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THIS IS NOT A SOLICITATION OF ACCEPTANCE OR REJECTION OF THE PLAN.
ACCEPTANCES OR REJECTIONS MAY NOT BE SOLICITED UNTIL A
DISCLOSURE STATEMENT HAS BEEN APPROVED BY THE BANKRUPTCY
COURT. THIS DISCLOSURE STATEMENT IS BEING SUBMITTED FOR
APPROVAL BUT HAS NOT BEEN APPROVED BY THE BANKRUPTCY COURT.

IN THE UNITED STATES BANKRUPTCY COURT

FOR THE SOUTHERN DISTRICT OF NEW YORK
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In re: : Chapter 11

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

Debtors. (Jointly Administered)

SECOND AMENDED DISCLOSURE STATEMENT FOR DEBTORS’ SECOND AMENDED
JOINT PLAN OF REORGANIZATION UNDER CHAPTER 11 OF THE BANKRUPTCY CODE

PAUL, HASTINGS, JANOFSKY & WALKER LLP
75 East 55th Street

New York, New York 10022
Telephone: (212) 318-6000
Facsimile: (212) 319-4090
Attorneys for Debtors and
Debtors-in-Possession

Dated: New York, New York
March 10, 2010
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DISCLAIMER

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

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

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

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

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

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



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

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

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



EXECUTIVE SUMMARY

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

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

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

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

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

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



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

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

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

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

Under the Plan, Prepetition Credit Agreement Clgi@lass 4) (as defined herein) will be
satisfied in full, as follows: (i) by pro ratashare of New Term Loan in the aggregate principal
amount of $1 billion, (ii) by @ro ratashare of the Cash Payment, (iii) bpra rata share of
forty-seven million two hundred forty-one thousdondr hundred thirty-six (47,241,436) shares
of the New Common Stock in Reorganized FairPoinh@ainications (subject to dilution) and
(iv) by apro ratashare of Cash distributable out of the Reservelééined herein)provided,
howevey that if the class of FairPoint Communications émged Claims does not receive a
Distribution under the Plan on account of theiri@kg each holder of a Prepetition Credit
Agreement Claim will receive itsro ratashare of fifty-eight million four hundred eightg+ir



thousand five hundred eighty-seven (58,484,58 Meshaf the New Common Stock (subject to
dilution), as more fully described Bection VI.C.4 (“Summary of Plan of Reorganization—
Treatment of Claims and Equity Interests Under tRéan—Allowed Prepetition Credit
Agreement Claims (Class 4)9f this Disclosure Statement. FairPoint Commuiioces
Unsecured Claims (Class 7) will be satisfied i fulder the Plan, as follows: (i) bypao rata
share of four million two hundred three thousaméehhundred fifty-two (4,203,352) shares of
the New Common Stock in Reorganized FairPoint Comoations (subject to dilution) and (ii)
by apro ratashare of the New Warrants to purchase up to sexéion one hundred sixty-four
thousand eight hundred four (7,164,804) sharekeoNiew Common Stock, as more fully
described irSection VI.D.2 (“Summary of Plan of ReorganizationProvisions Regarding
New Common Stock and New Warrants Distributed Puastito the Plan—New Warrants”)
of this Disclosure Statememtrovided, however, that if the class of FairPoint
Communications Unsecured Claims votes to reject thelan, the members of the Ad Hoc
Committee of Senior Noteholders or its counsel obgs to the Plan, the members of the
Creditors’ Committee or its counsel objects to thdistribution and treatment under the
Plan, or the Indenture Trustee or its counsel objds to the Plan, then the holders of
FairPoint Communications Unsecured Claims will notreceive any Distributions under the
Plan on account of their Claims. The proposed distributions to other creditorsdaseussed in
Section VI.G (“Summary of Plan of Reorganization—Biributions under the Plan”)of this
Disclosure Statement.

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

On February 8, 2010, FairPoint filed its Disclos8tatement for Debtors’ Joint Plan of
Reorganization with the Bankruptcy Court, which wabsequently amended on February 11,
2010 when FairPoint filed its Amended Disclosurat&nent for Debtors’ First Amended Joint
Plan of Reorganization with the Bankruptcy CoutairPoint's Amended Disclosure Statement
for Debtors’ First Amended Joint Plan of Reorgatiarais being amended by this Second
Amended Disclosure Statement for Debtors’ Secon@riaed Joint Plan of Reorganization (as
it may be further amended, the “Disclosure Statdfjen

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



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

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

A. SOLICITATION AND ACCEPTANCE OF PLAN
1. General

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

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

2. Who Is Entitled to Vote

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

3. Ballots

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

4, Inquiries

If you have any questions about the proceduredting your Claim or the packet of
materials you received, please contact BMC Group, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 28880100 or by electronic mail at
fairpoint@bmcgroup.com.

If you wish to obtain an additional copy of the ®l¢his Disclosure Statement or any
exhibits to such documents, at your own expendessmtherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Graup, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 23880100 or by electronic mail at
fairpoint@bmcgroup.com.

B. PLAN OF REORGANIZATION
1. Overview of Plan

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

The Plan reflects a consensual resolution ancesattht among FairPoint and the Lender
Steering Committee regarding the allocation of tgsseFairPoint among the holders of Allowed
Claims. The Plan has the support of FairPointtaed_ender Steering Committee. FairPoint’s
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reorganization is premised upon effecting a sulbistiasteleveraging and strengthening of the
balance sheet of FairPoint through the conversi@substantial portion of FairPoint’s
prepetition indebtedness into New Common StockerBffective Date. Under the Plan, and
subject to dilution from the securities to be igbuader the Long Term Incentive Plan (as
defined herein) and the New Warrants, as applicaleNew Common Stock will be distributed
as follows: (a) each holder of an Allowed Classdptition Credit Agreement Claim will
receive such holder’'s Ratable Proportion of foeyen million two hundred forty-one thousand
four hundred thirty-six (47,241,436) shares of v Common Stock (provided that if the
Class of FairPoint Communications Unsecured Claloes not receive a Distribution under the
Plan with respect to such Claims, each such helereceive its Ratable Proportion of fifty-
eight million four hundred eighty-four thousandditiundred eighty-seven (58,484,587) shares
of the New Common Stock) and (b) each holder oAlimwed Class 7 FairPoint
Communications Unsecured Claim will, if the Clagswuch holder’s votes to accept the Plan and
there are no objections filed as described in 8edi7.2(b) of the Plan, receive its Ratable
Proportion of (i) four million two hundred threeotiisand three hundred fifty-two (4,203,352)
shares of the New Common Stock and (ii) the Newrd/ds. See Section VI.B (“Summary of
Plan of Reorganization—Classification of Claims arfiquity Interests”) and Section VI.D
(“Summary of Plan of Reorganization—Provisions Reging New Common Stock and New
Warrants Distributed Pursuant to the Plan”) Each holder of an Allowed Class 4 Prepetition
Credit Agreement Claim will also receive such hokl®atable Proportion of the New Term
Loan (in the amount of $1 billion) and the CashrRegt. Further, at the option of FairPoint,
either the Allowed Class 3 Other Secured ClaimsbelReinstated and rendered Unimpaired, or
each holder of such a Claim will receive Cash irmarount equal to such Claim (or in lieu of
Cash, the Collateral securing such Claitf8ge Section VI.B (“Summary of Plan of
Reorganization—Classification of Claims and Equitgiterests”). Finally, each holder of an
Allowed Class 5 Legacy Subsidiary Unsecured ClairaroAllowed Class 6 NNE Subsidiary
Unsecured Claim will be paid an amount in Cash egua00% of such holder’s Claim and each
holder of an Allowed Class 8 Convenience Claim tdlpaid an amount in Cash equal to 100%
of such holder’s ClaimSee Section VI.B (“Summary of Plan of Reorganizatie-

Classification of Claims and Equity Interests”)The Plan also contemplates a post-Effective
Date revolving credit facility of up to $75 millidior FairPoint. See Section VI.F.3 (“Summary
of Plan of Reorganization—Means of Implementatiori the Plan—New Term Loan and New
Revolver”)

2. Summary of Classification and Treatment under Rin

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

viii



Class 1

Class 2

Class 3

SUMMARY OF CLASSIFICATION AND TREATMENT

OF CLAIMS AND EQUITY INTERESTS UNDER THE PLAN

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

Claims

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

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

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

Estimated
Percentage
Recovery of
Allowed
Claims
100%

100%

100%



Class 4

Type of
Claim or
Equity
Interest

Allowed
Prepetition
Credit
Agreement
Claims

1

Estimated
Aggregate
Amount of
Allowed
Claims

Treatment

section 1124(2) of the
Bankruptcy Code, (b) each such
holder will receive Cash in an
amount equal to such Claim or (c)
each such holder will receive the
Collateral securing such Claim.
Impaired — entitled to vote; each $2.1
holder of an Allowed Class 4 billion
Prepetition Credit Agreement
Claim will receive (a) on the
Effective Date, such holder’s
Ratable Proportion of the New
Term Loan, (b) on the Effective
Date, such holder’'s Ratable
Proportion of forty-seven million
two hundred forty-one thousand
four hundred thirty-six
(47,241,436) shares of the New
Common Stockgdrovidedthat if
the Class of FairPoint
Communications Unsecured
Claims does not receive a
Distribution under the Plan on
account of their Claims, each
such holder will receive its
Ratable Proportion of fifty-eight
million four hundred eighty-four
thousand five hundred eighty-
seven (58,484,587) shares of the
New Common Stock, subject to
dilution from the securities to be
iIssued under the Long Term
Incentive Plan and the New
Warrants), (c) on the Effective
Date, such holder’s Ratable

Estimated
Percentage
Recovery of
Allowed
Claims

87.99%%

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

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

Unsecured Claims will vary depending upon whethas€7 votes to accept the Plan.



Class 5

Type of
Claim or
Equity

Interest

Legacy
Subsidiary
Unsecured
Claims

Treatment

Estimated
Aggregate
Amount of
Allowed
Claims
Proportion of the Cash Payment

and (d) on the applicable

Distribution Date, if any, such

holder’s Ratable Proportion of

Cash Distributions out of the

Reserve that are no longer

required to be reserved for the

benefit of anyone other than the

holders of Allowed Prepetition

Credit Agreement Claims.

Unimpaired — not entitled to vote;$9.8

on the Distribution Date each million
holder of an Allowed Class 5

Legacy Subsidiary Unsecured

Estimated
Percentage
Recovery of
Allowed
Claims

100%

Claim will be paid an amount in
Cash equal to one hundred
percent (100%) of such holder’s
Claim.
NNE Subsidiary Unimpaired — not entitled to $12.9 100%
Unsecured vote; on the Distribution Date  million
Claims each holder of an Allowed Class
6 NNE Subsidiary Unsecured
Claim will be paid an amount in
Cash equal to one hundred
percent (100%) of such holder’s
Claim.
FairPoint Impaired — entitled to vote; on the$635.3 16.99%
Communications Distribution Date each holder of million
Unsecured an Allowed Class 7 FairPoint

Class 6

Class 7

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

7) votes to accept the Plan and (ii) the midpofrReorganized FairPoint’s implied total
reorganized equity value range set fortlekhibit D to this Disclosure Statement. In addition,
as noted herein, the estimated recovery percefaddlowed FairPoint Communications
Unsecured Claims will vary depending upon whetluiehsClass votes to accept the Plan. If the
class of FairPoint Communications Unsecured Claiatss to reject the Plan, the members of
the Ad Hoc Committee of Senior Noteholders or daresel objects to the Plan, the members of
the Creditors’ Committee or its counsel objectth®Distribution and treatment under the Plan,
or the Indenture Trustee or its counsel objecthedPlan, then the holders of FairPoint
Communications Unsecured Claims will not receivg Rrstributions under the Plan on account
of their Claims.
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Class 8

Class 9

Class 10

Class 11

Type of
Claim or
Equity
Interest

Claims

Convenience
Claims

Subordinated
Securities
Claims

Subsidiary
Equity Interests

Old FairPoint
Equity Interests

Treatment Estimated
Aggregate
Amount of
Allowed
Claims

Communications Unsecured

Claim will receive (a) if the Class

of such Claims votes to accept the

Plan, its Ratable Proportion of (i)

four million two hundred three

thousand three hundred fifty-two

(4,203,352) shares of the New

Common Stock and (ii) the New

Warrants or (b) if the Class of

such Claims votes to reject the

Plan, no Distributions under the

Plan.

Unimpaired — not entitled to vote;$3.3

on the Distribution Date each million

holder of an Allowed Class 8

Convenience Claim will be paid

an amount in Cash equal to one

hundred percent (100%) of such

holder’s Claim.

Impaired — deemed to have $0

rejected the Plan and not entitled

to vote; a holder of an Allowed

Class 9 Subordinated Securities

Claim will not receive or retain

any interest or property under the

Plan on account of such Claim in

accordance with section 510(b) of

the Bankruptcy Code.

Unimpaired — deemed to have N/A

accepted the Plan and not entitled

to vote; on the Effective Date the

Subsidiary Equity Interests will

be Reinstated in accordance with

section 1124 of the Bankruptcy

Code.

Impaired — deemed to have N/A

rejected the Plan and not entitled

to vote; on the Effective Date the

certificates evidencing any and all

Class 11 Old FairPoint Equity

Interests will be cancelled and the

Xii

Estimated

Percentage

Recovery of

Allowed

Claims

100%

0%

Reinstated

0%



Class Type of Treatment Estimated Estimated

Claim or Aggregate  Percentage

Equity Amount of Recovery of

Interest Allowed Allowed
Claims Claims

holders of any Equity Interests
will receive no Distributions

under the Plan on account of such
Old FairPoint Equity Interests.

C. DESCRIPTION OF OTHER NECESSARY PROCEDURES

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

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

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

l.
INTRODUCTION

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

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

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

A. DEFINITIONS

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

For purposes herein: (a) in the appropriate coneadh term, whether stated in the
singular or the plural, will include both the simguand the plural, and pronouns stated in the
masculine, feminine or neutral gender will inclubde masculine, feminine and the neutral
gender; (b) any reference herein to a contractglgastrument, release, indenture or other
agreement or document being in a particular formroparticular terms and conditions means
that the referenced document will be substantialihat form or substantially on those terms
and conditions; (c) any reference herein to antiegglocument or exhibit having been filed or
to be filed will mean that document or exhibit,jlamay thereafter be amended, modified or
supplemented; (d) unless otherwise stated, theswtwerein,” “hereof” and “hereto” refer to the
Disclosure Statement in its entirety rather thaa particular portion of the Disclosure
Statement; (e) captions and headings to sectiensserted for convenience of reference only
and are not intended to be a part of or to afteetinterpretation hereof; (f) the rules of



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

B. NOTICE TO HOLDERS OF CLAIMS IN VOTING CLASSES

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

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

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

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

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

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



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

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

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

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

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




C. SOLICITATION PACKAGE

For the holders of Claims in Voting Classes ahefRecord Date, accompanying this
Disclosure Statement are copies of the followingutheents (collectively with this Disclosure
Statement, the “Solicitation Packdpge1) the Plan, which is annexed to this Disclasu
Statement aBxhibit A; (2) a notice to Voting Classes; and (3) for hoddef Allowed Claims in
the Voting Classes, a Ballot to accept or rejeetRlkan.

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

D. VOTING PROCEDURES
1. General Information

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

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

on or before | |, 2010.

2. Voting on the Plan

If a holder of a Claim is classified in a VotingaSk under the Plan, such holder’s
acceptance or rejection of the Plan is importadtranst be in writing and filed by the Voting
Deadline (as defined herein). If Claims are heldiore than one Class and a holder is entitled
to vote in more than one Class, separate Ballot beiused for each Class. A separate Ballot
must be used for each Claim. The holder of maae thne Claim classified in a single class of
Claims will be entitled to vote each such Claimasagely to accept or reject the Plan (despite
the fact that such holder may receive only oned#dlr purposes of voting) and each such vote



will be counted separately in determining whetlher €lass within which such Claim is
classified has accepted or rejected the Plan. rlaogly, when you vote, you must use only the
Ballot or Ballots sent to you (or copies if necegsavith this Disclosure Statement.

After carefully reviewing the Plan, this DisclosiBtatement, and the detailed
instructions accompanying your Ballot, please chtbekappropriate boxes on the enclosed
Ballot to indicate (a) your vote to accept or refpe Plan and (b) to the extent that you hold an
Unsecured Claim, whether you elect to have youredmsed Claim treated as a Convenience
Claim in Class 8 PLEASE COMPLETE AND SIGN YOUR BALLOT(S) (ONLY
BALLOTS WITH ORIGINAL SIGNATURES WILL BE ACCEPTED; COPIES OF
SIGNATURES WILL NOT BE ACCEPTED) AND RETURN IT INT HE ENCLOSED
ENVELOPE SO THAT IT IS RECEIVED BY NO LATER THAN [ ], 2010
AT [ 10L]-M. (NEW YORK TIME) (THE “VOTING DEAD _LINE ™).

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

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

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

If you wish to obtain an additional copy of the ®l¢his Disclosure Statement, the Ballot
or any exhibits to such documents, at your own egpgeunless otherwise specifically required
by Bankruptcy Rule 3017(d), please contact BMC @rdac. by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 23880100 or by electronic mail at
fairpoint@bmcgroup.com.

E. CONFIRMATION HEARING

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



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

Counsel for FairPoint:

Paul, Hastings, Janofsky & Walker LLP

75 East 55th Street New York, New York 10022

Telephone: (212) 318-6000

Facsimile: (212) 319-4090

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

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

With a copy to:

FairPoint Communications, Inc.

521 E. Morehead Street, Suite 500

Charlotte, North Carolina

Telephone: (704) 344-8150

Facsimile: (704) 344-1594

Email: ssowell@fairpoint.com

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

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

Kaye Scholer LLP

425 Park Avenue

New York NY 10022

Telephone: (212)

Facsimile: (212)

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

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

Counsel for the Creditors’ Committee:



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

United States Trustee:

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

New York, NY 10004

Attn:  Andrew D. Velez-Rivera

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

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

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

A. BUSINESS OF FAIRPOINT
1. General

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



2. Corporate Structure

The following chart generally depicts FairPointtsmorate structure:

FairPoint Communications, Inc.

(formerly known as MJD Communications, Inc.)

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

Each of the subsidiaries is a party to the ChapteCases.

3. Markets

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

State Access Line
Equivalent(1)

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




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

(2) Includes Massachusetts, Georgia and Alabama.

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

4. Services

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

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

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

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

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

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

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

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




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

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

5. Competition

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

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

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

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

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

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

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

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

6. Regulatory

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

7. Legal Proceedings Outside the Bankruptcy Court

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

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

1. Overview

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

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

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

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

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

2. Cutover

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

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

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

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

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

3. Increased Regulatory Burdens

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

14



of the settlements by the state PUG&e Section V.F.1 (“Overview of Chapter 11 Cases—
Other Material Information—PUC Negotiations”).

4. Market Conditions

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

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

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

5. Initial Out of Court Restructuring Initiatives

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

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

Upon the consummation of the Exchange Offer, FamHmelieved that it was able to
maintain compliance with the financial covenantstamed in the Prepetition Credit Agreement
for the measurement period ended June 30, 200%e¥y, in February 2010, FairPoint
identified an accounting error and concluded thahould restate the interim consolidated
financial statements for the quarterly period endieae 30, 2009 (as well as other quarterly
periods in 2009), which restatement would result reduction in FairPoint’s revenues for such
period.See Section V.H (“Overview of Chapter 11 Cases—Agtmg Matter”). While
FairPoint is continuing its work in this regard amill file the applicable restated financial
statements upon completion of such work, FairPaintently believes that, even after giving
effect to the Exchange Offer, the impact of théatesnent on its financial statements would
have resulted in FairPoint failing to be in comptia with the financial covenants contained in
the Prepetition Credit Agreement for the measurémpenod ended June 30, 2009. In addition,
the Exchange Offer did not provide a sufficientuetibn in FairPoint’s cash interest expense to
prevent a potential breach of the interest coverage maintenance covenant in the Prepetition
Credit Agreement for the measurement period eneégdegber 30, 2009 and FairPoint also
anticipated that it would be in breach of the leger ratio maintenance covenant in the
Prepetition Credit Agreement as early as the measemt period ended September 30, 2009.

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

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

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

Following unsuccessful negotiations with the hoddefrthe Senior Notes, FairPoint
entered into discussions with certain of the leadgrder the Prepetition Credit Agreement. On
September 25, 2009, FairPoint Communications andineof its subsidiaries entered into a
forbearance agreement (the “Forbearance Agreémeith lenders holding approximately 65%
of the loans and commitments outstanding undePtkpetition Credit Agreement (the
“Forbearing Prepetition Credit Agreement Lenderd he Forbearance Agreement permitted
FairPoint to forgo certain principal and intereayments due on September 30, 2009 under the
Prepetition Credit Agreement. Further, subjeaidantervening defaults, the Forbearing
Prepetition Credit Agreement Lenders agreed togarlrom accelerating the maturity of the
loans outstanding under the Prepetition Credit Agrent and from exercising any other
remedies thereunder until October 30, 2009 if FairPfailed to meet certain interest coverage
ratio and leverage ratio covenants contained irPtlepetition Credit Agreement for the
measurement period ended September 30, 2009 ahBArPoint failed to make certain
payments due on September 30, 2009 under the Sygeients.

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

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

6. The Plan Term Sheet

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

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

C. OPERATIONS AFTER EMERGENCE FROM CHAPTER 11

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

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

Attached hereto d@sxhibit B is projected financial information that forecatts
financial performance of Reorganized FairPoint tigtn2013.See Section VII.D (“Certain
Factors To Be Considered—Inherent Uncertainty of@liReorganized Company’s Financial
Projections”). These projections are based on the current kassplan for Reorganized
FairPoint. ALL CREDITORS ARE ADVISED AND ENCOURAGED TO REVIEW THE
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PROJECTIONS SET FORTH IN EXHIBIT B IN THEIR ENTIRET Y BEFORE VOTING

TO ACCEPT OR REJECT THE PLAN. The ongoing post-Effective Date operations of
Reorganized FairPoint will be financed through rewes generated by business operations and
by certain exit credit facilitiesVI.F.2 (“Summary of Plan of Reorganization—Means of
Implementation of the Plan—New Term Loan and New\Réver”).

[l.
PREPETITION OBLIGATIONS AND CAPITAL STRUCTURE

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

A. PREPETITION CREDIT AGREEMENT

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

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

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

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

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

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

Prior to the filing of the Chapter 11 Cases, FamPfailed to make principal and interest
payments due under the Prepetition Credit Agreemer@eptember 30, 2009. The failure to
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make the principal payment constituted an evediedult under the Prepetition Credit
Agreement and the failure to make the interest maroonstituted an event of default under the
Prepetition Credit Agreement after the expiratiba @ve business day grace period. An event
of default under the Prepetition Credit Agreemesrits the lenders under the Prepetition

Credit Agreement to accelerate the maturity ofitla®s outstanding thereunder, seek foreclosure
upon any collateral securing such loans and ter@iaay remaining commitments to lend to
FairPoint. In addition, the filing of the Chaptiek Cases constituted an event of default under
the Prepetition Credit Agreement. FairPoint bedethat any efforts to enforce payment
obligations under the Prepetition Credit Agreenaeetstayed as a result of the filing of the
Chapter 11 Cases.

B. ORIGINAL SENIOR NOTES AND EXCHANGE OFFER SENIOR NOT ES

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

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

The Exchange Offer Senior Notes have a maturity ddApril 2, 2018, and bear interest
at a fixed rate of 13-1/8%, payable in cash, extiegitthe Exchange Offer Senior Notes bore
interest at a rate of 15% for the Initial InterBstyment Period, subject to certain increases upon
the occurrence of certain events. In additionfF@int was permitted to pay the interest payable
on the Exchange Offer Senior Notes for the Ininékrest Payment Period in the form of cash,
by capitalizing such interest and adding it tophiecipal amount of the Original Senior Notes or
a combination of both cash and such capitalizatfanterest, at FairPoint’s option.
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In connection with the Exchange Offer and the gpoading consent solicitation,
FairPoint also paid a cash consent fee of $1.6anilh the aggregate to holders of Original
Senior Notes who validly delivered consents in stmisent solicitation and did not revoke their
consents prior to a specified early consent deadlirhe Exchange Offer, in turn, resulted in
cash savings of $28.8 million from the conversiboartain cash interest to non-cash.

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

C. DERIVATIVE FINANCIAL INSTRUMENTS

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

The occurrence of an event of default under theditgon Credit Agreement constituted
an event of default under the Swap Agreementadthtion, FairPoint failed to make payments
due under the Swap Agreements on September 30, 20@h failure resulted in an event of
default under the Swap Agreements upon the expirati a three business day grace period.
Furthermore, the filing of the Chapter 11 Casesstitaied an event of default under the Swap
Agreements.

On October 28, 2009, Wachovia delivered a Noticarabunt Due Following Early
Termination to FairPoint Communications (the "Waghd\otic€) notifying FairPoint
Communications that an “Early Termination Date” l@durred under the Wachovia Swap
Agreement and that the outstanding amounts ow®dachovia under the Wachovia Swap
Agreement total approximately $59.2 million on #ftective date of the Wachovia Notice. On
October 26, 2009, Morgan Stanley delivered a Naifdévent of Default under the Morgan
Stanley Swap Agreement to FairPoint Communicatinosfying FairPoint Communications
that an “Early Termination Date” had occurred. thar, on November 5, 2009, Morgan Stanley
delivered a Notice under the Morgan Stanley Swage&gent to FairPoint (the “Morgan
Stanley Notice to FairPoif)tand a Notice under Pledge Agreement to BankmokAca, N.A. as
administrative agent under the Prepetition Credite®ment (the_*Morgan Stanley Notice to
BOA,” and together with the Morgan Stanley Notice &rFoint, the “Morgan Stanley Notie
notifying both parties that the outstanding interage obligations owed to Morgan Stanley
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under the Morgan Stanley Swap Agreement total aqmately $39.6 million, plus any
additional accrued interest, expenses and feesedan the information provided in the
Wachovia Notice and the Morgan Stanley Notice rniéeliability of FairPoint Communications
under the Swap Agreements equals approximatel\8$@8lion, plus fees, costs and other
expenses. The obligations under the Swap Agreesmankpari passuwith the obligations
under the Prepetition Credit Agreement and arerseday the same collateral securing the
obligations under the Prepetition Credit Agreement.

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

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

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

Executive Officers

Name Position

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

Peter G. Nixon President

Alfred C. Giammarino Executive Vice President artdet Financial Officer

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

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

Lisa R. Hood Senior Vice President and Controller

Thomas E. Griffin Vice President and Treasurer

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

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

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

Alfred C. Giammarino In September 2008, Mr. Giammarino was appoiateBairPoint
Communications’ Executive Vice President and Chiefincial Officer. Prior to joining
FairPoint Communications, Mr. Giammarino was emptbipy Sensus Metering Systems, where
he served as Chief Financial Officer from Decenfi7 to May 2008 and as a Senior Financial
Consultant for July and August 2008. Previously, Biammarino was employed as Executive
Vice President and Chief Financial Officer of StsaGlobal Corporation from May 2004 to
September 2007. Prior to that, Mr. Giammarino wapleyed by Verizon Communications Inc.,
where he served as Senior Vice President and Ehliahcial Officer of Verizon’s international
and information services group from June 2000 todbeber 2003, and with GTE Corporation,
where he was Senior Vice President of Finance dethihg from 1998 to 2000. Mr.
Giammarino is certified as a public accountant ewNyork.

Jeffrey W. Allen In July 2009, Mr. Allen was appointed FairPdd@mmunications’
Executive Vice President, Northern New England @pens. Previously, Mr. Allen served as
FairPoint Communications’ Executive Vice Presidé&ntternal Relations from May 2008 to July
2009 and Assistant Vice President, Customer Omgrsfrom June 2007 to May 2008. Prior to
joining FairPoint Communications, Mr. Allen servasl General Manager, Wireless for
Datapath, Inc. from December 2005 to June 200 7f@Executive Officer of Third Rail
Americas, Inc. from January 2005 to December 280&sident, Chief Executive Officer and
Chairman of the Board of Intellispace, Inc. fronmd2001 to June 2004 and Chief Operating
Officer of Intellispace, Inc. from April 2000 to de 2001.

Shirley J. Linn In March 2006, Ms. Linn was appointed as FamPGommunications’
Executive Vice President, General Counsel and S&agrePreviously, Ms. Linn served as
FairPoint Communications’ Senior Vice Presidentn&al Counsel and Secretary from
September 2004 to March 2006. Ms. Linn has sergdea@Point Communications’ General
Counsel since October 2000, FairPoint Communicatigice President since October 2000,
and FairPoint Communications’ Secretary since Dé@gra000. Prior to joining FairPoint
Communications, Ms. Linn was a partner, from 13982Q00, in the Charlotte, North Carolina
law firm of Underwood Kinsey Warren & Tucker, P.&here she specialized in general
business matters, particularly mergers and acensit

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

Thomas E. Griffin In December 2005, Mr. Griffin was appointed Paint
Communications’ Treasurer, and, in early 2008, agsointed a Vice President. Mr. Griffin
joined FairPoint Communications in January 2008 ssstant Treasurer and served as FairPoint
Communications’ General Manager of Wireless Broadbaperations from December 2003
through March 2005. Previously, Mr. Griffin was dioyed by Sealand Service, Inc. as Assistant
Treasurer from September 1997 to January 2000 wieeveas responsible for worldwide cash
management and as Director of Financial Planning:toope for Sealand Service, Inc. from
September 1995 to September 1997.

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

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

Directors

Name Position

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

Thomas F. Gilbane, Jr. Director

Claude C. Lilly Director

Robert S. Lilien Director

Jane E. Newman Director

Michael R. Tuttle Director

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

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

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

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

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

Michael R. Tuttle In March 2008, Mr. Tuttle was appointed as acior of FairPoint
Communications. Mr. Tuttle has served as the Peasidnd Chief Executive Officer of
Merchants Bank, a commercial bank with headquameBsirlington, Vermont, since January
2006. Mr. Tuttle has also served, since January 280the President and Chief Executive
Officer and as a director of Merchants Bancshdnes, the parent company of Merchants Bank.
Prior to assuming his current responsibilities, Wittle served as Chief Operating Officer and
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Senior Lender of Merchants Bank from 1997 througfb32 He also serves on the boards of the
Vermont Bar Foundation, United Way of Chittendoru@ty, Vermont and Burlington,
Vermont’'s Flynn Center for the Performing Arts.

2. Reorganized FairPoint Communications’ Directors

As contemplated by the Plan, Reorganized FairReambmunications will have a nine
person board of directors. Initially, seven of New Board members will be nominated by the
Lender Steering Committee (it being understood tt@at_ender Steering Committee will
consider residents of northern New England amoegémdidates for certain of the New Board
seats and that at least one of the members oféaeBbard nominated by the Lender Steering
Committee will be a resident of northern New Endlamne of the New Board members will be
Reorganized FairPoint Communications’ chief exeeutfficer and one of the New Board
members will be nominated by the steering commitfeabe Ad Hoc Committee of Senior
Noteholders (in consultation with the Creditors’@uittee and the Ad Hoc Committee of
Senior Noteholders), if the class of FairPoint Caminations Unsecured Claims votes to accept
the Plan;_providechowever that in the event that a member of the New Bbasinot been
nominated pursuant to Section 8.6.2(b)(i)(C) ofRthen by the Plan Supplement filing deadline,
then the Persons described therein will lose tigiit to nominate a member of the New Board
and the Lender Steering Committee will have thbtrig nominate an additional member of the
New Board; providedfurther, that if the Lender Steering Committee determim&sto nominate
an additional member of the New Board then the rermobdirectors on the New Board will be
reduced to eight and seven of such members of éwe Bbard will be nominated by the Lender
Steering Committee. If the class of FairPoint Camioations Unsecured Claims does not vote
to accept the Plan, then the Lender Steering Camentill have the right to nominate eight
New Board members, providgldowever that if the Lender Steering Committee determimats
to nominate an additional member of the New Boanegplace the individual previously
nominated pursuant to Section 8.6.2(b)(i)(C) ofRthen, then the number of directors on the
New Board will be reduced to eight and seven ohsuembers of the New Board will be
nominated by the Lender Steering Committee. Inteh] the Lender Steering Committee will
have the option to reduce the number of membetisedNew Board they are entitled to nominate
in accordance witkection VI.F.7 (“Summary of Plan of ReorganizationMeans of
Implementation of the Plan—New Board herein. For a more detailed description of thevNe
Board,see Section VI.F.7 (“Summary of Plan of Reorganizai—Means of Implementation
of the Plan—New Board”) The members of the New Board will be identifiedhe Plan
Supplement.

C. EXECUTIVE COMPENSATION

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

Pursuant to the Plan, Reorganized FairPoint Comeations will establish a new long
term incentive plan and an incentive compensatlan.®©n the Effective Date, in accordance
with the Plan, (1) management and other employédésaseive (a) Success Bonuses (as defined
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in the Plan) and/or (b) New Common Stock awardssisting of restricted shares of New
Common Stock and options to purchase New CommarkSpairsuant to the terms of the Long
Term Incentive Plan, and (2) members of the Newr@®eall receive options to purchase New
Common Stock, pursuant to the terms of the LongnTiecentive Plan. The Success Bonuses
will be earned based upon certain performance messsubject to upward or downward
adjustments to reflect the timing of the Effectivate. With respect to the Long Term Incentive
Plan, if Class 7 accepts the Plan, six million tnwamdred sixty-nine thousand two hundred six
(6,269,206) shares of New Common Stock will bemesifor awards under the Long Term
Incentive Plan that are expected to consist okstmtions to members of management, other
employees of FairPoint and members of the New Baadirestricted stock awards to members
of management and other employees of FairPointlaés 7 does not receive a Distribution
under the Plan on account of its claims, then sikam three hundred ninety-four thousand two
hundred eleven (6,394,211) shares of New CommaotkStdl be reserved for issuance pursuant
to the Long Term Incentive Plan. On the Effeclate, (1) one million ninety-seven thousand
one hundred eleven (1,097,111) shares of restridésd Common Stock (or one million forty-
one thousand seven hundred ten (1,041,710) sharestiocted New Common Stock if Class 7
does not receive a Distribution under the Planamoant of its claims ) will be granted to
members of management and other employees of Haiinraler the Long Term Incentive Plan
and (2) two million one hundred ninety-four thougdawo hundred twenty-two (2,194,222)
options to purchase shares of New Common Stock@million two hundred seventy thousand
seven hundred fifty-eight (2,270,758) options tocpase shares of New Common Stock if Class
7 does not receive a Distribution under the Plaaarount of its claims) will be granted to
members of management, other employees of FairBothimembers of the New Board under
the Long Term Incentive Plan. These awards wil5% vested on the Effective Date, and the
remainder of these awards will vest in three egunalual installments, commencing on the first
anniversary of the Effective Date, with acceleratesting on a change in control or a
termination of an award holder's employment withzause. In addition, two million nine
hundred seventy-seven thousand eight hundred setheee (2,977,873) shares of New
Common Stock will be available for future distrilmut under the Long Term Incentive Plan if
Class 7 accepts the Plarpvided, howeverthat if the aggregate enterprise value of
Reorganized FairPoint does not equal or exceed$Hich on or prior to the expiration date of
the New Warrants, the aggregate amount of optiopsitchase New Common Stock that are
available for future distribution under the Longifelncentive Plan will be automatically
reduced by six hundred twenty thousand six hunfiftggone (620,651) shares. In the event that
Class 7 does not receive a Distribution under tha Bn account of its claims, three million
eighty-one thousand seven hundred forty-three (3728) shares of New Common Stock will
be available for future distribution under the LoFgym Incentive Plan. Additional information
regarding the Success Bonuses and the Long Terntime Plan will be provided in the Plan
Supplement.

D. KEY EMPLOYMENT AGREEMENTS
1. Hauser Employment Contract

As of June 11, 2009, FairPoint Communications aadidDL. Hauser entered into an
employment agreement (the “Hauser Employment Cofifaursuant to which Mr. Hauser
became FairPoint Communications’ Chairman and (Exefcutive Officer for a term
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commencing July 1, 2009 and ending three years latader the Hauser Employment Contract,
FairPoint Communications agreed to pay Mr. Hauseilaln compensation including: (a) an
annual salary of $800,000 (the “Annual Salar{b) an annual performance-based cash bonus of
up to 200% of his Annual Salary (the “Annual Bohuéc) annual long term incentives ranging
from 80% to 400% of his Annual Salary (the “Old HygwWwards’); and (d) an inducement

award of stock options, restricted stock and pertorce units at the time he commenced
employment (the “Inducement Awd&jd The Hauser Employment Contract also proviaes f
severance upon Mr. Hauser’s signing of a claimsasa following termination of his

employment either by FairPoint without cause ohlmy for good reason. Such severance would
consist primarily of (x) two times the sum of hisrual Salary, target Annual Bonus, and a pro
rated portion of the value of the Old Equity Awafdsthe year of his termination; and (y)
accelerated vesting of any stock option, restristedk awards and performance units.

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

2. Other Executive Agreements

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

V.
OVERVIEW OF CHAPTER 11 CASES

A. COMMENCEMENT

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

B. PARTIES IN INTEREST
1. Court

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

2. Advisors to FairPoint

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

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

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

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

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

3. Advisors to FairPoint’s Prepetition Credit Agreemert Lenders

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

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

4. Creditors’ Committee and its Advisors

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

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

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

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

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

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

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

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

6. The United States Trustee

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

C. FIRST DAY ORDERS

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

1. Joint Administration Motion

On the Petition Date, FairPoint filed its Motiomr tentry of an Order Directing Joint
Administration of Related Chapter 11 Cases (thentWddministration Motiori) seeking an
order directing the joint administration of the @tex 11 Cases. The Bankruptcy Court granted
the Joint Administration Motion by order dated Qu#o27, 2009. Accordingly, FairPoint’s
Chapter 11 Cases are jointly administered by thekRgptcy Court.

2. Employee Wage and Benefit Motion

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

» authorizing, but not requiring, FairPoint, in itdesdiscretion, to pay prepetition claims,
honor obligations and continue programs, in thénamy course of business, relating to:
(i) wage obligations and independent contractormemsation, (ii) expense
reimbursements and (iii) employee benefits;
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» authorizing FairPoint to withhold all federal, gta&nd local income taxes as required by
applicable law, to pay all employment, unemploymeatial security and similar taxes,
whether withheld from wages or paid directly byrPaint to governmental authorities,
as well as make other payroll deductions, includmg not limited to, retirement and
other employee benefit plan contributions, unioegjarnishments and voluntary
deductions; and

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

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

3. DIP Financing Motion

On the Petition Date, FairPoint filed its Motiorr faterim and Final Orders to (i) Obtain
Postpetition Financing Pursuant to Bankruptcy C8eetion 364; (ii) Grant Priming Liens and
Superpriority Claims Pursuant to Bankruptcy CodetiSas 364(c) and (d); (iii) Provide
Adequate Protection to Prepetition Credit Agreent@mders Pursuant to Bankruptcy Code
Sections 361, 362, 363, 364 and (iv) Schedule alHearing Pursuant to Bankruptcy Rule 4001
(the “DIP_Financing Motiot). Additional information regarding the DIP Fingng Motion and
DIP Financing is set forth iSection V.C.3 (“Overview of Chapter 11 Cases—Fipsy
Orders—DIP Financing Motion”) and Section V.D (“Oveview of Chapter 11 Cases—

Chapter 11 Financing”)of this Disclosure Statement.

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

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

5. Shipping and Mechanics Lien Motion

On the Petition Date, FairPoint filed its Motiom ntry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 105(a) an¢(b3@@ithorizing Payment of Certain
Prepetition (i) Shipping and Delivery Charges faaods in Transit and (ii) Mechanic’s Lien
Charges (the_“Shipping and Mechanics Lien Mdij@seeking an order:
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e authorizing, but not directing, FairPoint to pagpetition shipping and delivery charges
to shippers and warehousemen that FairPoint dategnin the exercise of its business
judgment, to be necessary or appropriate to olii@melease of cables, wires,
components, materials, parts, certain finished gpothchinery, equipment and other
property held or in transit and to satisfy the $igifi any, in respect thereof;

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

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

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

6. Customer Programs Motion

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

7. NOL Motion

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

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

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

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

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

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

9. Tax Motion

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

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

10. Insurance Motion

On the Petition Date, FairPoint filed its Motionr 6ntry of Interim and Final Orders
Pursuant to Bankruptcy Code Sections 363(b), 503(@5(a), Bankruptcy Rules 6003 and 6004
(i) Authorizing Debtors to (a) Continue Workers Qmansation Program and Liability, Product,
Property and Other Insurance Programs and (b) P@phgations with Respect Thereof and (ii)
Authorizing and Directing Financial Institutions tonor and Process Checks and Transfers
Related to Such Obligations (the “Insurance Mdfionn the Insurance Motion, FairPoint
sought an order:
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» authorizing FairPoint to continue, in its sole deton, its workers’ compensation
program and its general liability, auto liabilifgyroperty, professional liability, fiduciary
liability, directors’ and officers’ liability andtber insurance programs;

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

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

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

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

D. CHAPTER 11 FINANCING

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

In connection therewith, FairPoint Communicationd &airPoint Logistics, Inc.
(collectively, the “DIP Borrowef$ entered into the DIP Credit Agreement with certinancial
institutions and the DIP Agent. On October 28,208e Bankruptcy Court entered the Interim
Order Under Bankruptcy Code Sections 105, 361, 362, 364(c)(1), 364(c)(2), 364(c)(3),
364(d)(1) and 364(e) and Bankruptcy Rules 2002140 9014 (i) Authorizing Debtors to
Obtain Postpetition Financing, (ii) Authorizing Oels to Use Prepetition Collateral, (iii)
Granting Adequate Protection to Prepetition Sectadies and (iv) Scheduling Final Hearing
(the “Interim DIP Orde1). The Interim DIP Order authorized the DIP Bamers to enter into
the DIP Financing and to draw immediately uponiie Credit Agreement on an interim basis
in an aggregate amount of $20 million. The oblayz of the DIP Borrowers under the DIP
Credit Agreement, which became effective by iteneon October 30, 2009, are secured by the
assets of the DIP Borrowers and certain of FaiffFoommunications’ subsidiaries as set forth in
the DIP Security Agreement and the DIP Pledge Agexe (each as defined herein).

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

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

Additionally, each of the DIP Borrowers, MJD Verdgsy Inc., MJD Services Corp., ST
Enterprises, Ltd., FairPoint Carrier Services, |fkairPoint Broadband, Inc., Enhanced
Communications of Northern New England Inc., Uakt Inc., C-R Communications, Inc.,
Comerco, Inc., GTC Communications, Inc., St. Jom@ainications, Inc., Ravenswood
Communications, Inc., Unite Communications Systdms,and Berkshire Cellular, Inc.
(collectively, the “DIP Pledgot}¥ executed a Debtor-in-Possession Pledge Agree(tiemtDIP
Pledge Agreemef)t pursuant to which each DIP Pledgor pledged®D@IP Collateral Agent, a
security interest in 100% of the equity interestd promissory notes owned by such DIP
Pledgor and all proceeds arising therefrom, incigdiash dividends and distributions, subject to
certain exceptions and qualifications (the “Pledgeeement Collater8|.

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

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

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

The Creditors’ Committee has advised FairPoint ithaglieves, based upon its
preliminary investigations, that the Merger of Surand FairPoint Communications gives rise
to material fraudulent transfer claims against ¥amiand others. The Creditors’ Committee
actively seeks prosecution of these claims forreefit of creditors. The foregoing summarizes
the position of the Creditors’ Committee based up®preliminary investigations and is not
meant to constitute a complete description of pgakalaims arising out of the Merger.

FairPoint, together with its advisors, has undeste preliminary analysis of these
issues. Generally, a transfer (including the ireice of an obligation) may be avoided as a
“fraudulent transfer” where a debtor did not ree€ikeasonably equivalent value” in exchange
for such transfer and the debtor was insolverhatitne the transfer was made. See 11 U.S.C. §
548. FairPoint and Reorganized FairPoint have abtgached a final conclusion on the merits
of such an action. The Plan does not containeasel of such Claims against Verizon.

F. OTHER MATERIAL INFORMATION
1. PUC Negotiations

0] New Hampshire

After extensive negotiations with the Staff AdvastFairPoint and the Staff Advocates
have agreed to the settlement, which is an extulihe Plan (the “New Hampshire Regulatory
Settlemeri). The New Hampshire Regulatory Settlement saethfchanges to the NH 2008
Order (as defined below). The New Hampshire ReguteéSettlement, which is subject to the
approval of the New Hampshire PUC, provides forpagiother things, the following:

Service Quality Requirements:

» FairPoint will commit to meet the broadband build and capital investment
requirements and continue operating under the 8QIlce quality program of the
January 23, 2008 Settlement agreement (the “NH S#8emeri) among Verizon,
FairPoint and the staff of the New Hampshire Publitities Commission (the
“NHPUC") and Order No. 24,823 in Docket DT 07-011 (theH'I2008 Ordéeh) subject
to modifications described in the New Hampshire iRagry Settlement.

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

Broadband Commitments:

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

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

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

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

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

Expenditure Commitments:

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

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

FairPoint may further reduce its $65 million “otlependiture” commitment by any

amount exceeding $56.4 million as needed to act8#&9% broadband availability and are
actually expended, up to $10.5 million.
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FairPoint may further reduce its $65 million “otlexpenditure” commitment by $4.5
million of capital expenditures already expendeéxuness of amounts estimated to
develop FairPoint’'s next generation network.

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

Financial Commitments:

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

Management Commitments:

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

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

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

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

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

Other:

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

FairPoint will not agree with Maine or Vermont tatarially different terms taken as a

whole pertaining to the Plan, or, if applicableatty related approval for a change in
control without first offering them to the Staff Adcates.
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* During the first two years following the Effecti@ate of the Plan, FairPoint is barred
from paying dividends if FairPoint is in materiakbch of the New Hampshire
Regulatory Settlement.

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

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

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

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

(i) Vermont

After extensive negotiations with the DPS, FairPaimd the DPS have agreed to the
settlement which is an exhibit to the Plan (therient Regulatory Settlemént The Vermont
Regulatory Settlement sets forth changes to th®08 Order (as defined below). The DPS
will use reasonably practicable efforts to requleat the Vermont Public Service Board (the
“Vermont Board) approve the terms of the settlement proposethbyermont Regulatory
Settlement. The Vermont Regulatory Settlementipies/for, among other things, the
following:

Service Quality Requirements:

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

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

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

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

FairPoint also will request that the Board auth@fairPoint to use Federal High Cost
Universal Service Funds_(“U8Hor three consecutive years to upgrade plant and
infrastructure in the 100% Exchanges, in ordentprove FairPoint’s service quality and
network reliability. If the Board authorizes FaoiRt to use the USF, and to the extent
permitted by FCC rules, FairPoint will invest th&/Jin network infrastructure that will
support the deployment of broadband services tdalitional 5% of access lines on a
timeline that varies depending on the date of thar8's authorization.

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

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

reimburse FairPoint for costs incurred for addisiometwork projects completed within
18 months of the date of the penalty, subject ¢oathproval of DPS.

Capital Investment Commitments:

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

Financial Commitments:

Certain of the financial conditions of the VT 2088ttlement and the VT 2008 Order are

replaced by the terms of the Vermont Regulatoryi&eent and are satisfied or rendered
moot by the debt reductions resulting from the Plan
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Management Commitments:

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

The New Board will appoint a “regulatory sub-contesf’ that will monitor compliance
with the terms of the VT 2008 Order, as modifiedfoy Vermont Regulatory Settlement,
and all other regulatory matters involving the 8sanf Vermont, New Hampshire and
Maine.

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

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

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

Other:

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

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

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

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

The Vermont Regulatory Settlement is conditioned®$& receiving and finding

acceptable a business plan demonstrating FairPaioitity to meet its obligations under the
Vermont Regulatory Settlement and its feasibiliyoperate as a going concern over the long
term in a manner consistent with Vermont utilitguéation.

FairPoint will seek approval of the settlement dibsc on the Vermont Regulatory

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

(i)  Maine

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

On October 15, 2009, FairPoint filed a request whinMPUC, seeking to extend the
date for making the initial SQI Payment establishgdhe MPUC for the 2008-2009 SQI year.
The day after the Petition Date, October 27, 2809 MPUC issued an order denying
FairPoint’s request to defer the SQI Payment f@8P009. The MPUC further determined that
the full amount of the SQI Payment for the 2008268@| year was $8,031,511 and that such
amount must be paid in twelve monthly installmeh&ginning in December 2009. The MPUC
then directed that “within five days after the datehis Order, FairPoint will file rate schedules
in compliance with this Order.”

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

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

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

On November 30, 2009, the MPUC met regarding FamRRaSQIl schedule. The MPUC
subsequently issued an order requiring FairPoibetgn making the SQI Payment to customers
by December 1, 2009. In addition, the Novembe®8&@er stated that FairPoint should include a
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statement on each customer bill that the SQI Paymen"REBATE FOR BELOW-
STANDARD SERVICE QUALITY".

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

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

After extensive negotiations with a representasigpointed by the MPUC and with the
Maine Office of the Public Advocate (together, tMaine Regulatory Parti€y FairPoint
reached agreement with the Maine Regulatory Pasties settlement which is an exhibit to the
Plan (the “Maine Regulatory Settlem8ntThe Maine Regulatory Settlement sets forthnges
to the 2008 Merger Order (as defined below). Tlend Regulatory Settlement, which is
subject to the approval of the MPUC, provides &nong other things, the following:

General:

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

Service Quality:

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

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

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

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

FairPoint’s request will be approved automatically.

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

Financial:

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

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

Management:

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

The New Board will appoint a “regulatory sub-comtes{’ that will monitor compliance
with the terms of the 2008 Merger Order, as modibg the Maine Regulatory
Settlement, and all other regulatory matters invgj\the States of Vermont, New
Hampshire and Maine.
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» FairPoint will continue its search for a Chief Infmation Officer with a goal of having a
Chief Information Officer in place by June 30, 2010

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

Other

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

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

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

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

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

The foregoing summary of the Maine Regulatory|8etent is qualified in its entirety by
reference to the full text of the Maine Regulat8gttlement which is filed as an exhibit to the
Plan.

2. Union Negotiations

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

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

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

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

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

H. ACCOUNTING MATTER

On February 23, 2010, FairPoint filed a Current@epn Form 8-K with the Securities
and Exchange Commission (the “Form 8xKlisclosing that FairPoint’s management, with th
concurrence of the audit committee of FairPoint @amications’ board of directors, concluded
that FairPoint should file amendments to its Qubsteeports on Form 10-Q for the quarterly
periods ended March 31, 2009, June 30, 2009 angi@bpr 30, 2009 (collectively, the “2009
Quarterly Report$ to restate the interim consolidated financiatsments (the_“2009 Interim
Consolidated Financial Stateméntsontained in the 2009 Quarterly Reports, and tha 2009
Interim Consolidated Financial Statements, as aglairPoint’s previously issued earnings
releases for the periods covered by the 2009 QlyaReports, should no longer be relied upon
because of an accounting issue described in tha Bef.

47



FairPoint estimates that the accounting issue ardia billing adjustments described in
the Form 8-K will result in an aggregate reductadri-airPoint’s previously reported revenues
for the nine month period ended September 30, 20@®proximately 3%. FairPoint believes
that this accounting issue and these billing adpesits will not require any changes to the
Projections contained herein. FairPoint will updgis disclosure as a part of the Plan
Supplement.

l. FILING DEADLINE FOR PREPETITION CLAIMS

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

VI.
SUMMARY OF PLAN OF REORGANIZATION

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

1. Administrative Expense Claims

Administrative Expense Claims include any righptyment constituting a cost or
expense of administration of the Chapter 11 CadlesvAd under sections 330, 503(b),
507(a)(2) and 507(b) of the Bankruptcy Code (othan Adequate Protection Claims),
including, without limitation, (a) any actual andaessary costs and expenses of preserving
FairPoint’s Estates, (b) any actual and necessmtg @nd expenses of operating FairPoint’s
businesses, (c) indebtedness or obligations indwreassumed by the Debtors-in-Possession
during the Chapter 11 Cases, (d) Claims, purswasgdtion 503(b)(9) of the Bankruptcy Code,
for the value of goods received by FairPoint intikenty (20) days immediately prior to the
Petition Date and sold to FairPoint in the ordineoyrse of FairPoint’s businesses, and (e) any
Professional Fees, whether Allowed before or dfterEffective Date. Any fees or charges
assessed against the Estates of FairPoint undesrs&030 of chapter 123 of title 28 of the
United States Code are excluded from the definbbAdministrative Expense Claim and will
be paid in accordance with Section 16.7 of the Plan

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

2. Adequate Protection Claims

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

3. Priority Tax Claims

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

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

4. Professional Compensation and Reimbursement Claims

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

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

For purposes of the Plan, and in consideratioh®fervices of the Prepetition Credit
Agreement Agent and each Consenting Lender holgliegter than ten percent (10%) of the
aggregate Prepetition Credit Agreement Claims erdtite such Person became a Consenting
Lender, FairPoint will reimburse such Persons lieirtreasonable out-of-pocket fees and
expenses (including reasonable fees and expensesiagel) to the extent that such fees and
expenses are incurred in connection with the Plgop8rt Agreement, the Plan, the Chapter 11
Cases, and the transactions related thereto (withewneed to file a proof of Claim or fee
application).

Except as otherwise paid or payable pursuant torther granting FairPoint’s Motion
Pursuant to Bankruptcy Code Sections 105(a) an¢(b3&dr Authorization to Reimburse
Certain Regulatory Agency Expenses [Docket No. 6854 subject in all respects to the terms
of Section 4.3 of the NHPUC Regulatory Settlement Section 4.3 of the VDPS Regulatory
Settlement, on the Effective Date FairPoint shalhburse the reasonable out-of-pocket
expenses and costs of the State of New Hampshed/DPS and the Vermont Public Service
Board in connection with the Chapter 11 Cases.

As long as the Regulatory Settlement remains iecefh Maine, and subject in all
respects to Section 4.4 of the MPUC Regulatoryl&eént, on the Effective Date FairPoint shall
reimburse the reasonable out-of-pocket expensesastd of the MPUC and the Maine Public
Advocate in connection with the Chapter 11 Cases.

5. Intercompany Claims

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

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

B. CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS

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

Class Designation Impairment Entitled to Vote
1 Other Priority Claims Unimpaired No (deemed toegut)
2 Secured Tax Claims Unimpaired No (deemed to agrcep
3 Other Secured Claims Unimpaired No (deemed te}c
4 Allowed Prepetition Credit Impaired Yes
Agreement Claims
5 Legacy Subsidiary Unsecured Unimpaired No (deemed to accept)
Claims
6 NNE Subsidiary Unsecured Claims  Unimpaired Ne(ded to accept)
7 FairPoint Communications Impaired Yes
Unsecured Claims
8 Convenience Claims Unimpaired No (deemed to dgcep
9 Subordinated Securities Claims Impaired No (dektoeeject)
10 Subsidiary Equity Interests Unimpaired No (degeeaccept)
11 Old FairPoint Equity Interests Impaired No (deedno reject)

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

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

(i) Impairment and Voting

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

(i)  Distributions

Unless otherwise agreed to by the holder of anwidld Other Priority Claim and
FairPoint or Reorganized FairPoint, as applicatiethe applicable Distribution Date, each
holder of an Allowed Other Priority Claim will reiwe Cash in an amount equal to such Allowed
Other Priority Claim.
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2. Secured Tax Claims (Class 2)
0] Definition

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

(i) Impairment and Voting

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

(i)  Distributions

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

3. Other Secured Claims (Class 3)
(1) Definition

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

(i) Impairment and Voting

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

(i)  Distributions

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

4, Allowed Prepetition Credit Agreement Claims (Class4)
(1) Definition

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

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

(i) Impairment and Voting

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

(i)  Distributions

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

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

(2)  on the Effective Date, such holder's Ratable Priogorof forty-
seven million two hundred forty-one thousand foundired thirty-
six (47,241,436) shares of the New Common Stpobyided,
however that if the Class of FairPoint Communications émsed
Claims do not receive a Distribution under the Rlamprovided in
Section 5.7.2(b) of the Plan, each holder of aonwdd Prepetition
Credit Agreement Claim will receive its Ratable [podion of
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fifty-eight million, four hundred eighty-four thoaad five hundred
eighty-seven (58,484,587) shares of the New Com&took,
subject to dilution from the securities to be isbuader the Long
Term Incentive Plan;

(3) onthe Effective Date, such holder's Ratable Propoof Cash
(the “Cash Paymettin an amount equal to all Cash and Cash
Equivalents of Reorganized FairPoint on the Effecate in
excess of forty million dollars ($40,000,000.00)os (1) Cash
used to pay or reserved to pay Allowed Unsecuraihtd, (2)
Cash used to pay or reserved to pay Allowed Adnratise
Expense Claims, (3) Cash used to pay or reservpdyt@llowed
Priority Tax Claims, (4) Cash used to pay or reséno pay
Allowed Other Priority Claims, (5) Cash used to payeserved to
pay Allowed Secured Tax Claims, (6) Cash used yogpaeserved
to pay Allowed Other Secured Claims, (7) subjec®¢ation 3.4 of
the Plan, Cash used to pay or reserved to pay ¢émebers of the
Ad Hoc Committee of Senior Noteholders, the PréjpetiCredit
Agreement Agent, and each Consenting Lender holgliegter
than ten percent (10%) of the aggregate Prepefiiealit
Agreement Claims on the date such Person becamesefting
Lender for their professionals’ fees and expen@<ash used to
pay or reserved to pay obligations pursuant tdbgulatory
Settlements, (9) Cash used to pay or reservedyt&pecess
Bonuses, and (10) Cash used to pay or reserveaytGpre for
executory contracts and unexpired leases thatssteraed pursuant
to the Planprovided, howevethat if the aggregate amount of Tax
Claims against FairPoint Communications exceedmdiion
dollars ($6,000,000), such excess amount (or anjopathereof)
will be subtracted from the Cash Payment onlyéf tlender
Steering Committee consents, after consultatioh #atirPoint, to
the payment of such excess amount (or portion dfieom the
Effective Date; and

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

5. Legacy Subsidiary Unsecured Claims (Class 5)
0] Definition

Legacy Subsidiary Unsecured Claims include any tinsel Claim against any
Legacy Subsidiary.
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For purposes of the Plan, a “Legacy Subsidiargnyg direct or indirect
subsidiary of FairPoint Communications that is@otNNE Subsidiary (as defined below).

(i) Impairment and Voting

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

(i)  Distributions

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

6. NNE Subsidiary Unsecured Claims (Class 6)
(1) Definition

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

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

(i) Impairment and Voting

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

(i)  Distributions

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

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

FairPoint Communications Unsecured Claims includgeldnsecured Claims
against FairPoint Communications, including, butlmoited to, Senior Notes Claims.
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(i) Impairment and Voting

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

(i)  Distributions

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

(1) if the Class of holders of FairPoint Communicatitimsecured
Claims votes to accept the Plan, each holder éfllanved
FairPoint Communications Unsecured Claim will reedis
Ratable Proportion of (i) four million two hundrédee thousand
three hundred fifty-two (4,203,352) shares of treeMNCommon
Stock and (ii) the New Warrants, in the case ohezalauses (i)
and (ii), subject to dilution from the securitieskte issued under
the Long Term Incentive Plan; or

(2) if (1) the Class of FairPoint Communications UngeduClaims
votes to reject the Plan, (2) the members of thédadd Committee
of Senior Noteholders or its counsel objects toRtam, or (3) the
members of the Creditors’ Committee or its coundgbct to the
Plan or the Disclosure Statement as they relatieetdreatment of
Allowed FairPoint Communications Unsecured Claimghe
Distributions to the holders of such Claims undher Plan
(provided that this clause (3) shall not be construed ézlpde
any such Persons from seeking to share with thadehelbf other
Allowed Claims the proceeds, if any, of: (i) anysa of action
brought on behalf of (or by) FairPoint against Yen
Communications Inc. and/or its affiliates arisimgrh the
agreement and plan of merger dated January 15, @&tDthe
related transactions; and (ii) any cause of adiirmught on behalf
of (or by) FairPoint against CapGemini U.S. LLC amdts
affiliates arising out of or related to the: (a) fer Services
Agreement dated as of January 15, 2007, (b) M&sterhasing
Agreement effective as of March 29, 2007, and/pir(formation
Technology Services Agreement effective as of Jan8@, 2009),
or (4) the Indenture Trustee or its counsel objacthe Plan, then
holders of FairPoint Communications Unsecured Ciawiil not
receive any Distributions under the Plan on accoftititeir
Claims.

56



8. Convenience Claims (Class 8)
0] Definition

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

(i) Impairment and Voting

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

(i)  Distributions

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

9. Subordinated Securities Claims (Class 9)
(1) Definition

Subordinated Securities Claims include any Claimiragj FairPoint arising from
rescission of a purchase or sale of a SecurityaoPBint or an Affiliate of FairPoint, for
damages arising from the purchase or sale of semirisy, or for reimbursement or contribution
allowed under section 502 of the Bankruptcy Codaaount of such a Claim.

(i) Impairment and Voting

Class 9 is Impaired by the Plan. Each holder®f@ilaordinated Securities Claim
is deemed to reject the Plan and is not entitlatte to accept or reject the Plan.

(i)  Distributions

Each holder of an Allowed Subordinated SecuritiEsr@will not receive or
retain any interest or property under the Plancamoant of such Allowed Subordinated
Securities Claim. The treatment of Subordinatecl8tes Claims under the Plan is in
accordance with and gives effect to the proviswingection 510(b) of the Bankruptcy Code.

10.  Subsidiary Equity Interests (Class 10)
(1) Definition

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

(i) Impairment and Voting

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

(i)  Distributions

On the Effective Date, the Subsidiary Equity Insésewill be Reinstated and
rendered Unimpaired in accordance with section Idf2lhe Bankruptcy Code.

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

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

(i) Impairment and Voting

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

(i)  Distributions

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

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

Distributions under the Plan to each holder of #iowed Insured Claim will be in
accordance with the treatment provided under tha fir the Class in which such Allowed
Insured Claim is classified, but solely to the extihat such Allowed Insured Claim is within
FairPoint’s self-insured retention. Amounts in e of the applicable self-insured retention
amount will be recoverable only from the availalmlsurer and FairPoint will be discharged to
the extent of any such excess. Nothing in Sed&it8a of the Plan will constitute a waiver of any
Causes of Action or Liabilities that any Person rhald against any other Person, including,
without limitation, FairPoint’s Insurers.
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13.  Special Provision Regarding Unimpaired Claims

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

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

1. New Common Stock
(1) Authorization

The Amended Certificate of Incorporation of Reotigad FairPoint Communications
will authorize the issuance of seventy-five milligtb,000,000) shares of New Common Stock.
The seventy-five million (75,000,000) shares of Neammon Stock that are authorized on the
Effective Date will be issued or reserved as follo) in the event that the Class of FairPoint
Communications Unsecured Claims accepts the Plafiftf/-one million four hundred forty-
four thousand seven hundred eighty-eight (51,448),gBares of New Common Stock, in the
aggregate, will be distributed to holders of All@Mglaims under Section 5.4 and Section 5.7 of
the Plan and (2) seven million one hundred sixty-thousand eight hundred four (7,164,804)
shares of the New Common Stock will be reservezbmimection with the New Warrants; (ii) in
the event that the Class of FairPoint Communicatidnsecured Claims does not receive a
Distribution under the Plan on account of its clajrifty-eight million four hundred eighty-four
thousand five hundred eighty-seven (58,484,58 Meshaf New Common Stock, in the
aggregate, will be distributed to holders of Allav&laims under Section 5.4 of the Plan; (iii) in
the event that the Class of FairPoint Communicatidnsecured Claims accepts the Plan, six
million two hundred sixty-nine thousand two hundsed(6,269,206) shares of New Common
Stock will be issued or reserved in connection i Long Term Incentive Plan; and (iv) in the
event that the Class of FairPoint Communicationsddared Claims does not receive a
Distribution under the Plan on account of its clsjsix million three hundred ninety-four
thousand two hundred eleven (6,394,211) sharegwaf Gommon Stock will be issued or
reserved in connection with the Long Term IncenfNan. On the Effective Date, in the event
the Class of FairPoint Communications Unsecureih@laeject the Plan, holders of Allowed
Class 4 Prepetition Credit Agreement Claims witleige, and Reorganized FairPoint
Communications will issue, an aggregate of fiftgkgimillion four hundred eighty-four
thousand five hundred eighty-seven (58,484,58 Meshaf New Common Stock in accordance
with Section V of the Plan. All such shares wil leemed fully paid and non-assessable. On
the Effective Date, in the event the Class of FamPCommunications Unsecured Claims
accepts the Plan, holders of Allowed Class 4 PiameCredit Agreement Claims and holders of
Allowed Class 7 FairPoint Communications Unsecu@&dms will receive, and Reorganized
FairPoint Communications will issue, an aggregéatiftg-one million four hundred forty-four
thousand seven hundred eighty-eight (51,444,788 eslof New Common Stock in accordance
with Section V of the Plan. All such shares wil leemed fully paid and non-assessable.

59



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

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

3. Securities Law Matters

0] Exemption from Securities Laws

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

(i) Reqistration Rights Agreement

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

(i)  Securities Exchange Listing

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

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

1. Voting of Claims

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

(i) Each of Classes 4 and 7 is Impaired under the &ldrthe holders of
Allowed Claims in such Classes are entitled to \art¢he Plan. In accordance with section
1126(g) of the Bankruptcy Code, each of the Cla8smsd 11 is conclusively deemed to have
rejected the Plan.

2. Acceptance by Unimpaired Classes

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

3. Elimination of Vacant Classes

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

4, Nonconsensual Confirmation

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

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

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

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

2. Transactions on the Effective Date

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

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

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

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

(4)  the capital structure of Reorganized FairPoint Camications as
set forth in Sections V and VI of the Plan will ipeeffect; and

(5) the New Board shall be installed without any furtaetion.

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

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

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

5 year maturity.

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

No upfront fee.

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

Amortization Schedule — Year 1: 1% annually, Yeat% annually, Year
3: 5% annually, Year 4: 15% annually and Year 3615% per quarter
for the first 3 quarters) with 63% bullet paymem#th quarter.

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

If FairPoint’s consolidated leverage ratio is ab@w@x at the end of the
fiscal year, FairPoint will be subject to a sweé@®o of its Excess Cash
Flow based upon an annual test and paid in theegulesit quarter,
providedthat, with respect to the test occurring for flsezar 2010,

Excess Cash Flow will be calculated for the pefrodh the Effective

Date through the end of such fiscal year and,afsWveep described herein
is applicable, will be payable in fiscal year 201f.FairPoint’s
consolidated leverage ratio is below 2.0x at thet @frthe fiscal year, such
sweep will be reduced to 50% of FairPoint’s Exdeéash Flow, as set
forth above.

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

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

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

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

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

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

4, Reorganization of FairPoint; Continuation of Businesses

On and after the Effective Date, Reorganized FamRaill continue to engage in its
respective businesses. Except as otherwise pibvidide Plan, FairPoint will continue to exist
after the Effective Date as a separate corpordiiioited liability company, partnership or other
legal entity, as the case may be, with all the pewé a corporation, limited liability company,
partnership or other legal entity, as the case beayursuant to the applicable law in the
jurisdiction in which each applicable entity incedlin the definition of “FairPoint” is
incorporated or organized and pursuant to the odisigecertificate of incorporation and bylaws
(or other organizational documents) in effect ptathe Effective Date, except with respect to
the New Organizational Documents (or other orgdiinal documents) that are amended by the
Plan, the Plan Supplement or otherwise, and texbkent such documents are amended, such
documents are deemed to be pursuant to the Plareguaule no further action or approval.
Notwithstanding the foregoing, but subject to thevisions of any applicable Regulatory
Settlement, on or as of the Effective Date, oramsas reasonably practicable thereafter, and
without the need for any further action, ReorgathizairPoint may: (a) cause any or all of
Reorganized FairPoint to be merged into one or mbReorganized FairPoint, dissolved or
otherwise consolidated, (b) cause the transfesséia between or among Reorganized FairPoint,
or (c) engage in any other transaction in furtheeaof the Plan.
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5. Reorganized FairPoint’s Obligations Under the Plan

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

Reorganized FairPoint.

(i) From and after the Effective Date, ReorganizedHsaint will, among

other things:

(1)

(@)

)

(4)

(5)

(6)

(7)
(8)
9)

administer the Plan and take all steps and exetutgstruments
and documents necessary to effectuate the Plan;

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

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

make decisions regarding the retention, engagerpantment and
replacement of professionals, employees and camgsjt

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

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

invest any Cash pending Distribution;
file appropriate tax returns; and

take such other actions as may be necessary cs@pie to
effectuate the Plan.

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

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

7. New Board
0] General

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

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

(i) Initial Number of Directors; Initial Compaosition

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

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

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

(B) if the holders of the FairPoint Communications UWnsed Claims reject
the Plan, then (1) one member of the New Boardhelthe chief executive officer of
Reorganized FairPoint Communications, (2) any pepmeviously nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan will not be cmlesed for nomination or election to the New
Board, and (3) eight members of the New Board bélhominated by the Lender Steering
Committeeprovided however that if the Lender Steering Committee determimzsto
nominate an additional member of the New Boaraepdace the individual previously nominated
pursuant to Section 8.6.2(b)(i)(C) of the Plan thenumber of directors on the New Board will
be reduced to eight and seven of such memberg di¢lwv Board will be nominated by the
Lender Steering Committee;

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

(i)  Reduction in Number of Directors

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

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

if the holders of the FairPoint Communications Unsed Claims vote to accept
the Plan, then the number of directors servinghenNlew Board will be reduced from nine to
seven and: (1) one member of the New Board withigechief executive officer of Reorganized
FairPoint Communications, (2) five members of ttewNBoard will be nominated by the Lender
Steering Committee, and (3) one member of the Near@will be nominated by the steering
committee of the Ad Hoc Committee of Senior Noteeo$ (in consultation with the Creditors’
Committee and the other members of the Ad Hoc Cdteenof Senior Noteholders); provided
however that in the event that a member of the New Bbasinot been nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan by the Plan Sepynt filing deadline, then the Persons
described therein will lose their right to nominatenember of the New Board and the Lender
Steering Committee will have the right to nominateadditional member of the New Board;
provided further, that if the Lender Steering Committegedaines not to nominate an
additional member of the New Board then the nunabelirectors on the New Board will be
reduced to six; or
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if the holders of FairPoint Communications Unsedu@éaims vote to reject the
Plan, then the number of directors serving on tee/ Board will be reduced from nine to six
and: (1) one member of the New Board will be thefolxecutive officer of Reorganized
FairPoint Communications, (2) any person previonsijinated pursuant to Section
8.6.2(b)(i)(C) of the Plan will not be considered homination or election to the New Board,
and (3) five members of the New Board will be noatéd by the Lender Steering Committee;
provided howevey that if the Lender Steering Committee determim&sto nominate an
additional member of the New Board to replace titgvidual previously nominated pursuant to
Section 8.6.2(b)(i)(C) of the Plan then the nundfetirectors on the New Board will be reduced
to five and four of such members of the New Boailtibe nominated by the Lender Steering
Committee.

(iv)  Qualifications of Directors

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

(v) Term of Office

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

8. Officers of Reorganized FairPoint
0] Generally

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

(i) Assumption of Executive Agreements

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

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

10. Revesting of Assets

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

11. Dissolution of the Creditors’ Committee

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

12.  Effectuating Documents; Further Transactions

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

13. Preservation of Certain Causes of Action; Defenses

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

14.  Cancellation of Existing Securities

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

15. Long Term Incentive Plan

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

16. Success Bonuses

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

17. Indemnification; Directors & Officers Insurance

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

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

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

2. Date of Distributions

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

3. Disbursing Agent

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

4, Rights and Powers of Disbursing Agent

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

5. Fees and Expenses of Disbursing Agent

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

6. Delivery of Distributions

(1) Distributions to Last Known Address

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

(i) Distributions to Prepetition Credit Agreement Agent

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

(i)  Distributions to Indenture Trustee

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

7. Unclaimed Distributions

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

8. Distribution Record Date

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

9. Manner of Payment

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

10. Time Bar to Cash Payments by Check

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

11. No Fractional Distributions

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

12. Fractional Cents

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

13.  Setoffs and Recoupment

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

14.  Allocation of Plan Distributions Between Principaland Interest

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

15. Distributions After Effective Date

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

16. Interest on Claims

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

74



17. No Distribution in Excess of Allowed Amount of Clam

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

18.  Ordinary Course Post-Petition Liabilities

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

19. Payment of Taxes on Distributions Received Pursuano the Plan

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

20. Estimation of Claims

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

21. Claims Reserves

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

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

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

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

2. Adjustment to Certain Claims Without a Filed Objection

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

3. No Distributions Pending Allowance

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

4. Distributions After Allowance

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

5. Resolution of Administrative Expense Claims and Clens

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

6. Disallowance of Certain Claims

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

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

8. Offer of Judgment

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

9. Amendments to Claims

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

10. Claims Paid and Payable by Third Parties

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

l. EXECUTORY CONTRACTS AND UNEXPIRED LEASES UNDER THE PLAN

Section 365 of the Bankruptcy Code provides FamPwith the power, subject to the
approval of the Bankruptcy Court, to assume orctajeexpired leases and executory contracts.
If an executory contract is rejected, the non-depéuty to the agreement may file a claim for
damages incurred by reason of the rejection. Thlkes®s for damages are treated as
prepetition, general Unsecured Claims. Rejectiimexpired leases of real property is subject
to certain limitations imposed by section 502(bjtef Bankruptcy Code. The Plan provisions

78



regarding the assumption or rejection of executortracts and unexpired leases are described
below.

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

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

2. Inclusiveness

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

3. Provisions Related to Cure Payments and Rejectionddnages

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

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

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

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

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

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

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

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

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

4, Indemnification Obligations

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

5. Insurance Policies

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

6. Benefit Plans

Notwithstanding anything contained in the Planhi® ¢ontrary, unless rejected by order
of the Bankruptcy Court, Reorganized FairPoint wilhtinue to honor, in the ordinary course of
business, the Benefit Plans of FairPoint enteramlbefore or after the Petition Date and not
since terminated.

FairPoint Communications is the contributing sparisothe FairPoint Communications
Northern New England Pension Plan for Managemenil&yees and the FairPoint
Communications Northern New England Pension PlaRRé&presented Employees (together, the

81



“Pension Plang. The Pension Plans are covered by Title IVief Employee Retirement
Income Security Act of 1974, as amended, (“ERTIS29 U.S.C. section 1301 et s€he
Pension Benefit Guaranty Corporation (the "PBY;@ United States Government corporation,
guarantees the payment of certain pension bengiftis termination of a pension plan covered
by Title IV of ERISA.

Upon confirmation of the Plan, FairPoint Commurimas (including Reorganized
FairPoint Communications) will assume and contittumaintain the Pension Plans, and
contribute to the Pension Plans the amount negegsaatisfy the minimum funding standards
under sections 302 and 303 of ERISA, 29 U.S.C.@®1nd 1083, and sections 412 and 430 of
the Internal Revenue Code, 26 U.S.C. 88 412 and 48@ Pension Plans may be terminated
after the Effective Date only if the statutory regments of either ERISA section 4041, 29
U.S.C. § 1341, or ERISA section 4042, 29 U.S.C342lare met.

Nothing in the Plan will be construed as dischaggneleasing or relieving FairPoint
Communications or its successors, including RearganFairPoint Communications, or any
party, in any capacity, from any liability imposedder any law or legally valid regulatory
provision with respect to the Pension Plans oPB&C. The PBGC and the Pension Plans will
not be enjoined or precluded from enforcing suahility as a result of any provision of the Plan
or the Confirmation Order.

FairPoint originally assumed these retirement agtkbt liabilities as part of the Merger.
The Creditors Committee has asserted that the valverizon of the assumption of these
liabilities may be a component of a damage or avmeé claim against Verizon as described
above.

7. Retiree Benefits

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

8. Amended Collective Bargaining Agreements

On the Effective Date, the collective bargainingeggnents by and between Northern
New England Telephone Operations LLC and Telepl@merating Company of Vermont LLC
(the two companies doing business as FairPoint Qamuations) and International Brotherhood
of Electrical Workers, AFL-CIO Locals 2320, 232&de2327 and Communications Workers of
America, AFL-CIO will be deemed automatically assainas amended by the Labor MOU.
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J. CONDITIONS PRECEDENT TO THE EFFECTIVE DATE
1. Conditions Precedent to Effectiveness

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

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

(i) the Bankruptcy Court will have entered the ConfitiovaOrder which will
have become a Final Order;

(i) the treatment of inter-company claims and the apgsiom of post-
reorganization operating contracts will be reasbnsétisfactory to the Lender Steering
Committee;

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

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

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

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

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

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

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

3. Satisfaction of Conditions

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

K. EFFECT OF CONFIRMATION
1. Binding Effect

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

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

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

3. Discharge of Debtors

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

4. Reservation of Causes of Action/Reservation of Righ

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

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

For purposes of the Plan, Released Parties will ihae (a) the current or former
directors, officers, employees, Affiliates, agentsccountants, financial advisors, investment
bankers, restructuring advisors, attorneys and repesentatives, and other professionals of
or to FairPoint and the Debtors-in-Possession whasved or were employed in such
capacities after the Petition Date, and each of tiverespective agents and representatives
(b) the Prepetition Credit Agreement Agent, (c) Prpetition Credit Agreement Lenders,

(d) the Consenting Lenders, (e) the Lender SteerinGommittee, (f) the DIP Agent, (g) the
DIP Lenders, (h) Bank of America, in its capacity & Disbursing Agent, (i) the members of
the Ad Hoc Committee of Senior Noteholders, and (jior each of (b) through (i), their
respective officers, directors, employees, Affili&s, agents, partners, members,
representatives, employees, financial advisors, iagtment bankers, restructuring advisors,
attorneys and other professionalsprovided, howeverf no Distributions are made on
account of Class 7 FairPoint Communications Unseced Claims in accordance with
Section 5.7.2(b) of the Plan, then clause 1.109¢f)the Plan will be deemed to be deleted
from this definition and the members of the Ad HoacCommittee of Senior Noteholders (and
their respective officers, directors, employees, Afiates, agents, partners, members,
representatives, employees, financial advisors, iagtment bankers, restructuring advisors,
attorneys and other professionals) will not be inclded within this definition of Released
Parties.

None of FairPoint, the Debtors-in-Possession, theg@rganized Debtors, and the
other Released Parties will have or incur any liabity for any Claim, Cause of Action or
other assertion of Liability for any act taken or amitted to be taken in connection with,

85



relating to or arising out of the Chapter 11 Caseghe formulation, dissemination,
implementation, approval, confirmation, consummatia or administration of the Plan,
property to be distributed under the Plan or any oher act or omission in connection with,
relating to or arising out of the Chapter 11 Casegshe Plan, the Disclosure Statement or any
contract, instrument, document or other agreement elated thereto;provided however that
the foregoing will not affect the Liability of any Person resulting from any such act or
omission to the extent such act or omission is deteined by a Final Order to have
constituted willful misconduct, fraud, gross neglignce, criminal conduct, breach of
fiduciary duty (to the extent applicable) andultra viresacts. This exculpation will be in
addition to, and not in limitation of, all other releases, indemnities, discharges and any
other applicable law or rules protecting such Persas from liability. Furthermore, this
exculpation is not intended to violate any requirerant of the New York Rules of
Professional Conduct.

2. Releases

Effective as of the date the Plan is confirmed, bugubject to the occurrence of the
Effective Date, and in consideration of the serviceof the Released Patrties, to the fullest
extent permissible under applicable law, as such\wamay be extended or interpreted
subsequent to the Effective Date, FairPoint, theirespective Estates, Reorganized FairPoint
and each Person who, directly or indirectly, has Hd, holds, or may hold Claims or Old
FairPoint Equity Interest will release, waive and dscharge unconditionally and forever
each of the Released Parties from any and all ClasnCauses of Action and Liabilities
whatsoever (including those arising under the Bankiptcy Code), whether known or
unknown, foreseen or unforeseen, existing or heredfiter arising in law, equity, or
otherwise, based in whole or in part on any act, orssion, transaction, event or other
occurrence: (a) taking place before the Petition &te in connection with or relating to
FairPoint; and (b) in connection with, related to,or arising out of FairPoint’'s Chapter 11
Cases, the pursuit of confirmation of the Plan, theonsummation thereof, the
administration thereof or the property to be distributed thereunder; provided that the
foregoing will not operate as a waiver of or releasfrom any Causes of Action resulting
from the willful misconduct, fraud, gross negligene, criminal conduct, breach of fiduciary
duty (to the extent applicable) andultra vires acts of any Released Partyprovided further,
that solely with respect to any Person (other thafairPoint, their respective Estates, or
Reorganized FairPoint) who does not vote to accefite Plan or who is not deemed to have
accepted the Plan, the release by such Person ofyasf the Released Parties will be solely to
the extent that such Released Party would have a @iEffective Date indemnification claim
against FairPoint; provided further that (i) the foregoing releases will not apply to
obligations arising under the Plan, and (ii) the foegoing releases will not be construed to
prohibit a party in interest from seeking to enforae the terms of the Plan. Furthermore, the
foregoing releases are not intended to violate amgquirement of the New York Rules of
Professional Conduct.

For the avoidance of doubt, Section 14.2 of the Riashall not limit the
implementation of a Regulatory Settlement or, as tthe business and activities of FairPoint
as conducted on and after the Effective Date of thelan, the application and enforcement
of applicable state law (consistent with the provisns of the Regulatory Settlements) with
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respect to the regulation of FairPoint by any govarmental unit including the MPUC,
VPSB and/or the NHPUC.

The Creditors Committee has advised FairPoint thatt believes, based upon its
preliminary investigations, that claims exist underapplicable laws against persons who are
Released Parties with respect to the Merger and thgayment of dividends to shareholders.
Under applicable law, however, non-debtor releasesme appropriate when, among other
things: (i) the estate has received substantial ceileration, (ii) the released claims would
indirectly impact the reorganization by giving riseto claims of indemnification or
contribution, (iii) the plan otherwise provides for the full payment of the released claims, or
(iv) the affected creditors consent.See, e.g.In re Metromedia Fiber Network, InG.416 F.3d
136 (2d Cir. 2005). In this case, it is FairPoing belief that the foregoing releases are
appropriate under applicable law. The Bankruptcy Gourt will determine the issue of
whether the releases are appropriate at the Confirmtion Hearing.

3. Avoidance Actions/Objections

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

4, Injunction or Stay

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

Except as otherwise expressly provided for in thel&n, from and after the Effective
Date, all Persons will be precluded from assertinggainst FairPoint, the Debtors-in-
Possession, FairPoint’s Estates, Reorganized Fairidg the Released Parties, and their
respective assets and properties, any other Clainas Equity Interests in connection with,
relating to or arising out of any documents, instruments, or any act or omission,
transaction or other activity of any kind or nature relating to FairPoint that occurred
before the Effective Date.

The rights afforded in the Plan and the treatment 6all Claims and Equity Interests
therein will be in exchange for and in complete s&faction of all Claims and Equity
Interests of any nature whatsoever, including, witbut limitation, any interest accrued on
Claims from and after the Petition Date, against FatPoint or any of their respective assets,
properties or Estates. On the Effective Date, auch Claims against, and Equity Interests
in FairPoint will be fully released and discharged.
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For the avoidance of doubt, Section 14.4 of the Riashall not limit the
implementation of a Regulatory Settlement or, as tthe business and activities of FairPoint
as conducted on and after the Effective Date of thelan, the application and enforcement
of applicable state law (consistent with the provisns of the Regulatory Settlements) with
respect to the regulation of FairPoint by any govarmental unit including the MPUC,

VPSB and/or the NHPUC.

5. United States Government Claims

Nothing in the Confirmation Order or the Plan shall effect a release of any claim by
the United States Government or any of its agenciesmcluding without limitation any claim
arising under the Internal Revenue Code, the envinomental laws or any criminal laws of
the United States against the Released Parties, nglall anything in the Confirmation
Order or the Plan enjoin the United States from brhging any claim, suit, action or other
proceeding against the Released Parties for any baity whatsoever, including without
limitation any claim, suit or action arising under the Internal Revenue Code, the
environmental laws or any criminal laws of the Unied States, nor shall anything in the
Confirmation Order or the Plan exculpate any partyfrom any liability to the United States
Government or any of its agencies, including anyabilities arising under the Internal
Revenue Code, the environmental laws or any crimiddaws of the United States against
the Released Parties. This paragraph, however, sha no way affect or limit the
discharge granted to FairPoint under sections 524ral 1141 of the Bankruptcy Code.

M. RETENTION OF JURISDICTION

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

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

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

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

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

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

(vi)  issue such orders in aid of execution of the Rtathe extent authorized
by section 1142 of the Bankruptcy Code;
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(vii)  consider any amendments to or modifications ofRlaa or to cure any
defect or omission, or reconcile any inconsistemtyny order of the Bankruptcy Court,
including, without limitation, the Confirmation Ced

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

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

x) hear and determine all disputes involving the exis¢, scope and nature
of the discharges granted under the Plan, the @oation Order or the Bankruptcy Code;

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

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

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

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

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

Section XVI of the Plan provides for certain adufitl provisions including, but not
limited to, effectuating documents and further si@stions, withholding and reporting
requirements, corporate action, modification of Bt&n, revocation or withdrawal of the Plan,
the Plan Supplement, payment of statutory feesnpken from transfer taxes and expedited tax
determination.
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VII.
CERTAIN FACTORS TO BE CONSIDERED

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

A. GENERAL CONSIDERATIONS

The formulation of a reorganization plan is thenpipal purpose of a chapter 11 case.
The Plan sets forth the means for satisfying thieua Claims against FairPoint.
Reorganization of FairPoint under the proposed Blsm avoids the potentially adverse impact
of a liquidation on employees of FairPoint and camgnof its customers, suppliers and trade
vendors.

B. CERTAIN BANKRUPTCY CONSIDERATIONS
1. Parties-in-Interest May Object to FairPoint’s Classfication of Claims

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

2. Failure to Satisfy Vote Requirement

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

3. Risk of Non-Confirmation of Plan; Feasibility

Even if all Impaired Classes of Claims accept erdgegemed to have accepted the Plan,
or, with respect to a Class that rejects or is d&kta reject the Plan, the requirements for
“cramdown” are met, the Bankruptcy Court, which exercise substantial discretion, may
determine that the Plan does not meet the requirenfier confirmation under section 1129(a)
and (b) of the Bankruptcy Cod&ee Section X.C. (“Confirmation of the Plan—Requiments
for Confirmation of the Plan”). Section 1129(a) of the Bankruptcy Code requmesyng other
things, a demonstration that the confirmation ef Bian will not be followed by liquidation or
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need for further financial reorganization of FairR@nd that the value of distributions to
creditors who vote to reject the Plan not be Ikas the value of distributions such creditors
would receive if FairPoint were liquidated undeapter 7 of the Bankruptcy Cod&ee Section
X.C.1 (“Confirmation of the Plan—Requirements for @firmation of the Plan—

Requirements of Section 1129(a) of Bankruptcy CogeAlthough FairPoint believes that the
Plan will meet the requirements for confirmatidrere can be no assurance that the Bankruptcy
Court will reach the same conclusion.

4. Non-Consensual Confirmation

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

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

5. FairPoint May Object to the Amount of a Claim

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

6. Risk of Not Receiving Regulatory Approvals

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

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

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

8. Risk of Liquidation

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

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

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

1. Risks Associated with FairPoint’'s Business Operatits

An additional discussion of the risks associatetth WairPoint’s business operations is set
forth in FairPoint Communications’ Annual ReportBorm 10-K for the fiscal year ended
December 31, 2008, filed with the Securities andhaxge Commission on March 5, 2009, as
supplemented by FairPoint Communications’ QuartBeyports on Form 10-Q for the quarterly
periods ended (i) March 31, 2009, filed with the$#ies and Exchange Commission on May 5,
2009, as amended on May 8, 2009, (ii) June 30, 2068 with the Securities and Exchange
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Commission on August 5, 2009 and (iii) September2B09, filed with the Securities and
Exchange Commission on November 20, 2088e Section VIl (“Certain Factors to be
Considered”) Such risks include, without limitation:

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

» the restrictions imposed by agreements governimg?&imt’'s indebtedness;

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

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

* the geographic concentration of FairPoint's busnagviaine, New Hampshire and
Vermont;

» FairPoint’'s dependence on third party providerscfarcal services;
» systems functionality issues that FairPoint hasdagince the Cutover;

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

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

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

3. Dividend Policies for Reorganized FairPoint Commurgations

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

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

The Projections forecast Reorganized FairPointeragons through the period ending
December 31, 2013. The Projections are based mermws assumptions that are an integral
part of the Projections, including confirmation asmhsummation of the Plan in accordance with
its terms, the anticipated future performance affi@anized FairPoint, industry performance,
general business and economic conditions, competiéidequate financing and other matters,
many of which will be beyond the control of FairRpiand some or all of which may not
materialize. In addition, unanticipated events aincumstances occurring subsequent to the
date that this Disclosure Statement is approvetth&yBankruptcy Court may affect the actual
financial results of Reorganized FairPoint’s operad. These variations may be material and
may adversely affect the value of the New Commamlsand the ability of Reorganized
FairPoint to pay the obligations owing to certagiders of Claims entitled to Distributions under
the Plan. Because the actual results achieveddhout the periods covered by the Projections
may vary from the projected results, the Projedisinould not be relied upon as a guarantee,
representation or other assurance of the actualksebkat will occur.

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

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

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

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

3. Disclosure Statement May Contain Forward Looking Satements

This Disclosure Statement may contain “forward lagkstatements” within the meaning
of the Private Securities Litigation Reform Actk895, as amended. Such statements consist of
any statement other than a recitation of histoffi@ei and can be identified by the use of forward
looking terminology such as “may,” “expect,” “anpate,” “estimate” or “continue” or the
negative thereof or other variations thereon orgamble terminology. The reader is cautioned
that all forward looking statements are necessapBculative and there are certain risks and
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uncertainties that could cause actual events oitse® differ materially from those referred to

in such forward looking statements. The Liquidatinalysis attached hereto Bzhibit C,
distribution projections and other information cined herein and attached hereto are estimates
only, and the timing and amount of actual distiidms to holders of Allowed Claims may be
affected by many factors that cannot be prediciHtkrefore, any analyses, estimates or
recovery projections may or may not turn out t@beurate.

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

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

5. No Admissions Made

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

6. Failure to Identify Litigation Claims or Projected Objections

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

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

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

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

Counsel to and other advisors retained by FairR@ae relied upon information
provided by FairPoint in connection with the pregtem of this Disclosure Statement. Although
counsel to and other advisors retained by FairH@me performed certain limited due diligence
in connection with the preparation of this Disclas&tatement, they have not verified
independently the information contained herein.
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9. Potential Exists for Inaccuracies, and FairPoint Hg No Duty to Update

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

10. No Representations Outside the Disclosure Statemeate Authorized

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

F. CERTAIN TAX CONSIDERATIONS

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

VIII.
RESALE OF SECURITIES RECEIVED UNDER THE PLAN

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

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

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

(A) purchases a claim against, interest in, or clainafo

administrative expense in the case concerningdébeor, if such purchase is with a view to
distribution of any security received or to be reed in exchange for such a claim or interest;
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(B) offers to sell securities offered or sold undergtan for the
holders of such securities;

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

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

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

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

(2)  An entity is not an underwriter under Section 2(&fljhe Securities Act
or under paragraph (1) of this subsection witheesfp an agreement that provides only for—

A) () the matching or combining of fractional inteiem
securities offered or sold under the plan into whoterests, or;

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

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

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

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

On the Effective Date, Reorganized FairPoint Comigations will enter into the
Registration Rights Agreement with each holderrebger than 10%, on a fully diluted basis, of
the New Common Stock. Each Holder of RegistrablauSies will be entitled to request an
aggregate of two demand registratigmsivided that no such rights will be demanded prior to
the expiration of the date which is one hundrethtgig180) days following the Effective Date.
Moreover, if any Holder of Registrable Securitiectmes the holder of less than 7.5% of the
New Common Stock, such holder’s rights under thgifetion Rights Agreement will
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terminate. A form of the Registration Rights Agres including a form of shelf registration
agreement if necessary, will be included in thenFapplement.

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

IX.
VOTING REQUIREMENTS

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

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

BMC Group, Inc.

444 North Nash Street

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

If you wish to obtain an additional copy of the ®l¢his Disclosure Statement or any
exhibits to such documents, at your own expendessmtherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Graup, by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 23880100 or by electronic mail at
fairpoint@bmcgroup.com.

The Bankruptcy Court may confirm the Plan onlyt détermines that the Plan complies
with the technical requirements of chapter 11 efBankruptcy Code and that the disclosures of
FairPoint concerning the Plan have been adequdtbare included information concerning all
Distributions made or promised by FairPoint in aection with the Plan and the Chapter 11
Cases. In addition, the Bankruptcy Court mustrdetee that the Plan has been proposed in
good faith and not by any means forbidden by law.
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In particular, in order to confirm the Plan, thenReuptcy Code requires the Bankruptcy
Court to find, among other things, that the Planhd@s been accepted by the requisite votes of all
Impaired Classes unless approval will be sougheusdction 1129(b) of the Bankruptcy Code
in respect of one or more dissenting Classes, wiiay be the case under the Plan; (ii) is
“feasible,” which means that there is a reasonpldéability that confirmation of the Plan will
not be followed by liquidation or the need for hat financial reorganization; and (iii) is in the
“best interests” of all holders of Claims or Equityerests, which means that such holders will
receive at least as much under the Plan as theldweceive in a liquidation under chapter 7 of
the Bankruptcy Code. FairPoint believes that tlae Batisfies all of these conditions.

A. VOTING DEADLINE

This Disclosure Statement and the appropriate Ea)lare being distributed to all
holders of Claims who are entitled to vote on ttenP There is a separate Ballot designated for
each impaired voting Class in order to facilitatéevtabulation; however, all Ballots are
substantially similar in form and substance (ext¢kat, as noted below, the Ballots sent to
holders of Unsecured Claims will permit them taceleertain treatment of their Claims), and the
term “Ballot” is used without intended referenceahe Ballot of any specific Class of Claims.

IN ACCORDANCE WITH THE DISCLOSURE STATEMENT APPROMAORDER,
IN ORDER TO BE CONSIDERED FOR PURPOSES OF ACCEPTIIB REJECTING THE
PLAN, ALL BALLOTS MUST BE RECEIVED BY THE VOTING AGENT NO LATER
THAN [ : ]1[].M. (NEW YORK TIME) ON | |, @10, THE VOTING DEADLINE.
ONLY THOSE BALLOTS ACTUALLY RECEIVED BY THE VOTINGDEADLINE WILL
BE COUNTED AS EITHER ACCEPTING OR REJECTING THE PNA

B. HOLDERS OF CLAIMS ENTITLED TO VOTE

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

In general, a holder of a Claim or Equity Inten@sty vote to accept or reject a plan if (1)
the claim or interest is “allowed,” which means geaily that it is not disputed, contingent or
unliquidated and (2) the claim or interest is impdiby a plan. If the holder of an Impaired
Claim or Equity Interest will not receive any dibtrtion under the Plan in respect of such claim
or interest, the Bankruptcy Code deems such hoddeave rejected the Plan and provides that
the holder of such Claim or Equity Interest is antitled to vote. If the Claim or Equity Interest
is not Impaired, the Bankruptcy Code conclusivelyspmes that the holder of such Claim or
Equity Interest has accepted the Plan and providgshe holder is not entitled to vote.
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The holder of a Claim against FairPoint that isgaimed” under the Plan is entitled to
vote to accept or reject the Plan if (1) the Pleovjales a distribution in respect of such Claim
and (2) (a) the Claim has been scheduled by FaitRand such Claim is not scheduled as
disputed, contingent or unliquidated) or (b) thédkeo had timely filed a proof of Claim pursuant
to sections 502(a) and 1126(a) of the BankruptogeCand Bankruptcy Rules 3003 and 3018.
Any Claim against FairPoint objected to by FairRain or prior to | |, 2010, will not
be counted for any purpose in determining whetheréquirements of section 1126(c) of the
Bankruptcy Code have been met, unless, and taxteatehat, a claimant, whose Claim has
been objected to, files, on or before | 01.® a motion for temporary allowance for
voting purposes under Bankruptcy Rule 3018, andtre&ruptcy Court grants such motion for
temporary allowance.

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

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

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

C. VOTE REQUIRED FOR ACCEPTANCE OF CLASS

As a condition to confirmation, the Bankruptcy Cadquires that each Class of Impaired
Claims and Equity Interests vote to accept the ,Riacept under certain circumstanc&ze
Section IX.B (“Voting Requirements—Holders of ClaisnEntitled to Vote”) Section 1126(c)
of the Bankruptcy Code defines acceptance of alpyaa class of impaired claims as acceptance
by holders of at least two-thirds in dollar amoant more than one-half in number of claims in
that class, but, for that purpose, counts onlyehelso actually vote to accept or reject the plan.
Thus, a class of claims will have voted to acckptglan only if two-thirds in dollar amount and
a majority in number actuallyoting cast their Ballots in favor of acceptance. Haddefr Claims
who fail to vote are not counted as either accgpainrejecting a plan.
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Section 1126(d) of the Bankruptcy Code defines piecee of a plan by a class of
impaired equity interests as acceptance by holofess least two-thirds in amount of interests in
that class, but for that purpose, counts only thase actuallywoteto accept or reject the plan.
Thus a class of Impaired Equity interests will hawted to accept the plan if two-thirds of the
interests actually voted are voted in favor of ataece. Holders of Equity Interests who fail to
vote are not counted as either accepting or reggctie Plan.

D. VOTING PROCEDURES
1. Ballots

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

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

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

Ballots must be delivered to the Voting Agent, at:

If by reqular mai

BMC Group, Inc.

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

Chanhassen, MN 55317-3020

If by messenger or overnight delivery

BMC Group, Inc.

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

Chanhassen, MN 55317

its address set forth above, and received by thimy®eadline. THE METHOD OF
SUCH DELIVERY IS AT THE ELECTION AND RISK OF THE HO LDER. If such
delivery is by mail, it is recommended that holdess an air courier with a guaranteed next day
delivery or registered mail, properly insured, wigiurn receipt requested. In all cases,
sufficient time should be allowed to assure tinujivery.
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In accordance with Rule 3018(c) of the BankruptcyeR, the Ballots are based on
Official Form No. 14, but have been modified to e particular needs of these cases.
PLEASE CAREFULLY FOLLOW THE DIRECTIONS CONTAINED ORACH ENCLOSED
BALLOT.

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

2. Withdrawal or Change of Votes on Plan

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

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

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

3. Voting Multiple Claims

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

X.
CONFIRMATION OF THE PLAN

A. CONFIRMATION HEARING

The Bankruptcy Code requires the Bankruptcy Caiftgr notice, to hold a confirmation
hearing with respect to the Plan. At the ConfiioraHearing, the Bankruptcy Court will
confirm the Plan only if all of the requirementsseiction 1129 of the Bankruptcy Code
described below are met.
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The Confirmation Hearing has been scheduled to cemesnon | |, 2010 at
[ ][]m.(New York time) before the Honoraliderton R. Lifland, United States
Bankruptcy Judge, in Room 623 of the United StBskruptcy Court for the Southern District
of New York, One Bowling Green, New York, New YdR004. The Confirmation Hearing
may be adjourned from time to time by the Bankry@ourt without further notice, except for
an announcement of the adjourned date made atahiri@ation Hearing.

B. DEADLINE TO OBJECT TO CONFIRMATION

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

C. REQUIREMENTS FOR CONFIRMATION OF THE PLAN

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

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

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

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

(2) FairPoint has complied with the applicable provisiof the Bankruptcy
Code.
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3) The Plan has been proposed in good faith and nabhpyneans
proscribed by law.

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

5) FairPoint has disclosed the identity and affiliaof any individual
proposed to serve, after confirmation of the Péena director or officer of FairPoint, an affiliate
of FairPoint participating in a Plan with FairPoarta successor to FairPoint under the Plan, and
the appointment to, or continuance in, such offitsuch individual is consistent with the
interests of creditors and equity holders and withlic policy, and FairPoint has disclosed the
identity of any insider that will be employed otamed by FairPoint and the nature of any
compensation for such insider.

(6)  Any governmental regulatory commission with jurcdins, after
confirmation of the Plan, over the rates of thetdebas approved any rate change provided for
in the Plan, or such rate change is expressly tiondd on such approval.

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

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

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

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

(11) Confirmation of the Plan is not likely to be folle@ by the liquidation or
the need for further financial reorganization ofrPaint or any successor to FairPoint under the
Plan, unless such liquidation or reorganizatiopragposed in the PlarSee Section X.C.3
(“Confirmation of the Plan—Requirements for Confirration of the Plan—Feasibility”)
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(12) The Plan provides for the continuation after thie&fve Date of payment
of all “retiree benefits” (as defined in sectionl#lof the Bankruptcy Code), at the level
established pursuant to subsection 1114(e)(1)(B)L&A(g) of the Bankruptcy Code at any time
prior to confirmation of the Plan, for the duratiohthe period FairPoint has obligated it to
provide such benefits, if any.

(b) Best Interests Test

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

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

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

The foregoing types of Claims, costs, expenses,dad such other Claims that may arise
in a liquidation case would be paid in full fromethquidation proceeds before the balance of
those proceeds would be made available to payhmpter 11 priority and unsecured claims.
Under the absolute priority rule, no junior credieould receive any distribution until all senior
creditors are paid in full, with interest, and mquity holder receives any distribution until all
creditors are paid in full, with interest. FairRbelieves that in a chapter 7 case, holders of
Claims and Equity Interests in Classes 9 and 1llduaeceive no distributions of property.
Accordingly, the Plan satisfies the rule of abselptiority.
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After consideration of the effects that a chaptéquidation would have on the ultimate
proceeds available for distribution to creditorgiohapter 11 case, including (i) the increased
costs and expenses of a liquidation under chapaeisihg from fees payable to a trustee in
bankruptcy and professional advisors to such te,gi@ the erosion in value of assets in a
chapter 7 case in the context of the expeditiaysdiation required under chapter 7 and the
“forced sale” atmosphere that would prevail anij $iibstantial increases in claims which would
be satisfied on a priority basis, FairPoint hagdrined that confirmation of the Plan will
provide each creditor and equity holder with a very that is not less than it would receive
pursuant to a liquidation of FairPoint under chaptef the Bankruptcy Code.

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

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

(c) Liguidation Analysis

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

2. Acceptance by Impaired Classes

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

3. Feasibility

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

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

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

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

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

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

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

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

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

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

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

XI.
ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF TH E PLAN

A. LIQUIDATION UNDER CHAPTER 7

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

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

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

XILI.
CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

A. INTRODUCTION

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

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

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

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

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

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

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

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

1. Cancellation of Debt and Reduction of Tax Attributes

In general, absent an exception, a debtor wilizeand recognize cancellation of debt
income (“COD Incom8® upon satisfaction of its outstanding indebtednies total consideration
less than the amount of such indebtedness. Thear@mbdCOD Income, in general, is the excess
of (a) the adjusted issue price of the indebtedsassfied, over (b) the sum of (x) the amount of
Cash paid, (y) the issue price of any new indel#ssgiof the taxpayer issued and (z) the fair
market value of any new consideration (includingM@ommon Stock and New Warrants)
given in satisfaction of such indebtedness atithe bf the exchange.

A debtor will not, however, be required to inclualey amount of COD Income in gross
income if the debtor is under the jurisdiction afaurt in a case under chapter 11 of the
Bankruptcy Code and the discharge of debt occursupnt to that proceeding. Instead, as a
consequence of such exclusion, a debtor must ratiutae attributes by the amount of COD
Income that it excluded from gross income purst@&ection 108 of the IRC. In general, tax
attributes will be reduced in the following ord€a) net operating losses (“NO1s(b) most tax
credits; (c) capital loss carryovers; (d) tax basiassets (but not below the amount of liabilities
to which the debtor remains subject); (e) passotwity loss and credit carryovers; and (f)
foreign tax credits. A debtor with COD Income nedgct first to reduce the basis of its
depreciable assets pursuant to Section 108(b)(ediRC, though it has not been determined
whether FairPoint would make this election. In tbatext of a consolidated group of
corporations, the tax rules provide for a compledeang mechanism in determining how the tax
attributes of one member can be reduced by the @©@ne of another member.

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

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

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

(1) General Section 382 Annual Limitation

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

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

(i) Special Bankruptcy Exceptions

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

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

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

3. Alternative Minimum Tax

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

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

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

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

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

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

0] Treatment of a Debt Instrument as a Security

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

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

If a debt instrument constituting a surrenderee#d Prepetition Credit Agreement
Claim and the New Term Loan are each treated as@ufity” for U.S. federal income tax
purposes, the exchange of a U.S. Holder’s Allowegp&tition Credit Agreement Claim for the
New Term Loan should be treated as a recapitadizatind therefore a reorganization, under the
IRC. If a debt instrument constituting a surrerdefllowed Prepetition Credit Agreement
Claim is treated as a security for U.S. federabme tax purposes, the exchange of a U.S.
Holder’s Allowed Prepetition Credit Agreement Clafion the New Common Stock should be
treated as a recapitalization, and therefore aggegnzation, under the IRC. A U.S. Holder of a
surrendered Allowed Prepetition Credit Agreemeraii@lwill recognize gain, but not loss, on
the exchange. Specifically, the U.S. Holder valtognize (a) capital gain, subject to the
“market discount” rules discussed below, to theeekbf the lesser of (i) the amount of gain
realized from the exchange or (ii) the amount dh&w property” (.e., property that is not a
“security” for U.S. federal income tax purposegisas Cash, and “securities” to the extent that
the principal amount of securities received exceldgrincipal amount of securities
surrendered) received, and (b) ordinary interesinme to the extent that the New Term Loan
and/or New Common Stock are treated as receivedtisfaction of accrued but untaxed interest
on the debt instrument underlying the Allowed Ptitjoe Credit Agreement ClaimSee Section
XII.C.1.v (“Certain Federal Income Tax Consideratis—Certain U.S. Federal Income Tax
Consequences of the Plan to U.S. Holders of Allow&dims—Consequences to U.S. Holders
of Prepetition Credit Agreement Claims—Accrued Ingst”). In such case, a U.S. Holder’s tax
basis in its New Term Loan and New Common Stockikhbe equal to the tax basis of the
obligation constituting the Allowed Prepetition @iteAgreement Claim surrendered therefor
(increased by the amount of any gain recognizeddaadeased by the fair market value of “other
property” received). In addition, a U.S. Holdenalding period for its New Term Loan and
New Common Stock should include the holding pefadhe obligation constituting the
surrendered Allowed Prepetition Credit Agreemeraii@| provided that the tax basis of any
New Term Loan or New Common Stock treated as redeiv satisfaction of accrued but
untaxed interest should equal the amount of suctuad but untaxed interest, and the holding
period for any such New Term Loan and New CommariSshould not include the holding
period of the debt instrument constituting the endered Allowed Prepetition Credit Agreement
Claim. However, it is not FairPoint’s current inten to treat the exchange of Allowed
Prepetition Credit Agreement Claims as a tax-detereorganization.

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

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

Certain U.S. Federal Income Tax Consequences of Bian to U.S. Holders of Allowed
Claims—Consequences to U.S. Holders of Prepetitienedit Agreement Claims—Accrued
Interest”). A U.S. Holder’s tax basis in the New Term Loaneaived on the Effective Date
should equal its issue price and a U.S. Holdekdtsis in the New Common Stock should
equal its fair market value. A U.S. Holder’s holgiperiod for the New Term Loan and New
Common Stock received on the Effective Date shbelgin on the day following the Effective
Date.

(iv)  Issue Price of a Debt Instrument

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

(v) Accrued Interest

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

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

(vi)  Market Discount

Under the “market discount” provisions of Sectid236 through 1278 of the IRC, some
or all of any gain realized by a U.S. Holder exajiag the debt instruments constituting its
Allowed Claim may be treated as ordinary incomst@ad of capital gain), to the extent of the
amount of “market discount” on the debt constitgtine surrendered Allowed Claim.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

4. Consequences to U.S. Holders of Holding the New TarLoan

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

(i) Sale or Retirement of the New Term Loan

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(1) Dividends on New Common Stock

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

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

(i) Interest on the New Term Loan

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

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

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

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

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

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

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

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

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

E. WITHHOLDING AND REPORTING

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

In addition, from an information reporting perspeet U.S. Treasury Regulations
generally require disclosure by a taxpayer on iS. federal income tax return of certain types
of transactions in which the taxpayer participatediuding, among other types of transactions,
certain transactions that result in the taxpayadsning a loss in excess of specified thresholds.
Holders are urged to consult their tax advisoraurdigg these regulations and whether the
transactions contemplated by the Plan would beestibp these regulations and require
disclosure on the holders’ tax returns.
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THE FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN AREOMPLEX.
THE FOREGOING SUMMARY DOES NOT DISCUSS ALL ASPECTHY FEDERAL
INCOME TAXATION THAT MAY BE RELEVANT TO A PARTICULAR HOLDER IN
LIGHT OF SUCH HOLDER'S CIRCUMSTANCES AND INCOME TASITUATION. ALL
HOLDERS OF CLAIMS AND EQUITY INTERESTS SHOULD CON3O WITH THEIR
TAX ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCE®O THEM OF THE
TRANSACTIONS CONTEMPLATED BY THE PLAN, INCLUDING T APPLICABILITY
AND EFFECT OF ANY STATE, LOCAL OR NON-U.S. TAX LAWSAND OF ANY
CHANGE IN APPLICABLE TAX LAWS.

XIII.
CONCLUSION

FairPoint believes that confirmation and implemgateof the Plan is preferable to any
of the alternatives described above because ifpnaNide the greatest recoveries to holders of
Claims. Any alternative to confirmation of the Rlauch as liquidation or attempts to confirm
another plan of reorganization, would involve sigaint delays, uncertainty, and substantial
additional administrative costs. Moreover, as dbed above, FairPoint believes that its
creditors will receive greater and earlier recoe®iiinder the Plan than those that could be
achieved in a liquidation. FOR THESE REASONS, FR(RNT URGES ALL HOLDERS OF
IMPAIRED CLAIMS ENTITLED TO VOTE ON THE PLAN TO ACEPT AND TO
EVIDENCE SUCH ACCEPTANCE BY RETURNING THEIR BALLOTSO THAT THEY
WILL BE RECEIVED WITHIN THE TIME STATED IN THE NOTCE OF CONFIRMATION
HEARING AND DISCLOSURE STATEMENT APPROVAL ORDER SBM&D WITH THIS
DISCLOSURE STATEMENT.
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SECOND AMENDED JOINT PLAN OF REORGANIZATION OF FAIR POINT
COMMUNICATIONS, INC. AND ITS SUBSIDIARIES UNDER CHA PTER 11 OF THE
BANKRUPTCY CODE

FairPoint Communications, Inc. and its direct amtinect subsidiaries, as
debtor$ and Debtors-in-Possession, hereby respectfullggze the following Second Amended
Joint Plan of Reorganization pursuant to the promis of chapter 11 of the Bankruptcy Code:

SECTION |
DEFINITIONS

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

1.1 “Ad Hoc Committee of Senior Noteholdémmeans the ad hoc committee
of the holders of the Senior Notes representedarChapter 11 Cases by Stroock & Stroock &
Lavan LLP.

1.2  “Adequate Protection Claimisneans rights to adequate protection arising
under the DIP Order.

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

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

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

L All of the debtors are identified on Exhibitd this Plan.



no objection to the allowance thereof, or actioedaitably subordinate or otherwise limit
recovery with respect thereto, has been interpostih the applicable period of limitation fixed
by the Plan, the Bankruptcy Code, the Bankruptche®ar a Final Order, or as to which an
objection has been interposed and such Claim has ddeowed in whole or in part by a Final
Order, (c) any Claim expressly allowed by a Fined€ or under the Plan, or (d) any Claim that
is compromised, settled or otherwise resolved @nsto a Final Order of the Bankruptcy Court
or the authority granted Reorganized FairPoint u&detion 10.5 of this Plaprovided,
howeverthat Claims temporarily allowed solely for the pose of voting to accept or reject the
Plan pursuant to an order of the Bankruptcy Cchatl s1ot be considered Allowed Claims.
Unless otherwise specified in the Plan or by oaféhe Bankruptcy Court, (i) an Allowed
Administrative Expense Claim or an Allowed Clainabmot, for any purpose under the Plan,
include interest on such Claim from and after te&ti®n Date, and (ii) an Allowed Claim shall
not include any Claim subject to disallowance iocdance with section 502(d) of the
Bankruptcy Code.

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

1.7 “Amended Certificate of Incorporatidmeans the second amended and
restated certificate of incorporation of ReorgadiE@irPoint Communications, which shall
comply with section 1123(a)(6) of the Bankruptcydé@nd be substantially in the form
contained in the Plan Supplement.

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

1.9 “Ballot” means the form or forms distributed to each hotifean
Impaired Claim that is entitled to vote to acceptapect the Plan on which is to be indicated an
acceptance or rejection of the Plan.

1.10 “Bankruptcy Codémeans title 11 of the United States Code, as deetn
from time to time, as applicable to the ChapteChses.

1.11 “Bankruptcy Court means the United States Bankruptcy Court for the
Southern District of New York having jurisdictioner the Chapter 11 Cases.

1.12 “Bankruptcy Rule$means the Federal Rules of Bankruptcy Procedsire a
promulgated by the United States Supreme Courtrsetgion 2075 of title 28 of the United
States Code and the Local Bankruptcy Rules, as @adefinom time to time.

1.13 “Bar Dat€¢ means, except as otherwise provided in secti@{lH(®) of
the Bankruptcy Code, the date established by tm&fBatcy Court as the deadline for filing and
serving upon FairPoint proofs of Claims.

1.14 “Benefit Plan$ means all employee benefit plans, policies aruy@ams
sponsored by FairPoint, including, without limitatj all incentive and bonus arrangements,
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medical and health insurance, life insurance, demtarance, disability benefits and coverage,
leave of absence, savings plans, retirement pepsms (including, without limitation, the
FairPoint Communications Northern New England Rengilan for Management Employees
and the FairPoint Communications Northern New Emgjlgension Plan for Represented
Employees) and retiree benefits (as such termfisetkin section 1114 of the Bankruptcy
Code).

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

1.16 “Cashl means legal tender of the United States of Angeric

1.17 “Cash Equivaleritmeans:

(@) U.S. dollars and foreign currency receivedxahanged into U.S.
dollars within one hundred eighty (180) days;

(b) securities issued or directly and fully guaesat or insured by the
United States government or any agency or instraafignthereof (provided that the full faith
and credit of the United States is pledged in stppereof);

(c) certificates of deposit and eurodollar time aisfs;

(d) repurchase obligations for underlying secwsibéthe types
described in clauses (b) and (c) above enterednittoany financial institution;

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

)] securities issued and fully guaranteed by daates commonwealth
or territory of the United States of America, ordnyy political subdivision or taxing authority
thereof, rated at least "A" by Moody'’s Investors\see, Inc. or Standard & Poor’s Rating
Services;

(9) money market funds at least ninety-five per¢86£6) of the assets
of which constitute Cash Equivalents of the kindsatibed in clauses (a) through (f) of this
definition; or

(h) or Section 345 Securities.

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

1.19 “Causes of Actiohmeans any and all actions, causes of actions,suit
controversies, rights, litigation, arbitration, peeding, hearing, inquiry, audit, examination,
investigation, complaint or charge, whether knownrmknown, reduced to judgment or not
reduced to judgment, liquidated or unliquidatedtoaent or non-contingent, matured or
unmatured, disputed or undisputed, secured or unsgcassertable directly or derivatively,
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existing or hereafter arising, in law, equity onetwise, based in whole or in part upon any act
or omission or other event occurring prior to tleitton Date or during the course of the
Chapter 11 Cases of FairPoint (including to thee&ifte Date), including, without limitation, the
Avoidance Actions.

1.20 “Chapter 11 Casésneans the cases commenced under Chapter 11 of the
Bankruptcy Code by FairPoint before the Bankrui@owrt, as referenced by lead Case No. 09-
16335 (BRL). _Exhibit Asets forth a table of all of the FairPoint ensitisames and case
numbers.

1.21 “Claim” means a claim, as defined in section 101(5) efBankruptcy
Code.

1.22 “Class means a category of Claims or Equity Interestdah in Section
IV of this Plan.

1.23 “Collateral means any property or interest in property of EBs¢ates of
FairPoint subject to a Lien, charge or other enaamde to secure the payment or performance
of a Claim, which Lien, charge or other encumbraea®t subject to avoidance or otherwise
invalid under the Bankruptcy Code or applicabléestaw.

1.24 “Confirmation Daté means the date on which the clerk of the Banlaypt
Court enters the Confirmation Order on the dockét vespect to the Chapter 11 Cases.

1.25 “Confirmation Hearin§y means the hearing conducted by the Bankruptcy
Court pursuant to section 1128(a) of the Bankruftoge to consider confirmation of the Plan
with respect to the Chapter 11 Cases, as suchigeaay be adjourned or continued from time
to time.

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

1.27 *“Consenting Lendetfsneans, collectively, the Prepetition Credit
Agreement Lenders that are party to the Plan Sugmyeement.

1.28 “Contingent Claini means any Claim, the liability for which attactess
dependent upon the occurrence or happening o, taggered by, an event, which event has not
yet occurred, happened or been triggered as afdateeon which such Claim is sought to be
estimated or an objection to such Claim is filetietther or not such event is within the actual or
presumed contemplation of the holder of such Ckamgh whether or not a relationship between
the holder of such Claim and FairPoint now or higeeaxists or previously existed.

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

PLN-4-



1.30 “Creditors’ Committee means the official committee of unsecured
creditors appointed in the Chapter 11 Cases pursaaection 1102(a) of the Bankruptcy Code.

1.31 “Cur€’ means the Distribution of Cash, or such othepprty as may be
agreed upon by the parties and/or ordered by tidriBptcy Court, with respect to the
assumption of an executory contract or unexpiragddepursuant to section 365(b) of the
Bankruptcy Code, in an amount equal to all accrded,and unpaid monetary obligations,
without interest, or such other amount as may lbeeeupon by the parties or ordered by the
Bankruptcy Court, under such executory contractraxpired lease.

1.32 “Debtors-in-Possessiémeans FairPoint in its capacity as debtors-in-
possession in the Chapter 11 Cases under secti®i¢a) and 1108 of the Bankruptcy Code.

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

1.34 “DIP Facility” means that certain Debtor-in-Possession Crediedgent,
dated as of October 27, 2009 (as modified, amemndsthted and/or supplemented from time to
time prior to the date hereof), among FairPoint @amications and FairPoint Logistics, Inc., as
borrowers, the DIP Lenders, and the DIP Agent, Wipiovides for a revolving facility in an
aggregate principal amount of up to seventy-fivliom dollars ($75,000,000.00), of which up
to thirty million dollars ($30,000,000.00) is a\aile for the issuance of letters of credit to third
parties for the account of FairPoint.

1.35 “DIP Lender$ means the financial institutions party to the H&cility, as
lenders.

1.36 “DIP Ordef’ means the order entered o, [2010, authorizing and
approving the DIP Facility.

1.37 “Disallowed’ means, with reference to any Claim, (a) a Claamany
portion thereof, that has been disallowed by alkdvder, (b) a Claim, or any portion thereof,
that is expressly disallowed under the Plan, oufdg¢ss scheduled by a Debtor-in-Possession as
a fixed, liquidated, non-contingent and undispu@aim, a Claim as to which a proof of Claim
bar date has been established by the Bankruptcg,ahkruptcy Rules or Final Order but no
proof of Claim has been timely filed or deemed tyrfiled with the Bankruptcy Court pursuant
to either the Bankruptcy Code or any Final Order.

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

1.39 “Disclosure Statemehimeans that certain second amended disclosure
statement relating to the Plan, including, withiimitation, all exhibits and Schedules thereto, as
the same may be further amended, supplementeth@mose modified from time to time, as
approved by the Bankruptcy Court pursuant to sectit5 of the Bankruptcy Code.
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1.40 “Disclosure Statement Approval Datmeans the date on which the clerk
of the Bankruptcy Court enters the Disclosure &tatg Approval Order on the docket of the
Bankruptcy Court with respect to the Chapter 11eSagpproving the adequacy of the Disclosure
Statement under section 1125 of the Bankruptcy Code

1.41 “Disclosure Statement Approval Ordeneans the Order approving,
among other things, the adequacy of the DiscloSteeement pursuant to section 1125 of the
Bankruptcy Code, entered by the Bankruptcy Couljtgn

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

1.43 “Distribution” means the distribution to be made in accordanitie tive
Plan of, as the case may be: (a) Cash, (b) New Gon8tock, (c) interests in the New Term
Loan, (d) New Warrants and/or (e) any other distitns to holders of Claims under the terms
and provisions of the Plan.

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

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

1.46 “DTC” means The Depository Trust Company.

1.47 “Effective Daté means a Business Day selected by FairPoint, @fter
the Confirmation Date, on which the conditions paEnt to the effectiveness of the Plan
specified in Section 12.1 of this Plan shall hagerbsatisfied or waived as provided in Section
12.2 of this Plan.

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

1.49 “Estaté means the estate of any entity included withie definition of
“FairPoint” in the Chapter 11 Cases that was creptesuant to section 541 of the Bankruptcy
Code upon the commencement of the Chapter 11 Cases.

1.50 “Executive Agreementaneans, collectively, the employment agreements
between FairPoint Communications and David L. HauReter G. Nixon, Alfred C.
Giammarino, Shirley J. Linn, Jeffrey Allen and Sua Sowell, respectively, as in effect on
October 25, 2009.
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1.51 “FairPoint means, collectively, FairPoint Communications;.|rBE
Mobile Communications, Incorporated, Bentleyviller@munications Corporation, Berkshire
Cable Corp., Berkshire Cellular, Inc., Berkshiret,Niec., Berkshire New York Access, Inc.,
Berkshire Telephone Corporation, Big Sandy Teledom, Bluestem Telephone Company, C &
E Communications, Ltd., Chautauqua & Erie Commuiocs, Inc., Chautauqua and Erie
Telephone Corporation, China Telephone Companyu@ao Telephone Company, Columbine
Telecom Company, Comerco, Inc., Commtel Commuraaatinc., Community Service
Telephone Co., C-R Communications, Inc., C-R Lomgidhce, Inc., C-R Telephone Company,
El Paso Long Distance Company, Ellensburg Telepl@omapany, EllTel Long Distance Corp.,
Enhanced Communications of Northern New England ExOp of Missouri, Inc., FairPoint
Broadband, Inc., FairPoint Carrier Services, IRaifPoint Communications Missouri, Inc.,
FairPoint Communications Solutions Corp. -- New K, dfairPoint Communications Solutions
Corp. — Virginia, FairPoint Logistics, Inc., FaiiRbVermont, Inc., Fremont Broadband, LLC,
Fremont Telcom Co., Fretel Communications, LLC,r@&mntown Long Distance Company,
GIT-CELL, Inc., GITCO Sales, Inc., GTC Communicato Inc., GTC Finance Corporation,
GTC, Inc., Maine Telephone Company, Marianna areh8y Hill Telephone Company,
Marianna Tel, Inc., MJD Services Corp., MID Vensytdac., Northern New England Telephone
Operations LLC, Northland Telephone Company of Mainc., Odin Telephone Exchange,
Inc., Orwell Communications, Inc., Peoples Mutuahlj Distance Company, Peoples Mutual
Services Company, Peoples Mutual Telephone Comigugijity One Technologies, Inc.,
Ravenswood Communications, Inc., Sidney Telephamagany, ST Computer Resources, Inc.,
S T Enterprises, Ltd., ST Long Distance, Inc. J8t& Communications, Inc., Standish Telephone
Company, Sunflower Telephone Company, Inc., Tacdeihnology Corp., Taconic TelCom
Corp., Taconic Telephone Corp., Telephone Oper&mgpany of Vermont LLC, Telephone
Service Company, The Columbus Grove Telephone Comdde El Paso Telephone
Company, The Germantown Independent Telephone Qompae Orwell Telephone
Company, Ul Communications, Inc., Ul Long Distanice,, Ul Telecom, Inc., Unite
Communications Systems, Inc., Utilities, Inc., Yaa@ty Telephone Company, and YCOM
Networks, Inc.

1.52 “FairPoint Communicatioriameans FairPoint Communications, Inc.

1.53 “FairPoint Communications Unsecured Claimseans any Unsecured
Claims against FairPoint Communications, includimgf, not limited to, Senior Notes Claims.

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

1.55 “Final Ordeif means an order or judgment of the Bankruptcy Cthat
has been entered on the docket maintained by ¢hnle @ such court and has not been reversed,
vacated or stayed and as to which (a) the timppeal, petition focertiorari or move for a new
trial, reargument or rehearing has expired andpp®al, petition focertiorari or other
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proceedings for a new trial, reargument or rehgashmall then be pending or, (b) if an appeal,
writ of certiorari, new trial, reargument or rehearing thereof hanls®ught, (i) such order or
judgment shall have been affirmed by the highesttdo which such order was appealed,
certiorari shall have been denied or a new trial, reargumerghearing shall have been denied
or resulted in no modification of such order angtfie time to take any further appeal, petition
for certiorari, or move for a new trial, reargument or reheashgll have expiredyrovided
however that the possibility that a motion under sec802(j) of the Bankruptcy Code, Rule 59
or Rule 60 of the Federal Rules of Civil Procedoreany analogous rule under the Bankruptcy
Rules or the Local Bankruptcy Rules, may be (bstrwa been) filed relating to such order shall
not prevent such order from being a Final Order.

1.56 “Holders of Registrable Securitielsas the meaning given such term in
Section 6.3.2 hereof.

1.57 “Impaired’ means “impaired” within the meaning of sectior?41of the
Bankruptcy Code.

1.58 “Indemnified Persorishas the meaning given such term in Section 8.16

hereof.

1.59 “Indenture Dated March 31, 2008eans that certain Indenture, dated as
of March 31, 2008, as amended, between Northern Blayland Spinco Inc. (a subsidiary of
Verizon Communications Inc.) and U.S. Bank NatioAséociation, as trustee.

1.60 “Indenture Dated July 29, 200fheans that certain Indenture, dated as of
July 29, 2009, between FairPoint Communicationsdu&l Bank National Association, as
trustee.

1.61 “Indenture Trustéemeans the applicable indenture trustee for thedse

Notes.

1.62 “Indenture$ means, collectively, the Indenture Dated MarchZ&108,
and the Indenture Dated July 29, 2009.

1.63 “Independent Directdmrmeans a director who satisfies the independence
requirements under Rule 303A.02 of the Listed Camgpdanual of the New York Stock
Exchange, Inc.

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

hereof.

1.65 “Insurance Policymeans any policy of insurance under which FainPoi
could have asserted or did assert, or may in thedwassert, a right to coverage for any Claim,
together with any other contracts which pertainetaite to such policy (including, by way of
example and not limitation, any insurance settldragneements or coverage-in-place
agreements).

PLN-8-



1.66 “Insured Claini means that portion of any Claim arising from aaident
or occurrence that occurred prior to the Effecage: (a) as to which any Insurer is obligated
pursuant to the terms, conditions, limitations, ardlusions of its Insurance Policy, to pay any
cost, expense, judgment, settlement, or contrachlaation with respect to FairPoint, or
(b) that any Insurer otherwise agrees to pay asgparsettlement or compromise of a claim
made under the applicable Insurance Policy.

1.67 “Insuref’ means any Person that issued an Insurance Policy.
1.68 “Intercompany Claimsmeans any Claim against any entity included

within the definition of “FairPoint” held by anylm¢r entity included within the definition of
“FairPoint”.

1.69 “Labor MOU” means that certain 2010 Memorandum of Understapdi
dated February 1, 2010, by and between Northern Blegland Telephone Operations LLC and
Telephone Operating Company of Vermont LLC, the t@mpanies doing business as FairPoint
Communications, and International Brotherhood @fckical Workers, AFL-CIO Locals 2320,
2326, and 2327 and Communications Workers of AragA¢-L-ClO, attached hereto as Exhibit
B.

1.70 “Legacy Subsidiarymeans any direct or indirect subsidiary of Fairffo
Communications that is not an NNE Subsidiary.

1.71 “Legacy Subsidiary Unsecured Cldimeans any Unsecured Claim
against any Legacy Subsidiary.

1.72 “Lender Steering Committeéeneans collectively, Bank of America, N.A.,
Angelo Gordon & Co., Paulson & Co., Inc., LehmawtBers Holdings, Inc., CoBank, ACB and
Wachovia Bank, N.A.

1.73 “Liabilities” mean any and all costs, expenses, damages, |pesesties,
fines, judgments, claims, obligations, demandsirieg, settlements, awards, fines, taxes, fees,
indebtedness or other liabilities of any naturegetlier known or unknown, foreseen or
unforeseen, existing or hereinafter arising, ligiéd or unliquidated, matured or not matured,
contingent or direct, whether arising at common, lemequity, or under any statute, based in
whole or in part on any act or omission or otherusence arising or taking place prior to the
Effective Date.

1.74 “Lien” has the meaning given such term in section 101¢8%he
Bankruptcy Code.

1.75 “Local Bankruptcy Rulesmeans the local bankruptcy rules for the
Southern District of New York, as amended from timéme.

1.76 “Long Term Incentive Pldnmeans that certain management incentive
plan for senior management and selected employdear®oint, providing incentive
compensation in the form of stock options and ietstl stock awards for the number of shares
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of New Common Stock set forth in Section 6.1.1(bhe Plan Supplement shall contain the
terms of the Long Term Incentive Plan.

1.77 *“Morgan Stanley Swap Agreemémheans that certain ISDA Master
Agreement, dated as of February 1, 2005, betwerRdtat Communications and Morgan
Stanley Capital Services Inc., including any canétions issued thereunder and any and all
supplements thereto.

1.78 “MPUC” means the Maine Public Utilities Commission.

1.79 “MPUC Regulatory Settlemehineans the settlements and compromises
by and among FairPoint, the Representative of tR&JM and the Maine Office of the Public
Advocate as set forth on the regulatory settlerattathed hereto as Exhibit D

1.80 “New Board means the board of directors of Reorganized &P
Communications. Subject to Section 8.6.2, the @sed members of the New Board shall be
identified in the Plan Supplement.

1.81 “New Common Stockmeans the shares of common stock of Reorganized
FairPoint Communications authorized to be issuadyant to Section 6.1.1 of this Plan.

1.82 “New Organizational Documeritsneans the Amended Bylaws and
Amended Certificate of Incorporation, collectively.

1.83 “New Revolvef means that certain post-consummation revolvireglitr
exit facility, which shall assume all borrowingsdaextensions of credit under the DIP Facility
on the Effective Date. The terms of the New Regpbkhall be contained in the Plan
Supplement.

1.84 “New Term Loari means that certain post-consummation one billion
dollar ($1,000,000,000.00) senior secured term &meement to be entered into on the
Effective Date, which shall be guaranteed by thasgssidiaries of FairPoint Communications
that have guaranteed repayment of the DIP Facilitye New Term Loan shall be part of the
Distribution under the Plan to the holders of AleshPrepetition Credit Agreement Claims. The
terms of the New Term Loan shall be contained é@Rltan Supplement.

1.85 “New Warrant§ means those certain warrants to purchase upvense
million one hundred sixty four thousand eight hwatbifour (7,164,804) shares of the New
Common Stock issued pursuant to Section 6.2 ofRlais, which warrants shall have the
material terms set forth on Exhibitl@reto and be in substantially the form set forttihe Plan
Supplement.

1.86 “NHPUC’ means New Hampshire Public Utilities Commission.

1.87 “NHPUC Regulatory Settleméehtneans the settlements and compromises
by and between FairPoint and staff advocates oNtHBUC (i) with respect to, among other
things, service quality requirements, broadbandrodments, expenditure commitments,
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financial commitments and management commitmerdgigras set forth in further detail on the
regulatory settlement attached hereto as Exhibit E

1.88 “NNE Subsidiary means, individually each of and collectively af]
FairPoint Logistics, Inc., Northern New England &f#tone Operations LLC, Telephone
Operating Company of Vermont LLC, and Enhanced Camioations of Northern New
England Inc.

1.89 “NNE Subsidiary Unsecured Clairmeans any Unsecured Claim against
the NNE Subsidiaries.

1.90 “Objection Deadlinehas the meaning given such term in Section 10.1

hereof.

1.91 “Old FairPoint Equity Interestgneans any instrument evidencing an
ownership interest in FairPoint Communications, tvbeor not transferable, and all options,
warrants or rights, contractual or otherwise, tQuai@ any such interests.

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

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

1.94 “Persori means any individual, partnership, corporatiomjtied liability
company, cooperative, trust, unincorporated orgditia, association, joint venture, or any
government or agency or political subdivision tleérer any other form of legal entity.

1.95 “Petition Daté means October 26, 2009, the date on which FaitPoi
commenced its Chapter 11 Cases.

1.96 “Plan” means this second amended joint plan of reorgdioiz, including,
without limitation, the Plan Supplement and theibit& and schedules hereto and thereto, as the
same may be further amended or modified from tionnte in accordance with the provisions
of the Bankruptcy Code and the terms hereof.

1.97 “Plan Supplemeritmeans the supplement or supplements to the Plan
containing certain documents relevant to the imgletation of the Plan specified in Section 16.6
of this Plan.

1.98 “Plan Support Agreemehimeans that certain Plan Support Agreement,
dated as of October 25, 2009, among FairPointlam€bnsenting Lenders, as the same may be
amended, modified or supplemented from time to time

1.99 “Prepetition Credit Agreemehimeans that certain Credit Agreement,
dated as of March 31, 2008, and amended as of 3a2Lia2009, among FairPoint
Communications and Northern New England Spincg Bborrowers, the Lender Steering
Committee and the other lenders party theretoPtieeetition Credit Agreement Agent, and
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certain other parties thereto, and all amendmsaotgylements, ancillary agreements (including,
but not limited to, any and all notes, letters i&dit, pledges, collateral agreements, intercredito
agreements, Swap Agreements and hedging agreepgdeéshetters, financing statements, and
other documents related thereto.

1.100 “Prepetition Credit Agreement Agénmnheans Bank of America, N.A., as
administrative agent and collateral agent (repatiehman Commercial Paper Inc. in both roles
pursuant to the January 21, 2009 amendment torépeftion Credit Agreement) under the
Prepetition Credit Agreement, and any successorrashmative agent or collateral agent
thereunder.

1.101 “Prepetition Credit Agreement Clafnmeans any Claim held by the
Prepetition Credit Agreement Lenders and/or th@&treon Credit Agreement Agent, and all
other Claims against FairPoint arising under trepBtition Credit Agreement in an amount
equal to principal, plus interest (accrued throtighEffective Date), and all other amounts due
thereunder. Prepetition Credit Agreement Clainesfdlowed Claims pursuant to the Plan, and
shall be satisfied pursuant to the Plan withowsetffdefense, counterclaim, reduction or credit of
any kind whatsoever.

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

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

1.104 “Professional Feésneans any Claim of a professional retained in the
Chapter 11 Cases, pursuant to sections 327, 32818lof the Bankruptcy Code or otherwise,
for compensation or reimbursement of costs andresgserelating to services incurred prior to
and including the Effective Date, when and to thiert any such Claim is Allowed by the
Bankruptcy Court pursuant to sections 330, 331(0& 1103 of the Bankruptcy Code.

1.105 “Ratable Proportiohmeans, with reference to any Distribution on asto
of any Allowed Claim in any Class, the ratio (exgsed as a percentage) that the amount of such
Allowed Claim bears to the aggregate amount of wéld Claims of the same Class, plus all
Disputed Claims in such Class.

1.106 “Registration Rights Agreeméntas the meaning given such term in
Section 6.3.2 hereof.

1.107 “Regulatory Settlementsneans, collectively, the MPUC Regulatory
Settlement, NHPUC Regulatory Settlement and the ¥ BRRgulatory Settlemenrovided
however that if the MPUC Regulatory Settlement, NHPUC &Ratpry Settlement or the VDPS
Regulatory Settlement does not become final ontisdsawn in accordance with its terms, such
Regulatory Settlement will be deemed removed frioim definition of Regulatory Settlements.
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1.108 “Reinstated or “Reinstatemeritmeans (a) leaving unaltered the legal,
equitable and contractual rights to which a Clam$obsidiary Equity Interest entitles the holder
of such Claim or Subsidiary Equity Interest, or floywithstanding any contractual provision or
applicable law that entitles the holder of suchiiBlar Subsidiary Equity Interest to demand or
receive accelerated payment of such Claim or Sigrgi&€quity Interest after the occurrence of a
default, (i) curing any such default that occurbediore or after the Petition Date, other than a
default of a kind specified in section 365(b)(2}lmé Bankruptcy Code; (ii) reinstating the
maturity of such Claim or Subsidiary Equity Intdras such maturity existed before such
default; (iif) compensating the holder of such @lar Subsidiary Equity Interest for any
damages incurred as a result of any reasonabémceliby such holder on such contractual
provision or applicable law; (iv) if such Claim such Subsidiary Equity Interest arises from any
failure to perform a nonmonetary obligation, ottiean a default arising from failure to operate a
nonresidential real property lease subject to se@b5(b)(1)(A) of the Bankruptcy Code,
compensating the holder of such Claim or such Sidogi Equity Interest (other than FairPoint
or a current or former insider of FairPoint) folyaactual pecuniary loss incurred by such holder
as a result of such failure; and (v) not othervaikering the legal, equitable, or contractual rght
to which such Claim or Subsidiary Equity Interestittees the holder of such Claim or Subsidiary
Equity Interest.

1.109 “Released Partiésneans (a) the current or former directors, office
employees, Affiliates, agents, accountants, fir@rexvisors, investment bankers, restructuring
advisors, attorneys and representatives, and ptbérssionals of or to FairPoint and the
Debtors-in-Possession who served or were emplaysddh capacities after the Petition Date,
and each of their respective agents and represargafb) the Prepetition Credit Agreement
Agent, (c) Prepetition Credit Agreement Lender3 tii@ Consenting Lenders, (e) the Lender
Steering Committee, (f) the DIP Agent, (g) the E¥hders, (h) Bank of America, in its capacity
as Disbursing Agent, (i) the members of the Ad iBomnmittee of Senior Noteholders, and
() for each of (b) through (i), their respectivificers, directors, employees, Affiliates, agents,
partners, members, representatives, employeescfaladvisors, investment bankers,
restructuring advisors, attorneys and other pradesss;provided, howeveiif no Distributions
are made on account of Class 7 FairPoint Commuaitat/nsecured Claims in accordance with
Section 5.7.2(b) of the Plan, then clause 1.189@ll be deemed to be deleted from this
definition and the members of the Ad Hoc Commitie&enior Noteholders (and their
respective officers, directors, employees, Afféstagents, partners, members, representatives,
employees, financial advisors, investment bankestructuring advisors, attorneys and other
professionals) shall not be included within thisiiéon of Released Parties.

1.110 “Reorganized FairPoihimeans FairPoint on and after the Effective Date.

1.111 “Reorganized FairPoint Communicatidmseans FairPoint
Communications on and after the Effective Date.

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

1.113 “Schedules means, collectively, the schedules of assetdiabdities,
schedules of executory contracts and unexpire@$easd statements of financial affairs filed by
FairPoint under section 521 of the Bankruptcy Ca&#mkruptcy Rule 1007 and the official
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bankruptcy forms in the Chapter 11 Cases, as the saay have been amended or supplemented
through the Confirmation Date pursuant to BankryRales 1007 and 1009. For the avoidance
of doubt, Schedules do not include any schedulextubits to this Plan or the Plan Supplement.

1.114 “Section 345 Securiti@ésneans securities or instruments of any type
permitted under Section 345 of the Bankruptcy Code.

1.115 “Secured Claitfimeans any Claim (a) reflected in the Schedulagpon a
proof of Claim as a Secured Claim, which is secimed Lien on Collateral, as determined in
accordance with section 506(a) of the Bankruptcgle;@b) a Prepetition Credit Agreement
Claim, or (c) that is subject to a valid right etsff pursuant to section 553 of the Bankruptcy
Code.

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

1.117 “Securities Act means the Securities Act of 1933, as amendedttand
rules and regulations promulgated thereunder.

1.118 “Security’ has the meaning given such term in section 101¢#¢he
Bankruptcy Code.

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

1.120 “Senior Notes Clainfsmeans Claims arising under the Indentures. 3enio
Notes Claims are Allowed Claims under the Plan, sirall be satisfied pursuant to the Plan
without offset, defense, counterclaim, reductiomm@dit of any kind whatsoever.

1.121 “Subordinated Securities Clairmeans any Claim against FairPoint
arising from rescission of a purchase or sale®&eurity of FairPoint or an Affiliate of
FairPoint, for damages arising from the purchassat® of such security, or for reimbursement
or contribution allowed under section 502 of thenBaptcy Code on account of such a Claim.

1.122 “Subsequent Distribution Ddteneans the twentieth day after the end of
each calendar quarter after the occurrence of tieetive Date.

1.123 “Subsidiary Equity Interestsneans any instrument evidencing an
ownership interest in FairPoint (other than FailP@ommunications), whether or not
transferable, and all options, warrants or rigbtgitractual or otherwise, to acquire any such
interests, all as of the Effective Date. Each &lisy Equity Interest shall be deemed Allowed
under the Plan.
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1.124 “Success Bonuséseans cash bonuses payable as incentive
compensation upon the Effective Date, determineataordance with certain performance
measures and subject to upward or downward adjussnbe reflect when the Effective Date is
achieved. The Plan Supplement shall contain amditiinformation about the Success Bonuses.

1.125 “Swap Agreementsmeans the Morgan Stanley Swap Agreement and the
Wachovia Swap Agreement.

1.126 “Tax Clainf means any Claim that is a Secured Tax Claim orair
Tax Claim.

1.127 “U.S. Trusteé means the United States Trustee appointed uredtios
591, title 28, United States Code to serve in theatlsern District of New York.

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

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

1.130 “Unliquidated Claini means any Claim, the amount of Liability for whic
has not been fixed, whether pursuant to agreerappticable law or otherwise, as of the date on
which such Claim is asserted or sought to be estitha

1.131 “Unsecured Clairhmeans any Claim against FairPoint other than an
Administrative Expense Claim, Priority Tax Claimth@r Priority Claim, Secured Tax Claim,
Other Secured Claim, Prepetition Credit Agreemdaing; Subordinated Securities Claim or
Intercompany Claim.

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

1.133 “VDPS Regulatory Settleméhimeans the settlements and compromises
by and between FairPoint and VDPS (i) with resp@camong other things, service quality
requirements, broadband commitments, capital inveist commitments, financial commitments
and management commitments and (ii) as set fortiwrther detail on the regulatory settlement
attached hereto as Exhibit F

1.134 “Voting Agent’ means BMC Group, Inc.

1.135 “Wachovia Swap Agreeménineans that certain ISDA Master
Agreement, dated as of December 12, 2000, as amamderestated as of February 1, 2008,
between FairPoint Communications and Wachovia BBEnk,, including any confirmations
issued thereunder and any and all supplementsthere

SECTION I
INTERPRETATION OF PLAN
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2.1  Application of Definitions; Rules of ConstructioBpmputation of Time
Wherever from the context it appears appropriaeheerm stated in either the singular or the
plural shall include both the singular and the gluand pronouns stated in the masculine,
feminine or neuter gender shall include the maseulieminine and neuter gender. For purposes
of the Plan, (a) any reference in the Plan to draot) instrument, release, indenture, or other
agreement or document being in a particular forraroparticular terms and conditions means
that such document shall be substantially in socm for substantially on such terms and
conditions, (b) any reference in the Plan to astexg document or exhibit filed or to be filed
means such document or exhibit as it may have besray be amended, modified, or
supplemented and (c) unless otherwise specifietefarences in the Plan to Sections, Articles,
Schedules, and Exhibits are references to Sectfatisles, Schedules and Exhibits of or to the
Plan. The words “herein”, “hereof”, “hereto”, “lemder” and other words of similar meaning
refer to the Plan as a whole and not to any paatigection, subsection or clause contained in
the Plan. A capitalized term used herein thabisdefined herein shall have the meaning
assigned to that term in the Bankruptcy Code dnénExhibits hereto. The rules of construction
contained in section 102 of the Bankruptcy Codd! sipply to the construction of the Plan. The
headings in the Plan are for convenience of reteremly and shall not limit or otherwise affect
the provisions of the Plan. Unless otherwise iatdid herein, all references to dollars means
United States dollars. In computing any periodirae prescribed or allowed by the Plan, unless
otherwise expressly provided, the provisions ofl8aptcy Rule 9006(a) shall apply.

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

SECTION IlI
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 yoneent of any Allowed
Administrative Expense Claim agrees to a less favertreatment, each holder of an Allowed
Administrative Expense Claim shall receive Cashariramount equal to such Allowed
Administrative Expense Claim on the later of théeEfive Date and the date such
Administrative Expense Claim becomes an Allowed Adstrative Expense Claim, or as soon
thereafter as is reasonably practicapleyided, howeveithat Allowed Administrative Expense
Claims representing Liabilities incurred in theioaty course of business by the Debtors-in-
Possession shall be paid in full and performedhleyDebtors-in-Possession or Reorganized
FairPoint, as the case may be, in the ordinarysenaf business in accordance with the terms
and subject to the conditions of any agreementgmawy, instruments evidencing or other
documents relating to such transactigeyided, furtherthat, except as provided in Section 3.4
of this Plan, if any Administrative Expense Claingluding an ordinary course expense, is not
billed or a request for payment is not made wisikty (60) days after the Effective Date, claims
for payment of such Administrative Expense Claitmalisbe barred.
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3.2 Adequate Protection Claims

The Adequate Protection Claims of the holders epPBtition Credit Agreement
Claims shall be deemed satisfied in full by paymdiitany) due and made pursuant to the DIP
Order.

3.3 Priority Tax Claims

Unless otherwise agreed to by the holder of anwéid Priority Tax Claim and
FairPoint or Reorganized FairPoint, as applicageh holder of an Allowed Priority Tax Claim
shall receive at the option of FairPoint or Reorgea FairPoint, as applicable, (a) on the
Effective Date, or as soon thereafter as is reddgmaacticable, Cash in an amount equal to
such Allowed Priority Tax Claim, or (b) commenciog the Effective Date, or as soon thereafter
as is reasonably practicable, and continuing oyearend not exceeding five (5) years from and
after the Petition Date, equal semi-annual Casimgays in an aggregate amount equal to such
Allowed Priority Tax Claim, together with interdsr the period after the Effective Date at the
rate determined under applicable non-bankruptcydawf the calendar month in which the Plan
is confirmed, subject to the option of FairPoinR@morganized FairPoint, as applicable, to
prepay the entire amount of the Allowed PrioritiT@aim. All Allowed Priority Tax Claims
that are not due and payable on or before the feeDate shall be paid in the ordinary course
of business as such obligations become due.

34 Professional Compensation and Reimbursement Claims

All Persons seeking awards by the Bankruptcy Colucbmpensation for services
rendered or reimbursement of expenses incurredghrand including the Confirmation Date
under section 330, 331, 503(b)(2), 503(b)(3), 5N&{lor 503(b)(5) of the Bankruptcy Code
shall (a) file, on or before the date that is fdite (45) days after the Effective Date, their
respective applications for final allowances of pamsation for services rendered and
reimbursement of expenses incurred and (b) beipdidl, in Cash, in such amounts as are
Allowed by the Bankruptcy Court in accordance with order relating to or allowing any such
Administrative Expense Claim. Reorganized FairP@iuthorized to pay reasonable
compensation for professional services rendered@ntbursement of expenses incurred after
the Effective Date in the ordinary course and withthe need for Bankruptcy Court approval.

For purposes of the Plan, and in consideratioh®fervices of the members of
the Ad Hoc Committee of Senior Noteholders, FainPwiill reimburse the members of the Ad
Hoc Committee of Senior Noteholders for the reabtengees and expenses of their
professionals, Stroock 