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M. RETENTION OF JURISDICTION

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

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

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

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

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

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

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

(vii) consider any amendments to or modifications of the Plan or to cure any
defect or omission, or reconcile any inconsistency, in any order of the Bankruptcy Court,
including, without limitation, the Confirmation Order;

(viii) hear and determine disputes or issues arising in connection with the
interpretation, implementation or enforcement of the Plan, the Confirmation Order, any
transactions or payments contemplated hereby or thereby, any agreement, instrument, or other
document governing or relating to any of the foregoing or any settlement approved by the
Bankruptcy Court; provided, however, that any dispute arising under or in connection with the
New Term Loan and the New Revolver will be determined in accordance with the governing law
designated by the applicable documents;

(ix) hear and determine matters concerning state, local and federal taxes in
accordance with sections 346, 505 and 1[46 of the Bankruptcy Code (including, without
limitation, any request by FairPoint), prior to the Effective Date or request by Reorganized
FairPoint after the Effective Date for an expedited determination of tax issues under section
505(b) of the Bankruptcy Code;

(x) hear and determine all disputes involving the existence, scope and nature
of the discharges granted under the Plan, the Confirmation Order or the Bankruptcy Code;
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(xi) issue injunctions and effect any other actions that may be necessary or
appropriate to restrain interference by any Person with the consummation, implementation or
enforcement of the Plan, the Confirmation Order or any other order of the Bankruptcy Court;

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

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

(xiv) recover all assets of FairPoint and property of FairPoint's Estates,
wherever located;

(xv) enter a final decree cl()sing the Chapter 11 Cases; and

(xvi) hear any other matter not inconsistent with the Bankruptcy Code.

N. MISCELLANEOUS PROVISIONS

Section XVI of the Plan provides for certain additional provisions including, but not
limited to, effectuating documents and further transactions, withholding and reporting
requirements, corporate action, modification of the Plan, revocation or withdrawal of the Plan,
the Plan Supplement, payment of statutory fees, exemption from transfer taxes and expedited tax
determination.

VII.
CERTAIN FACTORS TO BE CONSIDERED

HOLDERS OF ALLOWED CLAIMS IN THE VOTING CLASSES SHOULD READ
AND CONSIDER CAREFULLY THE FACTORS SET FORTH BELOW, AS WELL AS THE
OTHER INFORMATION SET FORTH IN THIS DISCLOSURE STATEMENT (AND THE
DOCUMENTS DELIVERED TOGETHER HEREWITH AND/OR REFERRED TO HEREIN),
PRIOR TO VOTING TO ACCEPT OR REJECT THE PLAN. THESE RISK FACTORS
SHOULD NOT, HOWEVER, BE REGARDED AS CONSTITUTING THE ONL Y RISKS
INVOLVED IN CONNECTION WITH THE PLAN AND ITS IMPLEMENTATION.

A. GENERAL CONSIDERATIONS

The formulation of a reorganization plan is the principal purpose of a chapter 11 case.
The Plan sets forth the means for satisfying the various Claims against FairPoint.
Reorganization of FairPoint under the proposed Plan also avoids the potentially adverse impact
of a liquidation on employees of FairPoint and on many of its customers, suppliers and trade
vendors.
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B. CERTAIN BANKRUPTCY CONSIDERATIONS

1. Parties-in-Interest May Object to FairPoint's Classification of Claims

Section 1122 of the Bankruptcy Code provides that a plan may place a Claim in a
particular class only if such Claim is substantially similar to the other Claims in such class.
FairPoint believes that the classification of Claims under the P Ian complies with the
requirements set forth in the Bankruptcy Code because FairPoint created nine Classes of Claims,
each encompassing Claims that are substantially similar to the other Claims in each such class.
Nevertheless, there can be no assurance the Bankruptcy Court will reach the same conclusion.

2. Failure to Satisfy Vote Requirement

If votes are received in number and amount sufficient to enable the Bankruptcy Court to
confirm the Plan, FairPoint intends to seek, as promptly as practicable thereafter, confirmation of
the Plan. In the event that sufficient votes are not received, FairPoint may seek to accomplish an
alternative chapter 11 plan of reorganization. There can be no assurance that the terms of any
such alternative chapter 11 plan of reorganization would be similar or as favorable to the holders
of Allowed Claims as those proposed in the Plan.

3. Risk of Non-Confirmation of Plan; Feasibility

Even if all Impaired Classes of Claims accept or are deemed to have accepted the Plan,
or, with respect to a Class that rejects or is deemed to reject the Plan, the requirements for
"cramdown" are met, the Bankruptcy Court, which can exercise substantial discretion, may
determine that the PLan does not meet the requirements for confirmation under section 1129(a)
and (b) of the Bankruptcy Code. See Section Xc. ("Confirmation a/the Plan=Requirements-
for Confirmation of the Plan"). Section 1129(a) of the Bankruptcy Code requires, among other
things, a demonstration that the confirmation of the Plan will not be followed by liquidation or
need for further financial reorganization of FairPoint and that the value of distributions to
creditors who vote to reject the Plan not be less than the value of distributions such creditors
would receive if FairPoint were liquidated under chapter 7 of the Bankruptcy Code. See Section
XC.i ("Confirmation of the Plan=Requirements for Confirmation a/the Plan-
Requirements a/Section 1129(a) of Bankruptcy Code"), Although FairPoint believes that the
Plan will meet the requirements for confirmation, there can be no assurance that the Bankruptcy
COUliwill reach the same conclusion.

4. Non-Consensual Confirmation

If any Impaired Class of Claims rejects the Plan by the requisite statutory voting
thresholds provided in sections 1126(c) or l126(d) of the Bankruptcy Code, as applicable,
FairPoint may (i) seek confirmation of the Plan from the Bankruptcy COUl1by employing the
"cramdown" procedures set forth in section 1129(b) of the Bankruptcy Code and/or (ii) modify
the Plan in accordance with Section 16.4 thereof. In order to confirm the Plan under section
1I29(b), the Bankruptcy Court must determine that, in addition to satisfying all other
requirements for confirmation, the Plan "does not discriminate unfairly" and is "fair and
equitable" with respect to each impaired Class that has not accepted the Plan. See Section XCS
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("Confirmation of the Plan-Requirements for Confirmation of the Plan-Requirements of
Section 1129(b) of Bankruptcy Code").

If the Bankruptcy Court determines that the Plan violates section 1129 of the Bankruptcy
Code in any manner, including, but not limited to, the cramdown requirements under section
1129(b) of the Bankruptcy Code, FairPoint reserves the right to amend the Plan in such manner
so as to satisfy the requirements of section 1129 of the Bankruptcy Code. Such amendments
may include, but are not limited to, the alteration or elimination of Distributions to various
Classes.

5. FairPoint May Object to the Amount of a Claim

Except as otherwise provided in the Plan, FairPoint reserves the right to object to the
amount of any Claim under the Plan. The estimates set forth in this Disclosure Statement cannot
be relied on by any holder of a Claim where such Claim is subject to an objection. Any holder of
a Claim that is subject to an objection thus may not receive its expected share of the estimated
distributions described in this Disclosure Statement.

6. Risk of Not Receiving Regulatory Approvals

Reorganized FairPoint may require regulatory approvals from the FCC and from the state
regulatory authorities in certain of the states in which it operates relating to the Plan. FairPoint
has initiated discussions with the various regulatory authorities to obtain such regulatory
approvals concurrently with its efforts to obtain approval of the Plan, which regulatory approvals
could result in a postponement of the Effective Date. FairPoint will use reasonable efforts to
obtain necessary regulatory approvals as quickly as possible. However, FairPoint has no control
over the timeliness of its receipt of such regulatory approvals and can offer no assurance as to
such timing, or as to whether it will, in fact, receive regulatory approvals. To the extent
FairPoint does not obtain approval from the state regulatory authorities with respect to the
transactions contemplated in the Plan, it reserves the right to seek a ruling from the Bankruptcy
Court to the effect that the state regulations requiring such regulatory approvals are pre-empted
by the Bankruptcy Code. See Section V.F.l ("Overview of Chapter 11 Cases-Other Material
Information-PUC Negotiations'].

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

The distributions available to holders of Allowed Claims under the Plan can be affected
by a variety of contingencies, including, without limitation, whether the Bankruptcy Court orders
certain Allowed Claims to be subordinated to other Allowed Claims. The occurrence of any and
all such contingencies, which could affect distributions available to holders of Allowed Claims
under the Plan, will not affect the validity of the vote taken by the Impaired Classes to accept or
reject the Plan or require any S011 of revote by the Impaired Classes.

8. Risk of Liquidation

If the Plan is not confirmed and consummated, there can be no assurance that FairPoint's
Chapter 11 Cases will continue rather than be converted to a liquidation, or that any altemative
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plan of reorganization would be on terms as favorable to holders of Claims as the tenus of the
Plan. If a liquidation or protracted reorganization were to occur, the distributions to holders of
Allowed Claims under the Plan would be drastically reduced. FairPoint believes that, in a
liquidation under chapter 7, before holders of Allowed Claims received any distributions,
additional administrative expenses of a chapter 7 trustee and such trustee's attorneys,
accountants and other professionals would cause a substantial diminution in the value of its
Estate. In addition, certain additional Claims would arise by reason of the Iiquidation under
chapter 7 and from the rejection of unexpired leases and other executory contracts in connection
with the possible cessation of certain of FairPoint's operations.

FairPoint has prepared, with its advisors' assistance, the liquidation analysis as set forth
on Exhibit C hereto (the "Liquidation Analysis"), which is premised on a hypothetical
liquidation in a chapter 7 case. In the analysis, FairPoint has taken into account the nature, status
and underlying value of its assets, the ultimate realizable value of its assets, and the extent to
which such assets are subject to liens and security interests. Based on this analysis, it is likely
that a liquidation of the operations of FairPoint would produce less value for distribution to
creditors than that recoverable in each instance under the Pian.

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

1. Risks Associated with FairPoint's Business Operations

An additional discussion of the risks associated with FairPoint's business operations is set
forth in FairPoint Communications' Annual Report on Form 10-K for the fiscal year ended
December 31,2008, filed with the Securities and Exchange Commission on March 5,2009, as
supplemented by FairPoint Communications' Quarterly Reports on Form 10-Q for the quarterly
periods ended (i) March 31, 2009, filed with the Securities and Exchange Commission on May 5,
2009, as amended on May 8, 2009, (ii) June 30, 2009, filed with the Securities and Exchange
Commission on August 5,2009 and (iii) September 30, 2009, filed with the Securities and
Exchange Commission on November 20,2009. See Section VII ("Certain Factors to be
Considered']. Such risks include, without limitation:

• the potential adverse impact of the Chapter 11 Cases on FairPoint's business, including
its ability to maintain contracts, trade credit and other customer and vendor relationships;

• the restrictions imposed by agreements goveming FairPoint's indebtedness;

• FairPoint's dependence on the delivery of voice and data services over access lines for its
revenues;

• Fairl'oint's continued loss of voice access lines;

• the competitiveness of the communications industry;

• the geographic concentration of FairPoint's business in Maine, New Hampshire and
Vermont;
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• FairPoint's dependence on third party providers for critical services;

• systems functionality issues that FairPoint has faced since the Cutover;

• the effects of regulation on FairPoint's business by the FCC and state regulatory
authorities, including the effects of regulation imposed by federal and state regulators as a
result of the Merger;

• the effect of rapid and significant changes in technology on FairPoint's business; and

• FairPoint's dependence on key members of its senior management team.

2. Lack of Trading Market for Reorganized Fair Point Communications

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

3. Dividend Policies for Reorganized Fair Point Communications

Reorganized FairPoint Communications does not anticipate paying any dividends on the
New Common Stock in the foreseeable future. In addition, covenants in the New Revolver and
the New Term Loan will restrict the ability of Reorganized FairPoint Communications to pay
dividends. Certain institutional investors mayonly invest in dividend-paying equity securities or
may operate under other restrictions which may prohibit or limit their ability to invest in the New
Common Stock.

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

The Projections forecast Reorganized FairPoint's operations through the period ending
December 31, 2013. The Projections are based on numerous assumptions that are an integral
part of the Projections, including confirmation and consummation of the Plan in accordance with
its terms, the anticipated future performance of Reorganized FairPoint, industry performance,
general business and economic conditions, competition, adequate financing and other matters,
many of which will be beyond the control of FairPoint, and some or all of which may not
materialize. In addition, unanticipated events and circumstances OCCUlTingsubsequent to the
date that this Disclosure Statement is approved by the Bankruptcy COUlimay affect the actual
financial results of Reorganized FairPoint's operations. These variations may be material and
may adversely affect the value of the New Common Stock and the ability of Reorganized
Fairl'oint to pay the obligations owing to certain holders of Claims entitled to Distributions under
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the Plan. Because the actual results achieved throughout the periods covered by the Projections
may vary from the projected results, the Projections should not be relied upon as a guarantee,
representation or other assurance of the actual results that will occur.

E. DISCLOSURE STATEMENT DISCLAIMER

l. Information Contained Herein is for Soliciting Votes

The information contained in this Disclosure Statement is for the purposes of soliciting
acceptances of the Plan and may not be relied upon for any other purposes.

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

Although a copy ofthis Disclosure Statement was served on the Securities and Exchange
Commission, and the Securities and Exchange Commission was given an opportunity to object to
the adequacy of this Disclosure Statement before the Bankruptcy Court approved it, this
Disclosure Statement was not filed with the Securities and Exchange Commission. Neither the
Securities and Exchange Commission nor any state regulatory authority has passed upon the
accuracy or adequacy of this Disclosure Statement, or the exhibits or the statements contained
herein, and any representation to the contrary is unlawful.

3. Disclosure Statement May Contain Forward Looking Statements

This Disclosure Statement may contain "forward looking statements" within the meaning
of the Private Securities Litigation Reform Act of 1995, as amended. Such statements consist of
any statement other than a recitation of historical fact and can be identified by the use of forward
looking terminology such as "may," "expect," "anticipate," "estimate" or "continue" or the
negative thereof or other variations thereon or comparable terminology. The reader is cautioned
that all forward looking statements are necessarily speculative and there are certain risks and
uncertainties that could cause actual events or results to differ materially from those referred to
in such forward looking statements. The Liquidation Analysis attached hereto as Exhibit C,
distribution projections and other information contained herein and attached hereto are estimates
only, and the timing and amount of actual distributions to holders of Allowed Claims may be
affected by many factors that cannot be predicted. Therefore, any analyses, estimates or
recovery projections mayor may not turn out to be accurate.

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

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

91 0247



5. No Admissions Made

The information and statements contained in this Disclosure Statement will neither (a)
constitute an admission of any fact or liability by any entity (including, without limitation,
FairPoint) nor (b) be deemed evidence of the tax or other legal effects of the Plan on FairPoint,
holders of Allowed Claims or any other parties in interest.

6. Failure to Identify Litigation Claims or Projected Objections

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

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

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

8. Information Was Provided by FairPoint and Was Relied upon by FairPoint's
Advisors

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

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

FairPoint makes the statements contained in this Disclosure Statement as of the date
hereof, unless otherwise specified herein, and the delivery of this Disclosure Statement after that
date does not imply that there has not been a change in the information set forth herein since that
date. While FairPoint has used its reasonable business judgment to ensure the accuracy of all of
the information provided in this Disclosure Statement and in the Plan, FairPoint nonetheless
cannot, and does not, con finn the current accuracy of all statements appearing in this Disclosure
Statement. Further, although FairPoint may subsequently update the information in this
Disclosure Statement, FairPoint has no affirmative duty to do so unless ordered to do so by the
Bankruptcy Court.

10. No Representations Outside the Disclosure Statement are Authorized

No representations concerning or relating to FairPoint, the Chapter 11 Cases or the Plan
are authorized by the Bankruptcy Court or the Bankruptcy Code, other than as set forth in this
Disclosure Statement. In deciding whether to vote to accept or reject the Plan, you should not
rely upon any representations or inducements made to secure your acceptance or rejection of the
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Plan that are other than as contained in, or included with, this Disclosure Statement. You should
promptly report. unauthorized representations or inducements to the counsel to FairPoint, the
counsel to the Creditors' Committee and/or the United States Trustee for the Southern District of
New York.

F. CERTAIN TAX CONSIDERATIONS

A summary of certain U.S. federal income tax considerations relevant to the Plan is
provided below in Section XII ("Certain Federal Income Tax Considerations').

VIII.
RESALE OF SECURITIES RECEIVED UNDER THE PLAN

. Under section 1145(a) of the Bankruptcy Code, the issuance of securities to be distributed
under the Plan and the subsequent resale of snch securities by entities which are not
"underwriters" (as defined in section 1145(b) of the Bankruptcy Code) are not subject to the
registration requirements of section 5 of the Securities Act. Thus, the securities issued under the
Plan may be freely transferred by most recipients following Distribution under the Plan, and all
resales and subsequent transactions in such securities are exempt from registration under federal
and state securities laws, unless the holder is an "underwriter" with respect to such securities.

Section I 145(b) of the Bankruptcy Code provides, in pertinent part

(1) Except as provided in paragraph (2) of this subsection and except with
respect to ordinary trading transactions of an entity that is not an issuer, an entity is an
underwriter under section 2(11) of the Securities Act, if such entity~"

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

(B)
holders of such securities;

offers to sell securities offered or sold under the plan for the

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

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

(ii) under an agreement made in connection with the plan, with
the consummation of the plan, or with the offer or sale of securities under the plan; or

(D) is an issuer, as used in such section 2( 11), with respect to such
securi ties.

(2) An entity is not an underwriter under Section 2( 11) of the Securities Act
or under paragraph (I) of this subsection with respect to an agreement that provides only for-
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(A) (i) the matching or combining of fractional interests in
securities offered or sold under the plan into whole interests, or;

(ii) (the purchase or sale of such fractional interests from or to
entities receiving such fractional interests under the plan; or

(B) the purchase or sale for such entities of such fractional or whole
interests as are necessary to adjust for any remaining fractional interests after such matching.

(3) An entity other than an entity of the kind specified in paragraph (l ) of this
subsection is not an underwriter under section 2( 11) of the Securities Act with respect to any
securities offered or sold to such entity in the manner specified in subsection (a)(l) of this
section.

To the extent that persons deemed to be "underwriters" receive securities pursuant to the
Plan, resales by such entities would not be exempted by section 1145 ofthe Bankruptcy Code
from registration under the Securities Act or other applicable law. However, entities deemed to
be "underwriters" may be able to sell such securities without registration subject to the
provisions of Rule 144 promulgated under the Securities Act, which permits the public sale of
securities received pursuant to the Plan by persons who would be deemed to be "underwriters"
pursuant to section 1145 of the Bankruptcy Code, subject to the availability to the public of
current information regarding the issuer and to volume limitations and certain other conditions.

On the Effective Date, Reorganized FairPoint Communications will enter into the
Registration Rights Agreement with each holder of greater than 10%, on a fully diluted basis, of
the New Common Stock. Each Holder of Registrable Securities will be entitled to request an
aggregate of two demand registrations; provided, that no such rights will be demanded prior to
the expiration of the date which is one hundred eighty (180) days following the Effective Date.
Moreover, if any Holder of Registration Securities becomes the holder of less than 7.5% of the
New Common Stock, such holder's rights under the Registration Rights Agreement will
terminate. A form of the Registration Rights Agreement, including a form of shelf registration
agreement if necessary, will be included in the Plan Supplement.

Whether or not any particular entity would be deemed to be an "underwriter" with respect
to any security issued under the Plan would depend upon various facts and circumstances
applicable to that entity. BECAUSE OF THE COMPLEX, SUBJECTIVE NATURE OF THE
QUESTION OF WHETHER A PARTICULAR HOLDER MAY BE AN UNDERWRITER,
FAIRPOINT MAKES NO REPRESENTATIONS CONCERNING THE ABILITY OF ANY
ENTITY TO DISPOSE OF THE SECURITIES TO BE DISTRIBUTED UNDER THE PLAN.
FAIRPOINT RECOMMENDS THAT RECIPIENTS OF SECURITIES UNDER THE PLAN
CONSULT WITH THEIR OWN LEGAL COUNSEL CONCERNING THE LIMITATIONS
ON THEIR ABILITY TO DISPOSE OF SUCH SECURITIES.

IX.
VOTING REQUIREMENTS

On [ ],2010, the Bankruptcy Court entered the Disclosure Statement Approval
Order that, among other things, approved this Disclosure Statement, set voting procedures and

94 0250



scheduled the Confirmation Hearing. A copy of the Disclosure Statement Approval Order and
the Notice of the Confirmation Hearing are enclosed with this Disclosure Statement as part of the
Solicitation Package. The Disclosure Statement Approval Order sets forth in detail, among other
things, procedures governing voting deadlines and objection deadlines. The Disclosure
Statement Approval Order, the Notice of the Confirmation Hearing and the instructions attached
to the Ballot should be read in connection with this section of this Disclosure Statement.

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

BMC Group, Inc.
444 North Nash Street
El Segundo, CA 90245
Telephone: 1-888-909-0100
Email: fairpoint@bmcgroup.com

If you wish to obtain an additional copy of the Plan, this Disclosure Statement or any
exhibits to such documents, at your own expense, unless otherwise specifically required by
Bankruptcy Rule 3017(d), please contact BMC Group, Inc. by regular mail at 444 North Nash
Street, El Segundo, CA 90245, by telephone at 1-888-909-0100 or by electronic mail at
fail-point@bmcgroup.com.

The Bankruptcy Court may confirm the Plan only if it determines that the Plan complies
with the technical requirements of chapter 11 ofthe Bankruptcy Code and that the disclosures of
FairPoint concerning the Plan have been adequate and have included information concerning all
Distributions made or promised by FairPoint in connection with the Plan and the Chapter 11
Cases. In addition, the Bankruptcy Court must determine that the Plan has been proposed in
good faith and not by any means forbidden by law.

In particular, in order to confirm the Plan, the Bankruptcy Code requires the Bankruptcy
COUli to find, among other things, that the Plan: (i) has been accepted by the requisite votes of all
Impaired Classes unless approval will be sought under section 1129(b) of the Bankruptcy Code
in respect of one or more dissenting Classes, which may be the case under the Plan; (ii) is
"feasible," which means that there is a reasonable probability that confirmation of the Plan will
not be followed by liquidation or the need for further financial reorganization; and (iii) is in the
"best interests" of all holders of Claims or Equity Interests, which means that such holders will
receive at least as much under the Plan as they would receive in a liquidation under chapter 7 of
the Bankruptcy Code. FairPoint believes that the Plan satisfies all of these conditions.

A. VOTING DEADLINE

This Disclosure Statement and the appropriate Ballot(s) are being distributed to all
ho lders of Claims who are entitled to vote on the Plan. There is a separate Ballot designated for
each impaired voting Class in order to facilitate vote tabulation; however, all Ballots are
substantially similar in form and substance (except that, as noted below, the Ballots sent to
holders of Unsecured Claims will permit them to elect certain treatment of their Claims), and the
term "Ballot" is used without intended reference to the Ballot of any specific Class of Claims.
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IN ACCORDANCE WITH THE DISCLOSURE STATEMENT APPROVAL ORDER,
IN ORDER TO BE CONSIDERED FOR PURPOSES OF ACCEPTING OR REJECTING THE
PLAN, ALL BALLOTS MUST BE RECEIVED BY THE VOTING AGENT NO LATER
THAN [~:~] LJM. (NEW YORK TIME) ON [ ],2010, THE VOTING DEADLINE.
ONLY THOSE BALLOTS ACTUALLY RECEIVED BY THE VOTING DEADLINE WILL
BE COUNTED AS EITHER ACCEPTING OR REJECTING THE PLAN.

B. HOLDERS OF CLAIMS ENTITLED TO VOTE

Under section 1124 of the Bankruptcy Code, a class of claims or interests is deemed to be
"impaired" under a plan unless (1) the plan leaves unaltered the legal, equitable and contractual
rights to which such claim or interest entitles the holder thereof or (2) notwithstanding any legal
right to an accelerated payment of such claim or interest, the plan (a) cures all existing defaults
(other than defaults resulting from the occurrence of events of bankruptcy), (b) reinstates the
maturity of such claim or interest as it existed before the default, (c) compensates the holder of
such claim or interest for any damages resulting from such holder's reasonable reliance on such
legal right to an accelerated payment and (d) does not otherwise alter the legal, equitable or
contractual rights to which such claim or interest entitles the holder of such claim or interest.

In general, a holder of a Claim or Equity Interest may vote to accept or reject a pLan if (1)
the claim or interest is "allowed," which means generally that it is not disputed, contingent or
unliquidated and (2) the claim or interest is impaired by a pLan. If the holder of an Impaired
Claim or Equity Interest will not receive any distribution under the Plan in respect of such claim
or interest, the Bankruptcy Code deems such holder to have rejected the Plan and provides that
the holder of such Claim or Equity Interest is not entitled to vote. If the Claim or Equity Interest
is not Impaired, the Bankruptcy Code conclusively presumes that the holder of such Claim or
Equity Interest has accepted the Plan and provides that the holder is not entitled to vote.

The holder of a Claim against FairPoint that is "impaired" under the Plan is entitled to
vote to accept or reject the Plan if (1) the Plan provides a distribution in respect of such Claim
and (2) (a) the Claim has been scheduled by FairPoint (and such Claim is not scheduled as
disputed, contingent or unliquidated) or (b) the holder had timely filed a proof of Claim pursuant
to sections 502(a) and 1126(a) of the Bankruptcy Code and Bankruptcy Rules 3003 and 3018.
Any Claim against FairPoint objected to by FairPoint on or prior to [ ],20 I0, will not
be counted for any purpose in determining whether the requirements of section 1126( c) of the
Bankruptcy Code have been met, unless, and to the extent that, a claimant, whose Claim has
been objected to, files, on or before [ ], 2010, a motion for temporary allowance for
voting purposes under Bankruptcy Rule 3018, and the Bankruptcy Court grants such motion for
temporary allowance.

Pursuant to the Bar Date Order, holders of Equity Interests (which interests are based
exclusively on the ownership of common or preferred stock in FairPoint, or warrants, options, or
rights to purchase, sell, or subscribe to a security interest in FairPoint) were excused from filing
proofs of interest on or before the Bar Date; provided, however, that holders of Equity Interests
who wished to assert a Claim against FairPoint that arises out of or relates to the ownership or
purchase of an Equity Interest, including Claims arising out of or relating to the sale, issuance or

96 0252



distribution of the Equity Interest, were required to file a proof of Claim on or before the Bar
Date, unless another exception set forth in the Bar Date Order applied.

A vote on the Plan may be disregarded if the Bankruptcy Court determines, pursuant to
section 1126(e) of the Bankruptcy Code, that it was not solicited or procured in good faith or in
accordance with the provisions of the Bankruptcy Code. The Disclosure Statement Approval
Order also sets forth assumptions and procedures for tabulating Ballots that are not completed
fully or correctly.

Each of Classes 4 and 7 is Impaired under the Plan and the holders of Allowed Claims in
such Classes are entitled to vote on the Plan. In accordance with section 1126(g) of the
Bankruptcy Code, each of Classes 9 and 11 is conclusively deemed to have rejected the Plan and
are not entitled to vote. Each of Classes 1,2, 3, 5, 6, 8 and lOis Unimpaired under the Plan and
holders of Claims in each such Class are conclusively presumed to have accepted the Plan
pursuant to section I I26(f) of the Bankruptcy Code.

C. VOTE REQUIRED FOR ACCEPTANCE OF CLASS

As a condition to confirmation, the Bankruptcy Code requires that each Class of Impaired
Claims and Equity Interests vote to accept the Plan, except under certain circumstances. See
Section IXB ("Voting Requirements-Holders of Claims Entitled to Vote'} Section 1126(c)
of the Bankruptcy Code defines acceptance of a plan by a class of impaired claims as acceptance
by holders of at least two-thirds in dollar amount and more than one-half in number of claims in
that class, but, for that purpose, counts only those who actually vote to accept or reject the plan.
Thus, a class of claims will have voted to accept the plan only if two-thirds in dollar amount and
a majority in number actually voting cast their Ballots in favor of acceptance. Holders of Claims
who fail to vote are not counted as either accepting or rejecting a plan.

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

O. VOTING PROCEDURES

1. Ballots

All votes to accept or reject the Plan with respect to any Class of Claims must be cast by
properly submitting the duly completed and executed form of Ballot designated for such Class.
Holders of Impaired Claims voting on the Plan should complete and sign the Ballot in
accordance with the instructions thereon, being sure to check the appropriate box entitled
"Accept the Plan" or "Reject the Plan."

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

ANY BALLOT RECEIVED THAT IS NOT SIGNED OR THAT CONTAINS
INSUFFICIENT INFORMATION TO PERMIT THE lDENTIFICA TION OF THE
CLAIMANT SHALL BE AN INVALID BALLOT AND SHALL NOT BE COUNTED FOR
PURPOSES OF DETERMINING ACCEPTANCE OR REJECTION OF THE PLAN.

Ballots must be delivered to the Voting Agent, at:

If by regular mail:
BMC Group, Inc.
Attn: FairPoint Communications, Inc. Ballot Processing
PO Box 3020
Chanhassen, MN 55317-3020

Ifby messenger or overnight delivery:
BMC Group, Inc.
Attn: FairPoint Communications, Inc. Ballot Processing
18750 Lake Drive East
Chanhassen, MN 55317

its address set forth above, and received by the Voting Deadline. THE METHOD OF
SUCH DELIVERY IS AT THE ELECTION AND RISK OF THE HOLDER. If such
delivery is by mail, it is recommended that holders use an air courier with a guaranteed next day
delivery or registered mail, properly insured, with return receipt requested. In all cases,
sufficient time should be allowed to assure timely delivery.

In accordance with Rule 30 18(c) of the Bankruptcy Rules, the Ballots are based on
Official Form No. 14, but have been modified to meet the particular needs of these cases.
PLEASE CAREFULLY FOLLOW THE DIRECTIONS CONTAINED ON EACH ENCLOSED
BALLOT.

In most cases, each Ballot enclosed with this Disclosure Statement has been encoded with
the amount ofthe Allowed Claim for voting purposes (if the Claim is a Disputed Claim, this
amount may not be the amount ultimately Allowed for purposes of Distribution), and the Class to
which the Claim has been attributed.

2. Withdrawal or Change of Votes on Plan

A Ballot may be withdrawn by delivering a written notice of withdrawal to the Voting
Agent, so that the Voting Agent receives such notice prior to the Voting Deadline. Thereafter,
withdrawal may be effected only with the approval of the Bankruptcy Court.

In order to be valid, a notice of withdrawal must (i) specify the name of the holder who
submitted the votes on the Plan to be withdrawn, (ii) contain the description of the Claims to
which it relates and (iii) be signed by the holder in the same manner as on the Ballot. FairPoint
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expressly reserves the absolute right to contest the validity of any such withdrawals of votes on
the Plan.

Any holder who has submitted to the Voting Agent prior to the Voting Deadline a
properly completed Ballot may change such vote by submitting to the Voting Agent prior to the
Voting Deadline a subsequent properly completed Ballot for acceptance or rejection of the Plan.
In the case where more than one timely, properly completed Ballot is received with respect to the
same Claim, the Ballot that bears the latest date will be counted for purposes of determining
whether sufficient acceptances required to confirm the Plan have been received.

3. Voting Multiple Claims

Separate forms of Ballots are provided for voting the various Classes of Claims. Ballot
forms may be copied if necessary. Any person who holds Claims in more than one Class is
required to vote separately with respect to each Claim. Any person holding multiple Claims
within a Class should use a single Ballot to vote such Claims. Please sign and return in
accordance with the instructions in this Section D, your Ballot(s). Only Ballots with original
signatures will be accepted (Ballots with copied signatures will not be accepted).

X.
CONFIRMATION OF THE PLAN

A. CONFIRMATION HEARING

The Bankruptcy Code requires the Bankruptcy Court, after notice, to hold a confirmation
hearing with respect to the Plan. At the Confirmation Hearing, the Bankruptcy Court will
confirm the Plan only if all of the requirements of section 1129 of the Bankruptcy Code
described below are met.

The Confirmation Hearing has been scheduled to commence on [ ], 20 10 at
[_:_] [_].m. (New York time) before the Honorable Burton R. Lifland, United States
Bankruptcy Judge, in Room 623 of the United States Bankruptcy Court for the Southern District
of New York, One Bowling Green, New York, New York 10004. The Confirmation Hearing
may be adjourned from time to time by the Bankruptcy Court without further notice, except for
an announcement of the adjourned date made at the Confirmation Hearing.

B. DEADLINE TO OBJECT TO CONFIRMATION

Any objection to the confirmation of the Plan must be made in writing, specify in detail
(i) the name and address of the objector, (ii) all grounds for the objection and (iii) the amount of
the Claim or number and class of shares of stock of FairPoint held by the objector. Any such
objection must be filed with the Bankruptcy Court, with a copy to Judge Lifland' s chambers, and
served so that it is received by the Bankruptcy Court, chambers, and the following parties on or
before [ ],2010 at [_:~ [~.m. (New York time): Paul, Hastings, Janofsky & Walker
LLP, attorneys for FairPoint, 75 East 55th Street, New York, NY 10022, Attn: Luc A. Despins,
Esq. and James T. Grogan, Esq.; (b) FairPoint, c/o FairPoint Communications, Inc., 521 East
Morehead Street, Suite 500, Charlotte, NC 28202, Attn: Susan L. Sowell, Esq., Vice President
and Assistant General Counsel; (c) Andrews Kurth LLP, 450 Lexington Avenue, New York, NY
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10017, Attn: Jonathan Levine and Paul N. Si lverstein, attorneys to the official committee of
unsecured creditors; (d) the United States Attorney for the Southern District of New York, 86
Chambers Street, New York, NY 10007, Attn: Preet Bharara, Esq.; (e) the Internal Revenue
Service, 290 Broadway, New York, NY 10007, Attn: District and Regional Directors; (f) the
Securities and Exchange Commission, 233 Broadway, New York, NY 10279 (g) the Federal
Communications Commission, 445 12th Street, SW, Washington, DC 20554; (h) Cohen, Weiss
and Simon LLP, 330 West 42nd Street, 25th Floor, New York, NY. 10036-6976, Attn: David R.
Hock; and (i) Kaye Scholer LLP, 425 Park A venue, New York NY 10022, Attn: Margot B.
Schonholtz, Esq. and Nicholas Cremona, Esq., attorneys to Bank of America, N.A. as
administrative agent for FairPoint's prepetition secured lenders.

C. REQUIREMENTS FOR CONFIRMATION OF THE PLAN

Among the requirements for confirmation of the Plan are that the Plan (i) is accepted by
all Impaired Classes of Claims and Equity Interests or, ifrejected by an impaired Class, that the
Plan "does not discriminate unfairly" and is "fair and equitable" as to such class, (ii) is feasible
and (iii) is in the "best interests" of creditors and stockholders that are impaired under the Plan.

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

(a) General Requirements

At the Confirmation Hearing, the Bankruptcy Court will determine whether the following
confirmation requirements specified in section 1129 of the Bankruptcy Code have been satisfied:

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

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

(3)
proscribed by law.

The Planhas been proposed in good faith and not by any means

(4) Any payment made or promised by FairPoint or by a Person issuing
securities or acquiring property under the Plan for services or for costs and expenses in, or in
connection with, the Chapter II Cases, or in connection with the Plan and incident to the Chapter
11 Cases, has been disclosed to the Bankruptcy COUl1,and any such payment made before
confirmation of the Plan is reasonable, or if such payment is to be fixed after confirmation of the
Plan, such payment is subject to the approval of the Bankruptcy Court as reasonable.

(5) FairPoint has disclosed the identity and affiliations of any individual
proposed to serve, after confirmation of the Plan, as a director or officer of FairPoint, an affiliate
of FairPoint participating in a Plan with FairPoint or a successor to FairPoint under the Plan, and
the appointment to, or continuance in, such office of such individual is consistent with the
interests of creditors and equity holders and with public policy, and FairPoint has disclosed the
identity of any insider that will be employed or retained by FairPoint and the nature of any
compensation for such insider.
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(6) Any governmental regulatory commission with jurisdictions, after
confirmation of the Plan, over the rates of the debtor has approved any rate change provided for
in the Plan, or such rate change is expressly conditioned on such approval.

(7) With respect to each Class of Claims or Equity Interests, each holder of an
Impaired Claim or Impaired Equity Interest either has accepted the Plan or will receive or retain
under the Plan on account of such holder's Claim or Equity Interest, property of a value, as of the
Effective Date, that is not less than the amount such holder would receive or retain if FairPoint
was liquidated on the Effective Date under chapter 7 of the Bankruptcy Code. See Section
X.C.l.b ("Confirmation of the Plan-Requirements for Confirmation of the Plan-
Requirements of Section 1129(a) of Bankruptcy Code-Best Interests Test").

(8) Except to the extent the Plan meets the requirements of section 1129(b) of
the Bankruptcy Code (discussed below), each Class of Claims or Equity Interests has either
accepted the Plan or is not impaired under the Plan.

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

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

(11) Confirmation of the Plan is not likely to be followed by the liquidation or
the need for further financial reorganization of FairPoint or any successor to FairPoint under the
Plan, unless such liquidation or reorganization is proposed in the Plan. See Section X. C.3
("Confirmation of the Plan-Req uirements for Confirmation of the Plan=Peasibility").

(12) The Plan provides for the continuation after the Effective Date of payment
of all "retiree benefits" (as defined in section 1114 of the Bankruptcy Code), at the level
established pursuant to subsection 1114(e)(l)(B) or 1114(g) of the Bankruptcy Code at any time
prior to confirmation of the Plan, for the duration of the period FairPoint has obligated it to
provide such benefits, if any.

(b) Best Interests Test

As described above, the Bankruptcy Code requires that each holder of an Impaired Claim
or Equity Interest either (i) accepts the Plan or (ii) receives or retains under the Plan property of a
value, as of the Effective Date, that is not less than the value such holder would receive or retain
if FairPoint were liquidated under chapter 7 of the Bankruptcy Code on the Effective Date.

The first step in meeting this test is to determine the dollar amount that would be
generated from the liquidation of FairPoint's assets and properties in the context of a chapter 7
liquidation case. The gross amount of Cash available would be the sum of the proceeds from the
disposition of FairPoint's assets and the Cash held by FairPoint at the time of the commencement
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of the chapter 7 case. The next step is to reduce that total by the amount of any Claims secured
by such assets, the costs and expenses of the liquidation and such additional Administrative
Expense Claims and Other Priority Claims that may result from the termination of FairPoint's
business and the use of chapter 7 for the purposes of liquidation. Any remaining net cash would
be allocated to creditors and shareholders in strict priority in accordance with section 726 of the
Bankruptcy Code (see discussion below). Finally, taking into account the time necessary to
accomplish the liquidation, the present value of such allocations may be compared to the value of
the property that is proposed to be distributed under the Plan on the Effective Date.

FairPoint's costs of liquidation under chapter 7 would include the fees payable to a
chapter 7 trustee in bankruptcy, as well as those that might be payable to attorneys and other
professionals that such a trustee may engage, plus any unpaid expenses incurred by FairPoint
during the Chapter 11 Cases and allowed in the chapter 7 case, such as compensation for
attorneys, financial advisors, appraisers, accountants and other professionals, and costs and
expenses of members of any statutory committee of unsecured creditors appointed by the United
States Trustee pursuant to section 1102 of the Bankruptcy Code and any other committee so
appointed. Moreover, in a chapter 7 liquidation, additional claims would arise by reason of the
breach or rejection of obligations incurred, and executory contracts or leases entered into, by
FairPoint both prior to, and during the pendency of, the Chapter 11 Cases.

The foregoing types of Claims, costs, expenses, fees and such other Claims that may arise
in a liquidation case would be paid in full from the liquidation proceeds before the balance of
those proceeds would be made available to pay pre-chapter 1i priority and unsecured claims.
Under the absolute priority rule, no junior creditor would receive any distribution until all senior
creditors are paid in full, with interest, and no equity holder receives any distribution until all
creditors are paid in full, with interest. FairPoint believes that in a chapter 7 case, holders of
Claims and Equity Interests in Classes 9 and 11 would receive no distributions of property.
Accordingly, the Plan satisfies the rule of absolute priority.

After consideration of the effects that a chapter 7 liquidation would have on the ultimate
proceeds available for distribution to creditors in a chapter 11 case, including (i) the increased
costs and expenses of a liquidation under chapter 7 arising from fees payable to a trustee in
bankruptcy and professional advisors to such trustee, (ii) the erosion in value of assets in a
chapter 7 case in the context of the expeditious liquidation required under chapter 7 and the
"forced sale" atmosphere that would prevail and (iii) substantial increases in claims which would
be satisfied on a priority basis, FairPoint has determined that confirmation of the Plan will
provide each creditor and equity holder with a recovery that is not less than it would receive
pursuant to a liquidation of FairPoint under chapter 7 of the Bankruptcy Code.

Moreover, FairPoint believes that the value of any distributions from the liquidation
proceeds to each Class of Allowed Claims in a chapter 7 case would be the same or less than the
value of distributions under the Plan because such distributions in a chapter 7 case may not occur
for a substantial period of time. In this regard, it is possible that distribution of the proceeds of
the liquidation could be delayed for a year or more after the completion of such liquidation in
order to resolve the Claims and prepare for distributions. In the event litigation were necessary
to resolve Claims asserted in the chapter 7 case, the delay could be further prolonged and
Administrative Expense Claims further increased.
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The Liquidation Analysis (as defined herein) attached as Exhibit C to this Disclosure
Statement is an estimate of the proceeds that may be generated as a result of a hypothetical
chapter 7 liquidation of the assets of FairPoint. The analysis is based upon a number of
significant assumptions which are described. The Liquidation Analysis does not purport to be a
valuation of FairPoint's assets and is not necessarily indicative of the values that may be realized
in an actual liquidation.

(c) Liquidation Analysis

The Liquidation Analysis and assumptions are set forth in Exhibit C to this Disclosure
Statement.

2. Acceptance by Impaired Classes

Each of Classes 4 and 7 is impaired under the Plan and the holders of Allowed Claims in
such Classes are entitled to vote on the PLan. In accordance with section 1126(g) of the
Bankruptcy Code, each of Classes 9 and 11 is conclusively deemed to have rejected the Plan;
and FairPoint intends to seek nonconsensual confirmation of the Plan under section 1129(b) of
the Bankruptcy Code with respect to these Classes. See Section X.CS ("Confirmation of the
Plan-Requirements for Confirmation of the Plan-Requirements of Section 1129(b) of
Bankruptcy Code"). In addition, FairPoint reserves the right to seek nonconsensual
confirmation of the Plan (without further notice) with respect to any Class of Claims that is
entitled to vote to accept or reject the Plan if such Class rejects the Plan.

3. Feasibility

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

To support its belief in the Plan's feasibility, FairPoint, with the assistance of Rothschild,
have prepared the Projections for Reorganized FairPoint for fiscal years 2010 through 2013, as
set f011hin Exhibit B attached to this Disclosure Statement.

THE PROJECTIONS WERE NOT PREPARED WITH A VIEW TOWARD
COMPLIANCE WITH THE GUIDELINES ESTABLISHED BY THE AMERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OR THE RULES AND
REGULATIONS OF THE SECURITIES AND EXCHANGE COMMISSION.
FURTHERMORE, THE PROJECTIONS HAVE NOT BEEN AUDITED BY ROTHSCHILD.
WHILE PRESENTED WITH NUMERICAL SPECIFICITY, THE PROJECTIONS ARE
BASED UPON A VARIETY OF ASSUMPTIONS, SOME OF WI-llCH HAVE NOT BEEN
ACHIEVED TO DATE AND WHICH MAY NOT BE REALIZED IN THE fUTURE, AND
ARE SUBJECT TO SIGNIFICANT BUSINESS, ECONOMIC AND COMPETITIVE
UNCERTAINTIES AND CONTINGENCIES. CONSEQUENTLY, THE PROJECTIONS
SHOULD NOT BE REGARDED AS A REPRESENT AnON OR WARRANTY BY
FAIRPOlNT, OR ANY OTHER PERSON, THAT THE PROJECTIONS WILL BE
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REALIZED. ACTUAL RESULTS MAY VARY MATERIALLY FROM THOSE
PRESENTED IN THE PROJECTIONS.

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

The Bankruptcy Court may confirm the Plan over the rejection or deemed rejection of the
Plan by a class of claims or equity interests if the Plan "does not discriminate unfairly" and is
"fair and equitable" with respect to such class.

• No Unfair Discrimination. This test applies to classes of claims or equity interests
that are of equal priority and are receiving different treatment under a plan of
reorganization. The test does not require that the treatment be the same or
equivalent, but that such treatment be "fair."

• Fair and Equitable Test. This test applies to classes of different priority (e.g.,
unsecured versus secured) and includes the general requirement that no class of
claims receive more than 100% of the allowed amount of the claims in such class.
As to the dissenting class, the test sets different standards, depending on the type
of claims or interests in such class:

• Secured CLaims. Each holder of an impaired secured claim either (i) retains its
Liens on the property (or if soLd, on the proceeds thereof) to the extent of the
allowed amount of its secured claim and receives deferred cash payments having
a value, as of the effective date of the plan, of at least the allowed amount of such
claim or (ii) receives the "indubitable equivalent" of its allowed secured claim.

• Unsecured Claims. Either (i) each holder of an impaired unsecured claim
receives or retains under the plan property of a value equal to the amount of its
allowed unsecured claim or (ii) the holders of claims and interests that are junior
to the claims of the dissenting class will not receive or retain any property under
the plan of reorganization.

• Equity Interests. Either (i) each equity interest holder will receive or retain under
the plan of reorganization property of a value equal to the greater of (a) the fixed
liquidation preference or redemption price, if any, of such stock and (b) the value
of the stock or (ii) the holders of interests that are junior to the equity interests of
the dissenting class will not receive or retain any property under the plan of
reorganization.

FairPoint believes the Plan will satisfy both the "no unfair discrimination" requirement
and the "fair and equitable" requirement, notwithstanding that each of Classes 9 and 11 are
deemed to reject the Plan, because as to such Classes, there is no class of equal priority receiving
more favorable treatment and no class that is junior to such a dissenting class will receive or
retain any property on account of the claims or equity interests in such class.
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Xl.
ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF THE PLAN

A. LIQUIDATION UNDER CHAPTER 7

If no plan can be confirmed, the Chapter II Cases may be converted to cases under
chapter 7 of the Bankruptcy Code, pursuant to which a trustee would be appointed to liquidate
the assets of FairPoint for distribution in accordance with the priorities established by the
Bankruptcy Code. A discussion of the effects that a chapter 7 liquidation would have on the
recovery of holders of claims and equity interests and Liquidation Analysis are set forth in
Exhibit C. FairPoint believes that liquidation under chapter 7 would result in smaller
distributions being made to creditors than those provided for in the Plan because of the (i)
increased cost and expenses of liquidation under chapter 7 arising from fees payable to the
chapter 7 trustee and the attorneys and other professional advisors to such trustee, (ii) additional
expenses and claims, some of which would be entitled to priority, which would be generated
during the liquidation, and from the rejection of unexpired leases and executory contracts in
connection with the cessation of the operations of FairPoint, (iii) the erosion of the value of
FairPoint's assets in the context of an expedited liquidation required under chapter 7 and the
"fire sale" atmosphere that would prevail, (iv) the adverse effects on the salability of portions of
the business that could result from the possible departure of key employees and the loss of
customers and vendors, (v) the cost and expense attributable to the time value of money resulting
from what is likely to be a more protracted proceeding and (vi) the application of the rule of
absolute priority to distributions in a chapter 7 liquidation.

FairPoint believes that in a chapter 7 case, holders of Claims and Equity Interests in
Classes 9 and II would receive no distributions of property. Accordingly, the Plan satisfies the
TIlleof absolute priority.

B. ALTERNATIVE PLAN OF REORGANIZATION OR LIQUIDATION

If the Plan is not confirmed, FairPoint (or if FairPoint's exclusive period in which to file
a plan of reorganization has expired, any other party in interest) could attempt to formulate a
different chapter II plan of reorganization. Such a plan of reorganization might involve either a
reorganization and continuation of FairPoint's business or an orderly liquidation of its assets
under chapter II. With respect to an alternative plan, FairPoint has explored various alternatives
in connection with the formulation and development of the Plan. FairPoint believes that the
Plan, as described herein, enables creditors and equity holders to realize the most value under the
circumstances. In a liquidation under chapter 11, FairPoint's assets would be sold in an orderly
fashion over a more extended period of time than in a liquidation under chapter 7, possibly
resulting in somewhat greater (but indeterminate) recoveries than would be obtained in chapter 7.
Further, if a trustee were not appointed, because such appointment is not required in a chapter II
case, the expenses for professional fees would most likely be lower than those incurred in a
chapter 7 case. Although preferable to a chapter 7 liquidation, FairPoint believes that any
alternative liquidation under chapter 11 is a much less attractive alternative to creditors and
equity holders than the Plan because of the greater return provided by the Plan.
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XII.
CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

A. INTRODUCTION

The following discussion is a summary of certain U.S. federal income tax consequences
of the consummation of the Plan to FairPoint and to certain U.S. Holders and Non-U .S. Holders
(each as defined herein) of Claims, specifically only the Class 4 and Class 7 Claims. The
following summary does not address the U.S. federal income tax consequences to holders of
Claims who are unimpaired or otherwise entitled to payment in full in Cash under the Plan. This
summary is based on the Intemal Revenue Code of 1986, as amended (the "IRC"), the U.S.
Treasury Regulations promulgated thereunder, judicial authorities, published administrative
positions of the U.S. lntemal Revenue Service (the "IRS") and other applicable authorities, all as
in effect on the date of this Disclosure Statement and all of which are subject to change or
differing interpretations, possibly with retroactive effect. Due to the lack of definitive judicial
and administrative authority in a number of areas, substantial uncertainty may exist with respect
to some of the tax consequences described below. No opinion of counsel has been obtained and
FairPoint does not intend to seek a ruling from the IRS as to any ofthe tax consequences of the
Plan discussed below. The discussion below is not binding upon the IRS or the courts. No
assurance can be given that the IRS would not assert, or that a COUlt would not sustain, a
different position than any position discussed herein.

For purposes of this discussion, the term "U.S. Holder" means a holder ofa Claim, the
New Term Loan, New Common Stock or New Warrants that is, for U.S. federal income tax
purposes, (i) an individual citizen or resident of the United States, (ii) a corporation, or entity
treated as a corporation, organized in or under the laws ofthe United States or any state thereof
or the District of Columbia, (iii) a trust if (a) a court within the United States is able to exercise
primary supervision over the administration ofthe trust and one or more U.S. persons have the
authority to control all substantial decisions of the trust or (b) such trust has made a valid
election to be treated as a U.S. person for U.S. federal income tax purposes or (iv) an estate, the
income of which is includible in gross income for U.S. federal income tax purposes regardless of
its source.

For purposes of this discussion, a "Non-U.S. Holder" means a holder of a Claim, the New
Term Loan, New Common Stock or New Warrants that is, for U.S. federal income tax purposes,
(i) a nonresident alien individual, (ii) a non-U.S. corporation or (iii) a non-U.S. estate or non-
U.S. trust. This summary does not address all aspects of U.S. federal income taxes that may be
relevant to Non- U.S. Holders in light of their personal circumstances, and does not deal with
federal taxes other than the federal income tax or with non-U .S., state, local or other tax
considerations. Special niles, not discussed here, may apply to certain Non-U.S. Holders,
including U.S. expatriates, controlled foreign corporations, passive foreign investment
companies and corporations that accumulate earnings to avoid U.S. federal income tax. Such
Non-U.S. Holders should consult their own tax advisors to determine the U.S. federal, state, local
and other tax consequences that may be relevant to them. In the case of a holder that is classified
as a partnership for U.S. federal income tax purposes, the tax treatment of a partner general! y
will depend upon the status of the partner and the activities of the partnership. If you are a
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partner of a partnership that is a holder of a Claim, the New Term Loan, New Common Stock or
New Wan-ants, then you should consult your own tax advisors.

This discussion does not purport to address all aspects of u.S. federal income taxation
that may be relevant to FairPoint or to certain holders in light of their individual circumstances.
This discussion does not address tax issues with respect to such holders subject to special
treatment under the U.S. federal income tax laws (including, for example, banks, governmental
authorities or agencies, pass-through entities, dealers and traders in securities, insurance
companies, financial institutions, tax-exempt organizations, small business investment
companies and regulated investment companies and those holding, or who will hold, Claims, the
New Term Loan, New Common Stock or New Warrants, as part of a hedge, straddle, conversion
or constructive sale transaction). No aspect of state, local, estate, gift or non-U.S. taxation is
addressed. The following discussion assumes that each holder of a Claim or the New Common
Stock, New Term Loan and New Warrants, as applicable, holds such instrument as a "capital
asset" within the meaning of Section 1221 of the IRe.

ACCORDINGLY, THE FOLLOWING SUMMARY OF CERTAIN U.S. FEDERAL
INCOME TAX CONSEQUENCES IS FOR INFORMATIONAL PURPOSES ONLY AND IS
NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING AND ADVICE BASED UPON
THE INDIVIDUAL CIRCUMSTANCES PERTAINING TO A HOLDER OF A CLAIM. ALL
HOLDERS OF CLAIMS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS FOR
THE FEDERAL, STATE, LOCAL AND NON-U.S. TAX CONSEQUENCES OF THE PLAN.

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

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

1. Cancellation of Debt and Reduction of Tax Attributes

In general, absent an exception, a debtor will realize and recognize cancellation of debt
income ("COD Income") upon satisfaction of its outstanding indebtedness for total consideration
less than the amount of such indebtedness. The amount of COD Income, in general, is the excess
of (a) the adjusted issue price of the indebtedness satisfied, over (b) the sum of ex) the amount of
Cash paid, (y) the issue price of any new indebtedness of the taxpayer issued and (z) the fair
market value of any new consideration (including New Common Stock and New Wan-ants)
given in satisfaction of such indebtedness at the time of the exchange.
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A debtor will not, however, be required to include any amount of COD Income in gross
income if the debtor is under the jurisdiction of a court in a case under chapter 11 of the
Bankruptcy Code and the discharge of debt occurs pursuant to that proceeding. Instead, as a
consequence of such exclusion, a debtor must reduce its tax attributes by the amount of COD
Income that it excluded from gross income pursuant to Section 108 of the IRe. In general, tax
attributes will be reduced in the following order: (a) net operating losses ("NOLs"); (b) most tax
credits; (c) capital loss carryovers; (d) tax basis in assets (but not below the amount ofliabilities
to which the debtor remains subject); (e) passive activity loss and credit carryovers; and (f)
foreign tax credits. A debtor with COD Income may elect first to reduce the basis of its
depreciable assets pursuant to Section 108(b )(5) of the IRC, though it has not been determined
whether FairPoint would make this election. In the context of a consolidated group of
corporations, the tax rules provide for a complex ordering mechanism in determining how the tax
attributes of one member can be reduced by the COD Income of another member.

Because the Plan provides that holders of certain Claims will receive a share of the New
Common Stock, New Warrants and/or the New Term Loan, the amount of COD Income, and
accordingly the amount of tax attributes required to be reduced, will depend on the fair market
values of the New Common Stock and the New Warrants on the Effective Date, and the issue
price of the New Term Loan. This value cannot be known with certainty until after the Effective
Date. Following this reduction, FairPoint expects that, subject to the limitations discussed herein
and subject to whether FairPoint decides to reduce first the basis in its depreciable assets, its
NOL carryforwards may be eliminated upon emergence from chapter 11, but FairPoint will have
other significant tax attributes remaining. Further, FairPoint expects that substantial NOL
carryforwards will remain at the level of certain of FairPoint Communications' subsidiaries.
However, such NOL carryforwards will be subject to litigation under IRC Section 382, as
described below.

2. Limitation of NOL Carryforwards and Other Tax Attributes

FairPoint anticipates that Reorganized FairPoint will have significant tax attributes at
emergence. The exact amount of such tax attributes that will be available to Reorganized
FairPoint at emergence is based on a number of factors and is not possible to calculate at this
time. Some of the factors that will impact the amount of available tax attributes include: (a) the
amount of tax losses incurred by FairPoint in 2009; (b) the fair market value of the New
Common Stock, New Warrants, and the issue price of the New Term Loan; and (c) the amount
of COD Income incurred by FairPoint in connection with consummation of the Plan. Following
consummation of the Plan, FairPoint anticipates that certain built-in gains of FairPoint (i.e., the
excess of the fair market value of assets over the tax basis of such assets), if recognized within a
five-year period following consummation, may increase the amount subject to the annual
limitation under Section 382 of the IRC as a result of an "ownership change" of FairPoint by
reason of the transactions pursuant to the Plan.

Under Section 382 of the IRC, if a corporation undergoes an "ownership change," the
amount of its NOLs existing at the time of the ownership change ("Pre-Change Losses") that
may be utilized to offset future taxable income generally is subject to an annual limitation. As
discussed in greater detail herein, FairPoint anticipates that the issuance of the New Common
Stock pursuant to the Plan will result in an "ownership change" of FairPoint for these purposes,
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and that FairPoint's use of its Pre-Change Losses will be subject to limitation unless an
exception to the general rules of Section 382 of the IRC applies.

(i) General Section 382 Annual Limitation

This discussion refers to the limitation determined under Section 382 of the IRC in the
case of an "ownership change" as the "Section 382 Limitation." In general, the annual Section
382 Limitation on the use of Pre-Change Losses in any "post-change year" is equal to the
product of (a) the fair market value of the stock of the corporation immediately before the
"ownership change" (with certain adjustments) multiplied by (b) the "long-term tax-exempt rate"
iri effect for the month in which the "ownership change" occurs (approximately 4.16% for the
month of December 2009). However, as discussed below, FairPoint expects to elect a special
rule available under a chapter 11 case to value the stock of FairPoint Communications
immediately after the effectiveness of the Plan. The Section 382 Limitation may be increased to
the extent that FairPoint recognizes certain built-in gains in its assets during the five-year period
following the ownership change, or FairPoint is treated as recognizing built-in gains pursuant to
the safe harbors provided in IRS Notice 2003-65. Section 383 of the IRC applies a similar
limitation to capital loss carryforwards and tax credits. Any unused limitation may be carried
forward, thereby increasing the annual limitation in the subsequent taxable year. As discussed
below, however, special rules may be elected in the case of a corporation which experiences an
ownership change as the result of a bankruptcy proceeding.

The issuance under the Plan of the New Common Stock, along with the cancellation of
existing Equity Interests through the Plan, is expected to cause an ownership change with respect
to FairPoint on the Effective Date. As a result, unless an exception applies, Section 382 of the
IRC will apply to limit FairPoint's use of any remaining Pre-Change Losses after the Effective
Date. This limitation is independent of, and in addition to, the reduction of tax attributes
described in the preceding section resulting from the exclusion of COD Income.

(ii) Special Bankruptcy Exceptions

An exception to the foregoing annual limitation rules generally applies when so-called
"qualified creditors" of a debtor company in chapter 11 receive, in respect of their Claims, at
least 50% ofthe vote and value of the stock of the reorganized debtor (or a controlling
corporation if also in chapter 11) pursuant to a confirmed chapter 11 plan (the "382(1)(5)
Exception"). Under the 382(1)(5) Exception, a debtor's Pre-Change Losses are not limited on an
annual basis but, instead, the debtor's NOLs are required to be reduced by the amount of any
interest deductions claimed during any taxable year ending during the three-year period
preceding the taxable year that includes the effective date of the plan of reorganization, and
during the part of the taxable year prior to and including the effective date of the plan of
reorganization, in respect of all debt converted into stock in the reorganization. If the 382(1)(5)
Exception applies and the debtor undergoes another ownership change within two years after
consummation, then the debtor's Pre-Change Losses would be eliminated in their entirety.

Where the 382(1)(5) Exception is not applicable (either because the debtor does not
qualify for it or the debtor otherwise elects not to utilize the 382(1)(5) Exception), a second
special rule will generally apply (the "382(1 )(6) Exception"). When the 382( I)(6) Exception
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applies, a debtor corporation that undergoes an ownership change generally is permitted to
determine the fair market value of its stock after taking into account the increase in value
resulting from any surrender or cancellation of creditors' claims in the bankruptcy. This differs
from the ordinary rule that requires the fair market value of a debtor corporation that undergoes
an ownership change to be determined immediately before the events giving rise to the change.
The 382(1)(6) Exception also differs from the 382(1)(5) Exception in that the debtor corporation
is not required to reduce its NOLs by interest deductions in the manner described above, and the
debtor may undergo a change of ownership within two years without causing the complete
elimination of its Pre-Change Losses.

Due to the Limitations imposed by the 382(1)(5) Exception, the uncertainty regarding
whether prepetition trading in Claims of FairPoint Communications would allow FairPoint to
qualify for it, and the fact that NOL carryforwards would still be subject to reduction to the
extent of COD Income, FairPoint does not plan to utilize the 382(1)(5) Exception. However,
FairPoint does expect to utilize the 382(1)(6) Exception. Nevertheless, Reorganized FairPoint's
use of its Pre-Change Losses after the Effective Date will be subject to the Section 382
Limitation and, therefore, adversely affected by the "ownership change" (within the meaning of
Section 382 of the IRe) that will occur upon the Effective Date pursuant to the Plan.

3. Alternative Minimum Tax

In general, an aLtemative minimum tax ("AMT") is imposed on a corporation's
altemative minimum taxable income ("AMTI") at a 20% rate to the extent such tax exceeds the
corporation's regular federal income tax for the year. AMTI is generally equal to regular taxable
income with certain adjustments. For purposes of computing AMTI, certain tax deductions and
other beneficial allowances are modified or eliminated. For example, only 90% of a
corporation's AMTI may be offset by available alternative tax NOL carryforwards.
Additionally, under Section 56(g)(4)(G) of the IRC, an ownership change (as discussed above)
that occurs with respect to a corporation having a net unrealized built-in loss in its assets will
cause, for AMT purposes, the adjusted basis of each asset of the corporation immediately after
the ownership change to be equal to its proportionate share (determined on the basis of
respective fair market values) of the fair market value of the assets of the corporation, as
determined under Section 382(h) of the IRC, immediately before the ownership change.
FairPoint believes it will not have a net unrealized built-in loss in its assets immediately after the
ownership change, and therefore may not be impacted by these AMT rules with respect to built-
in losses. However, it is uncertain at this time whether other tax items of FairPoint will subject
FairPoint to the AMT rules.

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

1. Consequences to U.S. Holders of Prepetition Credit Agreement Claims

The following discussion assumes that the obligation underlying each Allowed
Prepetition Credit Agreement Claim is properly treated as debt (rather than equity) of FairPoint.
Pursuant to the Plan, each holder of an Allowed Prepetition Credit Agreement Claim will receive
such holder's pro rata share (taking into account the election described in this Disclosure
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Statement) of the New Term Loan and the New Common Stock (as further described in this
Disclosure Statement above) and possibly some amount in Cash.

Whether a U.S. Holder of an Allowed Prepetition Credit Agreement Claim recognizes
gain or loss as a result of the exchange of its Claim for the New Term Loan, the New Common
Stock, Cash or all three depends on whether (a) the exchange qualifies as a tax-free
recapitalization, which in turn depends on whether the debt underlying the Allowed Prepetition
Credit Agreement Claim surrendered and the New Tel111Loan (with respect to receipt of the
New Term Loan) are treated as a "security" for the reorganization provisions of the IRC, (b) the
U.S. Holder has previously included in income any accrued but unpaid interest with respect to
the Allowed Prepetition Credit Agreement Claim, (c) the U.S. Holder has claimed a bad debt
deduction or worthless security deduction with respect to such Allowed Prepetition Credit
Agreement Claim and (d) the U.S. Holder uses the accrual or cash method of accounting for tax
purposes.

(i) Treatment of a Debt Instrument as a Security

Whether a debt instrument constitutes a "security" for U.S. federal income tax purposes
is determined based on all the relevant facts and circumstances, but most authorities have held
that the length of the term of a debt instrument is an important factor in determining whether
such instrument is a security for U.S. federal income tax purposes. These authorities have
indicated that a term of less than five years is evidence that the instrument is not a security,
whereas a term of ten years or more is evidence that it is a security. There are numerous other
factors that could be taken into account in determining whether a debt instrument is a security,
including the security for payment, the creditworthiness of the obligor, the subordination or lack
thereof to other creditors, the right to vote or otherwise participate in the management of the
obligor, convertibility of the instrument into an equity interest of the obligor, whether payments
of interest are fixed, variable or contingent, and whether such payments are made on a current
basis or accrued. Each U.S. Holder of an Allowed Prepetition Credit Agreement Claim should
consult with its own tax advisor to determine whether or not the debt underlying such Prepetition
Credit Agreement Claim is a security for U.S. federal income tax purposes.

(ii) Treatment of aU .S. Holder of a Senior Secured Claim if the Exchange of
its Claim is Treated as a Reorganization

If a debt instrument constituting a surrendered Allowed Prepetition Credit Agreement
Claim and the New Term Loan are each treated as a "security" for U.S. federal income tax
purposes, the exchange of a U.S. Holder's Allowed Prepetition Credit Agreement Claim for the
New Term Loan should be treated as a recapitalization, and therefore a reorganization, under the
IRe. If a debt instrument constituting a surrendered Allowed Prepetition Credit Agreement
Claim is treated as a security for U.S. federal income tax purposes, the exchange of a U.S.
Holder's Allowed Prepetition Credit Agreement Claim for the New Common Stock should be
treated as a recapitalization, and therefore a reorganization, under the IRe. A U.S. Holder of a
surrendered Allowed Prepetition Credit Agreement Claim will recognize gain, but not loss, on
the exchange. Specifically, the U.S. Holder will recognize (a) capital gain, subject to the
"market discount" rules discussed below, to the extent of the lesser of (i) the amount of gain
realized from the exchange or (ii) the amount of "other property" (i. e., property that is not a
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"security" for U.S. federal income tax purposes, such as Cash, and "securities" to the extent that
the principal amount of securities received exceeds the principal amount of securities
surrendered) received, and (b) ordinary interest income to the extent that the New Term Loan
and/or New Common Stock are treated as received in satisfaction of accrued but untaxed interest
on the debt instrument underlying the Allowed Prepetition Credit Agreement Claim. See Section
XII. C. l.v ("Certain Federal Income Tax Considerations-Certain U.S. Federal Income Tax
Consequences of the Plan to U.S. Holders o.f Allowed Claims-Consequences to U.S. Holders
of Prepetition Credit Agreement Claims-Accrued Interest'} In such case, a U.S. Holder's tax
basis in its New Term Loan and New Common Stock should be equal to the tax basis of the
obligation constituting the Allowed Prepetition Credit Agreement Claim surrendered therefor
(increased by the amount of any gain recognized and decreased by the fair market value of "other
property" received). In addition, a U.S. Holder's holding period for its New Term Loan and
New Common Stock should include the holding period for the obligation constituting the
surrendered Allowed Prepetition Credit Agreement Claim; provided that the tax basis of any
New Term Loan or New Common Stock treated as received in satisfaction of accrued but
untaxed interest should equal the amount of such accrued but untaxed interest, and the holding
period for any such New Term Loan and New Common Stock should not include the holding
period of the debt instrument constituting the surrendered Allowed Prepetition Credit Agreement
Claim. However, it is not FairPoint's current intention to treat the exchange of Allowed
Prepetition Credit Agreement Claims as a tax-deferred reorganization.

(iii) Treatment of a U.S. Holder of an Allowed Senior Secured Claim If the
Exchange of its Claim is not Treated as a Reorganization

If a debt instrument constituting a surrendered Allowed Prepetition Credit Agreement
Claim is not treated as a "security" for U.S. federal income tax purposes, a U.S. Holder of such a
Claim should be treated as exchanging its Allowed Prepetition Credit Agreement Claim for the
New Term Loan and/or for the New Common Stock and any Cash received in a fully taxable
exchange. A U.S. Holder of an Allowed Prepetition Credit Agreement Claim who is subject to
this treatment should recognize gain or loss equal to the difference between (i) the issue price of
the New Term Loan and the fair market value of the New Common Stock, in each case that is
not allocable to accrued but untaxed interest and any Cash received, and (ii) the U.S. Holder's
adjusted tax basis in the obligation constituting the surrendered Allowed Prepetition Credit
Agreement Claim. Such gain or loss should be capital gain or loss, subject to the "market
discount" rules discussed below, and should be long term capital gain or loss if the instruments
constituting the surrendered Allowed Prepetition Credit Agreement Claim were held for more
than one year. To the extent that a portion of the New Term Loan and/or New Common Stock or
Cash is allocable to accrued but untaxed interest, the U.S. Holder may recognize ordinary
interest income. See Section Xll.C.l. v ("Certain Federal Income Tax Considerations-
Certain U.S. Federal Income Tax Consequences of the Plan to U.S. Holders of Allowed
Claims-Consequences to U.S. Holders of Prepetition Credit Agreement Claims-Accrued
Interest"). A U.S. Holder's tax basis in the New Term Loan received on the Effective Date
should equal its issue price and a U.S. Holder's tax basis in the New Common Stock should
equal its fair market value. A U.S. Holder's holding period for the New Term Loan and New
Common Stock received on the Effective Date should begin on the day following the Effective
Date.
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(iv) Issue Price of a Debt Instrument

The determination of "issue price" for purposes of this analysis will depend, in part, on
whether the debt instruments issued to a U.S. Holder or the property surrendered under the Plan
are traded on an "established securities market" at any time during the 60-day period ending 30
days after the Effective Date. In general, a debt instrument (or the stock or securities exchanged
therefor) will be treated as traded on an established market if (a) it is listed on (i) a qualifying
national securities exchange, (ii) certain qualifying interdealer quotation systems or (iii) certain
qualifying non-U, S. securities exchanges; (b) it appears on a system of general circulation that
provides a reasonable basis to determine fair market value; or (c) in certain situations the price
quotations are readily available from dealers, brokers or traders. The issue price of a debt
instrument that is traded on an established market (or that is issued for stock or securities so
traded) would be the fair market value of such debt instrument (or such stock or securities so
traded) on the issue date as determined by such trading. The issue price of a debt instrument that
is neither so traded nor issued for stock or securities so traded would be its stated principal
amount (provided that the interest rate on the debt instrument exceeds the applicable federal rate
published by the IRS).

(v) Accrued Interest

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

The extent to which the consideration received by a U.S. Holder of a surrendered
Allowed Claim will be attributable to accrued interest on the debts constituting the surrendered
Allowed Claim is unclear. Certain U.S. Treasury Regulations generally treat a payment under a
debt instrument first as a payment of accrued and untaxed interest and then as a payment of
principal. Application of this rule to a final payment on a debt instrument being discharged at a
discount in bankruptcy is unclear. Pursuant to the Plan, distributions in respect of Allowed
Claims will be allocated first to the principal amount of such Claims (as determined for U.S.
federal income tax purposes) and then, to the extent the consideration exceeds the principal
amount of the Claims, to any portion of such Claims for accrued but unpaid interest. However,
the provisions of the Plan are not binding on the IRS nor a court with respect to the appropriate
tax treatment for creditors.

(vi) Market Discount

Under the "market discount" provisions of Sections 1276 through 1278 of the IRC, some
or all of any gain realized by aU. S. Holder exchanging the debt instruments constituting its
Allowed Claim may be treated as ordinary income (instead of capital gain), to the extent of the
amount of "market discount" on the debt constituting the surrendered Allowed Claim.
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In general, a debt instrument is considered to have been acquired with "market discount"
if its U.S. Holder's adjusted tax basis in the debt instrument is less than (i) the sum of all
remaining payments to be made on the debt instrument, excluding "qualified stated interest" or,
(ii) in the case of a debt instrument issued with "original issue discount," its adjusted issue price,
by at least a de minimis amount (equal to 0.25% of the sum of all remaining payments to be
made on the debt instrument, excluding qualified stated interest, multiplied by the number of
remaining whole years to maturity).

Any gain recognized by a U.S. Holder on the taxable disposition (determined as
described above) of debts that it acquired with market discount should be treated as ordinary
income to the extent of the market discount that accrued thereon while such debts were
considered to be held by the U.S. Holder (unless the U.S. Holder elected to include market
discount in income as it accrued). To the extent that the surrendered debts that had been
acquired with market discount are exchanged in a tax-free or other reorganization transaction for
other property (as may occur here), any market discount that accrued on such debts but was not
recognized by the U.S. Holder may be required to be carried over to the property received
therefor and any gain recognized on the subsequent sale, exchange, redemption or other
disposition of such property may be treated as ordinary income to the extent of the accrued but
unrecognized market discount with respect to the exchanged debt instrument.

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

The following discussion assumes that (i) the obligation underlying each Allowed
Unsecured Claim is properly treated as debt (rather than equity) of FairPoint and (ii) the holders
of Unsecured Claims vote to approve the Plan. Pursuant to the Plan, each holder of an
Unsecured Claim will receive such holder's pro rata share of the New Common Stock and New
Warrants (as further described in this Disclosure Statement above).

Whether a U.S. Holder of an Allowed Unsecured Claim recognizes gain or loss as a
result of the exchange of its Claim for New Common Stock or New Warrants depends on
whether (a) the exchange qualifies as a tax-free recapitalization, which in tum depends on
whether the debt underlying the Allowed Unsecured Claim surrendered is treated as a "security"
for the reorganization provisions of the IRC, see Section XII. CJ.i (=Certain Federal Income
Tax Considerations=Certain U.S. Federal Income Tax Consequences of the Plan to U.S.
Holders of Allowed Claims-Consequences to U.S. Holders of Prepetition Credit Agreement
Claims-Treatment of a Debt Instrument as a Security"), (b) the U.S. Holder has previously
included in income any accrued but unpaid interest with respect to the Allowed Unsecured
Claim, (c) the U.S. Holder has claimed a bad debt deduction or worthless security deduction with
respect to such Allowed Unsecured Claim and (d) the U.S. Holder uses the accrual or cash
method of accounting for tax purposes.

(i) Treatment of aU. S. Holder of an Allowed Unsecured Claim if the
Exchange of its Claim is Treated as a Reorganization

If a debt instrument constituting a surrendered Allowed Unsecured Claim is treated as a
"security" for U.S. federal income tax purposes, the exchange of a U.S. Holder's Allowed
Unsecured Claim for the New Common Stock and New Warrants should be treated as a
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recapitalization, and therefore a reorganization, under the IRe. A U.S. Holder of a surrendered
Allowed Unsecured Claim will recognize gain, but not loss, on the exchange. Specifically, the
U.S. Holder will recognize (a) capital gain, subject to the market discount rules discussed below,
to the extent of the lesser of (i) the amount of gain realized from the exchange or (ii) the amount
of "other property" (i.e., property that is not a "security" for U.S. federal income tax purposes
and "securities" to the extent that the principal amount of securi ties received exceeds the
principal amount of securities surrendered) received, and (b) ordinary interest income to the
extent that the New Common Stock and New Warrants are treated as received in satisfaction of
accrued but untaxed interest on the debt instrument underlying the Allowed Unsecured Claim.
See Section XIl.Cl.v ("Certain Federal Income Tax Considerations-Certain U.S. Federal
Income Tax Consequences of the Plan to U.S. Holders of Allowed Claims-Consequences to
u.s. Holders of Prepetition Credit Agreement Claims-Accrued Interest"). In such case, a
U.S. Holder's tax basis in its New Common Stock and New Warrants should be equal to the tax
basis of the obligation constituting the Allowed Unsecured Claim surrendered therefor (increased
by the amount of any gain recognized and decreased by the fair market value of "other property"
received), and a U.S. Holder's holding period for its New Common Stock and New Warrants
should include the holding period for the obligation constituting the surrendered Allowed
Unsecured Claim; provided that the tax basis of any New Common Stock and New Warrants
treated as received in satisfaction of accrued but untaxed interest should equal the amount of
such accrued but untaxed interest, and the holding period for any such New Common Stock and
New Warrants should not include the holding period of the debt instrument constituting the
surrendered Allowed Unsecured Claim.

(ii) Treatment of a U.S. Holder of an Allowed Unsecured Claim if the
Exchange of its Claim is Not Treated as a Reorganization

If a debt instrument constituting a surrendered Allowed Unsecured Claim is not treated as
a "security" for U.S. federal income tax purposes, a U.S. Holder of such a Claim should be
treated as exchanging its Allowed Unsecured Claim for the New Common Stock and New
Warrants in a fully taxable exchange. A U.S. Holder of an Allowed Unsecured Claim who is
subject to this treatment should recognize gain or loss equal to the difference between (i) the fair
market value of the New Common Stock and New Warrants received in the exchange that are
not allocable to accrued but untaxed interest, see Section XIJ.CJ.iv ("Certain Federal Income
Tax Considerations-Certain U.S. Federal Income Tax Consequences of the Plan to U.S.
Holders of Allowed Claims-Consequences to U.S. Holders of Prepetition Credit Agreement
Claims-Issue Price of a Debt Instrument"), and (ii) the U.S. Holder's adjusted tax basis in the
obligation constituting the surrendered Allowed Unsecured Claim. Such gain or loss should be
capital gain, subject to the "market discount" rules discussed above, and should be long-term
capital gain or loss if the debts constituting the surrendered Allowed Unsecured Claim were held
for more than one year. To the extent that a portion of the New Common Stock or New
Warrants is allocable to accrued but untaxed interest, the U.S. Holder may recognize ordinary
interest income. See Section XII.Cl. v ("Certain Federal Income Tax Considerations=-
Certain U.S. Federal Income Tax Consequences of the Plan to U.S. Holders of Allowed
Claims-Consequences to U.S. Holders of Prepetition Credit Agreement Claims-Accrued
Interest"). A U.S. Holder's tax basis in the New Common Stock and New Warrants should
equal their fair market value. A U.S. Holder's holding period for the New Common Stock and
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New Warrants received on the Effective Date should begin on the day following the Effective
Date.

3. Consequences to U.S. Holders of Holding New Common Stock

(i) Dividends on New Common Stock

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

Dividends paid to U.S. Holders that are corporations generally will be eligible for the
dividends-received deduction so long as there are sufficient earnings and profits. However, the
dividends received deduction is only available if certain holding period requirements are
satisfied. The length of time that a shareholder has held its stock is reduced for any period
during which the shareholder's risk of loss with respect to the stock is diminished by reason of
the existence of certain options, contracts to sell, short sales or similar transactions. In addition,
to the extent that a corporation incurs indebtedness that is directly attributable to an investment
in the stock on which the dividend is paid, all or a portion of the dividends received deduction
may be disallowed.

The benefit of the dividends-received deduction to a corporate shareholder may be
effectively reduced or eliminated by operation of the "extraordinary dividend" provisions of
Section 1059 of the IRC, which may require the corporate recipient to reduce its adjusted tax
basis in its shares by the amount excluded from income as a result of the dividends-received
deduction. The excess of the excluded amount over adjusted tax basis may be treated as gain. A
dividend may be treated as "extraordinary" if(l) it equals or exceeds 10% of the holder's
adjusted tax basis in the stock (reduced for this purpose by the non-taxed portion of any prior
extraordinary dividend), treating all dividends having ex-dividend dates within an 8S-day period
as one dividend, or (2) it exceeds 20% of the holder's adjusted tax basis in the stock, treating all
dividends having ex dividend dates within a 36S-day period as one dividend.

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

Unless a non-recognition provision applies, subject to the market discount rules discussed
above, U.S. Holders generally will recognize capital gain or loss upon the sale, redemption or
other taxable disposition of the New Common Stock.
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4. Consequences to U.S. Holders of Holding the New Term Loan

(i) Interest on the New Term Loan Interest paid on the New Term Loan will
be taxable to a U.S. Holder as ordinary interest income.

(ii) Sale or Retirement of the New Term Loan

Upon the sale, exchange or retirement of a New Term Loan, a U.S. Holder will recognize
taxable gain or loss equal to the difference between the amount realized on the sale, exchange, or
retirement and the U.S. Holder's adjusted tax basis in the New Term Loan. For these purposes,
the amount realized does not include any amount attributable to accrued interest. Amounts
attributable to accrued interest are treated as interest. See Section Xll.Cd. v ("Certain Federal
Income Tax Considerations-Certain U.S. Federal Income Tax Consequences of the Plan to
U.S. Holders ofAllowed Claims-Consequences to U.S. Holders of Prepetition Credit
Agreement Claims-Accrued Interest"). As it is unlikely that the New Term Loan will be
issued with market discount, gain or loss realized on the sale, exchange or retirement of a New
Term Loan will generally be long-term capital gain or loss if at the time of sale, exchange or
retirement such New Term Loan has been held for more than one year. However, see i, with
respect to surrendered claims that were acquired with market discount and that are exchanged in
a tax-free transaction.

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

A recipient of New Warrants generally should not recognize taxable gain or loss upon the
exercise of such New Warrants, The tax basis in the New Common Stock received upon
exercise of the New Warrants should equal the sum of the U.S. Holder's tax basis in the New
Warrants and the amount paid for such New Common Stock. The holding period in any New
Common Stock received upon the exercise of the New Warrants should commence the day
following its acquisition.

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

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

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

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

• the statement requirement set forth in Section 871 (h) or Section 881 (c) of the IRC
has been fulfilled with respect to the beneficial owner, as discussed below;

• such Non-U.S. Holder is not an individual who is present in the United States for
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IS3 days or more in the taxable year of disposition or who is subject to special
rules applicable to former citizens and residents of the United States; and

• such gain or interest income is not effectively connected with the conduct by such
Non-U .S. Holder of a trade or business in the United States.

The statement requirement referred to in the preceding paragraph will generally be
fulfilled if the beneficial owner of the property or Cash received on the exchange certifies on IRS
Form W-SBEN (or such successor form as the IRS designates) under penalties of perjury that it
is not a U.S. person and provides its name and address. The Non-U.S. Holder must provide the
form to FairPoint or its paying agent, or in the case of a note held through a securities clearing
organization, bank or other financial institution holding customers' securities in the ordinary
course of its trade or business, to such organization, bank or other financial institution, which
must in tum provide to FairPoint or its paying agent a statement that it has received the form and
furnish a copy thereof; provided, that a non-l.l.S. financial institution will fulfill this requirement
by filing IRS Form W-SIMY if it has entered into an agreement with the IRS to be treated as a
qualified intermediary. These forms must be periodically updated.

If a Non-U.S. Holder is engaged in a trade or business in the United States, and if any
gain or interest income realized on the exchange of its claim is effectively connected with the
conduct of such trade or business, the Non- U.S. Holder, although exempt from the withholding
tax discussed in the preceding paragraphs, will generally be subject to regular U.S. federal
income tax on such gain or interest income in the same manner as if it were a U.S. Holder. In
lieu of the certificate described in the preceding paragraph, such a Non-U.S. Holder will be
required to provide a properly executed IRS Form W-SECI (or such successor form as the IRS
designates), in the manner described above, in order to claim an exemption from withholding
tax. In addition, if such a Non-U .S. Holder is a corporation, it may be subject to a branch profits
tax equal to 30% (or such lower rate provided by an applicable treaty) of its effectively
connected earnings and profits for the taxable year, subject to certain adjustments.

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

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

(i) Dividends on New Common Stock

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

To claim the benefit of a tax treaty a Non-U.S. Holder must provide a properly executed
IRS Form W-SBEN (or such successor form as the IRS designates), in the manner described
above, prior to the payment of the dividends. A Non-U .S. Holder that is eligible for a reduced
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rate of U.S. withholding tax pursuant to an income tax treaty may obtain a refund from the IRS
of any excess amounts withheld by filing timely an appropriate claim for refund with the IRS.

(ii) Interest on the New Term Loan

Generally any interest paid to a Non-U.S. Holder of the New Term Loan will not be
subject to U.S. federal income tax if the interest qualifies as "portfolio interest." Interest on the
New Term Loan generally will qualify as portfolio interest if:

• such Non-U.S. Holder does not own, actually or constructively, 10 percent or
more of the total combined voting power of all classes of the voting stock of
Reorganized FairPoint Communications, is not a controlled foreign corporation
related, directly or indirectly, to Reorganized FairPoint Communications through
stock ownership, and is not a bank receiving interest described in Section
881 (c)(3)(A) of the IRe; and

• the statement requirement set forth in Section 871(h) or Section 881(c) of the IRC
has been fulfilled with respect to the beneficial owner, as discussed above.

The gross amount of payments to a Non-U. S. Holder of interest that does not qualify for
the portfolio interest exemption will be subject to U.S. withholding tax at the rate 0[30%, unless
a U.S. income tax treaty applies to reduce or eliminate such withholding tax. To claim the
benefit ofa tax treaty a Non-U.S. Holder must provide a properly executed IRS Form W-8BEN
(or such successor form as the IRS designates), in the manner described above, prior to the
payment of interest. A Non-U .S. Holder who is claiming the benefits of a treaty may be required
in certain instances to obtain a U.S. taxpayer identification number and to provide certain
documentary evidence issued by non-U.S. governmental authorities to prove residence in the
non-U .S. country.

(iii) Gain on Disposition of New Term Loan, New Common Stock and/or New
Warrants

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

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

• in the case of a disposition of New Common Stock or New Warrants,
Reorganized FairPoint Communications is or has been during a specified testing
period a "U.S. real property holding corporation" for U.S. federal income tax
purposes.

119 0275



Reorganized Fairl'oint Communications does not anticipate becoming a "U.S. real
property holding corporation" for U.S. federal income tax purposes, but no assurances can be
given in this regard.

E. WITHHOLDING AND REPORTING

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

In addition, from an information reporting perspective, U.S. Treasury Regulations
generally require disclosure by a taxpayer on its U.S. federal income tax retum of certain types
of transactions in which the taxpayer participated, including, among other types of transactions,
certain transactions that result in the taxpayer's claiming a loss in excess of specified thresholds.
Holders are urged to consult their tax advisors regarding these regulations and whether the
transactions contemplated by the Plan would be subject to these regulations and require
disclosure on the holders' tax returns,

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

XIII.
CONCLUSION

FairPoint believes that confirmation and implementation of the Plan is preferable to any
of the altematives described above because it wi II provide the greatest recoveries to holders of
Claims. Any altemative to confirmation of the Plan, such as liquidation or attempts to confirm
another plan of reorganization, would involve significant delays, uncertainty, and substantial
additional administrative costs. Moreover, as described above, FairPoint believes that its
creditors will receive greater and earlier recoveries under the Plan than those that could be
achieved in a liquidation. FOR THESE REASONS, FAIRPOINT URGES ALL HOLDERS OF
IMPAIRED CLAIMS ENTITLED TO VOTE ON THE PLAN TO ACCEPT AND TO
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EVIDENCE SUCH ACCEPTANCE BY RETURNING THEIR BALLOTS SO THAT THEY
WILL BE RECEIVED WITHIN THE TIME STATED IN THE NOTICE OF CONFIRMATION
HEARING AND DISCLOSURE STATEMENT APPROVAL ORDER SERVED WITH THIS
D[SCLOSURE STATEMENT.
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