




(c) the-amount of the August 4, 2013 adjustlnentshiill be: (irOUl;:"llalfpfthC.in.cre.\l.se a1Jo'yet,vo
·percent'(2.0%}in1lte"CPHY"(!982-g4= lQQ):fQT'~}''20i3 ove.r¥<:iyZO\2. ~ppliei:tto
(iiHlt~rs~\~ci:du1~m;tes incifecfin cach\vage sch~dul¢'on August 5, 20 12, (ill) rounded to
the nearest 50 cents.

Si:#iotll.

Bediont.

Section';}.

SecHon4,
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PJaiirPiifilose, The C(il'porote ;profit SharillgPlan(('CPS")is 'designed to.encourage and

reWal'deli~ployees (or \lleirconlriblltiOlt to t)iritpa!1Y profitS:.

Plan'Yc·ar.s, T.lieCPSwi1!.p,l'qvidea,va.rds r'otre~li.It:?,lRcafurtdar·YC3.tS201tfi2(ll1,

2:0ti,ai1d-2013 wl.Urawardspayablein:201t2012, .20H,and 1,014; Ifeamci.!.CPSPlatl

lJistrihutiens'wilf.oolnade fodl(e ftiU~al~ildai":y1;$10 lO'll.ayIl'1l1~:jii20n,d.espit~i tJ~

.fact thi'lt(he ill!l-~n'dineWs.todie t)?::rP~iulhythis' MotJlll<tynof:become'effeClfveuntil a

dale:aftedanuary i, 'lOIO.

(i{) EUgf~Jei·E!llp,iqY~1.i;Fuil~tilite;il.nap1!l.rFti.me:relWlaraudte1l1p'oW}'
employeeswho.areO.ll tlie'payrollforatieast.9Q¢I)'!iQUri:I)gili\.l!Pplitli,b)e Plail
.y.eaI:)\1lJ:be·~ligib!etoie¢eive lj..CPI). J)j~tijIJUtionlp··t/)·\'i¢@.~lweail1ep. and.
pa)'$l~:.E[lip~6y"en'vh~ te~@ orilreW~cparge4..f!>tcan~~p#otmDeccl~b¢r
31 of1l(e);Ia-nYNrr.forfeitt)ieir eli.giblIity:W '~geNejl'(jPS:'PWrilill!IOll.·
(til 'prqi';;l.t1ol1J~JPart14Years,Fo(.an employee"vllois employed more
thlUl9(fd'!:)!Sibut'lesstlUm12 monihs, of iliePfimyear, 1heemployee!sCPS
bisttU1tlliprhVill Pepti;J~ated·.by .t\\,e).fi.llS1Qwii:~P.op.(119.I:h¢11wnl\¢tofll1ol!!1is
dfYiii\it;\Iiauon.dilijilg:ij1·eP:J,@ Ye<!I',l'orplmro~es ofpiomtlon,?1l):oftPhviHbe
ta.I}¢i~to;:aCCountifthe etnP~oyeei~'Uctiverypartipipalii)g.011. tll(ffirst.Oayoftilt:
Gilelllfufiti.<iAW: ... . .. ... ....

(c).. .~to'~Mtl for.p'a:rt"Tin'leElUployees, CPS DistritJUfl.onfonach eligible
ll.arl.iitne,e1l1plQyeew.ilfbe~prorated asa ~rcentofihenorma.l workweek for a
full-time em~loy'eeiil. WC'5a!ile titl~..

Time WorkCd and Leli"es iJf Absence. Thefollo\Ving will count-as timeouthe payroll
fOrCP$ DistribUtitms;
(to Absence attributabletc approved sickness Ofaccldentdisabilityup to accrued
FMLAleave. .

(b)

(c)

(d)

Qcp3rt\l1erltal1eitvil (upto 3Q days).

TilM that anemployee-is eiigjbleto tCe<:;iyepay for Militm;y Leave.

Up lo30daysfot Anlicipal\:d.DisabiiityLeaveaild ChilEiCareieave combined.
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Section 5:

SCctlori6.

(e) U'pW;iO dilys for any other approved leave,

Ari'\}nl~J()yt;!:;S~laQ'Iio~lose eligibility: if, (jj(De:eeJTiber31 of the.applioable 'planYcar,tlie
emp"loyeersabsent for-onecfthe reasonsstated in'(a) through. (ej above.

Sepat'al:ions,A1t~ti.lploYe(';\'(110 ~s.()t1f6nYi5~eHgitjleJ()(a CPS DiStrilliitiOI\ \vJU iji:JUpse
4Iiglbilitj ati~to,theJollowjhgs¢p~Li9"ris (50.longasmeeini>19Y~ has a~nCidof ~t
lea~t 9Q' jiaYs, gfa¢Hve participatiopihiting lIfe Pl@ Year):

til) Retirement

(1)) 8eparationduetoforce surplus
(c) Tiil#$t~f(6j"q].litJltii:e, "1lli.tt.p.re~kn..Ot ~*~6e(jj!lg30 .daY$).tofln,cjther
ciltr.P1iiWtj"m.tjjarticip!iNsiiitJll~Pla~qt1ijiih afi'iliaWI, cb"nipany)0tl:l a .
@.H~.(iY~yb~g~iil~tq@r~~e I#oIH'$ar}ltg,PIan llmt i§~bstiJitiaJly $i}11ilaj
to llusplan, and iheemployee is on 'thepayrol l'of suchtompany onDecember
31o.f-tltesame year .

(~) D¢8l1nlnh~;crilp~oy~,
(e) Pto1il9tibl~(6 ·m~genlent., MgJheell1lHQyee isonthepfiyroUoftlfe,
~rlrtlpifny 11).~Vhi(lirhe·Qrsnej~einpWyedaK<"liliiumger o)i.D(C~lriq~(3Imthe
s;tin.eYl:f\f
Ancmplbyee who-Isseparatedfrom thc'activepayr611 for the above-reasons will
redlive'a CPS diStribution thiitshalliheBinhitcilas describedih Sectioh3,

CPS D"isfributioiICH"JtriJatioris.

CEOSTI MEASIJRES I CEO S'fI PERFORMANCE
. PERFbIW,@CE PERGE#IAGE

MAXIMUM 1:50%
14Q%
11Q%
li(}%
1.10%
10"0%
50%
0%

4~O%
3:4%
2:8%
2.2%
L6%
1,0%
0.5%
0.1)%

PLAN
THRES:aOLD
BELOW THRESHOLD

P~r.f~tmai1Ml>~rCeijtage, The ?ctu~( c:p$Distnb!1tiori¢re1igtb.l~ empto)~ee
,ViII be qilkulated by multipl:;ing the eHgiql"eert.lplpyee'san.i1uai earnings bya
l1Pcrlb.rniancePercentage,i forthc'pjail Year: Thei'}'ltrfofnJ.anC(: Percentage';
shall.be based on the CEO STIPerf()rmanccllerccn·tagc.'thafisapplica~Ie to the
short:-le$ annual cas)~ihcentive award (Uk'!S'I1" award)p~yable for that
P{\d'ciQtl1in¢e:y~;ij't() tlleGhiefEx¢¢UtiY¢Ofl,1¢e.i(s)Qf F~frPoi_it
.COlll!l1uilitall.oliS:(the "CEO"). Awards w'fftbe'iritCij)olat¢{l on the SqlleaboVe.
For~i<!mp.Ie,ffthe CEo"$TI PerfoI1llance i.s¢(rualIO)05%,tiiepettonmmc~
would by !6of lire spread.between JOWAlandt:UY'A.. Applyil~g%tO the
corresponding ~pieaii between 1%.and.l.60/0inPerformance Percentage would
restlltill U, payout ofU%.

3

00-86:



i
j

1
L

I
i

I
1
F
l"

';

.J

I
I

ScttiOll10.

CHARWTfE,2337.2vl

exceptiM$, Nfl ~*¢eptiQWlWmapplY. cxcepUii @: circi.ui1sll"tp.ce,y1te~ thl~
]3(l;l.fd 9f])n¢t9i$ approves p~yrileritUil(,1¢.rtlj~n~gementplaIllo,al1
lnilliag~h.le!1t('llart.p~91panlsala level that otherwise was' not earned. In. such
cfrcllinSiarite§,"eligible employees undertlre Union. CPS plilnwill be treated
sinilJarly: '
Iriformatirin.Requcsts. TIle CO).1wanyllgr¥s10 prtrliide ~()l!letJiijo9liPOr(t~"uest
lil1:1WW' 9~s¢li:l~d imo:mtatio'l1 ~!xiulthe. STIcoffipghsation. oftlie CEO: The-Company
,vUlaJso iW)Vi.4e:~(j 111~Iliripn asummary ofthefi:lllilCPS,distribtitionpaymentswhich
eligible em)?loyeesrecelvedtinder the plan. TliiSinr6trilati6nwill be provided assocnas
prncticaf-frillowing'1l1e'end ofthe:Plait Year;
(l.aVnlent 6"fC.eS·Distributions. CFI) D~S"tiibttti(jns,wheri~~("l. Will be paid uy
separn.t~ ~yr6U.xeil1ittM~~WF:r9rciie¢k) riot l~r~t-th'i.r.:-rYrw:dt15111oHh~year' "
ijilm¢4-t~t¢lY.fqlloM,!l1~tb:\'I-Pl<P.lY¢at ,rQt eligi~l~ ¢rMloyceswhf) are nl} longer
eJfipfi;tW~411tiltetirt!¢, ot'paym,eilt, Ote':Coil)PilnyWm fl~deeme(ttoJJave:,satisfied ,its
obiig~#on:topay:tlleCPS'.a\vard~if itsenas:parmenttoth~ eIifiiblereelj)1ent 'slastknown'
address, Each such PftymentsM Upe:subject tAiheappUcabl¢fed~r,d 'withhoJdingr.;l~t:i,
.foi'~On:-rectu1:fug paymerit,i; (q'ni:ellt}j,a28% ,flMloife), @4 {l1h~rappficable.payroll~~ ," ' ','

nei:iertt~Beatii1gTreatmerttof CPS Distribution;
'W1fen paid,ll:,cPsid!!>lrlbutfon mllbe'treatea :aseIlgiblebeneflHlearingpaysolely'fQr
tltefonbWil1,g~.p\l.fPOses:
(a): ''fMCPSdiSbjb!.1t\Qijwil).Wtllk,eni~to'~9~Q,glitforpurpose.s'onhe supplemental
Jti{)'nthly:pehsjQ6i;illc~~tii:l!l,uttdlli·the q~alifie,(lpJ;m.
(b) ,The: CPstlistilbu,tiOif'sfJaifl1etreate4 'as cligiblebeneflt·bearlngpay which may
bec,ontrib,ut¢toiheq'im1lficd ,S~virigsandSecurilyPlari according to the' sante
cOllttibutibn~tcen"tage (ifaIlY) as is, in effect forregula~ v,iages:attheJiIjl«tli~"CP:S
disirib!ltionJspaii,{(~niiil:t¢:sa'ntct.~\1'ns ariqcp,l1clitionsf(iq:i.t"e"Jax:oriJ'ftercl1lx tieaimint,'
IDI<lJo'rqti!tlrryinftJqr ~IiPUcableC9)rtPfln,y:W!!~ClUttg C{jllfi,ib),ill(Jrts),

(p) Toti:t~(l*t¢1'\ttha.t an.einptQy~e,iseligible fQr tl):~On:e"tinies-P!lyde<jth lJ,ellefit
~de[tl.tl,lq~la1ifie4,p¢!1~i¢n'pl:\Il(subjecftoapp1icab'iecapsoniS\ldldeath:benefit), the
last CPS distribution paici'lo:m emplo),ec'prior to anemployee's death.shall betaken info
account <fojh~,e~ent it does,ricttCaus,e ih6:deatlilX:Il,e:fittoexCeed theapptic[!blec:<~p!.
(d)Th~l~st CPScUsttil.>!iti()iIpaidtd~cmpl(lj~ptior tOM,,el'np19ye:e's death ~kUl
be'I,!Ik.¢l].'ihJo"ao:;qup;r~denM terms Qfth~gt:otlP'temllif'ei.rJsunm.ce plan. (oraclivc
emplqyees;
(e) titeCPSdiStribution maybe,ta'ken into account fhr'tlliiCill dues to the extent
determined appropriate' by tnelmionrep-resentmgthe,employee.

CPS dfslribllfiot1swill nosbe iil¢ludedin calculations fitr illiy otherpurp6scs.

Grievances and Arbitrntioil; The employee'seinp~dyjngcompany shan have Ute
disCreliolltoCidniinisler Ihi~PiatiaCcordiugloiis terms. The ~rnp]o)'fng company's
interpretations.and determinations under, this Plan shall be final and binding. The
employee~sunionrepl'esenlative,may present gnevances.relating to matterscovered by
u"e Plan but neither the Plan norit~adtlJini~trationshiill b,eSubject to at\>i(nuioIl, except
tha(th¢~~il(¢d isSiJgOf ;i11~inp19yeerseIigibili(yto parliciwlein a specific tlistnbiition
oilder the Plansll<illgeatbltrabli:, AliY "make-whOle" aroitmiJ()uawar-d ("lvJu()h reinstate's
art cwp!o¥e¢ \fidVtill bacKpaY)41allin~hlqe any.applicableCPS distribution for lh\! '
Plan YearinWmehfueemployee hadbeenseparated from employment if the employee
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was-otherwise eligiolearid didri!'Jt otherwise i¢¢eivea distribution for the applicablePlan
Year.

IV. 401fK}PLAN

L The FalrPolrtt Commlutications t(Ol:them NewEngIand S!tviiigs ~d,'$e¢uiiW:B1;m for A$~Qci,He~:(ihe
'~4'O'i(k)Plflll''') ,yjU.be.ilIJlerit\M.tow().vide'fol'Cb,-tlU)f!iW ini\tch.1ngeontribuHonin COinpany.stook·\viih
no ~sfric{ionsjristk1q,of ¢fish,'as ~!}9n.asp:rllcti~:able-

2. Pai.ijcjj)lWls,in the ~o:i(lc) \,;jIl Qt;;iI[p1v~dto save the maximum amotuitallowe4 iti Qleplali under' iRS
andDQLfules,as.intemreted,andappfied.by·l:he ColilpiulyE~J!efj.~sCo'mri:iittee.

Vi JOiNi'COMMIT:'l1!lEFOROPERATION'AL SAVINGS. ' ..

L .Thepaiilesjuutl)!llli~ai!eG.tQ;p_!fi~1jet1J~icjM~"WIedU().ecQ~t~·itri~~ovexev;ellue,.andincrease
prodtlcth!Hy; '}01hii gQillof'?~h:ie\illg $25mUlionin annual Ollgoin~Sflvitl$SaSprbVia~ in.il4belo,v:

2, A1l,id¢4s~p~gree.ments,vjJl.be·c.osted.and,pr6jectMsavings .(41C!Jighignef c()$l!edpc"tio!!sir¢yeI\ue
imptoveineliisandloiprodllciivltylnGrcii$~) \.,.iltbe,det¢rmhYeq py ~driip·~nyqqs.ta~~n(itali.ts,Qrs:om~
other'mufuallY'agreed, UIiOliJi1~thiiqOlo~'sdbj?etJotl1eappro-valof,iitejoi'iit'Le~~ership.dbIllmittee,

3. A.roitl~J..-~4ets1u.pQ9P;~mi51~.'1Ylli~t(.i?4'J~li$hyd1QOVersee··t11edevClopment:ond~SM<L ,.
jmpIe.JIIent~ttoApl;lilsf(ji· a'Clrleving'the savrngsobjectivcs.aWd alSQliifckthe -l'ujpleiijenta!iblJofthe
idea-s,aid subsequent agreements to~r¢ tlie~jitjp1.e.mehultiQ!l iIDdJoIIQw-'tbi'¢lg!t ,viUtirI..t!l.e
tiineframes· outlinedbeioW: .'

TIle J9if\t J4c1erslllPC.d~li.1)~tteeotD nien and Company leaders wlll meetwithin '30daysoftrus
Agn:eineritJo,~rganize: charter, nionltor, ap'prov~ recommendations,. aDd resolye.d~~pu~es_
During theW days silb~llent-t6tl:ie initiapoinrLeader$li.ip CQt:n.i~ti,((e¢rheeliilg, U~cJ(lint
Lea([eisbip:Co_n¢¢]neiil~ri;,will'P.mticiM~e.inwaiW[j:gis~SiQJ1S. i:1e~i!N¢atla c\)l1dn:ctcd' by
(h~'fu~e~ixAenttJJJ,rdpam'Jetet¢d t:OiilsJ;4i~n~.f,~lo,~, Asappropriale~members,ofthe .
joiJlPabok~manag:~ID~Iirta*:fQ~$Y$"~flJrredto tnsection 5, below, wiilalso'liiutiC"ipa~hi
traiPipg ~~sj~~.cIlJrll~g'lills,uiilhiL60,day'pcriciL., " , . ,,' , , ,.',', ' ,',.
1'h¢-1riiritLeadership Comrritttee'will~neet::tt 1east,1¢ly lJeJ.'.moii\l:l.t<>. cam- '{i1i~'iIS.'qlities:
A1I.JbilitLejde~$hip.GoinlriitJ¢e ril¢etli:tgs"hll bf th{)ro~gW,yl;\Q¢urtl~i1t!!4~dVICinfl;iutCS@Q
flipcfurrt.j-ec{)-rds.!rill1.1er~tded"~~'fir.~l>~rved; ~ miDutes Oftllc proceedings of the'
J9ihtI@d.¢"t~I~p.:Q{)lJ¥fji~~,J:iPo~l.iPJno,ypll:!y.t1~e~()flltt.ea~ersiiipCommiftee;willbe
dissetnin,nedactossFairPoinrandifs unions.'
if j~iJi:tL@4e~s~p:cciltimi.nee'4ppro"Vedinitiatives reqllirechanges, ill the-col lecllv.~baq~airiing
a,.greemeritsln oroerto.-implemenlimprov.ements, the JoiiltU:idership Coh1tilittooWlll .
r.OO)mmendrelevant changes to Uii respective barglun.ing' COlll)rtil~~ fqt th~lJn~oqS?J:ld the
COlllpliliYI ;\y!ij, WUltJl.en. :igr~e,.cm:p.~roIMgullgeah~llpproYeth.e' chMgi:i$jllrojJih Letters of
-AW.~iij~n~iA~tii"rt~lYWanner. , .. , . , .
John L.ead~t~l)"cQd1llift'leeWi Il be.lrained, facilitated and advised by an independent third p¥ty
approved brbothpartics.

a.

c,
tt

f.

4. The.panieswill identi,fy.sa0-tigsli!.tddevelop ii):1plemen(ation plans to adiieve the anilllalo'ogoiilg
saVings :wiUim the fCl1l9\vbl"gtiJne~nl~:

a. Anil1iti~i $5,000,000 withln 60 days ofithe completed training.of the Joint Leadership
Committee,

b. An addi"tton,,{$5,OOO,OOOwithirr 120 days of the completed training.of the JoinU.elidership
Committee.

CHt,\RLOTIE:231'j'2vl 5

0088



c. Ai).additibJFil $5,000,000 within 180 days of the completed training of Ute Joint Leadership
Committee.

d. An,aoditional $5,OOO,OQowithin 365 days of the completed training of the, JOil.lt Leadership
Cimllnitte~. . . .... .

c. Anad.d#iqluti $5,000,000 \vi)hin a year and a h;1lfofthecpmpleted trainirig of the Joint
Ll;aoer~l@ Coh!niitt~.

[ f;J.il~e to m:~et target-time frames will be addressed by the Joint Leadership Committee for
purposesof dealing wmdl1ecausesofthefailure. If the .Jolnt Leaqersllip Committee cannot
solvelheC1iUses o(the delays, theIiUte third p;lto/fa¢~i~ator·\0.Ilcoridllq aI\lls:$essment of the
causes Mil ])J9i;me tM JoinJr,eadersllipC.ril11;m.irt~e\vJtht!i~a:s:sessj:i:lel1t~ild. ~set of
r:etoflllneh~i1ti(jn6a~ollJMwb¢$t to resolve tll¢. difierencC$ ..aOP. to meet the targetsse; "fortil ill
a,#s ·agr¢.tile!l~.

g,Co9i.' red\.lCUOIL.andreveuueerihanGement ·initIatives. tdentifiedby the Camp-any. and
disclosed. atU1e1irstmeetingof the 1oiufLeadc($llp Ccimrru.ttee wiIl·nofbe. considered.in :c81cJJ1al.ing the achievement oftJ.ietargets s~l' forth .in j)li:tli.gril.phs ~and 4 of this·
Aiticl~.Y" . ..

5. Ulf\Woikofdev~lopinglcieasforilrtproVing operating performance and reducing costs to achieve.the
target'savingswiIf be dope by joint labofmalll!geiriel\tJ&skfor¢esc:ompriS~iofllrijOllt~pf¢~¢ntativ()so
employees;. !il\d.rejey&nHcl"!.he-taskiit4iEti)d .m~geiiientfroi'n~aci<iss"s&';Hol\ofn1Uctiti..ns'Jlrttl levels:
w.:the"6:rgam~Nipn;
a.. Th~ numJ:)C~rof jt)inttaskto~ces will he det~rmine4·by·Uie: Joint i..elI~e[shlp·c()min.i.tieebased. on
. 1I1era1igeofsubjecf~, processes, andMCasiargeled for lmprovementmld:savlllf;S. "Ill.e .

org(lliiZation:and.schedtilin&.oflhe task-Iorces will be liubJectto meeting-the neeas.of the
buSihessalld ieqil.iresth(;"~ili.itlw1agteCil1ejltQftli¢pa!iies, .

b. Mem\)¢i:Sliipf{lf eachtaskforce wil!COl1s!sto[ 6 to' to members, i.iIcluditig 1a.l5otand
nUiimg¢Ui~il!.

c. AtieastsOperC¢ht ortll.e members of e$ch task tor¢~wjJi be lilbo:r r~preserita\ives of bargaiillilg
unir.mernbers.

d.. Members ,of the task forces Willbe ~ell;!Cled~ythc:{cspeGtiyepartie&in (;onsLU(.atiQ1JWiUl each
qt~¢):,apd)heln4epei1d~Jil~Uiir<ip®.yJatiljtMof; ptiHlie llfiioi)~Wjlls¢Ipijtthe Il'i(:ill~ts:t'i(lrn,
labor;~tid,in,'magement Will select its.ntembers. At Ie"astone la"Wrmeril.bet oneach tlj.skfo'rce
wHibeaunll.m:offlCia1, . . . . .. . . . ... . . ..

6; TIie idi'ntl.eadershipCbnun.itteewlll chartereach1asJi::force with:
1. SCQpe 6iwbrk;·
2, Perloim.ailceQbjective;
3. Tirn~"ab[e;
4. Parameters;

t Task"f6fcenlembers will be paid accordingto l1OnnalcoJitractLlllltennsalldscheduied~~~ .

,g. Alb~<!stiriiibleideas\vnlbe$or9.11gl1Jy ~a!~ln~~d e;qiJpieil.
h. AU t~skfO~Ci,}iri.¢etillgs aiid th'eanalyse"$ofeach oft:l~e~ask forces will i)e'Ujp:r0l.lgl11.y· .

gQcOnienl¢J:!a:Iidthe ~litc1i, dat!;Wp !."=llf\rtr«qtqs will ~ recpiQedat\q Pt~ser'"c<\.Eachta~k.
force wi11be provided wi tha resource to document the proceeding$.Sll.Il).Il1ary rtUnutesof!he
proceedings-of each task force upon approval by .the Joint Leaderslnp Committee will be
disserilimliid across Fai'rNinUmdils unions. . . .

i. Ea~hfas.kfor~ wi1l4~veloprecommendanonsand propose Imptementation.plans which will be
sl."!\in'\inCd.to the Joint Leadership-Team f{Jrappr<i'ial'Wlthin the timefr;unes outlined withinthis
agreemeI)t

j, Each !<'isk force will be facilitated and advised by an independent, third party mutually agreed
upon by both parties.

6. The joiht ope@tiilgpi;:!rforimmce Sfivii1g~ Pr01;csswill contuuie operatingfor the life oOlle existing
rol!ectj'\<¢BarMmilig Agreemehts, even after exceeding-the targdsset ill thfs Agreeiricl1t \"vi!h ille
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objectives of fuither·irtipn5vingoperatirrgptirforullulCJ\urtprQvi ng J11¢¢f.impeti1ive[l,essof the
Coiupany. and cteati;hg :icpUabo~alive,lugh engagementculttirewitltin file Company.

VI. DURATION

subJecHo tlie cban~esrefletl~ iD:UJisMOU,.tlwP$:ti~~'GP)1ective Ila:rgilii4~g Agreemeri~,:!iiclu(lingal!
MOUs; MOAsitnd Letters ofAgreenl~n~at1f\cheq toor relatejjtosu~Ji llm~rrt~l~l~;.~Xe(Me4by and
beWi¢eiJ.Uie UmQJjs and t1!CCQrnpallyJor'its predecessorS) (collectively, .the."Coileciiv.e:Bargailiing
Agreement';; shall.reuuUnJidUil force and effecl, untiLli:S9p.iil ..on August i;2b 14, and any 'action
requiIedto be performedeach year.pursuantto the Collective BargainiilgAgreemen(sliaIl beperformed
unlllrLS9 p.m, on August 2, 2014 .

CONDITIONS

2.

'Qpqh'ih~ Effective pate, 91e{joihp;ulytiri~on'd!!iona!lnt~iv¢S ~yrl~t to seek mHe{mlU1Yform pursuant
to Section lli30f lheB.llllkrupio::y .coo~and acknowledges that tlii~,agreeme~tPf9cvidestllOse n~~aJY
modificationsin ell1ployee®nef1ts'aitdprokGtlQ~$Jhlit.are ~l~.t;:$~*-ry-topeniUf 1el'lrg1jm~!j@ofthethe
Comilli.ny,Th\3 Cm.np~n)'will. ~clively oppose MymbfiQllfj1ed \.lY[lily bllie{paftj s~~ldjigt¢Hefi.llaJiY
foi'rilJii.liS~<¢t~bSeclidh' ~113.
Fo1l<nvingmemberslripratlflcatfon, iliisMOU willbesubmlHedfor·review andapproval.to {he Bartkruptcy
Courtiol',theSoutlle-tUD1sfricto(New York{the}'BarikniptcyCdurf') ill,dlich:fMGQnJ,pifuy'$ -Chapter 11
ca~~{09-1@;}5)js~Prr~~t~jV~it.di.tig, l1U;sJwOU \hn~¢9~(}#f~Ctivc;fi'ial·Mi~b_.iJ~4i,iig!lP.oji'W¢'·
CdI11,pany'<Jlt~tljeJJlllpi'Js;iiP91.1-th6U,at~ til4tUlc~;Or~ei:grqn,ilMSJ,it;:Il"E:l@kniPto/GQf14·~ppt9ya.r\J~()I11es·
iinill(!p¢ r~EffecthreD8te"} 0hc~ itl;ieco"w~~W~c.tiY~f~~~:M():O\Ylll 's~mtirtgeiJJ r.'I~'for~~atia.e.ffl:g
SUl'lj«t to the duration clauseorthe Agreements ~smodifiedbyA:rticle VI. orUris'MOn !fthis'MOU
does Iloibecomeeffctlive "l1ldbindin~iu ilccprdancewithlliis,paragrii,ph,tltenl.l:lis MOUw.illbemulL and
void and rieilhetthisMOU,llonIDy discussionsc'PllcerilillgUiis'MOUwill be Cited br.r~et:te(hoin any
j\ldicfaJ~bankrilptCy,m:1!Htnistrati,v¢or. aroWi)liQ~priX;@ip8~

,AlljPlail:bfReoJ;gli.nit4IHm' ,prppos¢4 prsuppqrte4\W lt~e~broP#rty~h<i11pro\'i(lefor n.s~npp:6n
bylheCditipanyof this MOO. The:U!~bns$Iu!I1'~iJPp'~~e>;:(:l\Js~y(:jly theCQll1p~~fS¢ffdItS 10
conflrmaPian of reorgiuUzation ,vIth'all vested parties,'indurung'the"I'I.ibliDUiliity .Coniill'issions
in-Maine, New Hampshire, and Vermont, so long as ilielenns 'thef()ofare not lnconsisteiltwith
tliisMOU·o!the C9WxlivcIl!ljgairifug A.greemei~ts,.as.herem re0scd.

The parties heretoeach reserve .on righ~s; ;)v~lli;r~spect to tW~proper juiiscti~ioli(S) tOleso1ve
disputes, ifnny,ansingundCrorreialedto lliis'MbV. . . .

Uporithc'EIfeCtiv.eDiitc,UleCo1npany and tl)cU1liollill1inedi!i(e1y~]cas.eeaGho{ller from any andall
Cl~ ~l1S,.as;tlIiitt~rin Is defj.neQi.iJS~cti.OIl1.01(5) onli~Bahlq;Up~iY C9dc~ari.siil,gp,rii;n' t9t1!eEfrective Date,
:~dshall takeall ne.cessaiy st~Mt(iiviUldr~n,v"disc;9Iltil)\le.9r disim$s [jf"capse.1)lewltli(Jraw31,
'discontinuance or disllii~Ofar,iyciyil ¢hargcs, (j0rilp1aints, ~ts o(ptoce¢qij;l@l1t,)W ~jtdiJJgat.aIlY
stage, in state or federill cou rt,,oranyadinillisiraiiy.eorre$i11~"toty.body, Sta(e";or Fe4e~iwi~chhave,ar,isen
pr;~rib the ElIed~v¢Da{e .. NothiligiiUhisparag,r:aph5 s~rillbedeenied, to walveany .grfevances $dior
illPitratlori$fjled priQr tollie signiilg onll1.sMOU \vrucn arep¢hilil,lgputsuailHo Uleexisting COllective
Bargaining Agreement

5,

4.

VITI, PENSION LUMP SUM C:ASHOUT.

The provisions for lump sum payoutof the pension plan'slrnll be amended as follows:

L, All associate Who separates from service during the.periods November 1, 2004 to AUguSL2, 2008,
<\ii~lanllary 1.2001) to December 31, 2011, andJanuary I, 20B 10August2.20H,andoruy during.those
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periods, withe!igibiHtr fora vested pension or a service pension, shallb:e.e!igipl.~ toreceive hisor1~er
vested or ser\lice~nsioII Wider the pension Planas a total ]\Irr,tp-~m.caSh01.1t. Tltel~rm~'Qrth(lcflshout
pfQgnuflS quringl~eperiqdsNoven:t\jen,2904 to AU/!,iIst2, 2obS, and lanilaryJ,Z009 toDecember31r
20U, and JmlU.ary1,'2013 to August i, 2014 shall be the same as tbe terms oftlrecashQutprogram set {ortli
in the-2000 MOU, except that

("til Ti:te9asll.out programs shall provide fQf payment of a lump-sum cashoitlCil,lfi
cOrrime(lcemeiltOite elected bythe ~s5Ix;iatetliCitoccurs oil. or after the datetheaSSCiciate's written request
is:~eteivedby;th~'Pension Plan adrninistralor.and (hariseitilcn . .
t the day following the assoclate'sseparation fromservice, or
ii, the first dayoUiiiymolitll fol16wingseparilllon fri:lrilservice;

(0).. 1Jl~'c~¢i.)lation of a hjIl.iP~sl\iiiCli91i<i~tforltill';ligil:!1t!.l\ss9.Pia~eWlio~e,pi,rra{~froin
serV'ice6riorbef9fe Al)@~l2;i014, s11411be based onllielargcSlofHleam(jliU1Sde{enn.iited..~Y"lhefadrors
setiorthin ihe<PellsIon Plan on April 1, 2008, for ihecashoutmids in tl.ie2.00Q.MQU"fuidditiohtQ MY
le,galiy-mamlaied interest cite ari.ct"jilbrta)itytilbles~t ..r{lrlhjri,sedion 417(¢Y<jiihe hMmal Rci'e)lli¢Oqde;

(CJ If tlle30~year Tr~sUryElQnd @tCC<:l/lsesJobe pU~jishtiqJjef9te:Allgy§:t2;2Qi4fue .
parties wlit eslabUs~ta j \lint committee Which will.review the historic relajiQll$hivblej:we.ellHle interest rates
.OJr10'y'ear':r:~c;a~oryBortdsandthe interestratesonAAACoq>OrateBonds and will agree on a factor
which when applied to :historicAAA Corporate Bond rates produces anmlerest:m.te r;:qpaIto the Jristtiric
JO.)'~r TrellsU1)' Bondrate, Thismte will be \ill\qeayaitableasal~()l1ief:fa.tquhilioii'llindard for liUnp-s!irn
~Sh6iltStmd~t the felisjo~l ~1tlI;1@lo\'<lng \JlelaSt'publicaticinqa(e IQttl~"~Q~y~rrrt;i~ B~nd :r.:~tiLfQf
~lbpunmseJ ;'hrsIOri(j!"ra~ess:\Lliilbe~qiHilto thell.v~rag~ rates pyertl(l~,1~yetltpe~oathatel1dss.ix,rnpn~
before.theIastdaieoil:\vlU911·ihe.U.S; Treasury Depactrnen(ptlblishes.!11e'30-year TteasuryBond rate.
(Example: ifhistoric30~year Treasury Bond r<ilesequaI6%;l!udhfstone AAA Corporate "i3011d rates. equal
S%, then thdactor~yotlldbe75%, The new staIidarG f!'lrc..lI@la.Ul.lgaJWpp;sumwouldbe().'7)i!imesthe
AAACorpol?te BO~am~e in-effect OJ) Lhe lWnpStiill cOJ:rimenr.:~tnentd,ate;)

@. An associate whosq:faratcs fromservicc on or after october. I, 2b03~and on or before
Novemb'erJO,.2003, and whoelectsto receive.his vested or service pension as a total.lump-sum cashout
shall:re¢eivc:a liuripSUlneqllat t(llhegreatei of (i) 'lIlc]UIl)p-sllni cil~ltout:detcnninedbilse'd'Oll the JlIl0C or
GATTbasJs (whichever is 'i(Jpfefiivbrable)' rippUedtQ. ()etelTllil1~1tunpsl!riJs'pmQ.ujfderfuYf6isioll,J>1aIllo
aSS\JC(at¢:~cpa1fldng frQni~erVic.e ciurl.lJg the third 'qua:rt~rof2q03 .Qf. (ii) Uie)illn.j;Fs1l1ilqai;hOll~d~teI'inii:!ed
un!ierthetcmlS ofthe Pension PUmin effect on Oteassociate's commencement d~te.

(~) In the~yelltof a.surplusdeclaralion dw:1I1gaperiod,\vhen the-lump sum cash out.
is.suspended, the $Uspeiisiqil\Villbe l[fteclfor a6Q-'{]lly'periO<'j,

2.., (filII dsso/iiatil (iie$dr~rittc.;,;J1IPlotm'f1ito.it orrtftetJo711idrYh2JJ/2i t1ndq1Jor.~iifore
December 31, 2012)ondnftd. becOfnilliJ vestedmtiler.the.Pensioi; P/tiil!tJie dssoctatekbcnefiCiary for
the.pre-retlremcnt deailt.benefit under the Pension 1'Ianshrill'beeH!Pbletorecei,,;e payment:of tile deatil
~n.efitils a (otal tpmpo$i,pncasllout. Inadditioll, thepre-iCtirementdeailibel~eijt Jillld'io Sllchbeneficiary
~!iall~tlill.llte l;irg~r Qf(al Q1elWl1p-smllcaslj(llit~\a,~WOllld 4itvebeeli .pWdIi.) .tIi~aSso.cjate if he .d(slle
had sePatated fr6rtfsetvice 0.11 !l\~ date' of d,f;;'\ th and elected to.receive p,aYm~l)fOllthe'l:~n~fIctarfs
commencement date (or, if the bcneficlary-is a spouse-who cleds anmmmly, d,Ie ~li::ruw-jal equivalent of that
lump sum in theform ofa singh::iifealUWlLy),or (b) the pre-retirement death berteflt9thenvise payabiefo
such beneficiary under the Pension Plan:

3. .1.( an associate sf!paratesjrl)m service during: efr'ploymenrOl1prllfier:Jt[1ll(!lry J,2O,l2"
and oft or heforeDeceniba 31,2012l1l1ri after be¢omil1g vested ujlderthePen.S1·o1iP/(1I1;~ue 10 his Or lier
exhaustion of 52 weeks QfsiCimcss disability benefits and is eligible for llvestep peilsiQn (ita s<;iYite
pension underthe PensiollPJan,tlleassociate shall be eligible 10receivehis or her vested pension or
service pensienfbut not:a disability pCilsion)as 11 totalIu rap-sum cashout,
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\,;0 H lh.~alh pct.·m·:-. \,11$1...· rhc..~I:-a...;l\('ial\!" hil'i in \·n~"'~·~:~\:"lhl \'~I,,:,..:~k,u ( ....,tth ...pnll •..~d ..,·00\ .•..•.110 t~\

I\~(:,.i\'l! ~Innnp "\~Hn,-..:a:-.hHllf rn~ln Ill~ Pt."u~iHnP~~lIl.!~m!b~rllr\!' lh~ ...'t'IlHlh."lI;'·I..~~H~md'll..: :--.p\.:....:lfh.·d in ••uch
l.,..k',.:llPrl. ~hl,· ;\:-.-,O,.:i:lll··~r'c·t1cri~iill} for th\." pl·e·rdi( ....·l1li.•or dl...\~~LhllCn~lii t~lUkr lhl! 1\·n..jpll Plan shilll ~·L·l.·••·i\"L,·

'I ,k;i1h hL'ndl!e<jmd III the l;,rg<'r "I' {illh~ Illmp·qnll ,'lsh"Ullha! wuuld h,,,'-: hccu puid Illlh"'ll<'''L'i,ll~ jf
uc "r ,1:" hilt! ,lin i\"~, I '.11IIi! Iht' L'ke'I,'d L'''llltll\'t1ct'I\W'I!.kuc, "f (ii) the I'n.!.ldil~IH<:HItk:llh bcnd!l
«rhcrwi-c P;l:.;\hli! 1'1~lId\ 1'l!llCllt'iar} under the P<,n<;jlllll'lall,

111) II ,k;1l11 n,','ur< !il h,'("r" Ik "",,,blc 111;)~<:,;1 ,'"lill dC~ll!\n 1" <,:"11l1l1~l\,<: I'<IYIIWIII1,f

hi;. or her n'"ld (If "."Iyle,-p~j\,i"ll i111,Ill}, 1,'nnj under the I'cn~i"l1 Plan Dr <iii whik' me '1.'Sll,:liltC h:" ill

,.n;:.:! ,\ \:,lid dc<.:I['lfl 1,1 r~cd\'c pa) men:of In' nr her '·".,ll·.I liT ,,,1'\ ice l'cl"iclll ill a ro'rm <'f l'ilymo.'lIl "th.:r
lhun II hlllllf,Slll11 ,";1shOlll[ illW b~r(1r<! lhe ClllllmClll:Clnel1l dare ~pcdfictl in ~ltl:h \'led il1lh ,he ll'~llo:!;1t.:,
h.'uc'li<:iilr} I"l' till' pr".,.,:tin::n1l'lIl ,k"th h~Jtd;1 under Ih.: 1""hl<'lIl'hlll ,hall receive ~l,!e:llh bL-ndi! l'qll;,illl

thc.I:!l't:o:r "I' i Ii Ill.: ILIlllP-,"111 c:hh,'ul llinl wpnld have heeu pai,l 1<1 tile :"",dlile if he 1>1',hl! h:111 elertcd III

,'c'<.:d,'cpaym,.·lll "II the b<.'l1diL·illry\ ~'(li\lIl1CIKcln~111 ,!alt;' [III'. it' IIw bo.'ll¢tkbr> hit 'lllll!>" \\'IHl d':;;l~ ;111
oll'lIuily. [hl' a,'lll;:l'iul cll'lj",lt!lIl ,,!, 1h:l1 lump '11111 in the !'<mlli,l it ,in~1o: iiI,' lllillnit} I, ,II' dh tho.'pre-
!'l'lin:III¢1I1 dealh ""nell! "th •..•rwhc l'ay"hk 1<1SII<:hbl'flclrdar~ \lllder til,' P,,'hbl1 Plan.

~-!~. -'.',/,~---...--~--
lt~\kl.:ltl~lE~f..

eh;J irl"~r~1"1.
,>),,11.'11\ C"IIllLiI T·'i
HlJ:\ill'TJ'" ~Jlana.~I,.·f L!h...'a I ~J~7

,liL~:!M.1·()~·~-.-~
( ;Ii.'llil llr:1c"b:1l

B"~in~s'.1»bl1a!lcr - Ll',,:11 ~ 1 ~O

Fill{ THECO:\·II'ANY

._---_ .._ ..._--_ ........•...... __ ._ .....-
t iar), l.;am·'y
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P<lvid 1'~lltlIL'r
Cw .-\ 1l\I~rtlat;,,11,,1 IIL·prc'~lII,'1 h·<'
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4. Fo(a c<lsh6ut-~jlgible assdCiate\dlQ has separatedfrom sel:viceliefoiedeath:

(i1) Jf'deat!ipccws'\~'hile the~ssodat~Jia~,jll effecta valideJ~cfiol1 (\irithspbusal<;9!lsen.t}tg
receive aJu\np~~un~ca~houttrpi:iithe-P~risi6nPlan and ~~(or$ th¢ coimjlelice!I~elitdaJe$pecifie41h siJ:ch
~l~cti9.n,thea.ssc5gj~~e'S benefIci~rYf()l'Jhe pre-relir~ineI11 deathb~li'efit u:i)'c1ei';tIle..Pension Plilri s}la,lI receive
a'dea.th be,nefiteqW'iI'tothe.largf.r qf(i) t.he lump-sumcashout tMit would Mvehe'elrpai9tp,~h¢as~od~teif
hem; s'heliad$'urviveq until the'ele(jted cOllli\1eilcentent(late, of (it) the pre"retite:rnen(!ieath benefit
otherwise p~ya~le;t~ .sl!gh b~hefi~faiyllt~(i~rih~Peiis:iCih PJan', ." , . .

(b) 'ifOeatli. occut's(i}bef?rethe a~sod~I¢;ri1like~a vaUg~JecHog tpciJlnli!ellC6railI!erit of
his or'hervestedor-servlce pelision'(in'a:nyf9rni) under tlWI'e)1slPlt Pl~ll,'flr'(iD:.\vhHeth~ assopiate h1i:Hn
effect-a valid electlon to.receive paymen] of his or her'les,le~ or S$lrvit:epensi.oTlilJa.~Opll (jfp~ynl~rlrbtHet
than.a lump-sum. ca'SliimtMd betotethec<;:imiMncy'memd;Hespecifiecij.Il,suc/1,eJedipl);th~a~~pcj~\l?'s
benefiCiary for tile pre-retiremen] deaihb:~n~fitu'rt,derlhe'PSllsi9n,Piall ,sii~IJf5ceiy,ell death '\:j~MW~q~~[~Q
11mla~gerof(J) the IU111P"311111 cashcut'that.would nave:beenV?id1Q the iI~~o~iatejfh~o(~Ii:eh:ad(;lect~~to'
receive payment :ordhe beneficiary's commenccmentdaie(ot·; ifthe~cl1efic;ijatyjs (fSpouse'vho:·ek¢t~aii
amujity,the actuarlalequivalent of'thatIump surnIrrthe form of fl,single liteal]l)uJty),tir(JI) the pre-
refirement.death benefit otherwise payable-to such beneficiary.underthe Perision.Plan,

Tentatively Agreed tothis:1st~ay of FelJl'\.laty, 201 D.

'p~teM~~L<'\tlgfltiii
Cliairperspn,
Sysie.(ti CO'uirdIT-9,
:BusiI1es~M~tIaMj'~Local 2327

FOR THECV!AOE~il)TB~i\l*e~t
Business Jy1ajlilgCr ~ Lp¢a12320

DavidPaltnet
tWA. International Repre.sentaliveMike Spillane

Business Manag.er~Loca12326

DQn Trementozzi
President - CWA Local 1400
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Term Sheet Regarding Reorganized FairPoint Warrants
to be issued

Under the Plan of Reorganization

Issuer Reorganized Fairf'oint Communications, Inc. (the "Company" or
"Reorganized FairPoill~").

Initial Holders Holders of all unsecured claims.

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

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

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

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

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

Voting Rights None, until exercised.

Dividends None, untilexercised.

No restrictions on dividends or distributions by Reorganized
FairPoint.

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

Reorganization Event Upon a Reorganization Event (defined below) that is consummated
prior to the Expiration Date, each Warrant will be exercisable into
the right to receive the kind and amount of consideration to which

I
such holder would have been entitled as a result of such
Reorganization Event had the Warrant been exercised immediately
prior thereto.

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

[Exhibit C to FairPoint Plan of Reorganization]
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consolidation or merger in which its New Common Stock is
exchanged for securities of another entity, (ii) a reclassification of
its New Common Stock into securities other than New Common
Stock or (iii) any statutory exchange ofthe outstanding shares of
New Common Stock for securities of another entity.

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

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

[Exhibit C to FairPoint Plan of Reorganization]
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Execution Version for alJRegu/atory Parties, includilJ!J the OPA and FiiilP61nt

Post Filing Regulatory Settlement· Maine

This Regulatory Settlement (the "Regulatory Settlement") represents the understandings reached among
the representative of the Maine Public Utilities Commission (the "Commission") as the representative is
described in the order of the United States Bankruptcy Court, Southern District of-New York (the"
Bankruptcy Court") entered on January 20, 2010 (the "Order") and subject to the terms of such Order (the
"Representative"), the Maine Office of the Public Advocate (the "OPN) (the Representative and the OPA
being referred to jointly herein as the "Regulatory Parties"), and FairPoint Communications, Inc. and
Northern New England Telephone Operations LLC, d/bfa FairPoint Communications-NNE ("FairPoint"),
together with the Regulatory Parties (the "Parties") in connection with the mediation ordered by the
Bankruptcy Court, and which shall also apply in any change of control proceeding related to FairPoint's
emergence from Chapter '\1. This Regulatory Settlement is subject to and qualified by the Order.
Without limiting the effect of that Order, the Representative only has authority to recommend matters for
approval by the Commission, after notice and a hearing before the Commission in accordance with Maine
law. Whenever this Regulatory Settlement states or indicates that the Representative agrees with and/or
will recommend a particular proposal, or words to that effect or of similar-import, such terms will not imply
any greater authority in the Representative and all such terms shall mean only that the Representative
will recommend a term or condition for approval and no such agreement and/or recommendation shall
bind (a) the Commission or (b) the advisory staff of the Commission.

1. process Issues:

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

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

1.2.

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

1.4. The terms of this Regulatory Settlement may be voided, at the option of any Party, if the
Commission has not issued a final order approving the Regulatory Settlement and the
change of control within 120 calendar days from the date an application is filed, said approval
being as described in Section 1.2, FairPoint and the Regulatory Parties shall use reasonable
efforts to cooperate in the proceedings before the Commission, including in the preparation
and timely filing of all required documents, exhibits, testimony and other supporting evidence,
provided that neither the OPA nor the Representative shall be required 10 prepare or present
testimony, exhibits or other evidence, the Parties acknowledging that the OPA and the
Representative may meet any obligations under this subparagraph by filing a brief or report
with the Commission recommending approval of the Regulatory Settlement and the change
of control provided for in the Plan, which brief or report shall be included in the record of the
proceedings,

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

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

1,6. The Regulatory Parties will recommend, if requested by FairPoint, that any matters before the
Commission to which FairPoint is a party and that are the subject of the terms and conditions of
this Regulatory Settlement be temporarily suspended or adjourned pending the Commission's
consideration of the approval of the Regulatory Settlement and the change of control provided
for under the Plan,

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

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

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

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

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

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

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

2.4. FairPoint agrees that during the 5-year period beginning upon closing, FairPoint shall spend not
less than the amount required to attain and shaHachieve the broadband buildout requirements
of 83% by December 31, 2010; 85% by July 31, 2012; and 87% by March 31,2013. If FairPoint
fails to achieve 83% by December 31, 2010,85% by July 31, 2012 or 87% by March 31, 2013, it
shall be required to achieve 90% by no later than March 31, 2014 in accordance with, and
subject to, the applicable terms of the Merger Order. FairPoint further agrees that by March 31,
2013 it will achieve 82% for lines in UNE Zone 3. If FairPoint achieves lhe broadband build out
requirements of up to 87%, as set forth in Section 2.4, on July 1,20'13 FairPoint will contribute
$100,000 to Connect ME. Until FairPoint achieves all of the requirements of this paragraph,
FairPoint shall file quarterly reports with the Commission regarding its broadband buildout
activities containing the type of information required of Verizon under Section 3 of the Amended
Stipulation of August 8,2007 in Docket No. 2005-155. FairPoint shall inform the Commission in
writing of its determination that all of the requirements in this paragraph have been met
Nothing herein shall prejudice the Commission with respect to a challenge to such
determination and the Commission may, in its discretion, conduct proceedings to determine if,
in fact, such requirements have been met.

2.5. FairPoint will have the option to resell terrestrial (non-satellite) based service providers'
broadband service offerings to fulfill its broadband build out and/or service requirements as
contained in the 2008 Merger Order, as herein modified, for the broadband buifdout
requirements beyond 85% provided that (a) the build out and/or services meet or exceed all
requirements of the 2008 Merger Order as herein modified; (b) the resold services are
purchased through and serviced by FairPoint; and (c) the Commission Staff, on delegated
authority, approves the service provider{s} selected by FairPoint. The Commission Staffs
approval process shall require that, upon written submission by PairPoint of the identity of the
provider(s) the precise build out obligations and services to be provided by such provider and
information regarding the capabilities and qualifications of the provider(s), (1) approval may not
be unreasonably withheld by the Commission Staff, and (2) if the selection by FairPoint of a
service provlderts) is not denied by Commission Staff within 30 calendar days of the date of the
written submission by FairPoint, the selection by FairPoint shall automatically be approved.

3. The Representative will recommend that the Commission find that the financial conditions set forth in
the Merger Order have been replaced by the terms of this RegUlatory Settlement, satisfied, or have
been otherwise rendered moot due to the deleveraging achieved through the Chapter 11 process.
The Regulatory Parties will recommend that the Commission not impose affirmative or negative
financial covenants in addition to those imposed in any loan or credit agreements or related
documents executed by FairPoint in connection with the Plan, provided that such agreements are
supplied to the Commission upon execution, as well as any subsequent amendments to such
agreements or related documents. The Representative will recommend that such financial covenants
not be considered separate financial covenants enforceable as such by the Commission, provided,
however, that nothing herein shall limit the Commission's ability to investigate, at any time, the
financial condition of FairPoint and to take action with respect thereto in accordance with Maine law
and the rutes and procedures of the Commission. FairPoint will inform the Oommisslon, subject to a
protective order reasonably acceptable to FairPoint to be entered in the change of control
proceeding, of any substantive defaulls under such loan or credit agreements, which defaults have
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not been cured within any cure~ provided under such agreements or waJved by the applicable
lender.

4. Miscellaneous Matters

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

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

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

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

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

4.6. FairPoint shall not agree to or acceptany term in a proposed settlement with the Staff of the
New Hampshire Public Utilities Commission, the New Hampshire Office of Consumer Advocate,
or the Vermont Department of Public Service pertaining to the Plan or, if applicable, to any
related approval for a change in control without offering the same term to the Regulatory Parties
and/or in connection with the Regulatory Settlement, a Change in control, or the approval of
either by the Commission. FairPoint only shall be required to offer such term(s) to the
Regulatory Parties in the event that such term(s) represent a material difference in the benefits
of this Regulatory Settlement, on one hand, and the Regulatory Settlement effectuated in the
jurisdiction of New Hampshire or Vermont (as the case may be), on the other hand, considering
each such Regulatory Settlement in the aggregate. If FairPoint enters into a voluntary
amendment to the Vermont or New Hampshire Regulatory Settlements, FairPointw1tf within one
(1) business day provide a copy of the signed amendment to the Regulatory Parties.

1640475.5 5

0103



Execution Versfmt for 'ttI1 Regulatory Parties, including the OPA and FairPoInt

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

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

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

FAIRPOINT COMMUNICATIONS, INC.
NORTHERN NEW ENGLAND TELEPHONE
OPERATIONS LLC

By~AfJ~..u...~~~==.. _
Peter G. Nixon
President

Amy Spelke, Representative of the Maine Publfc
Utilities Commission

Robert S. Keach, on behalf of the Maine Public
Utilities Commission and only with respect to the
reservation of rights set forth in Section 1.5, as
spaclfled in such Section 1.5 .
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4.7. Any management bonuses shall be based on a comofnauon of EBITDAR (EBITDA plus
restructuring costs) and service metrles and the weighting for each of lhese categories shall be
computed and clearly stated for the incentive and bonus plans for each individual and forUle
company in total. Once established, FairPoint shall disclose such service memes to the OPA
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4.8. Subject to the terms set forth herein, the signatories agree to support thls-Regulatory Settlement
and not totake any action in any forum or jurtsdlctlon that would contradict Of diverge from the
terms set forth in this Regulalory Se({]ement for so long as this Regula!ory Settlemeni is in
force, unless the Regulatory Settlement is voided under Section 1.4 hereof or if any Party
withdraws under Secllon 1.5.

li1nbart"'i1.
Utilities C Iss Ion and only wIth respect to the
reservatlon of rights set forth ill Section 1.5, as
specified In such Section 1.5

This Regulatory Settlement has been duly executed as of this 9th day of February 2010.

FAIRPOINT COMMUNICATIONS, INC.
NORTHERN NEW ENGLAND TELEPHONE
OPERATIONS LLC

By_. -~--:::--::-c;------------
Peter G. Nixon ..
President

..

[640475.5 6

0105



Execution verslon for all Regulatory Parties, including the OPA and FairPoint

BY_-L.,~4.¥-i~,--,=,~~~~~I-----
Name:-,-, -df~~~~*-~~~-------
Titre:_.:t::.JJ1b..I.2L!>LJ..J.l.:!..~~~'-- ~
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Post Filing Regulatory Settlement ~New Hampshire

Execution Version

1. Process Issues

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

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

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

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

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

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

. accordance with Paragraph 1.5 prior to Commission approval, or (ii) the Effective Date of the

Plan.

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

2.1. SQI Penoaffies:fbr the 2009 year will be deferred until December 31,2010. For the avoidance
of doubt, the Parties agree that FairPoint has accrued $6.000,000 in SQI Plan penalties for
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2.5.1. Broadband build out commitments scheduled for April 1, 2010, wHI be retargeted for
December 31,2010. FairPoint hereby confirms Its commitment to spending on broadband
build out a total of at least $56.4 million, and estimates an additional $10.5 million is
necessary to achieve 95% availability.

FairPoint's fiscal year ended December 31,2009. If FairPoint meets the service quality
objectives for each performance area specified in Attachment 1 and as averaged over 12
calendar months ending on December 31,2010, then SQI Plan penalties for 2009 will be
waived. If FairPoint meets the service objectives for some but not all of these performance
areas as specified above, 2009 SQI Plan penalties will be reduced by 20 percent for each
performance area specified in Attachment 1 for which FairPoint achieves the service objective
averaged over 12 calendar months ending on December 31, 2010.

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

2.3. The FairPoint Qualityof Service Commitment in Exhibit 3 attached to the 2008 Settlement
Agreement 1 will be amended as follows: [a) reference to DSLwill be removed from Section
3.2; and (b) Section 4 will be clarified so that the New Hampshire penalty structure will be
calculated as it is in Maine, using the percentage "not met" formulation. For purposes of
clarity, identical service quality performance in New Hampshire and Maine will accrue
equivalent penalties for each corresponding period. Notwithstanding anything in this Section
3.3 to the contrary, the Parties agree that FairPoint's total annual financial exposure to Service
Quality penalties as set forth within the 2008 Settlement Agreement shall not exceed $12.5
million per year. At the end of the five [5) year basic exchange retail rate stay-out period [as
set forth within Section 8.1 of the 2008 Settlement Agreement}, FairPoint shall be entitled to
petition the Commission for a reduction in Service Quality penalties and revisions to the

Servic~ Quality standards.

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

2.5.2. FairPoint will adhere to the broadband coverage percentages and the minimum capital
commitment ($285.4 million) resulting from the 2008 Order, provided that all capital
expenditures for New Hampshire, measured in accordance with United States Generally
Accepted Accounting Principles and consistent with capital expenditures reflected in
FairPoint's audited financial statements, are counted towards the minimum capital
commitment of $285.4 milllon to be spent by March 31,2013.

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

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

3
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generation network. For the avoidance of doubt, and subject to verification through a
reconciliation of FairPoint's NH2009 capital expenditures to the consolidated capital
expenditures in its 2009 audited financial statements, aggregate capital expenditures of
$157.6 million have been spent by FairPoint through December 31, 2009, against the
niinimum capital commitment of $285.4 million.

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

2.5.5 FairPoint shall have from Aprll L,2010 to March 31,2015 to meet the remaining balance of
the OEC(e.g. $40 million ifthe full $10.5 million referred to in Paragraph 2.5.3 is spent),
which shall be spent on "network enhancing activities" identified in Attachment 2, which
include but are not limited to the physical extension of network facilities or coverage,
changes to existing network facilities to improve quality of service [e.g., increase redundancy,
reduce latency), and any network enhancements related to the development and launch of
new products and services. Allcapital expenditures associated with such network enhancing
activities shall count toward the remaining balance of the DECset forth in the provisions of
Section 2 hereof. In addition, for those network enhancing activities set forth in Attachment
2 to this Regulatory Settlement involvingVideo or lPlY deployment, FairPoint may count
toward the remaining balance of the DECall capital expenditures incurred plus operating
costs, consistent with FASBStatement No. 51, for customer premise equipment, installation
labor at customer premises, and ITdevelopment solely incurred in connection with a video
product.

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

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

3. Financial Conditions

3.1 The Financial Conditions set forth in Section 2 of the 2008 Settlement Agreement have been
replaced by the terms of this Regulatory Settlement, satisfied, or have been otherwise
rendered moot due to the deleveraging achieved through the Chapter 11 process.
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4.5. FairPoint shall not agree to or accept any term in a proposed settlement with the Maine
Public Utilities Commission, the Maine Office of PublicAdvocate, the Vermont Department of
Public Service or the Vermont Public Service Board pertaining to the Plan or, if applicable, to
any related approval for a change in control without offering the same term to the Staff
Advocates and/or the Commission in connection with the Regulatory Settlement, a change in
control, or the approval of either by the Commission. FairPoint only shall be required to offer
such term(s) to the Staff Advocates or the Commission in the event that such term(s)
represent a material difference in the benefits of this Regulatory Settlement, on one hand,
and the regulatory settlement effectuated in the jurisdiction of Vermont or Maine (as the
case may be), on the other hand, considering each such Regulatory Settlement in the
aggregate.

4. Miscellaneous Matters

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

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

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

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

s
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4.9. Asof the date hereof, FairPoint represents that it intends forthe "New Term Loan
Agreement" and the "New Revolving Facility"(collectively with all related loan documents,
the "New Credit Agreements") to contain substantially the same material terms and
conditions as contained In the Plan Support Agreement on file with the Bankruptcy Court as
of October 26, 2009. Copies of the New credit Agreements will be filed with the Bankruptcy
Court as part of the Plan Supplement and the Commission pursuant to Section 1.2 hereof.
The New Credit Agreements will provide that Northern New England Telephone Operations
LLClor its successors or assigns, if any) shall not guarantee or otherwise be liable for, nor shall
any of its assets be mortgaged or pledged (excluding only the membership interests of
Telephone Operating Company of Vermont LLC)to secure, the obligations of FairPoint
thereunder.

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

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

4.8. For a period of two (2)years following the Effective Date of the Plan, FairPoint shall not pay
any dividends during any period of time while FairPoint is in breach of any of the material
terms ofthis Regulatory Settlement, but such dividend restriction shall apply only for so long
as FairPoint has not cured any such material breach{es). For the avoidance of doubt and for
example purposes only, in the event FairPoint fails to achieve the material. requirementsof
the SQIPlan metries or broadband availability requirements as set forth in this Regulatory
Settlement and FairPoint pays any penally related to such failure when due, FairPoint shall be
deemed to be in compliance with this Regulatory Settlement.
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This Regulatory Settlement has been duly executed as of this 5th day of Februaty 2010.

FAIRP01NT COMMUNICATIONS, INC. & NORTHERN NEW

ENGLAND TELEPHONE OPERATIONS lLC

Name~ Peter G. Nixon

Title: presicjent

NEW HAMPSHIRE PUBLIC UTiUTIESCOMMISSION

STAFF AOVOCATES

By: ----

Name: F. Anne Ross, Esq.

Tifle; General Counsel & :Staff Advocate

7

0114



FA1RPOINT COMMUNICATIONS, INC. & NORTHERN NEW

ENGLAND TELEPHONE OPERATIONS LLC

This Regulatory Settlement has been duly executed as of this 5th day of February 2010.

By:, _

Name: Peter G. Nixon

Title: ,President

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION

STAFF ADVOCATES

'Y' ;t{akup=-~fJ
Name: F. Anne Ross, Esq. t'

Title: General Counsel & Staff Advocate

7
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Attachment 1: KeyService Quality Metrics Measured in 2010

for Purposes of Waiving 2009 SQIPenalties

SQIMetric 2010 Bem:hmark

% Installation Appointments Met 90%

% Installation Service Orders Met within 30 days 95%

Customer Trouble Reports Rate per 100 lines-Network 1.12

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

%Repair Commitments Met 89%
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Attachment 2

Authorized Network Enhancing Activities

Expansion of fiber to the premises network

Fiber deployment and expansion of capacity

Softswitch deployment

New products and services for;

Video!IPlV

. VolP

Carrier Ethernet Services

Other investments presented to the Staff and approved by the Commission as appropriate
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Memorandum of Undetst~nding between Faii'Point and
the New Hampshir~ office of the Consumer Advocate

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

WHEREAS, OJ! February 5,2010, the Staff Advocates of the New Hampshire Public
. Utilities Commission designated pursuant toRSA 363:32 (the "Staff Advocates") and
FairPoint entered into a Regulatory Settlement that. will be filed with the New Hampshire
Public Utilities Commission (the "Conunission").

WHEREAS, pursuant to RSA J63:28, theOCA has the right to appear, and take positions
011 behalf of residential ratepayers, before the Commission.

WHEREAS. the OCA has reviewed the Regulatory Settlement.

WHEREAS, in consideration of the commitments made by Fairf'cint in the Regulatory

Settlement.

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

This Agl'eel11enl.hasb~en duly executeqas of this Slh day of February 20 to.

FAIRPOINT coMMUNlCATlONS, {NC.
t£. NORTHERN NEW ENGLAND
TEL.EPHONE OPERAT10NS LLC

~~e4fg-ix-o-:===~--
Title: President

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

By:. ~ __ ---
Name: Meredith A. Hatfield, Esq.
Title; Consumer Advocate
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Memorandum of Understanding between FairPoint and
the New Hampshire Office of the Consumer Advocate

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

By: _

Name: Peter G. Nixon
Title: President

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

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

"WHEREAS, the OCA has reviewed the Regulatory Settlement

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

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

FAIRPOINTCOMlvlUNICATIONS, INC.
&NORTHERN NEW ENGLAND
TELEPHONE OPERATIONS LLC

0119

NEW HAMPSHIRE OFFICE OF THE
CONSUMER ADVOCATE

.'

By:~
Name: Meredith A. Hatfield, Esq.
Title: Consumer Advocate



Exhibit F

VDPS Regulatory Settlement
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CONFfDENTlAL AND SUBJECT TO FRE 408 &
APPLICABLE STATE PR/VILEGE(Sj

Post Filing Regulatory Settlement - Vermont

1. Process Issues:

1.1. The Department of Public Service ("OPS") will use reasonably practicable efforts to request that

the Public Service Board {the "Board"} approve this settlement with FairPoint Communications,

Inc. and its subsidiary, Telephone Operating Company of Vermont LLC (collectively, "FairPoint"),

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

Parties") agree that the Regulatory Settlement will be implemented either through [i]
FairPoint's Chapter 11 Reorganization Plan or (H) a Bankruptcy Court approved settlement

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

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

by February 8,2010, or such later date as may be necessary in FairPoint's good faith judgment,

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

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

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

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

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

Board and upon the Effective date of the Plan.

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

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

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

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

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

to the last two sentences of this Section 1.2}. The requested approval will include, If appllcable,

approval for the change of control contemplated by the Plan and which will occur upon the

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

with the Board as to its service quality remediation efforts. The Parties reserve the right to
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address before the Board matters relating to FairPoint's testimony regarding service quality

remediation, including whether plans for further remediation are appropriate.

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

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

transfer of control proceeding be concluded and be ripe for a Board decision no later than 90

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

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

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

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

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

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

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

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

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

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

business days thereafter.

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

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

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

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

any way. as an argument against FairPoint in any subsequent proceeding before the Bankruptcy

Court;n which FairPoint would· seek a ruling from the Bankruptcy Court that any such Board

approval or Board proceeding is pre-empted by the Bankruptcy Code,and that [ll] DPS

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

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

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

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

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

withdrawal by FaIrPoint or the DPSfrom this Regulatory Settlement or any Board proceeding

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

sought by FairPoint in any such Bankruptcy Court proceeding and FairPoint reserves the right to
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oppose the Board's jurisdiction with respect to approval of this Regulatory Settlement or a

change In control.

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

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

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

Regulatory Settlement or change in control proceeding in accordance with Section 1.5 prior to
Board approval, or (ii) the Effective Date of the Plan; provided however that all post-petition

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

basis.

2. Issues Related to Vermont Merger Conditions. FairPoint will meet the broadband build out
requirements, the capital investment requirements, and the SQRP service quality program
requirements of the 2008 Merger Order and/or the 2008 Settlement Agreement (as each term is
defined in footnote 11), with the following modifications as set forth below:

2.L SQRP penalties for the 2008 and 2009 year will be deferred until December 31, 2010. If

FairPoint meets the service objectives for each performance area included in Attachment 1,
averaged over 12 calendar months ending on December 31, 2010, then SQRPpenalties for the

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

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

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

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

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

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

failure to meet performance areas during 2010.

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

Board that the revocation or modification of the CPG in Vermont, Docket 7540, be WIthdrawn

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

1"2008 Merger Order" means and refers to the February 15, 2008 ORDER RE: MODIFIED PROPOSAL IN Docket
number 7270. "2008 Settlement Agreement" means and refers to that certain Stipulation Among FairPoint,

Verizon New England Inc. and the DPS, dated January 8, 2008.
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Regulatory Settlement and shall otherwise comply with all applicable Vermont state laws and

regulations.

2.3. The broadband milestone penalties contained in the 2008 Merger Order, if any, will not be

enforced prior to June 3D, 2011, provided that (a) FairPoint flies with the Board, DPSand/or any

other appropriate regulatory body: (i) a broadband permitting and construction plan by May 1,

2010; and (ii) all necessary permit applications prior to October 1, 2010; and (b) undertakes all

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

construction plan shalt ata minimum identify tower sites and set a schedule for permitting and

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

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

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

bonafide offers to provide suitable tower collocations or development on commercially

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

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

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

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

FairPoint, but not issued prior to January 1, 2011, FairPoint will be allowed a 30-day delay in

build out of that site.

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

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

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

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

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

from that customer, provided such order is made no sooner than June 30, 2011. Should
FairPoint fail to meet the 90 day extended service interval for any such customer, FairPoint

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

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

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

availability, induding providing written notice by June 301 2011, to those customers. Such

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

explain the extended service interval. FairPoint shall file with the DPS by June 30, 2011, an
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electronic listing of FairPoint customer addresses in Vermont which do not yet have FairPoint

broadband service available within a normal service interval.

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

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

central offices and remote terminals) through projects which may reasonably be expected to
improve network reliabllity and service quality. FairPoint may expend these funds in those

exchanges which have been identified for 100% broadband availability and, to the extent

permitted under the FCCrules. invest in network infrastructure which would also support

build-out of the remaining 5% broadband availability. FairPoint will review its request with the
DPSprior to filing it with the Board to seek input and support, which will not unreasonably be

withheld. Twelve months subsequent to Board approval of such a request made pursuant to
this section or June 30, 2011, whichever is later, the extended service interval described in

Section 2.4 above shall no longer be applicable and FairPoint shall provide broadband within a
normal service interval to any customer within the exchanges in which it has committed that it
will make broadband available to 100% of the access lines pursuant to the 2008 Merger Order.

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

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

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

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

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

whether or not, in its sole but reasonable dtscretlon, permitting such modifications promote

the general good of the State of Vermont.

z See February 15,2008 ORDER RE; MODI FlEDPROPOSALIN Docket Number 7270.
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2,8. If broadband milestone penalties are due and owing, then they shall be deposited into an

escrow account, with FairPoint and the DPSeach receiving copies of the monthly statements

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

for additional network projects completed within 18 months ofthe date of the penalty. Such
additional network projects shall be subject to the approval of the DPS without regard to their

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

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

3. The financial conditions set forth below from the 2008 Merger Order have been replaced by the
terms of this Regulatory Settlement, satisfied, or otherwise rendered moot due to the

deleveraging achieved through the Chapter 11 process:

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

permanent reduction of the Term Loans.
3.2.Requirement for FairPoint to reduce debt by $150 million by December 31,2012, based on

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

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

Interest Coverage Ratios.

4. Miscellaneous Matters

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

Chief Information Officer in place by June 30, 2010.

4.2.1he Plan shall provide for the appointment of a new Board of Directors for reorganized FairPoint

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

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

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

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

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

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

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

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

thereof, and no less frequently than monthly through and ending on the ninety-first {91st} day

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

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

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

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

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

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

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

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

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

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

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

regulatory issues relating to telecommunications.

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

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

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

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

for the company in total.

4.7. For a period of two (2) years following the Effective Date of the Plan, FairPoint shall not pay

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

Settlement, but such dividend restriction shall apply only for so long as FairPoint has not cured
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said material breach. For the.avotdance ofdoubt and forexample purposes OIlIY, in.the event
FairPoint fails to a~hiev.e tbe material requirements.ofthe SQRP rnetrlcs of broadband

availa hility requlrefnenfs as setf(:lrth iritl1is RE{g!]lalorySettlement a nd FairPbjntpa.ys·a ny
penalty related to such failure when due, FairP(Jinfshall :be deemed to b~in toml>Hance With

this Regulatory;Se.ttJement

4.8. the signatories agree to supportthls RegUlatdrijSett!erngnt .~rldthe applita.tip)1 fofaqhaligi;i in
control and not take any a~ti9nil1.af1yca1?l:lorproceedingfnvCllvin~Fairpoirit fh~fwouldbreath
orviolatethe terms set forth lnthis Regu!.atOryS¢ttlemen~ for so long as thi~ 8.."eguJatory
Settlement Is in force or.untll theregtHatO.yap"pi:-ovals set forth ln Sectibnl ..2 are. .r8celvet{.

4.9. It is 'a condition precedent.to theR~~ql}itqryS:~ttl~m,eft~ thatthe tiP.Ssha!1l"e'<;~lve'and find
acceptableln.tts.sole but reasonable discretlon, thebuslnessplar; ihCluding f(n·(lhci~!
ihfotmil.t.iOIl, prole;ctiPDS' al).dpl?riJ)il}g'~$~!Jmp'jonsdemon st rating Reorga n"izedfaifPb frlfs
ability to meet its obligations under this·RegulqtoryS·e.ttlemeht and jtsJe;'i~ib.iliw tOCJ.p~r.<,ItEJ (j$'a
goihgconcernoverthefong termih a manner cOrlsistentWithVermoril utility reguh:itjorl., The
DPS must exerdse its tlghtS"l.iflQerthis sectiori'wlthin60 l;iay~of the d-ate ofthe finalexecutibn

of-the Regulatory Settlement

This RegUl<1totvSettlement ha~beef1dulyexecuted.asofthis5thday of Febrvary20iO~

FAIRPOINT COMMUNICATIONS; INt. & Telephone
Operating Company ofVethlont [LC

ay,d!itf=.=
NalTle;.Peter G. Nixon.

title: Presi~dent

Vermont Department of Public Service
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.:£!:/ ;------
By:_!:.... _

Name: David O'Brien

Title: Commissioner
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Attachment 1

1. Network Trouble Report Rate

2. % Residence Troubles Not Cleared in 24 Hours
3. % Business Troubles Not CJeared in 24 Hours

4. % Calls Not Answered in 20 Seconds, Residence

5. % Calls Not Answered in 20 Seconds, Business
6. Repair Centers - Busy Rate

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

8. % Installation Appointments Not Met - Company Reasons

9. Installation Orders Held - Residence & Business - Miss Install Rate

10. Installation Orders Held - Residence & Business - Average Delay Days
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Exhibit G

Officer List

[Exhibit G to FairPoint Plan of Reorganization]
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Officer List

Alfred C. Giammarino

Brian M. Lippold

D. Brett Ellis

David L. Hauser

Gary C. Garvey

James K. Weigert

Jeffrey W. Allen

LisaR. Hood

Peter G. Nixon

Rose B. Cummings

Shirley J. Linn

Susan L. Sowell

Thomas E. Griffin

Vicky L. Weatherwax

[Exhibit G to FairPoint Plan of Reorganization]
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