by and between FairPoint Communications, In¢. (together
with its subsidiary Nerthern 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 Hampshirg Public

" Utilities Commission designated purswant 1o RSA 363:32 (the “Staff Advocates”) and
FairPoint entered into a Regulatory Settiement that will be filed with the New Hampshire
Public Utilities Conymission (the “Commission”).

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

WHEREAS, the OCA has feviewed the Regulatory Settlement,

WHEREAS, in consideration of the cemmitments 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 thivd 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 5™ day of February 2010.

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

By: M
Name: Petér G. Nixon :
Title: President

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOQCATE

By:
Name: Meredith A. Hatfield, Esq.
Titie; Consumer Advocale

0118




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

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

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

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

WHEREAS, the OCA has reviewed the Regulatory Seftlement.

WHEREAS, in consideration of the commitments made by FairPoint in the Regulatory
Setflement, the New Hampshire Office of the Consumer Advocate will not oppose the

. Regulatory Seitiement and will not advocate that third parties oppose the Regulatory
Settlement or the relief requested from the Comsmission pursuant to the terms of the
Settlement.

This Agreement has been duly executed as of this 5™ day of February 2010.

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

By:
Name: Peter G. Nixon
Title: President

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

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

VDPS Regulatory Settlement

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

Post Filing Regulatory Settlement - Vermont

1. Process issues:

1.1.The Department of Public Service {“DPS”) will use reasonably practicable efforts to request that
the Public Service Board {the “Board”} approve this settlement with FairPaint Communications,
Inc. and its subsidiary, Telephone Operating Company of Vermant 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
io the order confirming such plan {{i} or {il) being referred to as the “Plan”), which will be filed
by February 8, 2010, or such later date as may be 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 upen the Effective date of the Plan.

1.2.All regulatory approvals by the Board that will be requested in connection with the
* Reorganization Plan will be granted, if at all, by the Board contemporaneausly with {or in

advance of} the Bankruptcy Court's Confirmation of the Reorganization Plan or such [ater date
as may be agreed to by the Parties. Such approvals, if granted, shall Incorporate the terms of
this Regulatary 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 bccur upon the
Effective Date of the Plan. In connection with such approvals, FairPoint agrees to file testimony
with the Board as to its service quality remediation efforts. The Parties reserve the right to
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1.3.

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

address before the Board matters refating to FairPoint’s testimony regarding service guality
remediation, including whether plans for further remediation are appropriate.

In furtherance of Board approval of this Regulafory Settlement, the Parties will file a proposad
procedural schedule for Board approval. This procedural schedute shall propose that any
transfer of controt 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 control is filed.

1.4, Tha terms of this Regulatory Settiement shall be voidable if the Board has not [ssued a final

15

order approving, if applicable, the change of control within 120 calendar days from the date an
application to change control is filed unless otherwise agreed to by the Parties. The Parties
shall use reasonably practicable efforts to cooperate in the approval proceeding before the
Board, including in the preparation and timely filing of all required documents, exhibits,
testimony and other supporting evidence. In the event any material supplement or
amendment to the Plan (an “Amendment”} is filed with the Bankruptcy Court, then such
Amendment shall be simultaneously filed within one (1} business day thereafter electronically
with the Board, with the necessary paper copies to be filed with the Board within two (2)
businass days thereafter.

. ither 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 L.4. The Parties expressly agree that {1}
FairPoint’s commencing or participating in any proceeding before the Board wili not he used in
any way.as an argument against FairPoint in any subsequent proceeding before the Bankruptcy

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

approval or Board proceeding is pre-empted by the Bankruptcy Code, and that {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 hefore the Bankruptey Court
or that DPS submitted to the Bankruptcy Court's jurisdiction and that any action by DPS, the
Board or the State of Vermont is pre-empted by the Bankruptcy Code. 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




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

oppose the Board's jurisdiction with respect to approval of this Regulatory Settlement ora
change In control,

1.6. Because the settlement with FalrPoint will be implemented through the Plan of Reorganization
and the Board’s change of control arder, 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 actordance with Section 1.5 prior to
Board approval, or (ii) the Effective Date of the Plan; provided however that all post-petition
payments due under the PAP shall be brought up to date, and going forward, made on a timely
basis. :

2, Issues Related to Vermont Metger Conditions. FairPoint will meet the broadband build out
requirements, the capital investment requirements, and the SQRP service quality program
reguirements of the 2008 Merger Order and/or the 2008 Settlement Agreement (as each term is
defined in footnote 1%), with the following modifications as set forth below:

2.1. SQRP penalties for the 2008 and 2009 year wili be defarred 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 haseline for the performance
areas included in Attachment 1 hereto, the 2008 and 2009 SORP 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 aflow 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

L #2008 Merger Order” means and refers to the February 15, 2008 ORDER RE: MODIFIED PROPOSAL IN Docket
number 7270. “2008 Settierent Agreement” means and refers to that certain Stipulation Among FairPoint,
Verizon New England Inc. and the DPS, dated January 8, 2008.

0123




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

Regulatory Settlement and shall otherwise comply with all applicable Vermoent state laws and
regulations.

~ 2.3. The broadband milestone penalties contained in the 2008 Merger Order, if any, will not be
enforced prior to June 30, 2011, provided that (a) FairPoint files with the Board, DPS and/for any
ather appropriate regulatory bedy: (i) a broadband permitting and construction plan by May 1,
2030; 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 sat 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 requi'red 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 FaitPoint 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 timaframe indicated in Section 2.3 above; and, with respect to the remaining
59 of lines within those exchanges, FairPoint will deploy broadband fo 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 80
day Interval. FairPolnt agrees to use commercially reasonable efforis to notify customers in
the affected exchianges not served by the 95% coverage requirement of such service
availability, including providing written notice by June 30, 2011, to those customers. Such
notice shall include information about how to request broadband service from FairPoint and
explaln the extended service interval. FairPoint shall file with the DPS by June 30, 2011, an
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CONFIDENTIAL AND SUBJECT TO FRE 408 &
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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 te authorize FairPoint to invest
Federa! High Cost Universat 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 remaote terminals) through projects which may reasonably be expected to
improve network reliability and service quality. FairPoint may expend these funds in those
exchanges which have been identified for 100% broadband availability and, to the extent
permitted under the 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 ot 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’
broadband 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 FalrPoint.

2.7. Nothing in this Regulatory Settlement shall prevent FairPoint from proposing to the DPS or the
Board modifications to the broadband bulld 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 Vermonht.

2 see February 15, 2008 ORDER RE: MODIFIED PROPOSAL IN Docket Number 7270.
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CONFIDENTIAL AND SUBIECT TO FRE 408 &
APPLICABLE STATE PRIVILEGE(S)

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 kroadband speeds,
the closure of additional gaps in broadband availabllity, or some combination thereof.

3, The financial conditions set forth befow 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 hased 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 appointiment 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- commitiee” {the
“Regulatory Sub-Committee”} which shall be charged with monitoring compliance with the

2008 Merger Order, as modified by this Regulatory Settlement, and afl other regulatory matters
involving the States of Vermont, New Hampshire and Malne. Either the Lead Director or the
Independent Chair of the Board of Directors, at the Company’s uptlon, shali be available to
voluntarily speak or meet with the DPS at a mutually convenient time.

0126



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

4.3. Subject to Bankruptey 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 ali 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 Settlement, shall be paid in full on the Effective Date of the Plan.

4.4. At least one hoard member of the revised FairPeint board will reside in a northern New England

state. In addition, FairPoint will maintain a state president who shall provide a senior regulatory
presence in Vermont able to reasonably respond to various future FairPoint based dockets or
regulatory issues relating to telecommunications.

4.5, FairPoint shall not agree to or accept any term in a proposed settlement with the Maine Public

Utilitles Commission, the Mairie Office of Public Advocate, the New Hampshire Consumer
Advocate or the New Hampshire Public Utilities Commission pertaining to the Plan or, if
applicable, to any related approval for a change in control without offering the same term to
the DPS and/or Board in connection with the Regulatory Settiament, a change in control, or
the approval of either by the Board. FairPoint only shall be required to offer such term(s) to
the DPS or the Board in the event that such term{s) represent a material difference in the
benefits of this Regulatory Settlement, on one hand, and the regulatory settlement
effectuated in the jurisdiction of New Hampshire or Maine {as the case may be}, on the other
hand, considering each such Regulatory Settlement in the aggregate.

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

47.

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
far the company in total.

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 avoilance of doubt and for example purposes oaly; in the event
FairPoint fails 1o achieve the material requirements of the SQRP mefrics of broadband
gvailability requireiments as.sét forth in‘this Regulatory Settlement and FairPoint:pays any
penalty related to such failure when due, FairPairt shill be deemed to be in compliance with
this RegulatorySettlement: :

4.8.The signatories agree to support this Reglilatory Settlement and the a‘pgl‘itatigﬁ fora change in
control and fot take any action in any case or proceeding involving FairPéint thatwould bredch
obviolate the terims set forth in this Regulatory Settlement for solong as this Regulatory:
Settlement is in force or until the fegiilatoiy-approvals set forth in Section 1.2 are received.

4.9, Itis4d condition précedent.to ihe\‘R_égu!atQ'ry Settiement that the OPS shall receive and find
acceptable, inits sole but rEdSanéblé-dis.i:’ret_io_n,.t_ﬁe-'bus'iness-pla'n imf:l'ué'iih'g_‘ finaricial
infarriation; projestions-and pi@'_rmjﬁg'assgmptionsrdemons’tratihg Reorganizéd FairPoint’s
ability to meet its obligations under this Regidatory Settlement and.itsifeasibility to operate asa
goirig concern'over the long term.h a manner consistant with Vermont utility régidation., The
DPS must exarcise its rights under this section within 60 days of the date of the finalexecution.
of the Regulatory Settlerment.

THis Regiilatory Settlement Has been duly executed as of this Sth day of February 2010.

FAIRPOINT COMMUNICATIONS, INC. & Telephone.
Operating Company of Mermont LL.C

By:

= 7
Name; Peter G, Nixan,

Title: President

Yermoni Department of Public Service
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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

9% 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

© @ NN W
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Exhibit G

Officer List

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

Vicky L. Weatherwax

[Exhibit G to FairPoint Plan of Reorganization}
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