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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

-
s
0
=l
.

Business

Frontier Communications Corporaticn (Frontier)} ~(formerly known as Citizens
Communications Company through.July 30, 2008) and its subsldiaries are referred
to as the "Company," "we," "us" or “our" throughout-this report. Frontier was

incorporated in the State of Delaware in 1935 as Citizens Utilities Company.

We are a communications company providing services to rural areas and small and
medium-sized towns and cities. Revenue was $52.2 ‘billion in 2008. Among the
highlights fox 2008:

* Cash Generation :
We continued to generate .significant free cash flow through
further growth of  broadband and value added services,
productivity improvements and a disciplined capital expenditure
program that emphasizes return -on investment.

* stockholder value
During 2008, we repurchased $200.0 million of our common stock
and we continued @ to pay an annual dividend of $1.00 per common
share.

* Growth

During 2008, we -added approximately 57,100, new High-Speed
Internst customers (net) and 116,000 customers began buving a
bundle or package of our serviees. At December 31, 2008, we had
approximately  57%,%00 high-speed data customers and 749,800
customers-buying. a bundle or package of services. We alsoc offer a
television product in partnership with DISH Metwork (DISH), and
at the end of 2008 we had approximately 119,900 DISH customers.

Cur missicn is to be the leader in  providing communications services to
residential and Dbusiness customers in our markets.. We are committed to
delivering innovative and reliable products and scluticns with an emghasis on
‘convenience, service and customer satisfaction. We offer a variety of volce,
data and internet, and television services that are available as bundled or
packaged solutions and for some products, ‘& la carte. We believe that superior
customer service and. innovative product positioning will continue to
differentiate us from our competitors in the markets in which we compebe.

- Telecommunications Services

s of December 31, 2008, we cperated as an incumbent. leccal exchange carrier
(ILEC) in 24 states. ’

The telecommunications industry s undergoing - significant changes and
difficulties and our financial rasults reflect the impact of this challenging
environment. As discussed in more detall in Manragementfs Discussion and Anhalysis
of Financizl <Conditicm and Results of Operations. (MD&A), we operate in an
increasingly challenging environment and, accordingly, our revenues have
dacreased slightly in 2008, :

Our business is primarily with residential customers and, to a lesser extent,
business custemers. Qur sgervices include: .

* agcess services;

* Iocal services;

* long distance services;

* data and internet services;
* directory serviceé;

* television services; and

* wireless services.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Frontier is typically the leading incumbent carrier in the markets we serve and
provides the "last milel of telecommunications services to -rasldential and
business custdmers in these markets.
Access services. Switched access services allow other carriers to use our
facilities fo originate and terminate their long distance woice aad data
traffic. These services are generally.offersd on a month-to-month basis and the
service is billed on & minutes—of-use basis. Access charges are based on access
rates filed with the Federal Communications Commission (rCC} for interstate
‘services and with the respective state Tregulatory agency for intrastate
services. In addition, subsidies received from state-and federal izniversal
service funds based on the high cost of providing telephone sexvice to certain
rural areas are a part -of our access services revenue. ’

Revenue is recognized when services are provided to customers or when products
are delivered to customers. Monthly recurring access service fees are billed in
advance. The unearned portion of this ‘revenue is initlally deferred as a2
component of other liabilities- on our palance sheet and recognized as revenue
over the pericd that the services ars provided.

Local services. We provide basic telephone wireline services to residential and
business customers in cur service areas. Our service arsas are largely
residential and are generally less densely populated than the primary service
areas of.the largest incumbent local exchange carriers. We also provide enhanced
services to our customers by offering a number of calling features, . including
call forwarding, conference calling, caller identification, voicemail and czll
waiting. All of these local services are billed moathly in advance. The unearned
porticn of this revenue 1is initially deferred as a component of other
liabilities on our balance sheet and recognized as revenue over the period that
the services are provided. We alsc offer packages of & communicatiecns zervices.
These packages permit customers to bundle their basic telephone line service
with their choice of -enhanced, long distance, television and internet services
for a monthly fee and/or usage fee depending on the plan.

We intend to continue our efforts to increase the penetration of cur enhanced
sarvices. We beliave that increased sales of such services will produce revenue
with higher operating margins due to the relatively low marginal operating costs
necessary to offer such services. We believe that ouwr ability to integrate. these
services with other services will provide us with the oppeortunity to capture an
increased percentage of our customers' communications expenditures {wallet
share}. :

Long distance services. We offer long distance services in our territories to
our customers. We believe that many customers prefer the convenisnce of
cbtaining their long distarce service through their local telephone - company and
receiving a single bill. Long distance network service to and from® points
outside of our operating territories is provided by interconnection with the
facilities of interexchange carriers 1IXCs). Our long distance services ara
billed  either as unlimited/fixed - number of minutes in advance or on a.per
minute—of-use basis, in which case it is billed in arrears. The earned but
unbilled portion of these fees are recognized as revenue and accrued in accounts:
receivable in the period that the services are provided.

pata and internet services. We offer data services including Internet access
{via high-speed or dial up internet accass), frame relay, Metro ethernet and
asynchronous transfer mode {ATM) switching services. We offar other data
transmission sebvices to other carriers and nigh-volume commercial ~customers
with dedicated high-capacity circuits ranging from H8~1's to Gig E. Such
services are generally offered on a contract basis and the service is billed on
a fixed monthly recurring charge basis. Data and internet services are typically
billed monthly in advance. The unsarned portion of these fees are inicially
deferred as a component of other liabilities on our balance sheet and recognized
as revenue over the period that the services are provided.

Directory. services, Directory services involves the provision of white and
vellow page directories for residential and business  listings. We provide this
service through two third-party centractors. In a majority of our markets, the
contractor is paid a percentage of revenues from the sale of advertising in
these directories and in the remaining markets, we raceive a flat fee. Our
directory service also includes “Frontier - Pages," an internet-based directory
service which generates advertising revenue. We recognize the revenue from thage
services over the life of the welated white or yellow pages book, which is
typically one calendar year.

Television services. We offer a television product in . partnership with DISH
Metwork., We provide access to all-digital television channels Featuring movies,
sports, news, music and high-definitien TV programming. We offer packages of
100, 200 or 250 channels and include high-definition channels, premium channels,
family channels and ethnic channels. We alsc provide access to local channels,
We are in an "agency™ relationship with DISH. We bill the customer for the
monthly services and remit those bpillings to DISH without -recognizing any
revenue. We in turn receive from DISH and recognize as revenue activation fees,
other residual fees and nominal management, billing and collection fees.

3
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| Wireless .services. During 2006, we began offering wireless data services in
certain markets. Our wireless data services utilize technclogies -that are
relatively new, and we depend o some degrek on the representations of egquipment
vendors, lab testing and the experiences of others who have been successful at-
deploying these new technologies. As of December 31, 2008, we provided wireless
data WIFI networks in 18 municipalities, four colleges and universities and over
120 business establishments. Revenue is recognized when services are providad to
customers. Long-term contracts are billed in advance on an annual or semi-annual
basis. End-usar .subscribers are billed in adwvance on a monthly recurring basis
and colleges, universities and businesses -are billed on a monthly recurring
_basis for 2 fixed number of users. The unearned porticn -of this revenue is
initially deferred as a component of cther liapilities on our palance sheet and
racognized as revenue over the period that the services are provided. Hourly,
daily and weeklv casual end-users are billed by credit card-at the time of usa.

The following table sets forth the number of our access lines and High-Speed
Tnternet subscribers as of Decemper 31, 2008 and 2007.

Access Lines and High-Speed
Internset Subscribars at December 31,

State 2008 2007
New York...... e 825,700 . 887,300
‘Pennsylvania.......vv... ) 506,100 522,500
Minnesoba. . voveeneeonnan . 280,500 287,400
California.............. 193,200 202,500
Arizona... 192,800 : 199,600
West Virginia........... . 188,200 . 183,700
Illincis. e, 127,300 129,000
TEnnessae. ... .. 195, 300 108,600
WisComSin..ver-veneneons 74,100 78,800
L = 56,900 57,100
Nebraska............. e 51,400 53,300
All other states (137... ' ©227,20Q 231,800
Total - 2,834,300 2,952,000

Change in the numbetr of cur access lines is one factor that is important to our
revenue and profitability. We have lost - access lines primarily .because of
competition, changing consumer behavior {including wireless substitution,
economic conditions, changing technology and by some customers. disconnecting
second lines when they add High-Speed Internet or cable modem service. We lost
approximately 174,800 access lines (net} during the year ended December 31,
2008, but added approximately 57,100 High-Speed Internet -subscribers (aet)
during this same period. With respect to the access lines we lost in 2008,
133,700 were residential customer lines and 41,100 were business customer lines.
The business line losses were principally in cur eastern -reglon and Rochester,
New York, while the residential losses were throughout our markets. We expect to
continile to lose access lines but to increase High-Speed Internet subscribers
during 2005 ({although not enough teo offset access line losses). A substantial
further loss of access lines, combined with increased competition and the other
factors discussed in MD&R, may cause our revenues, profitability and cash [lows
to decreage during 2009,

Regulatcry Environment

General

The majority of -cur operations are . regulated by the FCC and various state
ragulatory agencies, often called public service or utility commissions.

certain of our revenue is subject te regulation by the FCC and wvarious state
requlatory agencies. We expect federal and state lawmakers to continue to review
the statutes governing the level and type of regulation for telecommunications
services.

The Telecommunications Act of 19%6, or the 1%96 Act, dramatically changed the
telecommunications industry. The main purpose of the 1996 Act was to open lecal
telecommunications marketplaces to competition. The 1996 Act preempts state and
local laws to the extent that they prevent competition with respect to
communications services. Under the 1936 Act, however, states retain authority to
impose requirements on carriers necessary Lo preserve universal service, protect
public safety and welfare, ensure gquality of service and protect consumers.
States are alsoc responsible for mediating and arbitrating interconnection
agreements between competitive local exchange carriers {CLECs). and ILECs if
voluntary negotiations fail. In order to create an environment in which local
competition 1is a. practical possibility, the 1896 Act imposes a number of
requirements for access to network facilities and interconnection on all local
communications providers. Incumbent local carriers must interconnect with other
carriers, unbundle some of their services at wholesale rates, permit resale of
some of their services, enable collocation of equipment, provide local telephone
number portability and dialing parity, provide access to poles, ducts, conduits
and rights-of-way, and complets calls originated by competing carriers under
termination arrangements.

Source: FRONTIER COMMUNICATI, 16-K, February 27, 2009
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At the fedaral level and-in & number of the states in which we operate, we are
subject to price cap or ihcentive regulation wplans under which prices for
regulated services are capped in return for the elimination.. or relaxation oF
earnings oversight. The goal of these plans is to previde incentives to improve
. gfficiencies and increased . pricing flexibility for competitive services while
ensuring that customers receiwve reasonable rates for basic services. 3Some.of
theze plans have limited terms and, as they expire, we may need to renegotiate
with various states. These negotiaticns -could impact rates, service gquality
and/or infrastructure reguirements which could impact our earnings and capital
expenditures. In other states in which we operate, "we are subject to rate of
return regulation that limits levels of earnings and returns on investments. We
_continue Lo advocate cur position for less regulation with various regulatory
agencies. In some of our states, we have been successful  im  reducing or
eliminating price regulation on end-user .services under state commission
. jurisdiction.

For interstate services regulated. by the FCC, we have elected a form of
incentive  regulation known as "price caps” for most of our operaticas. In May
2000, the FCC adopted a methodology for regulating the interstate access rates
of price ¢ap companies through May 2005. The program, known as the Cealition for
Affordable Local and Long Distance Services, or CALLS plan, reduced prices for
interstate-switched access services and phased out - many of the implicit
subsidies in interstate access rates. The CALLS program expirad in 2005 but
continues in effect until the FCC takes farther - acticn., The FCC may address
future changes in access charges during 2009 and suc changes may adversely
affect our revenues and profitability. :

Another ~goal of the 1996 Act was to reméve implicit subsidies from the rates
charged by local telecommunications companies. The CALLS plan addressed this
requirement for interstate services. Some state legislatures and regulatory
agencies are locking to reduce the implicit subsidies in intrastate rates. The
‘most commen subsidies are in access rates that historically have been priced
above their costs to allow basic local rates to be priced below cost.’
Legislation has been considered in several states to require regulators to
 eliminate these subsidies and implement state universal -ssrvice programs where
necessary £o maintain reascnable basic  local rates. Hewever, not all the
reductions in access charges would be fully offset. We anticipate additional
state legislative and regulatory pressure to lower intrastate access rates.

Some state legislatures and regulators are also examining the provision of
telecommunications - services to previously unserved areas. ‘Since many unserved
areas are located in rural markets, we could bé required to expend the necessary
capital to expand our service territory dinto some of these areas.

Recent and Potential Regulatory Developments

Wireline and wireless carriers are required to provide. local number portability
[INP). LNP is the ability of customers to switch from a wireline or wireless
carrier to another wireline or wireless carrier without changing telephone
numpers. We are 100% LNP capable in our largest markets and over 95% of our
exchanges are LNP capaple. We will upgrade the remaining exchanges in response
to bona fide requests as required by FCC regqulaticas.

The FCC and state regulators are currently considering a number of proposals for

changing the manner in which eligibility for faderal subsidies is determined as

well as the amounts of such subsidies. In May 2008, the FCC issued an order to
cap Competitive Eligible Telecommunications Companies {CETC) recelpts from the

high cost Federal Universal Service Fund. While this order will have no impact

on our current receaipt levels, we believe this is a positive first step to Timit -
the rapid growth of the fund. The CETC cap will remain in place until the FCC

takes additional steps towzards needed reform.

The FCC is considering proposals that may . significantly <change interstate,
intrastate and local intercarrier compensation and would revise the Federal
Universal Service funding and disbursement mechanisms. When and how these
proposed changes will be addressed are unknown and, accordingly, we are unable
to predict the impact of future changes on our results of operations. However,
future reductions in our subsidy and access revenues will directly affect our
profitability and cash flows as those regulatory revenues do not have assoclated
variable éxpenses.. As discussed in MD&R, our access and subsidy revenues.
declined in 2008 compared te 2007. Our access and subsidy revenues are both
likely to decline further in 2009.

Certain  states have open proceedings to address reform to intrastate access
charges and other intercarrier compensation. We cannot predict when or how these
matters will be decided or the effect on our subsidy or access xrevenues. In
addition, = we have been approached by, and/or are involved in formal state
proceedings with, wvarious carriers seeking reductions in intrastate access raies
in certain states.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Regulators at both the federal and state levels continue to address whether VOIF
sarvicas are Subject to the same or different regulatory and financial models as
tradirional telephony. The FCC has concluded that certain VOIP  services are
jurisdictionally. interstate in nature and are <thereby exempt from state
telecommunications regulavicns. The FCC has not addressed other related issues,
such as: whether or under what terms VOIP originated traffic may be subject to
intercarrier compensation; and whether VOIP services are subject to general
state - requiremsnts relating to baxation - and general  commercial business
requirements. The FCC has stated its inient to address these open questions 'in
stbsequent orders . in its ongoing "IP-Enabled Services Proceeding," which opened
in February 2004. Internet telephony may have an advantage over our traditicnal
services 1f it remains less regulated. .

In January 2008, +the FCC released public notices requesting comments on LWo
petitions that have been filed regarding net neutrality and the application of
the FCC's Internet Policy Statement. It is uncertain whether these petitions
will result. in any formal FCC action. -

Some state regulators [including New York and Illinois) have in the past
considered imposing on regqulated companies {including us) cash -managemant
practices that cculd limit the ability of a company to transfer cash between its
‘subsidiaries or to its parent company. None of the existing state requirements
materially . affect cur cash management but future <changes by state regulators
could affsct our. ability te freely transfer cash within our - consolidated
companies. Frontier reached an agreement with the New York Public Service
Commission remeving many legacy Open Market Plan restrictions, including many
cash management restrictions, and reduced the triggers that would forte the
Company to-carry cut specific remaining restrictions.

President Obama has signed into law an econcmic stimulus package that includes
funding, through ‘grants, for new. Droadband investment to unserved and
underserved ~communities. Depending on the final amcunt made awvallable and the
conditions included in the package with respect to acceptance and use of the
money, the Company may be eligible to receive funds from this package. -These
funds, if recelved, would be uszed by us to expand broadband toe customers in our-
markets - to whom it is not available due to the high cost ¢f previding the
‘service to those areas.

Competition

Competition in the telecommunications industry is intense and increasing. We
experience competition Erom many telecommunications service providers, including
cable operators offering VOIP products, wireless. carriers, long distance
providers, competitive local exchange carriers, internet providers and other
wireline carriers. We believe that as of December 31, 2008, approximately 65% of
the households in our territories had VOIFP as an avallable service option from
cable operators: We also believe that competition will continue to intensiiy in
2009 and may result in reduced revenues. -Qur business experienced erosion in
access lines and switched access minutes in 2008 primarily as a result of
competition and business downsizing. We also experlanced a raduction in revenue
in 2008 asz compared tec 2007.

The racent severe contraction in the global financial markets and ongeing
recession may be impacting consumer behavior to reduce household expenditures by
not purchasing cur setvices and/or by discontinuing our services. . These trends
are likely to continue and may result in a challenging. revenue -environment.
These factors could zlsc result in increased delingueacies and bankruptcles and,
therefore, affect our ability to collect money owed to us by residential and
business customers.

We employ a number of strategies to combat the competitive pressures and changes
o consumer behavior noted above. OQur strategies are focused in the fellowing
arsas: customer retention, upgrading and up-selling services to our existing
custemer base, new customer growth, win backs, new product deployment, -and
operating expense and capital expenditure reductions.

We hope to achieve cur customer retention goals by bundling services around the
local access line and providing exemplary customer service. Bundlad services
include High=Speed Internet, unlimifed long distance calling, enhanced telephone
fearures and videe offerings. We tailer these services to the needs of our
residential .and business customers in the markets we serve and contipually
evaluate the introduction of new and complementary products and services, which
can also be purchased separately. Customer retention 1s also enhanced by
offering one, twe and thres year price protection plans where customers commit
to a term in exchange for predictable pricing and/or promotional offers.
Additionally, we are focused on enhancing the customer experience as we believe
exceptional customer service will differentiate us from our competition. Our
commitment to providing exemplary customer service is demonstrated by the
expansion of cur customer services hours, shorter scheduling windews for in-home
appointments and the implementation of call reminders and follow-up calls for
service appointments. In addition, due te a recent realignment and restructuring
of approximately 70 local area markets, those markets are now operated by local
managers - with responsibility for the customer experience, as well as the
financial results, in those markets.
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We utilize targeted and innovative promotions to sell new customers, including
‘those moving into our territory, win back previeusly lost customers, upgrade and
up-sell existing customers on & variety of sérvice offerings inciuding
High-Speed Internet, video, and anhanced long distance and feature packages in
order to maximize the average revenue par access line (wallet share} paid to
‘Frontier. . Depending upon market and econcmic conditions, we may.continue to
offer such promotions to drive sales and may offer additional promotions in the
future.

Lastly, we .are focused on introducing a number of new products that our
customers desire, including unlimited long distance minutes, bundles of leng
distance minutes, wireless data, internet portal advertising and the "Frontier
Peace of Mind"™ product suite. This last category is a sulte of products aimed at
managing the fotfal communications and psrsonal computing experience for our
customers. The Peace of Mind product -and services are designed to prodvide value
and simplicity to meet our customers' ever-changing needs. The Peace of Mind
product and services suite includes services such as an in-home, full
installation of cur high-speed product, two hour appointment windows for the
installation, hard drive back-up sezvices, enhanced help desk PC support and
inside wire maintenance. We offer a portion of our Peace of Mind services,
Jincluding hard drive back-up services and enhanced help desk PC suppert, both to
our customers and to other users inside and outside of our service terriforiss.
although we are optimistic- about the ‘opportunities previded by each of these
initiatives, we can provide no assurance about their long term profitability or
impact on revenus. . ’

We believe that the ' combination of offering multiple. products and services to
our customers pursuant to price protection programs, billing them on a single
bill, providing superior customer  service, =and being active in our local
communities will make our customers more loyal to us, and will help us generate
new, and retain existing, customer revenue.

Divestiturs of Electric Lightwave, LLC

In 2006, we sold our CLEC business, Electric Lightwave, ILC (ELI} for 5255.3
million {including ' the sale of ' associated real estate) 1in cash plus the
assumption o©f approximately $4.0 million in capital lease obligations. We
racognized a pre~tax gain on the sale of ELI of approximately $116.7 million.
Our after-tax gain on the sale was $71.6 million. Our cash liability for taxes
25 2 result of the sale was approximately $5.0 million due to the utilization of
existing tax net operating losses on both the federal and state level.

Segmént Information

With the 2006 sale of our CLEC. (ELI), we currently operate  in only one
raportable segment.

Financial Iaformation about Foreign and Domestic Operations and Export Sales

We have no foreiga opefations.

General

order backlog is not a significant consideration in our business. We have no
material ‘contracts or subcontracts that may be subject to renegetiation® of

" profits or termination at the election of the Federal government. e nold no
patents, licenses or concessions that are material.

Employees

As of December 31, 2008, we had 5,671 employees. Approximately 2,900 of our
employees are affiliated with a union. The number of union employees covered by
agreements set to expire during 2009 is 1,400. We consider our relations with
our smployees to be good.
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Available Information

We are subject to the informational reguirements of the Securities Exchange Act
of 1934, Accordingly, we file pericdic reports, proxy sStatements and other
information with the Securities and Exchange Commission ({SEC). Such reportis,
proxy statements and other information may be obtained by vwisiting the Public
Reference Room of the SEC at 100 F-Street, . NE, Washington, D.C. 20549 or by
calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains an Internet
site {www,sec.gov] that contains reports, proxy and information statements and
ather information . regarding - the Company anad other ‘issuers that file
electronically. Material filed by us can also be inspected at the offices of the
New York Stock Exchange, Inc., (NYSE}, = 20 Broad -Street, New York, MY 10005, on
which our common stock is listed. ©On June 9, 2008, our Chief Executive Officer
submittad the annual certification required by Section 3032.12{a} of the NYSE
Listed Company Manual. Tn addition, the certifications of our Chief Executive
Officer and Chief Financial Officer required under Section 302 of the
Sarbanes-Oxley Act of 2002 are included as exhibits te this Form 10-K. -

We make available, Tfree of charge on our website, - our Annual Report on Form-
16-K, Quarterly Reports on Form 10-0, Current Reports on Form 8-K and amendments
to these. repeorts filed or furnished pursuant to Section 13(a) or 15{d] of the
Exchange Act, -as scon as - practicable after we electronically file these
documents . with, or furnish them teo, the SEC. ' These documents may be accessed
through our website at www.frontier.com  under “Iavestor Relations.” The
information posted or linked on our website is not part of this rsport.

We also make available on our website, or in printed form upon reguest, free of
charge, our Corporate Governance Guidelines, Code of Business Conduct and
Ethics, and the charters for the Audit, Compensation, and Nominating and
Corparate Governance committees of the Board of Diregtors. Stockholders may
raquest  printed coples of these materizls by writing to: 3 High Ridge Park,
Stamford, ‘Connecticut 063905 Attention: Corporate Secretary. Our website addrass
is www.frontier.com. .

Itam 1&, Risk Factors

Before you make an  investment declsion with respect Lo ocur securities, vyou
should carefully consider all the information we have included or incorporated
by reference in this Form 10-X and cur subseguent periodic filings with the SEC.
- In particular,” vyou should carefully consider the risk factors described bélow
and read the risks and uncertainties related to “forward-locking statements”™ as
set forth in the "Management's Discussion and Analysis of Financial Condition
and Results of- Operaticns” section of this Form 10-K. The risks and
uncertalnties described below are not the only ones Tfacing our company.
Additional risks and uncertainties ‘that are not presently known fo us or that we
currently deem immaterial or that are not specific to us, such as general
economic conditions, may also adversely affect our business and operations. The
following risk factors should be read in "conjunction with MD&A and the
consolidated financial statements and related notes included in this report.

Risks Related to Competition and OQur Industry

We face intense compseiiticn, which could adversely affect us.

The telecommunications industry is extremely competitive and
compatition is increasing. The traditional dividing lines betwesn long distance,
local, wireless, cable and internet service providers are becoming increasingly
blurred. Through mergers and variols service expansion strategles, services
providers are striving to provide integrited solutions both within and across
geographic markets. Our competitors include CLECs and other providers (or
potential prowviders) of services, such as internet service providers, or ISPs,
wirslass companies, neighboring incumbents, VOIP providers and cable companies
that may provide services competitive with the services that we offer or intend
to -introduce. Competition is intense and increasing and we cannot assure you
rhat we will be able to compete effectively. For example, at December 31, 2008,
we had 174,800 fewer access lines than we had at December 31, 2007, and we
‘believe wireless and cable telephony providers have increased their market share
in our markets. We expect to continue to lose access lines and that competition
with respect to all our products and services will increase.

We expact competition to intensify as a result of the entrance of new
competitors, penetration of existing competitors into new markets, changing
consumer behavior and the development of new technologies, products and services
that can be used in substitution for ours. We cannot predict which of the many
possible future technologies, products or services will be important to maintain
our competitive position ar what exzpenditures will be required to develop and
provide these technologies, products or services. Our ability to compete
successfully will depend on the success and cost of marketing efforts and on our
ability to anticipate and respond to varlous competitive factors affecting the
industry, including & changing regulatory environment that may affect ocur
competitors and us differently, new services that may be introduced, changes in
consumer preferences, demographic trends, economic conditions and pricing
strategles by competitors. Increasing competition may reduce our revenues and
increase our marketing and other costs as well as require us to increase our
capital expenditures and thereby decrease our cash flow. .
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Some .of our competitars have supericr resources, which may place us at & -
cost and price disadvantage.

Some of our current and potential competitcrs have market presence,
engineering, technical and marketing capabilities, and financial, perscnnel and
other resources Substantially qreater than curs. In addition, some of ocur ’
competitors can raise capital at z lower cost than we can. Consequently, some
competitors may be able te develop and expand thelr communications and network
infrastructures more gquickly, adapt more swiftly teo new or emerging technolegies’
and changes in customer requirements, take advantage of acquisition and other
cpportunities more readily and devore greater resources to the marketing and
sale of their products and services than we can. Additieonally, the greater brand
name recognition of some competlitrors may require us to price our services at
lower levels in order to retain or obtain customers. Finally, the cost
advantages ©f some competitors may give them The abllity te reduce their prices
for an extended period of .time if they sc choose.

Risks Related to- Cur Businass

Decreases in certain types of our revenues will impact ocur profitability.

Qur business has experienced declining access lines, switched access
minutes of use, long distance prices, Federal and state subsidies and related
revenues because of economic conditions, increasing competition, changing
consumer behavior (such as wireless displacement of wireline use, email use, _
instant messaging and increasing use of VOIP}, technology changes and regulatory
constraints.  Our access lines declined 7% in 2008, and 6% in 2007 (excluding the
accéss lines added through our acquisitions of Commeonwealth Telephcne -
Enterprises, Inc. (Commonwealth or CTE) and Global Valley MNetworks, Inc. and GVN
Services. {together GVN)). These factors are likely to cause our local network
service, switched network access, long distance and subsidy revenues to continue
to decline, and these factors, together with increased cash taxes may cause our
cash generated by operations to decrease.

A significant pertion of our revenues ($285.0 million, or 13% 4in 2008)
is derived from access charges paid. by IXCs for services we provide in
originating. and terminating intrastate and interstate traffic. The amount of
access charge revenues we receive for these services is regulated by the FCC and
state regulatory agencies.

We may be unable to grow our revenue and cash flow despite the initigtives
we have implemented.

We must produce adeguate cash flow that, when combined with funds
avallakle under our revelving credit facility, will be sufficient to ssrvice our
debt, fund our capital expenditures, pay our taxes and maintain our current
dividend policy. We expect that our cash taxes, which increased significantly in
2008, will contlnue teo increase in 2008 due to our expectations of -continued
profitability and the effects of fully utilizing our federal net operating loss
carrvforwards and Alternative Minimum Tax (AMT) tax credit carryforwards that
ware generated in prior years. We have implemented several growth initiatives,
including increasing our marketing promotion/expenditures and launching new
products and services with a focus on areas that are growing or demcastrate
meganingful demand such as wireline and wireless High-Speed Internst, the DISH
satellite television product and our Faace of Mind computer iechnical support.
We cannot assure vou that these initiatives will improve our financial position
or our resulits of operations.

We may complete a significant strategic transaction that may not achieve
intended results and/or increase our outstanding shares and/or debt or result in
a change of control.

We continuously evaluate and may in the future enter into strategic
transactions. Any such transaction could happen at any time, could be
material to our business and could take any number of forms, including, for
example, an acquisition, merger or a sale of all or substantially all of our
assets. ’ ’

Evaluating potential transactions and integrating completed cnes may divert
management's . attention from cordinary operating matters. The success of these
and other potentlial transacticns will depend, in part, on cur ability to
realize the anticipated ' synergies, c¢ost savings and growth opportunities
through the successful integration of the businesses we. acquire with our
existing business. Even if we are successful integrating acquired businesses,
wa cannot assure you that these intsgrations will result in the realization
of ‘the full benefit of the:anticipated synergies, cost savings or growth
epportunities or that these benefits will be realized within the expected
time frames. In addition, acguired businesses may have unanticipated
liabilities or centingencies,

If we complete an acquisitien, investment or other strategic transaction
we may reguire additicnal financing that could result in an increase in the
number of our outstanding shares and/cr the aggregate amount of ocur debt. The
number of shares of our common stock and/or the aggregate principal amount of
our debt that we may issue mav be significant. A strategic transaction may
result in 'z change in control of our company or octherwise materially and
adversely impact cur business..
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Weak .economic conditions may decrease demand £0r our services. .

We could be-.sensitive to the ongoing recession. Downturns in the
aconomy and competition in our markets could cause some of our existing
customers to reduce or eliminate their purchases of our basic and enhanced
services, High-Speed Internet and video services and make it difficult for us to
obtain new customers. In addition, current economic conditions ceculd cause our
customers to delay or dlscontinue payment for our services. ’

Disrupticn in our networks and infrastructure may cause us Lo  lose
customers and incur additional expenses. '

To attract and retain customers, we will need to continue to provide

‘them with reliable service owver our networks. Some of the risks to our networks
and infrastructure include physical damage to access lines, security breaches,
capac¢ity . limitations, power surges or outages, software defects and disruptions
bayond our control, such as natural disasters and acts of terreorism. From .time
to time in the cordinary course of kusiness, we experience short disruptions in
our service due to factors such as cable damage, inclement weather and service
failures of ocur third party service providers. We could experience more-
significant disrupticns in the future. We could also face disruptions due. to
capacity limitations if changes in our custemers’ usage patterns for our
High~Speed Internet services result in a significant increase in capacity
utilization, such as through increased usage of video or peer-to-peer file
sharing applications. Disruptions may cause interruptions in service or reduced
capacity for customers, either of which could cause us to lose customers and
incur additional expenses, and thereby adversely affect cur business, revenue
and cash flows. : ’

Our business is sensitive to the creditworthiness of our wholesale
customers. '

We hawve substantial business relationships with cther
telecommunicaticns carriers for whom we provide service. While bankruptcles of |
these carriers have net had a material adverse effect on our business in recent
vears, futuré bankruptcies in ocur industry could result in our loss of

-significant customers, more price competitien and uncollectible accounts
receivaple. Such bankruptclies may e more likely in the future, given the
ongoing recassion. As a result, our revenues and results of operations coulid be
materially and adversély affected. -

A significant portion of our workforce is unionized, and if we are unable
o reach new agreements before our current labor contracts expire, cur uniconized
workers oould engage 1n strikes or other labor actions that could materially
disrupt our ability to provide services to cur customers.

. Az of December 31, 2008, we had approximately 5,700 active emplovees.
Lpproximately 2,800, or 51%, of these employees were represented by unions
subject to collective bargaining agreements. Of the union-represented employees,
approximately ‘1,400, or 49%, have collective bargalning agreements that expire
in 2009, We cannot predict the oubtcome of negotiations for these agreements. If
we are unable to reach new agreemants, unicn employees may engage in strikes,
work slowdowns or other labor actioms, which could materially disrupt our
ability to provide services. New labor agreements may impose significant. new
costs on us, which could adversely affect our financial condition and results
of operations in the future.

Risks Related to Liguidity, Financial Resources and Capitalization

The recent severe contraction in the global financial markets and. ongoing
recession may have an impact on our business and financial conditien.

Diminished availability of credit and liquidity due to.the recent
severe contraction in the glebal financial markets and ongoing recession may
impact the financial health of the Company's customers, vendors and partners,
which in turn may negatively impact the Company's revenues, operating expenses
and cash flows. In addition, although we believe, based on information available
to us, That the financlal institutions syndicated under our revolving credit
facility would be able ko fulfill their commitments to us, given the current
econemic environment and the recent severe contraction in the glopal financial
markets, this could change in the future.
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As a result of negative investment returns and ongoing benefit
. paymants, -the Company's pension olan assefs have declined from $822.2 million at
Decemper 31, 2007 o $589.8 million at December 31, 2008, a decrease of 3232.4
millicn, or 28%. This decrease reprasents a decline in asset value of $162.9
million, or 20%, and benefits paid of $69.5 million, or 8%. The decline in
pension plan assets did not impact olur results of operations, liquidity or cash
flows im 2008, However, we expect that dur pension expense will increase in 2009
and that we may be required to make a cash contribution to our pension plan
beginning in 2010, ) i : .

The Company has significant debt maturities in 2011 when approximately
$1.1 billjon of our debt matures. Historically, the Company has refinanced its
debt obligations well in advance of scheduled maturities. Given the current
credit environment, our ability to access the capital markets may be restricted,
our cost of borrowing may be materially higher than previous debt issuances
and/or we may not be able to borrow on terms as favorable as those in our
current debt instruments.

Substantial debt and debt service obligations may adversely affect us.

We have a significant amcount of indebtedness, which amounted to $4.7
billion at December 31, 2008. We may also obtain additional long-term debt and
working capital lines of credit to meet future financing needs, subject to
certain, restrictions under the terms of our existing indebtedness, which would
increase our total debt.

The significant negative conseguences on our financial condition and
results of operations that could result from our substantial debt include:

* limitations on,cur ability to obtain additional debt cor equity

financing, particularly in light of - the currant credit
anvironment;
* instances in which we are unable to meet the financial coveénants

contained in our debt = agreements or to generate cash suificient
to make vrequired debt payments, which circumstances have the
potential of accelerating the maturity of some or all of our
outstanding indebtedness;

* the allocation of a substantial portion of our cash flow from

operations to service our debt, thus reducing the amount of our -

cash flow available for other purposes, including operating
costs, capital expenditures and dividends that could improve our
competitive position, results of gperations-or stock price;

* regquiring us to sell debt or equity securities or te sell some of
our core assets,  possibly orn unfavorable terms, to meet payment
obligations; :

* compromising our flexibility t¢e plan for, or react to,
competitive challenges 1in cur business and The  communications
industry: and

* the possibility of ocur being put at a competitive disadvantage
with competitors who do not have as much debt as us, and
competitors who may be in a more favorable position to access
‘additional caplital resources.

We wili require substantial capital to upgrade and erhance cur operations.
4 .

Replacing or upgrading our infrastructure will result in significant
capltal expenditures. If this capital is not availlable when nesded, cur business
will be adversely affected. Increasing competition, offering new services,
improving the capabilities or reducing the maintenance costs of cur plant may
cause our capital expenditures to increase in the future. In addition, our
ongoing annual dividend of $1.00 per share under our current policy utilizes a
significant portion of our cash generated by operations and therefore limits our
operating and financial flexibility and our ability to significantly lncrease
capital expenditures. While we believe that the amount of ocur dividend will
allow for adeguate amcunts of cash flow for capital spending and other purposes,
any material reducticn in cash generated by operations and any increases in
capital expenditures, interest expense or cash taxes would reduce the amount of
cash generated by operations and avallable for payment. of dividends. Losses of
access lines, the effects of increased competition, lower subsidy and access
ravenues and the other factors described above may readuce our cash generated Dy

. operations and may reguire us to lncrease capital expenditures. In addition, we
expact our cash paid for taxes, which increased significantly in 2008, will
continue to increase in 200%.
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Risks Related to Regulation

The access chargs revenues we recelve may be reduced at any time.

A significant geortion of our revenues (5285.0 million, or 13% in 2008}
is derived from access charges pald by IXCs for services we provide in
originating and terminating intrastate and interstate trafiic. The amount of
access charge revenues we receive for these services is regulated by the FCC and
state regulatory agencies. )

The FCC is considering proposals that may significantly change
interstate, intrastate and local intercarrier compensation, When and how these
propoged changes will be addressed are unknown and, accordingly, we are unable
to predict the impact of future changes on our results of operations. However,
future reductions in cur access revenues will directly affect cur profitability
and cash flows as those regulatory revenues do not have assoc1ated variable
eXpenses.

Certain states have open proceedings to address reform te access
charges and other intercarrier compensation. We cannot predict when or how these
matters will be decided or the effect on ocur subsidy ¢r access revenuses. In
addition, we have been appreached by, and/or are invelved .in formal state
proceedings with, various carriers seeking reducticons in intrastate access rates
in certain states. Certzin of these claims have led to. fermal complaints Lo the
state PUCs.. A material reduction in the access revenuas we receive would
adversely affect ocur financial results.

We are reliant on support funds provided under federal and state laws.

We receive a portion of our zeveaue {5119.8 million, or 5%, in 2008 and
3130.0 million, or 6%, in 2007} from federal and state subsidies, including the
federal high cost fund, federal local switching support fund, federal universal
saervice fund surcharge and various state funds. The FCC and state regulators are
currently considering a number of proposals for changing the manner in which
eligibility for federal and state subsidies is determined as well as the amcunts
of such zubsidies. Altheugh the FCC issued an order on May 1, 2008 to cap CEIC
receipts from the high cost Federzl Universal Service Fund, which we believe is
a positive first step to limit the rapid growth of the fund, the . CETC Cap will
only remain in place until the FCC takes additional steps. We cannot predict
when the FCC will take additional actions or the effect ‘of any such actioms on
our subsidy revenue.

The federal high cost fund is cur largest source of subsidy revenue
lapproxinately $20.8 million in 2008). We currently expect that as a result of
both an increase in the national average cost per loop and a decrease in our
cost structure, there will be a decrease in the subsidy revenue we earn in 2008
through the federal high cost support fund.

In addition, approximately $37.1 million; or 2% of our revenue
rapresents a surcharge to customers (local, long distance and IXC) which is
remitted to the FCC and recorded as an expense in “other operating expenses.”

Our c¢ompany - and industry are highly regulated, imposing substantizal
compliance costs and constraining our ability to .compete in our target markets.

. As an incumbent, we are subject to significant regulation from Federal,
state and local authorities. This regulation restricis our ability to change cur
rates, especially on our basic services, and imposes substantial compliance
costs on us. Regulation constrains our ability to compete and, in some )
jurisdictions, it may restrict how we are able to expand our serxrvice offérings.
In addition, changes to the regulations that govern us may have an adverse
effect upon our business by reducing the allowable fees that we may charge,
‘imposing additional compliance costs, or otherwise changing the nature of our
operations and the competition in our industry.

Customers are permitted to retain their wireline. number when sw1tch1nq
to another service provider. This is likely to increase the number of ocur
customers who decide to disconnect thelir service from us. Other pending
rulemakings, iacluding those relating teo intercarrier compensation, uniwversal
sarvice and VOIP regulations, could have a substantial adverse impact on our
operations.
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Risks Related to Technology

In the future as competirion intensifies .within our markets, we may be
unakble to meet the technclogical needs or expectations of cur custeomers, and may
lose customers a&s a result. : ’ . .

The telecommunications industry.is subject to-significant changes in
technolegy. If we do not replace or upgrade technology and eguipment, we will -be
unable to compete effectively because we will not be able to meet the needs or
expectations of our customers. Replacing oxr upgradvng our infrastructure could
result in significant capital expenditures. :

Tn addition, rapidly changing technolegy in the telecommunications
industry may influence our customers to consider other service providers., For
example, we may be unable to retain customers who decide to replace their
wireline telephone service with wireless telephone service. In addition, VOIP
technelogy, which operates an broadband. technolegy, now provides our competitors
with a low-cost alternative to provide véilce services to our customers.

Item 1B. Unresclved Staff Commehts

None.

Ttem 2. Properties

our principal corporate offices are located in leased premises at 3 High Ridge
Park, S3tamford, Connecticut 06%03.

Operations support oifices are currently located in leased premises at 180 South
Clinton Avenue, Rochester, New York '14646 ‘and at 100 CTE Drive, Dallas,
Pennsylvania 18612. Call center support offices are currently located in leased
premises at 14450 Burnhaven Drive, Burnsville, innesota 55306 and 1398 South
Woodland Blvd., Deland, Florida 32720. In addition, we lease and own _space in
our coperating markets throughout the United States.

Our telephone properties incliude: connecting lines between customers' premises
and the central offices; c¢entral office switching . aquipment; fiber-optic and
microwave radic facilities; buildings and land; and customer premise egquipment.
Thne connecting lines, = including aerial and underground cable, condult, poles,
wires and microwave equipment, are located on public streets and highways or on
privately owned land. We have permission to use these lands- pursuant to local
governmental consent or lease, permit, franchise, easement or other agreement.

" Item 3. Legal Proceedings

Ronald A. Katz Technology Licensing LP, filed suit against us for patent
infringement on June &, 2007 in the U.S5. . District Court for the District of
Delaware. Katz Technolegy alleged that, by opersting automated telephone
systems, including customer service aystems, that allow our customers to utilize
telephone calling cards, order internet, DSL.and dial-up services, and perform a
variety of account related tasks such as billing and payments, we had infringed
13 of - Katz Technology's patents and continued to - infringe three of Katz
Technolegy's patents. Katz Technology sought unspecified damages resulting from
our alleged infringement, as well as a permanent injunction enjoining us from
tontimuing the alleged infriangement. Katz Technology subéequently filed a
tagealong notice with the Judicial Panel on Multi-District Litigation, notifying
them of this action and its relatedness to In re Katz Interactive Dial
Processing Patent Litigation (MDL Neo. 1816}, pending in the Central District of
california before Judge R. Gary Klausner. The Judicial Panel on Multi-District
Litigation transferred the case to the Central District of California. This case
was settled on November 20, 2008 for an amount that was not material to the
Company. As part of the settlement, the Company agreed to pay for z nonexclusive
license under a comprehensive  portfolio of patents that Katz Technology owns
relating to  interactive - wvoice applications. The case was dismissed, with
prejudice, in December 2008,

We are party to various legal proceedings arising in the normal course of our
business. The outcome of individual matters is not predictable. However, we
believe that the ultimate resolution of all such matters, after considering
insurance coverage, Wwill not have 2 material adverse effect on our financial
pasition, results of operations, or our cash flows.

Ttem 4. Submission of Matters to a Vote of Security Holders

None in. fourth quarter of 2008.

)
wr

Source; FRONTIER COMMUNICAT, 10-K, February 27, 2009



‘Executive Officers.of the Registrant

 OQur Executive Officers as of Februéry 1, 2009 were:

‘Mame . Age Current Pgsition and Officer
Mary Agnes Wilderotter 54 Chairman of the Board, President end Chief Executive Officer
Donald R. Shassian . 53 Executive Vice President and Chief Financial Officer .
Hilary E. Glassman ) 18 Senior Vice President, Geneiral Counsel and Secretary
Peter B. Hayes 51 . Executive Vice President Sales, Marketing and Business Development
Robert J. Larson : 49 Senior Vice President and Chief Accounting Officer
Daniel J. McCarthy 44 Executive Vice President and Chief Operating Qfficer
Cecilia K. McKenney 46’ Executive Vice President, Human Resources and Call Center Sales & Servi
Melinda White . 43 Senior Vice President and General Manager, New Business COperations

Theré is no family .relationship between directors or executive officers. The
term of cffice of each of the forageing officers of Frontier will centinue until
the next annual meeting of the Board of Directors and until a successor has been
elected and gualified. . .

MARY AGNES WILDEROTTER has been with Frontier 'since - Hovember .2004. She was
elected President and Chief Executive Officer in November 2004 and Chalrman of
the Board in  December 200%. Prior to jeoining Frontier, she was Senior Vice

resident — Worldwide Public Sector of Microsoft <Corp. from February 2004 o
Novembar 2004 and Senlor Vice President = Worldwide Business Strategy of
Microsoft Corp. from 2002 to 2004.  Befcore that she was President and Chief
Executive QOfficer of Wink Communications from 1837 £o 2002,

DONALD R, SHASSIAN. has been with Frontier since April 2006. He is currently
Executive Vice President and Chief Financial Officer. Previously, he was Chief
Financial - Cfficer from April 2006 to February 2008.. Prior te joining Frontier,
Mr. Shassian had been an independent consultant since 2001 primarily providing
M&A advisory services to several organizations in the communications industry.
In his role as independent consultant, Mr. Shassian also served as Interim Chief
Financial Officer of the Northeast region of Health Net, Inc. for a short period
of time, and assisted in the evaluation of acguisition, disposition and capital
raising oppertunities for several - companies in the communications industry,
including AT&T, Consolidated Cemmunications and smaller companies in the rural
local exchange business. Mr. Shassian is a certified public accountant, and
served for 5 years as the Senior Vice President and Chief Financial Officer of
Southern New England Telecommunications Corporation and for more than 16 years
at Arthur Andersen. ’ :

HILARY E. GLASSMAN has been with Frénmtier since July 2005. Prior to Joining
Frontier, from February 2003, -she was assoclated with Sandler  O'Neill &
Partners, ‘L.P., an investment bank with a specialized financial institutions
practice, first as Managing - Director, Assoclate General Counsel and then as
. Managing Director, Deputy General Counsel. From February 2000 through February

2003,  Ms. Glassman was Vice President and General Counsel of Newview
Technologies, Inc. [(formerly e-3teel Corporation}, a privately-held software
COmMpPany. :

PETER B. HAYES has keen with Frontier sinee February 20035, ¥e is currently

Executive Vice President, Sales, Marketing and Business Development, Previcusly, .
he was Senior Vice President, 3Sales, Marketing and Business . Devzlopment. from

February 2005 to December 2005. Prior to jeining Frontier, he was asscclated

with Migrosoft Corp. and served as Vice President, Public Sector, Europs, Middle

Easi, Africa from 2003 to 2005 and Vice President and General Manager, Microseft

U.5. Governmeni from 19%7 to 2003.

ROBERT J. -LARSON has been with Frontier since July 2000. He was elected - Senior

Vice President and Chief Accounting 0fficer of Frontier in December 2002.

Previously, he was Vice President and Chief Accounting Officer from July 2000 to-
December 2002. Prior to Joining Fromtier, he was Vice President and Controller

of Cenfury Communications Corp.

DAMIEL J. McCARTHY has been with Frontier since December 1330, He is currently
Executive Vice President and Chief Operating Officer. Previously, he was Senior
Vice President, Field Operations from December 2004 to December 2005. He was
Senior Vice President Broadband Operations from January 2004 to December 2004,
President and Chief Operating Officer of Electric Lightwave from January 2002 to
Dacember 2004, President and Chief Operating Officer, Public Services Sector
from November 2001 to January 2002, Vice President and Chief Operating Cfficer,
Public Services Sector from March 2001 to November 2001 and Vice President,
Citizens Arizona Energy from April 1988 to March 2001.
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CECITTA K. McKENNEY has.been with Frontier since February 20086. She is currently
Executive Vice President, Human - Resources and Call Center Sales & Service.
Previcusly, she was Seniory Vice President, Human Rescurces from February 2006 to
February 2008. Prior to joining Frontier, she was the Group Vice President of
Headquarters of Human Rescurces of The Pepsi Bottling Group (PBG) from 2004 to
2005. Previously at PBG Ms, McKenney was the Vice President, Headquarters Human
Resources frem 2000 to 2004. : ’ .

MELIMDA WHITE has been with Fraontier since January 2005. She is currently Senior
Vice President and General Manager of New Business Operations. Previously, she
was Senior Vice President, Commercial Sales and Marketing from January 2006 to
.Octcber 2007, Ms, White was Vice President and General Manager of Electric
Lightwave from January 2005 to July 2006. ~ Prfor tc joining Frontier, she was
Executive Vice President, Naticnal Accounts/Business Development for Wink
Communications  from 1996 to 2002. From 2002 to 2005, Ms. White pursued a career
in music.
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PART 11

Item 5. Market for Registrant's Common Eguity, Related Stockholder Matibers and

Issuer Purchases of Equity Securities

PRICE RANGE OF COMMON STOCK

Our.commen stock is traded on the New York Stock Exchange under the symbol FTR.
The following table indicates the high and low prices per share during the
periods indicated. -

2008 2007
High Low High Low
First Quarter : $ 12.84 - $ 9.75 $ 15.58 $ 13.82
Second Quarter 5 11.5%6 - % 10.01 $ 16.05 $ 14.80
Third:Quarter 5 12.%4 § 11.14 $ 15.62 $ 12.50
Fourth Quarter $ 11.80. § 5.33 $ 14.54 $ 12.03

As of January 30, 2009, the approximate number of security holders of record of
our cemmon stock was 24,517. This information was obtained from our transfer
agent, Illinois Stock Transfer Company.

. DIVIDENDS

The amount and timing of dividends pavable on our common stock are within the
sole discretion of our Roard of Directors. Commencing with the third guarter of
2004, we instituted a regular annual cash dividend of $1.00 per share of common
stock to be "paid  quarterly. Cash dividends paid to sharsholders were
approximately $318.4 million, $336.0 million and $323.7 million inm 2008, 2007
and 200&, respectively. There are no material restrictions on our ability to pay
dividends. The table below  sets forth dividends paid per share during the
‘periods indicated.

2008 2007 2006
First Quarter $ 0.25 $ 0.25 5 0.25
Second Quarter $ 0.25 5 0.25% 5 0.25
Third Quarter 5 0.2% 5 Q.25 5 0.25
Faurth Quarter 5 0.25 5 0.25 5 0.25

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



STOCKACLDER RETURN PERFGRMANCE . GRAFH
The following performance .graph comparas the cumulative total retufn of our

commen  stock to the $&P 500 Stock Index. and to the $54P Telecommunications
Services Index for the five-year pericd commencing December 3L, 2003.

[GRAPH]

The graph assumes that'sldo was investaed.on December 31, 2003 in sach of our’

common stock, the 8&P 500 Stock Index and tThe $5P Telecommunications Services
Index zand that all dividends were reinvested.

INDEXED RETURNS

Base Years Ending
Pariod . .
Company / Index 12/03 12704 12/05 12/06 12/07 12/08
Frontier Communicaticns Corperation 100 133.18 127.45 161.02 152.92 115.46
S&P 500 Index 100 110.88" 116,33 13470 142.10 89.53
119.85 113.11 154.73 173,21 120.40

SgP Telecommunications Services . 100

The foregoing performance . graph and reiated information shall not be deeined
"soliciting material™ or to be "filed" with the SEC, nor shall such information
be incorporated by reference into any future filings under the Securities Act of
1533 or the Securities Exchange Act of 1834,  each as amended, except to the
extent we specifically incorporate it by reference into such filiag.

RECENT SALES OF UNREGISTERED SECURITIES, USE OF PROCEEDS FROM REGISTERED
SECURITIES ' ) o '

Nene in fourth guarter of 200B.
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ISSUER PURCHASES OF ZQUITY SECURITIES

- Maximum
) Approximate
Total Wumber of =~ Dollar Value of
Shares Purchased Shares that
. - : as Part. of May Yet Be
Total Number Average Publicly Purchased
) of Shares Price Paid per  Announced Plans. Under the Plans
Period ' : Purchased Share or Programs or Programs
Cctober 1, 2008 to October 31, 2008
Share Repurchase Program {1} © 327,700 $ 11.¢60 327,700 5 -
Employee Transactions {2) ) - 3. - N/a N/a
Movember 1, 2008 to November 30, 2008
Share Repurchase Program {1) : - $ - - s -
Employee Transactions (2{ - - 3 - . N/R . N/A
December 1, 2008 to December 31, 2008
Share Repurchase Program (1) - 5 - - 5 -
Employee Transacticns (2) 223 $ B.83 ) - N/A N/A
Totals October 1, 2008 to December 31, 2008 ) )
Share Repurchase Program (1) 327,700 $ 11.60 327,700 g -

Employee Transactions (2) . 223 $ B8.8&3 w/a . N/A

{1y In February 2008, our Board of Directors -authorized us to repurchase up to
5200.0 million of our common stock. in public or private transactions  over
the following twelve  month period. This share repurchase program commenced
on March 4, 2008, -and was completed on October 3, 2008. :

{2) TIncludes restricted shares withheld (under the terms of grants under
employee stock compensation plans) to offset minimum tax withholding
obligations that occur upon the westing of restricted shares. The Company's
stock compensation plans provide that the value of shares withheld shall be
the average of the high and low price of the Company's common stock on the
date the relevant transaction occurs.
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Tiem 6. Selected Financial Data

The following tables . present selected historical consolidated financial
information of Frontier for the pericds -indicated. The selected historical
consolidated financial information of Freontier asof and for each of the five
fiseal vears in the periocd ended December 31, 2008 has been derived from
Frontier's historical consolidated financial statements. The selectad historical
consclidated -financial information as of December 31, 2008 and 2007 and for the
three years ended December 31, 2008 is derived <{from the aundited historical
consolidated finan¢ial statements of Frontier included .elsewhere in this Form
10-K. The selected historlcal .conselidated financial information as of December
31, 2006, . 2005 and 2004 and for the years ended ' Recember 31, 2005 and 2004 is
derived from '~ the audited historical consclidated financial statements of

Frontier not included in this Form 10-K.

{$ in thousands, except per share amounts) ) Year Ended December 31,

2008 2007 2006 2005 2004
Revenue (L1} - § 2,237,018 $ 2,288,015 § 2,025,367 - § 2,017,041 § 2,022,378

Income from continuing operations - 5 182,660 & - 214,654
Net income . s 182,660 b1 214,654
Bagic¢ income per share of common stock

from continuing cperations § © g.58 g .65
Earnings ayailabie for common shareholders per

basic share . 3 0.58 S 0.65
Earnings available for common shareholders per

diluted sharse £ Q.57 3 0.65
Cash dividends declared {(and paid) per common

share g 1.00 3 1.00

B35
2008 2007

Total assets - 5 6,888,676 3 7,256,088
Long~term debt ) § 4,721,685 $ 4,736,897
Shareholders' equity 3 519,045 3 997,899

{1 Operating results include activities from ocur Vermont Electric segment for
three months of 2004, and for Commonwszlth from the date of ifs acguisition

on March 8, 2007 and for GVMN from the date of its acquisiticn on
31, 2007,

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009

October

§ 254,008 $ 187,342 & 57,064
] 344,555 B 262,375 S 72,150
g 0.7% § 0.56 S 9.1¢
§ 1.07 § 0.a0 g 0,24
$ 1.66  § 0.60 3 0.23
$ 1.60 § 1.00 3 2.50
of December 31,
2006 2005 Z004

$ 6,797,536 % 6,427,567 $°6,679,898
S 4,467,086 $ 3,985,130 § 4,262,658
$ 1,058,032 $ 1,041,809 3 1,362,240



Item 7. Management's Discussion and Analysis of Financial Condition and

Resuylts of Operatichs

. Ferward-Locoking Statements

This annual report on Form 10-K contains forward-looking statements that are
subject to risks and uncertainties that could cause  actual rwesults to differ
materially from those expressad or implied in the statements. Statements that
are not historical facts are forward-locking statements made pursuant to the
safe harbor provisions of The Private Securities Litigation Reform Act of 1885.
Words such as "believe," Manticipate,”™ "expect™ and similar expressions are
intended to identify forward-looking statements.. Forward-looking statements
fincluding oral representations) are only predictions ¢r statements of current
plang, which we review continucusly. Forward-looking statements may differ from
actual future resulis due to, but not limited to, and our future results may ke
materiaily affected by, any of the follewing possikilities:

* Reductiens -in the number of ocur access lines and High-Speed Internet
subscribers: - :
* The effects of competition. from cable, wireless and other wireline

carriers {(through voice over internet pretocel (VOIP) or otherwise];

* Reductions in switched access revenues 'as a result of regulation,
competition and/or technology substitutions:

* The effects of yreater than anticipated competition requiring new
pricing, marketing strategles or new product offerings and the risk
that we will not raspond on a timely or profitable basis;

* The effects of changes in both general and local .econcmic -conditions
on the markets we serve, which can impact demand for our products and
services, customer purchasing decisions, cellectability of revenus and
required lewvels of capital expenditures related to aew construction of
residences and- businesses;

* Our abkility to effectively manage service quality:

* Our ability to successfully introduce new product offerings, including
our ability to offer bundled service packages on terms that are both
profitable to us and attractive to cur customers;

* Qur ability to sell enhanced and data services 1n order to offset
ongoing declines in revenue from local services, switched access
services and subsidies;

x Changes in accounting policlies or practices adopted wvoluntarily or as
required by generally accepted accounting principles or regulators;

* The effects of ongeing changes in the requlation of the communicatiocns
industry as a result of federal and state legislation and requlatiocn,
including potential changes in state rate of return limitations on cur
earnings, access charges and subsidy payments, and regulatory network
upgrade and reliabllity reguirements;

* Our ability to effectively manage our operations, operating expenses
and capital expenditures, to pay dividends and to reduce or refinance
cur debt;

* Adverse changes in the credit markets and/or in the ratings given to

our-debt securities by nationally accredited ratings organizations,
- which could limit or restrict the availability of, and/or-increase the
cost of financing;

* The effects of bankruptcies and home foreclesures, which could result
in increased bad debts; ’

* The effects of technological changes and competiticn on our capital
expanditures and product and service offerings, including the lack of
assurance that our ongoing network improvements will be sufficient-to
meet or exceed the capabilities and gquality of competing networks;

* The effects of increased medical, retiree and pension expenses and
related funding requirements;
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* Changes in income tax rates, tax laws, reguliations or rulings, and/or
faederal or state tax assessmenis; .

* Further declinas in the value of our pensiocn plan assets, which could
regquire us to make contributions to the pension: plan beginning in
20104 .

* The effects of state regulatory -cash managément policiss  on our
ability to transfeér cash among cur subsidiaries and to the parent
COmpany;

* Our ability te successfully renegotiate union contracts expliring in

2009 and thereafter;

* Our’ability to pay a $1.00 per common -share dividend annually, which
may be affected by our cash flow from operations, amcunt of capital
expenditures, debt service -requirements, cash paid for income taxes
{which will increase in 2009} and cur ligquidity:

* The effects of significantly increased cash taxes in 2002 and
thereaftery - - :
* The effects of any unfavorable outcome with respect to any of our

current or futuré legal, governmental or regulatory proceedings, -
audits or disputes;

* The possible . impact cof adverse changes in pelitical or ofher external
factors over which we have no control;. and

* The effects of hurricanes, ice storms and other severe weather.

Any of the foregoing events, or other events, could cause financial information
to vary from management's . forward-looking statements included in this repoxt.
You should consider these important factors, as well as the risks set forth
under Item lA&. "Risk Factors" above, in evaluating any statement in this report
on Ferm 10-X or otherwise made by us or on our behalf. The following information
is unaudited and should be . read in conjunction with the consclidated financial
statements and related notes included in this report. We have no obligation to
update or revise these forward-looking statements.

Overview

We are a full-service communications provider and one of the largest exchangs
telephone -carriers in the country. OCn July 3L, 2006, we sold our competitive
local exchange carrier (CLEC), Electric Lightwawe, LLC (ELI). We accounted for
ELI as a discontinued operation in our consolidated statements of operations. On
March 8, 2007, we completed the acgquisition of Commonwealth Telephone
Enterprises, Inc. (Commcawealth or CTE}, which included a small CLEC component.
This acquisition = expanded our prasence in Pennsylvania and . strengthened our
position as a leading full-service - communications provider to rural markets. On
Octobar 31, 2007, we completed the acquisition of Glebal Valley Networks, Incg,
©and GVN Services (together GVN}, which expanded our presence in California and
also strengthened our rural position. As of December 31, 2008, we operafed in 24
states with approximately 5,700 employess.

Competition in the  telecommunications. industry is intense and ‘increasiang. We
experience competition from many telecommunications service providers, including
cable operators offering VOIP products, wireless carriers, long distance
providers, competitive local exchange carriers, internet providers and other
wireline carfiers. We pelieve that as of December 31, 2008, approximately 65% of-
the households in our territoriss had VOIP as an available service option from
cable operators. We also believe that competition will continue to intensify in
2009 and may result in reduced revenues. Our business experienced a decline in
access lines and switched access minutes in 2007 and 2008, primarily as a result
of competition and business downsizing., We also experienced a reduction in
revenue in 2008 as compared to 2007. . .

The recent severe contracticn in the global filnancial markets and ongoing
recession may be impacting consumer behavior to reduce household expenditures by
not purchasing our services and/or by discontinuing some or all of our services.
These trends are likely to continue  and may result in a challeaging revenue
environment. These factors could alsec result in increased delinguencies and
bankruptcies and,. therefore, -affect our ability to collect money owed o us by
residential and business customers.

We employ a number of strategies to combat fhe competitive pressures and changes
to consumer behavior noted above. Our strategles are focused in the felleowing
areas: customer retention, " upgrading and up~selling 'services to our existing
customer base, new custamer gqrowth, win backs,  new product deployment, and
operating expense and capital expenditures reductions.
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‘We hope to achieve our customer retenticn goals by bundling services around the
local access line and providing exemplary customer service. Bundled services
include High-Speed Internet, unlimited long distance calling, enhénced telephone
feature and video offerings. We tailer these services to the peeds of our
residential and business customers in the markets we serve and continually
evaluate fhe introduction of new and complementary products and services, .which
can also be®' purchased separately. Customer retention is also enhancéd by
offering .one, two and three year price protection plans where customers commit
T a term in  exchange for pradictable pricing and/or promotional offers.
Additionally, we are focused on enhancing the customer experience as we beliesve
exceptional customer service will differentiate us from our competition. Our
commitment - to providing exemplary custemer sService is  demonstrated by the
expansion of our customer services hours, shorter scheduling windows for in-home
appointments . 2nd the. implementation of call reminders and follow-up calls for
sarvice appointments. In addition, due to a recent realignment and restructuring
of approximately 70 local area markets, those markets are now operated by local
managers with responsibility for the customer experience, as well as the
financial results, in those marksis.

We utilize targeted and innovative promotions to. sell new customers, including
those moving into ‘our territory, win back previcusly lost customers, upgrade and
up-sell existing customers a varlety of service offerings including High-Speed
Internet, wvideo, and enhanced long distance and feature packages in order to
maximize the average revenue pser access line ({wallet share) paid to Frontier.
Depending upon market and economic conditions, we may offer such promoticns to
drive sales in the future. :

Lastly, we are focused on introducing a number of new products that our
customers desire, including unlimited long distance minutes,. bundles of long
distance minutes, wireless data, Ainternef portal advertising and the "Frontier
Peace of Mind"™ product suite. This last category is a suite of products aimed at
managing the total communications and persenal computing experience for our
customers. The Peace of Mind preoduct and services are designed {0 provide value
and simplicity to meet cur customers' ever-changing needs.. The Peace of Mind
product and services suite includes services such as an  in-home, full
installation of our high-speed product, two hour appointment  wiandows for the
installation, hard drive back-up services, enhanced help desk PC suppoft and
inside wire maintenance. We offer a portion of our Peace of Mind services,
including hard drive back-up services and éenhanced help desk 2C support, both to
our customers and to other users inside and outside of our service territories.
Rlthough we are optimistic = about the opportunities provided by each of these
initiatives, we can provide no assurance about thelr loag-term profitability or
impact. on .revenie.

We believe that the combination of offering multiple products and services to
our customers pursuant to price protection programs, billing them on a single
bill, .providing supericor customer 'service, and being active ia our local
communities will make our customers more loyal to us, and will help us generate
new, and retain existing, customer revenue.

Revenues from data and internet services such as High-Speed Internet continue to
increase as a percentage of our total revenues and revenues from services such
as local line and access charges (including federal and state . subsidies) are
decreasing as a percentage of our total vrevenues, Federal and state subsidy
revenue was $119.8 millien in 2008, or 5% of cur revenues, down from $130.0
million in 2007, or 6% of our revenues. We.expect this trend to continue in
200%. The decreasing revenue from traditional scurces, along with the potential
for increasing operxdting c<osts, could czuse cur profitablility and our cash
uqenerated by operations {o decreass.
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(a) Liquidity and Capital Rescurces

As of De¢ember 31, 2008, we had cash and cash equivalents aggregating $163.6
million. OQur primary source of funds continved to be cash generated from
operations. For the year ended December 31, 2008, we used cash - £low from
operations, incremental borrowings and cash on hand to fund all of our investing
and financing activities, including dsbt repayments and stock repurchases.

We believe our operating cash flows, existing casnh balances, and revolving
credict facility will be adequate to finance our working capital requirements,
fund capital expenditures, make required debt payments throagh 2009, pay taxes,
pay dividends to our stockholders in accordance with our dividend policy and
support our short-term and long-term operating strategies. ~However, a number of
factors, -including but oot limited to, increased cash taxes, losses o access
lines, increases in competition, lower subsidy and access revenues and the
impact of the -current economic. environment - are expected &to reduce our cash
generated by operatiocons. In addition, although we believe, based on information
avallable to us, that the financial institutions syndicated under our revolving
credit - facility would be able to fulfill their commitments to us, given the
curregnt economic environment and the recent severe conbtraction in the glcbal
financial markets, this could change in the future. Further, the current credit
market turmoil and our below inwvestment grade credit rabings may make it more
difficult and expensive to rafinance our maturing debt, although we do not have
any significant maturities until 2011. We have approximately: $3.9 miilion and
$7.2 million of debt maturing in 2009 and 2010, respectively.

Cash Flow provided by and used in Operating Activities

Cash provided by operating activities declined $82.4 million, or 10%, for 2008
as compared to- 2007. The decline resulted from a drop in operating income, as
adjusted for non-cash items,  lower investment income, a decrease in accounts
payable and an increase in current income tax expendituras. These declines wers
partially offset by a decrease in accounts receiwvable that peositively impacted
our cash position as compared to the prior year.

We have 'in recent vears paid relatively low amounts of cash taxes. We expect
that in 2009 and beyond our cash taxes will increase substantially, &s our
federal net operating. loss. carryforwards and AMT tax credit carryiforwards are
axpected fo be fully utilized. We paid §76.9 million in cash taxes during 2008,
and expect to pay approximately $30.0 million to $110.0 millicn in 200%. Our
200% cash tax estimate reflects the anticipated favorable  impact of bonus
depreciation that is part of ths econemic stimulus package signed into law by
President Obama.

Cash Flow used by and provided from Investing Activities

Acquisitions

Oon March 8, 2007;_ we acquired Commenwealth In a cash-and-stock taxable
transaction, for a tetal consideration of approximately $1.1 billion, We paild
5804.1 million in cash ($663.7 million net, after cash acquirad} and issued
commen stock with a value of approximately $249.8 million.

Tn connection with the acquisiticn of Commonwealth, we assumed $35.0 million of
debt under a reveolving credit facility and $§1%1.82 mniliion face. amount of
Commonwealth convertible notes {fair value of $209.6 million}, BPuring March
2007, we paid down the $35.0 million credit ‘facility., We retired all of the
Commonwealth notes as of December 31, 2008.

On Cctober 31, 2007, we acquired GVN for a total cash consideration . of $62.0
millicon. ’

Rural Telephone Bank-

e received approximately §64.6 million in cash from the dissolution of the
Rural Telephone Bank {RTB) in April 2006, which resulted in the recognition of a
pre-tax gain of approximately $61.4 million during the second guarter of 2008,
as reflected in investment. income in the consolidated statements of operations
for the year ended December 31, 2006, Our tax net operating losses were used fo
absorb the cash liability for taxes.

Sale of ELI

During 2006, we sold ELI, our CLEC business (including its associated real
astate), for 3255.3 millicn in cash plus the assumption of approximately 354.0
million in capital lease chbligaticns.

23

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Capital Expenditures

In 2008, our capita expenditures were $288.3 million. We.continue to closely
scrutinize all of our capital projects, emphasize return on investment and -focus
our capital expenditures on areas and services. that have the grestest
dpportunities with respect to revenue growth and cost.reducticn., We anticipste
capital expenditures of approximately $250.0 mifllion to $270.0 millicn for 2009,

Cash Flow used by and provided from Financing Activities

In 2008, we retired an aggregate principal amount of $144.7 million of debt,
consisting of $128.7 mwmillion principal amount of our 2.25% Senior MNotes due
2011, $12.0 million of other senior unsecured debt and rural utilities service
loan coniracts, and $4.0 million of 5% Company Obligated Mandatorily Redsemable
Convertible Preferred Securities (EPPICS)

In 2007, we retired an aggregate principal amount of $%67.2 million of debt,
including $3.3 million of EPPICS,  and $17.8 million of 3.25% <Commonwealth
convertibie notes that were converted into our commen stock., On April 26, 2007,
we redeemed $495.2 million principal amount of our 7.625% Senior Notes due 2008
at a2 price of 103.0413% plus accrued and unpald interest. During the first
quarter of 2007, we borrowed and repaid $200.0 million wutilized to temporarily
fund the acquisition of Comménwealth, ' and we paid ~down the $35.0 million
Commonwealth credit facility. Through December 31, 2007, we retired $183.3
million face amount of Commonwealth convertible notes for which we paid $185.4
million in cash and $36.7 million in common stock. We 'also paid down $44.8
million of .industrial development  revenue bonds and $4.3 million of rural
utilities service loan contracts.

In 2006, we retired an aggregate principal amount of $251.0 million of debt,
including - 515.9 millicn of EPPICS. that were converted into our common stock.
During the first quarter of 2006, we entered into two debt-for-debi exchanges of
our debt securities. As a result, 547.5 million of our 7.625% notes due 2008
ware exchanged for - approximately $47.4 million of our 9.00% notes due 2021.
During the fourth gquarter of 2006, we entered into four debt-for-debt exchanges
‘and exchanged §157.3 million of our 7.6253% nctes due 2008 for $14%.% million of
our 9.00% notes due 2031, The 3.00% notes are callable on the same general terms

"and gonditioms as the 7.625% notes exchanged. o cash was exchanged in these
transactions. Bowever, with respect te the first quarter debt exchsdnges, a
non-cash pre-tax loss of approximately $2.4 million was recognized in accordance
with EITF No. 96-19, "Debtor's Accounting for a Modification or Exchange of Debt
Instruments, " which is included in other income {loss), net.

On June 1, 2006, we retired at par our entire $175.0 million principal amcunt of
7.60% Debentures due June i, 2006. On June 14, 2006, we repurchased $22.7
millien of our 6.75% Senicr Notes due ARugust 17, 2006 at a price of 100.181% of
par. On Bugust 17, 2006, we retired at par the $2%.1 million remaining »halance
of the 6.75% Senior Motes.

We may from time to time repurchase our debt in the open market, through tender
offers, exchanges of debt securities, by exercising rights to call or in
privately negotiated transactions. We may alse refinance existing debt or
exchange existing debt for newly ilssued debt obligations.

Issuance of Debt Securities

On March 28, 2008, we borrowed $135.0 million under a senior unsecured term loan
facility that was established on March 10, 2008, The lozn matures in 2013 and
bears interest based on the prime rate or London Interbank Cffered Rate (LIBOR},
at our election, plus a margin which varies depending .on our debt leverage
ratio. We used the proceeds to repurchase, during the first gquarter of 2008,
$128.7 million priacipal amount of cur 9.25% Senior Notes due 2011 and to pay
for the $6.3 million of premium on early retiremeni of those notas.

On March 23, 2007, we issued in a private placement an aggregate $300.0 million
principal amount of 6.625% Senior Notes dus 2015 and $450.0 million principal
amount of 7.125% Senior Notes due 201%. Proceeds from the sale were used to pay
down $200.0 million principal amount of indebtedness incurred on March 8, 2007
under a bridge loan facility in connection with the acquisition of Commonwealth
and redeem, on April 26, 2007, $495.2 million principal amount of cur 7.625%
Senior MNotes due 2008. In the second quarter of 2007, we completed an exchange
offer (to publicly register the debt) for the $750.0 million in total of private
placement notes descriked above, in additicn fo the $400.0 million principal
amount of 7.873% Senior Notes due 2027 issued in a private placement on Decembexr
22, 2006, for registered notes.
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On December 22, 2006, we issusd in 2 private placement, $400.0 millicn principal
amount of 7.875% Senior Notes due January 15, 2027. Proceeds from the sale were
used to partially finance our acduisiticn of Commonwealth. These notes were
axchanged for registered securitiss, as described zbove.

"In December 2006, we borrowed $150.0 million under a senior unsecured term loan
agresment, The loan matures in 2012 and bears interest based on an average prime
rate-or LIBOR, at our election, plus a margin which varies depending on our debt
leverage ratic. We used the proceeds to partially £inance our acguisition of
Commonwealih.

EPPICS
As of December 31, 2008, there.was no EPPICS related debt outstanding to third
parties.. The following disclosure prowvides the history regarding this issuance.

In 1396, our consolidated wholly owned subsidiary, Citizens Utilities Trust (the
Trust}, issued, in an underwritten - public offering, 4,025,000 shares of 5%
Company Obligated Mandatorily . Redeemable = Convertible Preferred Securities due
2036. {Trust Convertible Preferrsd Securities or EPPICS), representing preferred
undivided interssts in the assets of the Trusi, with a liquidation preference of
$50 per security -{for a total liquidation amount of $201.3 million). These
securities had an adjusted conversion price of $11.46 per share of ocur common
stogk, The conversion price was reduced from 513.30 to $11.46 during the third
quarter of 2004 as a result of the $2.00 per share of common stock special,
non-recurring dividend. The procesds from tne l1ssuance of the Trust Convertible
Prefarred Securities and a Company capital contribution were used to purchase
$207.5 million aggregate. liguidaticen amount ©f 5% Partnership Ceonvertible
Preferred Securities due 203¢ from another wholly owned consolidated subsidiary,
Citizens Utilities Capital L.P. (the Partnership}. .The proceeds from the
igsuance of the Partnership Convertible Preferred  Securities and a Company
capital contribution - were used to purchase from us $211.3 miliion aggregats
principal amount of 5% Convertible Subordinated Debentures due 2036. The sola
assets of the Trust were the Partnershnip Convertible Preferred Securities, and
our Convertible Subcordinated Debentures were substantially all the assets of the
Partnership. Our cbligations under the agreements relating to the issuances of
such securities, taken together, constituted a full and unconditional guarantee
by us of the Trust's' obligations relating to the Trust Convertible FPreferred
Securities and the Partnership’s obligations relating to the Partnership
Convertible Preferred Securities.

In accordance with the terms of the issuances, we paid the annual 5% interest in
quarterly installments on the Convertible - Subordinated Debentures in 2008, .2007
and 2006. - Cash was paid {(net of invgstment returns) to the Partnership . in
payment of the interest on the Convertible Subordinated Debentures. The cash was
then = distributed by the Partnership to the Trust and then by the Trust to the
holders of the EPPICS.

As of December 3i, 2008, EPPICS representing a total principal amount of $197.8
million have been converted into 15,969,645 shares of our common stock. Thare
were . no outatanding EPPICS as of December 31, 2008. As a result of the
redemption of all outstanding  EPPICS as of December 31, 2008, the $10.5 million
in debt with related parties was reclassified by the Company against an
offsetting investment.

Interast Rate Management
On January 1%, 2008, we terminated all of our interest rate swap agreements
representing $400.0 millien noticonal =zmount of indebtednsss assoclated with our
~ Senior Notes due in 2011 and 2013, Cash proceeds on the swap terminations of
approximately 3$15.5 million were received in January 2008. The related gain has
been deferred on the consolidated balance sheet, and is being amortized inte
interest expense over the term of the assoclated debt. For 2008, we recognized
$5.0 million of deferred gain and anticipate wrecognizing an additional $3.4
million of deferred gain during 200%.

The noticnal amounts of fixed-rate indebtedness hedged as of December 31, 2007
were $400.0 million. Such contracts required us to pay variable rates of
interest (estimated average pay rates of approximately 8.54% as of December 31,
2007) and receive fixed rates of . interast (average receive rate of 8.50% as of
December 31, 2007). All swaps were accounted for under SFAS No. 133 {as amended)
as fair value hedges. -For 2007 and 2006, the interest expense resulting from
these interest rate swaps totaled approximately 352.4 million and $4.2 miliion,
respectively.

Credit Facility

As of December 31, 2008, we had available lines of credit with seven {financial
instituticns in the aggregate amount of $250.0 million and there were no
cutstanding standby letters of credit issued under the facility. Asscoclated
facility fees wvary, depending on our debt leverage ratic, and were 0.223% per
snnum as of December 31, 2008. The expiration date for this $250.0 million five
year revolving credit agreement is May 18, 2012. During the term of the credit
facility we may borrow, repay and reborrow funds subject to customary
conditions. The credit facility is availlable for general corporate purpeses but
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may not be used to fund dividend payments. Although we beliave, based on
information available to us, that the financial institutions syndicated under
our credit facility would be able to ,fulfill their commitments, given the
current egconomic environment and the recent severe contracticon in the global
financial markets, This could change in the futars.

Covenants

agreements include the timely payment of principal and iaterest when due, the
maintenance of our corporate existence, keeplng proper books and records in
~accordance with U.S5. GAAP, restrictions on the allowance of liens on our assets,
and restrictions on asset sales and transfers, mergers and other changes in
corporate control. We currently have no restrictions on the payment of dividends
either by contract, rule or regulation, other than those imposed by the Delaware
General Corporation Law. However, we would be restricted under our credit
facilities from declaring dividends if an event of default has otcurred and is
continuing at the time or will result from the dividend declaration.

Qur $200.0 milliom term loan facility with the Rural Telsphene Finance
Cocperative (RTEC), which matures in 2011, contains a maximum leverage ratioc
covenant. Under the leverage ratic covenant, we are required to maintain a ratie
of (i) total indebtedness minus cash and cash equivalents in excess of §50.0
million to (ii} comsolidated adjusted EBITDA (as defined in the agreement} aver
the last four quarters no greater than 4.00 to 1.

Our $250.0 million credit facility, and our: $150.0 million and $135.0 million
senior unsecured term loans, sach contaln a maximum. leverage ratlie covenant.
Under the leverage ratic. covenant, we are required to maintain a ratic of (i}
total indebtedness minus cash and cash equivalents in excess of $50.0 millicn to
{ii} consgolidated adjusted EBITDA {as defined in the agreements) over the last
four quarters no greater than 4.50 to 1. Although all of these facilities are
unsecured, they will be.equally and ratably secured by certain liens and equally
and ratably guaranteed by certain of ocur subsidiaries if we ilssue debt that is
securad or guaranteed. ’ :

Our credit facilities  and certain  indentures® for our senicr unsecured debt
obligations limit our ability to create liens or merge or conselidate with cother
companises and our subsidiaries' ability te borrow funds, subject to lmpertant
exceptions and qualifications.

Az of December 31, 2008, we were in compliance "with all of our debt and credit
facility covenants.

Proceeds from the Sale of Equity Securities

We receive . proceeds from the i1ssuance of common stock upon the exercise of
options  pursuant to our steck-based compensation plans. For the years ended
Dacember 31, 2008, 2007 and 2006, we recelved approximately $1.4 million, $13.8
million and $27.2 million, respectiwvely, upon the exercise of outstanding stock
cptions.

Share Repurchase Programs
In February 2008, our Board of Directors authorized 'us to repurchase up to
$200.0 million of cur common stock in public or private transactions over the
following twelve month period. This share repurchase program commenced on March
4, 2008 and was' completed on October - 3, 2008. During 2008, we repurchased
17,778,300 shares of our common stock at an aggregate cost of $200.0 million.

in Febluary - 2007, - our Board of Directors authorized us to repurdhase - up to
$250.0 millicn of our common stock in public or private transactions ower the
following twelve month period. This share repurchase program commenced an March
19, 2007 and was completed on October 15, 2007. During 2007, we repurchased
17,279,600 shares of our common stock at an aggregate cost of $250.0 million.

In February . 2006, our Board of Directors authorized wus to repurchase up to
$300.0 millien of cur commen stock in pukblic or private transactions over the
following twelve=-month pericd. This share repurchase program commenced on March
&, 2006. During 2006, we repurchased 10,189,300 shares of our common stock at an
aggregate cost of approximately $135.2 million. MNeo further purchases were made
prior to expliration of this authorization.

Dividends

quarterly dividend will be impacted by our ability to generate cash from
operations., The declarations and payment of future dividends will be at the
discretion of our Beard of Directors, and will depend upon many factors,
including our financial condition, rasults of operations, growth prospects,
funding requirements, applicable law, restrictions in our credit facilities and
cther factors our Board of Directecrs deems relevant.
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~ Off-Balance Sheet Arrangements

We do not maintain any off-balance sheet arrangements, transactions, obligations
or other relationships with uncensolidated entities that weould be expected to
have a materiazl current or future effect upon our financial statements.

Futurz Commitments

A summary of our future contractual obligations and commercizal commitments as of
December 31, 2008 is as follows:

Contractual Obiigations:

(% in thousands) : Payment due by period
________________ ) o Totaz-i_ © 2009 2016:2011 2012—2013 ) Thersafter
Loqg—term debt cbligations, o ) o S
excluding interest $ 4,732,488 § . 3,857 31,132,372 51,008,497 $ 2,586,755
Intefest on long-term debt . 4,507,391 357,600 676,162 484,675 2,978,954
Opgratlng leaﬁe'obligations. 66,500 22,654 21,499 12,781 9,566
Purchase'abligationﬁ 34,142 © 23,286 10,196 330 330
FIN Mo. 48 liability 48,711 1,493 34,433 12,780 5
Total $ 9,389,232 S 408,830 ___; 1,874,669 5 l:g30,063 $ 5,575,610

AL December 31, 2008, we have cutstanding performance letters of credit totaling
521.% million, . :

Divestitures

utilities services businesses, which  included gas, electric and water and
wastewater businesses. We have sold all of these properties. All of the
agreements  relating tec the sales provide that we will indemnify the buyer
against certain liabilities (typically 1liabilities relating toc events that
occurred pricr to sale), including environmental liabilities, for claims made by

specified dates and that exceed threshold amounts specified in each agreement

{see Note 24).

Discontinued Opsrations

On July 31, 2006, we sold our CLEC business, Electric Lightwave, LLC (ELI) for
5255.3 million ({including a later sale of associated real astate) in cash plus
the assumption of approximately $4.0 million in capital lease obligations. We
recognized a pre-tax gain on the sale of ELI of approximately $116.7 million.
Our after-tax ¢gain on the sale was $71.6 million. - Our cash liability fer taxes
as a result of the sale was approximately $5.0 million due to the utilization of
existing tax net operating losses on beth the Federal and state lewvel.

Critical Accounting Policies and Estimates

We review all significant estimates affecting our c¢onsolidated financial
statements on a recurring basis and record the effect of any necessary
adjustment  pricr to their publication. Uncertainties with ‘respect to such
estimates . and assumptions are inherent in the preparaticon of financial
statements; accordingly, it is possible that actual results could differ from
those estimates and changes to estimates could occur in the near term. The
preparation of our financial statements requires management to make estimates
and assumpticns that affect the reported. amounts of assets and liabilities at
the date cf the financial statements, the disclosure ¢f contingent assets and
liakilities, and the reported amounts of revenue and expenses during the
reporting pericd. Estimates and judgments are used when accounting for allowance
for doubtful accounts, impairment of long-lived assets, iIntangible assets,
depreciation and amortization, pension and cther postretirement benefits, income
taxes, contingencies and purchase price allocations among others.

Management has discussad the development and selection of these critical
accounting estimates with the Audit Committee of our Board of Directors and our
Audit Committee has reviewed our disclosures relating teo such estimates.
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Allowance for Doubtful Accounts

We maintain an allowance for estimated bad debts based on our estimate of
collectability of cur accounts receivable through 2 review of aging categories
and specific customer accounts. In 2008 and 2007, we had no "critical -éstimates”
ralated to telecommunications bankruptcias, -
Asset Impalrment ) ;

In 2008 and 2007, we had no "critical estimates" related to asset impairments.

Intangibles . ) . .

Our indefinite lived intangibles consist of goedwill and trade name, which
rasulted from the purchase of [LEC properties. We test for impairment of these
assets annually, or more frequently, as circumstances warrant. All of our ILEC
properties share similar economic characteristics and as a result, we aggregate
our four operating segments into one reportable segment. In.determining fair
value of goodwill during 2008 we compared the net book -value of the ‘reporting
units to. current trading. multiples of TLEC properties as well as trading values
of our publicly traded common stock. Additionally, we utilizsd a rangs of prices
to gauge sensizivity. Our test determined that fair value exceeded book value of
goodwill for each of ocur reporting units.

Depreciation and Amortization

The calculation of depreciation and. amortization expense is based on the
estimated economic useful lives of the underiying property, plant and equipment
and identifiable intangible assets. An independent study updating the estimated
remaining useful lives of our plant assets is performed annually. We adopted the
lives proposed in the  study effective Cctober 1, 2008. Our "compeosite
depreciation rate" increased from 3.5% te 5.6% as a result of the study. We.
anticipate depreciation expense of approximately $350.0 million to $370.0
million for 2009. We periodically reassess the useful life of our intangible
assets to determine whether any changes to those lives are required.

Pension and Other Postrebirement Benefits L
Our estimates of pension. expense, other postretirement benefits including
ratiree. medical benefits and related liabilities are ‘'ecritical accounting
estimates." We sponsor noacontributory defined benefit pension plans covering a
significant number of -current and former employeges - and other postretirement
benefit plans that provide medical,  dental, life insurance and other benefits
for covered retired employees and their beneficiaries and covered. dependents.
The pension plans for the majority of our current . emplcoyees are frozen. The
accounting results for pension and post retirement benefit costs and obligations
are dependent upch varlous.actuarial assumpticons applied in the determination of
- such-amounts. These actuarial assumptions include the fellowing: discount rates,
expected long=~term rate of return on plan assets, future compensation increases,
employee - turnover, healthcare cost trend rates, expected -retirement age,
optional form of benefit and mortality. We review these assumptions for changes
annually ~ with our independent actuaries. We consider cur discount rate and
expected long-term rate of return on plan  assets to be our most critical
assumptions.

The discount rate is used to valus, on a .present basis, our pension and
postretirement benefit obligation as. of the balance sheet date. The same rate is
also used in the interest cost componant of the pensicn and postretirement
penefit cost determination for the following year. The measurement date used in
the selection of our discount rate is the balance sheet date, OQur discount rate
assumption is determined anaually with assistance from cur actuaries based on
the pattern ¢f expected future bepefit payments and the prevailing rates
available on long-tezm, . high guality corpgrate bonds that approximate the
benefit obligation. In making this determination we consider, among other
things, the vields on the Citigroup Pension » Discount Curve, the Citigroup
Above-Madian Pension Curve, the general movement of interest rates and the
changes in thase rates from one period to the next. This rate can change from
year-to—-year based on market conditicns that impact coerporate bond yields. Our
discount rate was 6.50% at ysar-end 2008 and 2007,

The expected long-term rate of return on plan assets is applied in determining
the periodic pension and postretirement benefit cost as a reduction in the
computation of- the expense. In developing the expected long-term rate of return
assumption, we considered published surveys of expected market returns, 10 and
20 year actual returns of variocus major -indices, and our own historical 5 year,
10 year and .20 year investment returns., The expecied long-term rate of retura on
plan assets is based on an. asset  allocation assumption of 35% to 55% in fixed
income securities, 35% to 55% in equity securities and 5% te 15% in alternative
investments, We review our asset 2zllocation at least annually and make changes
when considered appropriate. Our - asset return assumption is made at the
beginning of our fiscal year. In 2008, we did not change cur expected longrterm
rate of return from the $.25% used in 2007. Our pension plan assebs are valued
at actual market value as of the measurement date.
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We expect that our pension and other postretirement benefit experses for 2009
will be $50.0 million to $55.0 million '{they were $11.2 million in 2008}, and
that - we may be required to’ make a cash contribution to our pension plan
beginring in 2010. N¢ contribution was made to our pension plan. during 2048,

Income Taxes . ) .
Our effective tax rates in 2006, 2007 and 2008 were approximately -at the
statutory rates. .

Contingencies L :

At December 31, 2006, we had a reserve of $8.0 million in connection with a
potential environmental claim in Bahgor, Maine. This claim was settled with a
payment ¢f $7.625.million plus additionazl expenses during the third guarter of
z007. ’ .

We currently do not have any contingencies in excess of $5.0 million recerded on
¥ ¥
our hbooks. :

Furchase Price Allocation - Commonwealth and GVN : .
The allocation of the approximate $1.1 billion paid to the “falr market walue™
of the assets and liabilities of Commonwealth 1s a critical estimate. We
finalized our estimate of the fair values assigned to plant, <customer list and
goodwill, &35 morse fully described in Notes 3 and 7 to the consclidated financial
statements. Additionally, the estimated expected life of a2 customer [used to
amortize the customer list} is a critical estimate.

tew Accounting Proncuncements

The following -new ~accounting standards were adopted by the Company in 2008
without any material financial statement impact. Rll of these standardsz are more
fully described in Nete 2sto the consolidated financial statements.

* Accounting for Endorsement Split-Deollar Life Insurance Arrangements

'Including an Amendment of FASB Statement No. 115 {SFAS No. 159}

* Bccounting  for Collateral Assignment Split-Dollar Life Insurance

Arrangements (EITF No. 06~10)

> Accounting for the Income Tax Benefits of Dividends .on Share-Based

Fayment Awards {(EITF bo. 06-11)

162)

The folleowing new accounting standards that will be adopted by the Company in
200% are currently being ewvaluated by the Company, but we do not expect their
adoption to have a. material impact on our financial position, results of
operaticns- or cash flows. : : - :

*. Fair Vaiue Maasurements (SFAS Ne. 157), as amended

* Business Combinations [(SFAS No. 141R}

* Nencontrolling Interssts in Consclidated Financial Statements (SFAS
wo. 160y T

* Determining .whether Instruments Granted in Share-Based Payment

Transactions are Participating Securities (FSP EITF 03-6-1)

* Employers' Disclosures about Postretirement Benefit Flan Assets (FSP

SFAS 132 (R)-1)
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(k) Results of Operaticns

Our historical results include the results of cperatiens of CTE from the date of

-its acquisition on Maxrch 8, 2007 and of GVN from the date of. its acguisition on
Cctober 31, 2007. Accordingly, results of operations for 2008, 2007 and 2006 are
not directly comparable as 2008 results reflect the inclusion of a full year of
cperations of CTE and GVN, whereas 2007 results reflect the inclusion of
approximately ten months of operations of CTE and of two months of operations of
GVN and 2006 results do not reflect the results of operations of CIE cor GVN.

REVENUE

Ravenue 1s generated primarily through the provision of local, netweork access,
long distance and data and internet services. 3uch revenues are generated
through . eithar a monthly recurring fes or a fee based on usage at a tariffed
rate and revenue recognition- is not dependent upon significant Jjudgments by
management, with the exception of a determination of & provisicn for
uncolilectible amounts.

Consolidated revenue for 2008 decreased $51.0 million, or 2%, te 52,237.0
million as compared to 2007. Excluding additicnal revenue attributable ‘to the
CTE and GVN acquisitions for a full year in 2008 and for a partial pericd in
2007, our revenue decreased $107.3 million dering 2008, -or 5%, as compared to
2007. During the first quarter of 2007, we had a significant favorable
settlemant of a carvier dispute that ‘resulted in a favorable one-time impact to
our revenue of $38.7 million. Excluding . the additicnal revenue due Lo the
cne-time .faverable settlement in the first quarter of 2007 and the additienal
revenue attributable to the CTE and GVM  acquisitions in 2008 and 2007, our
revenue for the year ended December 31, 2008 declined $68.6 million, or 3%, as
compared to.the prior vyear. This decline is a result of lower local services
revenue, subsidy revenue and switched access revenue, partially offset by a
.$37.3 million, or 8%, increase in data and internet services revenus, each as
described in more detall below, :

Consolidated revenue for 2007 increased $26Z.6 millior, or 13%, to $2,288.0
million as compared to 2006. . .Excluding the additional revenue attributable to
the CTE and GVN acquisitions in 2007, and the one-time favorable seitlement as
refarenced above in 2007, our rewvenue Tor 2007 was $1,982.7 million, & decrease
of $42.7 million, or 2%, ag compared to 2006, primarily  resulting from a
reduction of $3%.9 million in subsidies received from federal and state funds.

Change in the number of cur access . lines is one factor that is important to cur
ravenue and preofitability. W= have lost access lines primarily because of
competition, changing  c¢onsumer hehavior {including .wireless substitution),
econcmic conditions, ' c¢hanging ' technelegy and by some customers disconnecting
second lines when they add High-Speed Internet or cable modem servics. We lost
approximately 174,800 access lines (net), including 22,200 sacond lines, during
2008, but added approximately 57,100 High-Speed Internet subscribers {net)
during this same perled. . We expect to continue to lose access lines but to
increase - High-Speed Internef subscribers during 2009 (although not enough to
cffset access line losses). . -

While the - fumber of access lines are an Important metric {¢ gauge certain
revenue trends, it is not necessarily the best or only measure to evaluate the
business. Management believes that understanding diifferent compenents of revenue
is most important. For this reason, presented on page 33 is a breakdown that
categorizes revenue into customer revenue and regulatory revenue {switched and
subsicdy revenue). Despite the decline in access lines, our customer - revenue,

which is all revenme except switched access and subsidy revenue, also improved:-
by more than 1.3 percent in 2008 versus Z007. The average monthly customer
revenue per access line has improved and resulted in an increased wallet share,

primarily from residential customers. A substantlal further loss of access
lines, combined with increased competiticn and the other factors discussed
herein may cause our revenueg, profitability and cash flows to decrease in Z0095.

Our historical results include the results of operations of Commonwealth from
the date of.its acquisition on March 8, 2007 and of GVN from the date of its
acquisition ~on October 31, 2007. The financial tables below include a
comparative analysis of our results of operations or a historical basis for
2008, 2007 and 2006. We have also presented an analysis of each category for
2007 for the results of Frontier (excluding CTE and GVN) and the results of cur
acquisitions: CTE from March 8, 2007 through December 31, 2007, and the results
of GVN for the last two menths of 2007, as included in the consolidated results
of cperations. The figures in sach of the charts in this section for ZD07 relate
to Frontier legacy properties (excluding CTE and GVN!.
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REVENUE

2008 R 2007 = . 2005

(5 in thousands) . . Frontier -
——————————————— 3 . texcluding

Imount $ Change % Change Amount Rcquisitions CTE and GVN) %' thange % Change Amcunt
Lecal services $ 848,392 SVE_27,359) =3% % 875,762 5 95,137 K 780,565 ${29,019} -4 % 809,334
Data and internst . . . .

services 605,615 1,851 11% 543,764 58,934 484,830 50,621 14% 424,208

Access services 404,713 (74,749} -16% §78, 452 76,235 404,227 (18,732 =4% 427,952
Long distance services 182,559 2,034 1% 180, 525 27,070 . 153, 455 183 123 153,272
Directeory s=srvices 113,347 {1,239} -1% 114,586 1,264 113,322 {81l8) -1l 114,138
Other 82,391 {11,525 -12% 23, 918 13,908 ’ 80, 008 (16,197) =173 L96,205

52,237,018 § (50,997 -2% 52,288,013 § 266,608 52,021,407 3 (3,980} 0% $2,025,367

Local Services i .

Local services revemue for 2008 decreased $27.4 million, or 3%, to $848.4
million as compared to 2007, Excluding the additional local services revenue
‘attributable to the CTE and GVN  acguisitions £for 2008 and 2007, local servicss
revenue for 2008 decreased $547.8 million, or 6%, as compared teo 2007, primarily
due to the continued loss of access lines which accounted for $40.4 million of
the decline and a reduction in all other related services of §7.4 million,
Enhanced services revenue for 2008, excluding the impact of the CTE and GVN
acquisitions for 2008 and 2007, decreased $5.6 million, or 3%, as compared to
2007, primarily due to a decline in access lines and a shift in customers
purchasing cur unlimited woice communicaticns packages instezad of individual
features. Rate increases that were effective August 2007 resulted in a favorable
2008 impact of $3.0 million. ’ ’

Local - services revenue for 2007 increased $66.2 million, or B%, to $875.8
. millicn as compared to 2006. Excluding the additicnal local services revenue

attributable to the CTE and GVN acquisitions of 595.2 million -in 2007, - local

services revenue for 2007 decresased $29.0 million,. or 4%, to $780.6 millicn as

compared to 2006. The loss of access lines accounted for $28.7 million of this

decline in local services revenue, partially offset’ by rate increases in’
Rochester, New York on residential 1lines that became effective August 2006 and

2007, : :

Economic  ceonditicns and/or incresasing competition could make it more difficult
to sell our packages and bundles and cause us to increase our promotions aad/or
lower our prices for our products and services, which would adversely affect cur
revenus, profitability and cash flow.

Data and Internet Services .

Data and internet services revenue for 2008 increased $61.9 million, or 1i%, to
5605.6 million as compared to 2007. Data and.internet services revenue for 2008,
exclisding the additional data and internet services revenue attributable to the
CTE and GVN acquisitions for 2008 and 2007 increased $37.3 million, ~ or 8%, as
compared to 2007, primarily due to the overall growth in the number of data and
High-Spead Internet customers. As of December 31, 2008, the number of the
Company's High-Speed Internet subscribers increased by approzimately 57,100, or
11%, since December 31, 2007. Data and internet services alse includes reveanue
from data transmission services tc other carriers and high-volume commercial
customers with dedicated high-capacity. internet and ethernet circuits. . Revenue
from these dedicated high~capacity circuits, including the impact of $10.5
miilion attributable to the CTE and GVN acquisitions, increased $26.5 millicn in
2008, as compared to 2007, primarily due teo growth in the number cf those
circuits.

Data and internet services revenue for 2007 increased $119.6 millicn, or 28%, to
5543.8 million as compared to 2006. Excluding the additional data and internet
services revenue attributable to the CTE and GVN acquisiticns for 2007, data and
internet services revenue for 2007 increased $60.6 million, or 14%, as compared
to 2008, primarily dug te growth in the number of data and High-Speed Internet
customers. As of December 31, 2007, +the number of the Company's High-Speed
Internet subscribers increased.by approximately 66,700, or 17%, since December
31, 2006. Revenue from dedicated high-capacity circuits increased 319.8 million
in 2007, primarily due to growth in the number of those circuits.
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Access Services

Access services revenue for 2008 decreased -374.7 million, or 16%, to 5404.7
millicn as compared to 2007. Excluding the additional access services revenue
attributable to the CTE and GVN acquisitions for 2008 and 2007, access services
revenue for 2008 decreased $77.3 millicn, or 19%, as compared to 2007, far our
legacy Frontier operations. Switched access revenue for 2008, excluding the
unfavorable impact of the CTE and GVN acquisitions, decreassed $36.%8 million, or
20%, as compared to 2007, primarily.due to the setilement of a carrigr disputes
resulting in a favorable impact on our 2007 revernue of $38.7 million (a one-time
event), and the impact of a decline in minutes of use related to access line
losses and the displacement of minutes of use by wireless, email and other
communications services. Excluding the impact of that one-time favorable
settlement in 2007, our switched access revenue for 2003 declined by $18.1
million, or 7% from 20Q07. Access sServices revenue includes subsidy payménts we
raceive from federal and state agencies. Subsidy revenue for 2008, excluding the
additional subsidy revenune attributable tc the CTIE and GVN acguisitions in 2008
and Z007, decreased 3520.6 million, .or 16%, in 2008 to $104.1 million, as
compared to 2007, primarily due to lower raceipts under the Federal High Cost
fund program resulting from our reduced cost structure and an increase in the
program's Naticonal Average Cost Per Local Loop (MNACPL) used by the Federal
Communications Commission (FCC) te allocate funds among all reciplents. Subsidy
revenue in 2008 was alsc negatively impacted by $2.5 million in unfavorable
adjustments resulting from audits of the Fedéral High Cost Fund program.

Access services revenugs ror 2007 increased $51.5 million, or 12%, to $479.5
million as compared to 2006. Excluding the additional - access servicses revenue
attributable to the CTE znd GVN acqguisitions of $70.2 million in 2007, . access
services revenue for 2007 decreased 3318.7 million, or 4%, as compared to 2006,
Switched access revenue.of $284.6 million increased $21.2 million, or 8%, as
compared to 2006, primarily due to the setilement in the first guarter of 2007
of a dispute with a carrier resulting in a favorable impact on our ravenue in
2007 of $38.7 million (a one-time ewent), partially -offset by the impact of a
decline in minutes of use related to accass line losses. Subsidy revenue for
2007 of §124.7 million decreased $3%9.% million, or 24%, as compared to 2006,
primarily due to lower receipts under the Federal High. Cost Fund program
resulting from our raduced cost structure. and an increase in the program’s
NACPL, along with reductions in Universal = Service Fund (USF) surchargss due to

© the elimination ¢f high-speed internet unite from the USE calculation.

Many factors may lead to further increases in the NACPL, thereby resulting in
decreases in our federal subsidy revenue in the future. The FCC and state
requlators are currently considering a number of propeosals for changing the
manner in which eligibility for federal subsidies is determined as well as the
amounts of such . subsidies., ©n May 1, 2008 the FCC issued an order to cap
Competitive Eligible Telecommunications Companies {CETC) receipts from the high
cost Federal Universal Service Fund. While this order will have no impact on cur
current receipt  levels, we believe this 1s a positive first step to limit the
rapid growth of the fund. The CETC cap will remain in place uatil the FCC takes
additional steps towards needed reform.

The FCC is considering proposals that may . significantly change interstate,
intrastate ‘and local intercarrier compensation and would revise the Federal
Universal " Service funding and disbursement mechanisms. When and how these
proposaed changes will be addressed are unknown and, accordingly, we are uvnable
to predict the impact of future changes on our results of operations. However,
future reductions in our subsidy and access revenues will directly. affect our
profitability and cash flows as those regulatory revenues do not have assoclated
variable expenses.

Cartain states have cpen proceedings to address reform to intrastate access
charges and other intercarrier compensafion. We cannot predict when or how these
‘matters will be decided or the effect on our subsidy or access revenues. In
additien, we have been approached by, and/or are involved in formal state
proceedings with, various carriers sseking reductions in intrastzte access rates
in certain states.

Long Distance Services

Long distance services revenune for 2008 increased $2.0 million, or 1%, to $182.6
million as compared to 2007. Excluding the additional long distance services
ravente attridbutable to CTE and GVN acguisitions, long distance services revenue
in 2008 decreased 53.8 million, or 2%, as compared to 2007. Generally, ocur long
distance services revenue i3 trending slightly downward dus to a reduction in
the overall average revenue per minuke of use. During 2008, we actively marketed
.2 package of unlimited long distance minutes with our digital phone and state
unlimited bundled service offerings. The sale of our digital phone and state
untimited products, and their associated unlimited minutes, has resulted in an
increase in long distance customers, and an increase of 10% in the minutes used
by these customers. This has lowered our overall average rate per minute billed.

Long distance services revenue for 2007 increased $27.3 million, or 18%, te
$180.5 million as compared to 2006. Excluding the additional leng distance
services revenue attributable to the CTE and GVN acquisitions of $27.1 million
in 2007, long distance services revenue for 2007 was relatively unchanged as
compared to 2006, despite an increase of 13% in ocur long distance minutes of use
due to more customers selecting our unilimited minutes of use package.

our long distance minates of use increased during 2008 and 2007, as compared

with the prier years and, as noted below in network access expenses, has
increased our cost of services provided. At the same time, average revenue per
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minute of use has declined. -
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Our long distance services revenue has remained - relatively unchangsed, but may

decrease -in the - future due to lower rates and/or minutes of use. <Competing

services such as wirelass, VOIFP and cable telephony are resulting in a loss of ~

customers, minuies of use and further declines in the rates we 'charge our
customers. We expect these factors will - coniinue.to adversely affect our long
distance revenue in the future.

Directory Services . -
Directory services revenue for 2008 decreased $1.2 miilion, or 1%, to $113.3
million as compared to 2007. Excluding the additional directory services revenue
attributable +to the CIE and GVN acguisitions in 2008 and 2007, - directory

services . revenue for 2008 decreased 3$4.0 million, or 4%, as compared to 2007.

Directory servicés revenue in 2008 reflected lower revenues from yellow pages
advertising, mainly in Rochester, New York. .

Directory services revenug for 2007 increased $0.4 million to $114.6 million as
compared  to 2006, Excluding the additiocnal .directory services revenue
attributable to the CTE and GVN acquisitions of $1.3 million in 2007, dirsctory
_'services reveaue for 2007 decreased §0.8 million, or 1%, as compared to 2005,
reflecting slightly lower revenues from yellow pages advertising, mainly in
Rochester, New York.

Other : C

Other ~ revenue for 2008 decreased $11.5 million, or 12%, tc $82.4 million as
compared to 2007. Other revenue was impacted by a decreasé in equipment sales of
57.0 million, a decrease in service activation fee revenue of $3.3 million and
decreased "bill znd collect™ fse revenue of $3.2 million, partially offset by
highar DISH video -revenue of $3.3 million.

Other  revenue for 2007 decreased $2.3 million, or.2%, to $93.9- millicn as
comparad to 2006. Excluding the additional other revenue atfributable to the CTE
and GVN acquisifions of $13.9 million in 2007, other reveaue for 2007 decreased
$16.2 million, or 17%, as compared to 2006, primarily due te a §9.9 million
incrzase in bad debt expense, the impact of a $3.4 million reduction in’ revenue
for our free video promotions with a multi-year ‘customer commitment in some of
our markets, a decrease in service activation- biiling of $2.5 million and a
decrease of $1.8 millieon in wireless revenue from the Mohave Cellulzar Limited
Partnership.

OTEER FINANCIAL AND OPERATING DATA

As of < As of %

¥ ‘Az of
December 31, 2008 Change Decamber 31, 2007 Change December 31, 20086
Bccass lines:
Residential 1,454,268 -8% 1,58%,930 3% 1,476,802
Business . 309, 065 =5% 841,212 28% 549,772
Total access lines 2,254,333 =7% 2,429,142 14% 2,126,574
High~-Speed Internst (HSI]
subscribers 578,943 11% 522,845 392,184
Video subscribers 118,918 z8% 93,596 62,851
For the year ended December 31,
2008 5 Change % Change 2007 % Change 2006
Revenue:
" Résidential B 944,788 5 {13,687} =13 $ 958,452
Business g87,51¢% 37,419 4% B5J, 100
Total customer revenus 1,832,309 23,752 13 1,308,552
Regulatory (Access Services) 404,713 (74,749) -16% 479,462
Total revenue § 2,237,018 5 (50,297 =25 $ 2,283,015
Switched access minutes of use
(in milliens) in, 027 -5% 19,592 4% 10,227
Average monthly total revenue
par access line E 832,05 {1 4% -3 T3.94 (2) 3% § 77.25
Average monthly custoemer revenue

per access line 5 63.65 (L) 6% 5 £5.00 (1)

(1) For the'years-ended December 31, 2008 and Z007, the calculations exclude
CTE and GVN data.

{2} For the year ended December 31, 2007, the calculation excludes CTE and GVN
data and excludes the 538,7 millien favorable cne-time impact from the
first gquarter 2007 settlement of & switched access dispute. The amount is
$81.50 with the $33.7 millicn favorable one-time impact from the
settlement.
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CPERATING EXPENSES
METHORK RCCESS EXPENSES

2008 2007

2006

.{% in thousands} ’ . . . Frontier
——————————— mr— ’ texcluding

Amount § Change . % Changs Amount Acquisltions' CTE and GVN} % Changs %

Change

Amount

Hetwork access oL 0§ 222,013 3 16,229) =3% & 228,242 5 35,791 § 192,451

Wetwork access

Conselidatad network access expenses for 2008 decrsased $6.2 million, er 3%, to
$222.0 million as compared teo 2007 primarily due to decreasing rates resulting
from mere . efficient circuit reuting for our long distance and data products.
Excluding the additional network access axpenses attributable te the CTE and GVN
acquisitions for 2008 and 2007, network access expenses decreased $15.1 millien,
or 8%, in 2008 as compared te 2007. Excluding the additisnal network access
expenses attributable to the CTE and GVN acquisitions of $35.8 million in 2007,
network access expenses for 2007 increased 521.2 million, or 123%, as compared to
2006, primarily due to increasing rates and usage related to our long distance
product and our data backbone.

In the fourth quarter of 2008, we expensed 54.2 million of prometional costs for
Master Card gift cards issued to new High-Speed Internet customers entering inte
a two=year price protection plan and to existing customers who purchased.
additional services under a two-year price protection plan. In the first guarter
of 2008, we expensed $2.6 wmillion for a flat scresn television promoticn.
Bdditicnally, in the fourth quarters of 2007 and 2006, we expensed $11.4 millien
and $%.7 million, respeétively, of promoticnal cests associated with fourth
quarter High-Speed Internet promotions that .subsidized the "cost . of a new
personal computer or a new digital camera in 2007, and a new perscnal computar
in 2006, provided to customers entering into a2 multi-ysar commitment for certain
bundled services. . . .

A5 we continue to increase our sales of data” prodests such as  High-Spead

Internst. and expand the availability of our unlimited long distance calling

plans, our network accesg exupense may increase in the future. A decline in

expensas assoclated with access line losses, has offset some of the incraase.
OTHER' GPERATING EXPENSES

2008 4 2007

&

21,214

125

3 171,247

2006

t5 in thousands) Frontier
m——— texcluding
Bmount §-Change 3 Change Amount Acquisitions CTE and GVN)

$

Changs:

% Change

Amount

o

% $ 381,326 § 28,907 $ 352,412

A

Wage and benefit exzpenses 382,887 $ 2,561
severance and early .
ratirement cost 7,538 (6,278) -45% 13,874 - 13,3874
stock based compensation . 7,788 (1,234) -14% 3,022 -~ 8,022
1] other operating
EXpEnsEs 411,475 7,186 2% 404,273 72,086 (1) 332,193

E

{6,408)

6,681

(1,318}

(24,5907

$ 810,748 5 2,247 0% $ 805,501 & 100,993 $ 707,508

$

125; 635)

(1) Tncludes  $33.0 million of common corporate costs allocated to CTE

operations during 2007.

Consolidated other operating expenses for 2008 increased $2.2 million, to $810.7
million as compared to 2007, primarily the result of our: CTE and GVN
acguisitions which was largely offset by synergies and cost reductions relating
to the legacy Erontier operations,

Wage and benefit expenses ' -

Wage and benefit expenses for 2008 increased $2.6 million, or 1%, to $383.9
million as compared to 2007. Wage and kenefif expenses attributable to the CIE
and GVN acquisitions increased $10.2 million, or 35%, in 2008 versus 2007,
primarily due to the pension curtzilment gain of $14.4 millien recognized in
2007, as discussed helow. These additional costs were offset by a decrease of
$7.6 million primarily due to headecount raductions and associated decreases in
compensation and benefit costs attributable -to the integration of the back
cffice, customer service and administrative support functions of the CTE and GVN
operations acquired in 2007,

Wage and benefit expenses for 2007 increased $22.5 millien, or 6%, to $381.3
million as compared to 2006. Excluding the additional wage and beneflt expenses
attributable to the CTE and G¥N acquisitions of $28.% million in 2007, wage. and
benefit expenses for 2007 decresased $6.4 million, or 2%, as compared to 2006,
primarily due to headcount  reductiens and associated decreases in compensation
and benefit costs.
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Included in our wage and benefit expenses are pension and other postretirement
benafit expenses. The amounts for 2007 include ‘the costs for our CIE plans
acquired.in 2007 and reflect the positive impact of a pension curtailment . gain
of 514.4 million, - resulting from the freeze placed on certzain pension . benefits
of the former CTE non-unlon -employees. - Based on current assumptions and plan
zsset values, we estimate that our pension and other postretirement benefit
expenses (which were $11.2 willion in 2008), will be approximately $50.0 million
to $55.0 wmillion in 2009. Me contribution was made to our pensicn plan during
2008 and none is.expected to be made in 200%. Also, effective December 31, 2007,
the CTE Employees' Pension Plan was merged intoe the Fromtier Pension Plan.

A3 a result of negative investment . returns and ongoing benefit payments, the
Company's pension plan assets have declined from $822.2 million at December 31,
2007 to $589.8 million at December 31, 2008, a decrease of $232.4 million, or
2B%. This. decrease represents a decline in asset value of $162.9 million, or
20%, ang" benefits paid of $6%.5 million, or 8%. The decline in pension plan
agsets did not impact cur results of operations, - liquidity or cash flows in
2008. However, we expect that ocur pension.expense will iacrease in 2002 and that
we will be required to make a cash contribution to our pension plan beginning in
2010.

Severance and early retirement costs

Severance and early retirement ceosts for 2008 decreased $6.3 million, or 45%, as
compared to 2007. Severance and early . retirement costs of $7.6 million in 2008
include charges recorded in the first half of 2008 of $3.4 millien ‘related to
employee early retirements and terminations. for 42 Rochester, New York
employees. Additional severance costs of $4.0 million were recorded in the
fourth quarter of 2008, including. 51.7 million of enrhanced early retirement
pensicn benefits related to 55 smployees.

Severance and early retirement costs of $13.9 million in 2007 include a third
quarter charge of approximately $512.1 million related to initiatives to enhance
customer . service, streamline operations and reduce costs. Approximately 120
positions were eliminated as part of this 2007 initiative, most of which were
filled by new employees at our . remaining call «centers. In addition,
approximately %0 f£ield operations employees agreed to participate in an early
retirement program and another 30 employees from a variety of functions left the
Company in 2007.

Severance . and sarly retirement costs for 2007 increased $6.7 millicn, or 93%, as
compared  to 2008,  primarily due teo the 2007 charge of approximately  $12.1-
miilion related to dinitiatives to enhance customer service, streamline
operations and reduce costs, as discussed akove.

Stock based compansation
Stock based compensation for 2008 decreased $1.2 million, or 14%, as compared to
2007 due to reduced costs associated with stock units and stock options.

Stock based compensation for 2007 decreased $1.3 million, or 13%, as compared to
2006 due to reduced costs Assoclated with stock options, since fewer stock
option grants remained unvested as compared to 2006,

All cther operating expenses

All other coperating expensas for 2008 increased $7.2 million, or 2%, to $4I11.95
million as comparad te 2047, primarily due to the additional expenses
attributable to the CTE and GVN acquisitions of $10.C million in 2008 versus
2307, as 2008 includes a full year of expenses for CTE and GVN while 2007
included approximately ten months of costs for CTE and two months of costs for
GVN. OQur purchase of CTE has snabled us to realize cost savings by leveraging
our centralized back c¢ffice, customer service and administrative support
functions over a larger customer base. .

A1l other operating expenses for 2007 increased $47.5 million, or 13%, to $404.3
million as comparad to 2006. Excluding the additional expenses athiributable to
the CTE and GVN. acquisitions of $72.1 million in 2007, all other operating
expenses for 2007 decreased $24.6 million, or 7%, as compared to 2006, primarily
due- o the allecation of common corporate costs over a  larger base of
.operations, which now includes CTE. Additionally, our USF contribution rate and
PUC fees decreased from 2006, resulting in a reduction in costs of $13.1 million
in 2007. An increase in consulting and other outside services of $11.7 million
for 2007 offset some of the decrease in sxpenses noted above.
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DEPRECIATION AND AMORTIZATION-EXPENSE

2008 = 007 . Z00%
(% im thousands) . Frontier
e {excluding
Amount § Change - ¥ Change Amount Acguisitions CTE and GV} $ Changs % Change - Amount
Dapreciztion expense $ 379,490 3 5,055 1% $ 374,435 § 45,280 $ 329,145 3120, 961) -6% 3 350,107
Amertization expense 182,311 10,890 BT 171,421 45,042 {1) 128,379 (1) 126,380
. $ 581,801 & 15,945 3% $ 545,855 $ 50,331. 3 455,525 {20,982} -4%

{1) Represents dmortization expense related to the customer base acguirad in the
CTE and GVN. acguisiticns, and t{he Commonwealih trade name. Our assessment of the
value cf The customer base and trads name, and associated expected useful life,
are based upon management =sstimate and independent appraisal. ’

Depreciation and amortization expense for 2008 increased 515.9 million, or 3%,
to §561.8 million as comparsd to 2007. Excluding  the depreciation and,
amortization expense. for 2008 and 2007 attributable to the CITE and GVN
acqguisitions, depreciation and amortization expense for 2008 decreased $10.7
million, or 2%, as compared teo 2007, primarily due te a declining aet asset base
for our legacy Frontier properties, partially offset by changes in the remaining
useful lives of certain assets. An independent . study updating the estimated
remaining useful lives of cur plant assets is performed.annually. We adopted the
remaining useful lives proposad in the study effective October 1, 2008. Our
"composite depreciation - rate"™ increased from 5.5% to 5.6% as a result of the
study. We anticipate depreciation expense of approximately 35350.0 million to
5370.0 million and amortization expense of $113.% million for 2008.

Congclidated. depreciation and amortization expense for 2007 increased $69.4
million, or 153%, to $545.9 miiliion as compared to 2008 as a result cof our 2007
acquisitions of CTE and  GVN. Excluding the impact of the CTE and GVN
acquisitions, depreciation expense for 2007 decreased $521.0 million, cr 6%, as
compared to 2006 due to a declining net asset pase partially offset by changes
in the remaining useful lives of certain assets.

INVESTMENT INtCME/OTHER INCOME (LOSS}, NET / INTEREST EXPENSE /
INCCOME TAX EXPENSE

2008 . : 2007 ' 2006

Frontier
{excluding
Amount $ Change % Change Amount Acquisirions CTE and GV} $ Change % Change Emount
investment income 5 14,504 % (21,277) -59% s 39,781 5 402 5 35,379 5 144,057 =55% § 79,438
other income (less), ’
net 3 (5,170} % 12,903 1% 5 (17,833) 5 4,879 5 122,811) $ (25,818 -859% $ 3,007

Intersst expense $ 362,634 5 (18,062} -5% 5 380,696 ] {260} . 5 380,9%¢6 5 42,510 13% $ 336,348
Incoms tax expense 5 106,495 § (21,518} ~17% $ 128,014 5 27,013 % 101,001 5 (35,478} -26% $ i3e, 479

Investment Income

Investment income for 2008 decreased $21.3 million, or 3%%, to $514.5 million as
compared .to 2007, primarily due to a decreass of 522.1 million in income £rom
short-term investments of cash and cash equivalents due to a lower investable
cash balance.

Investment income for 2007 decreased $43.7 million, or 55%, to $35.8 million as

compared to 2006. Excluding the investment income attributable to the CTE and .
GVN acquisitions "of $0.4 million, investment income for 2007 decreased $44.1

million, or 55%, a3 compared to 2006, primarily due to the $64.6 million in

proceeds received in 2006 from the RTB liguidation and dissolution, partially

offset by an increase of $10.8 millicn in income from short-term investments of

cash and lower minority interest in joint ventures of $2.3 millien.

We borrowed $550.0 million in December 2006 in anticipation of the Commonwealth
acquisition in 2007. . Qur average cash bkalances were $177.5 miilion, $5%4.Z
million and $429.5 millicen for 2008, 2007 and 2006, respectively.

Other Income (Loss), net

Other income {leoss), wnet for 2008 improved $12.7 million, or 71%, to $(5.2)
million as compared to 2007. Other income (loss), net improved in 2008 primarily
due to a reduction in the loss on  retirsment of debt of $11.9 million and the
54.1 million expense of a bridge loan fee recorded during the first guarter of
2007.

Other income (loss), net Tor 2007 decreased $20.8 million to ($17.8) million as
compared to 2006. Excluding -the other income attributable to the CTE and GVN
acquisitions of $5.0 million, other income (loss}), net for 2007 decreasad $25.8
million to [322.8) million as compared to 2006, primarily due to the premium
paid of $18.2 million on the early retirement of debt during 2007 and a bridge
loan fee of $4.1 million.
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Interest Expense - .

Interest expense for 2008 decreased $18.1 millicn, or 5%, to $362.6 million as
compared to - 2007, primarily due to the amortization of the deferred gain
associated with the termination of our interest - rate swap agreements and
retirement of related debt during the first quarter of 2008, along with slightly
lower average -debt levels and average = interest rates. Our composite average
borrowing rate as of December 31, 2008, as comparsd to 2007 was 40 basis points
lower, decreasing from 7.94% to 7.54%,

Interest ‘expense for 2007 increased $44.5 million, . or 13%, to $381.0 million as
compared to 2006, primarily due to $637.6 million of higher average debt in 2007
resulting f£rem financing the CTE acquisitien. Our composite average DbDorrowing
rate as of December 31, 2007, as compared with our composite awverage borrowlng

. rate as of December 31, 2006 was 18 basis points lower, decreasing from 8.12% to
7.94%. ’ .

Dur average deblh cutstanding was $4,753.0 million, $4,834.5% miliion and $4,196.9
million fer 2008, 2007 and 2006, respectively.

Income Tax Expense :
Income tax expense for 2008 decreased $21.5 million, ot 17%, as compared to
20067, primarily due to lower taxable inceme and the reduction in income tax
expense of $7.5 million recorded in the second quarter of 2008 that resulted
from the ‘expiraticn of certain statuts of limitations on April 15, 2005, as.
discussed below, ) .

The effective ~taw rate for 2008 was 36.8% as compared with 37.4% for 2007. The
Company's effective tax rate decreased in 2008 mainly due to the impact of the
favorable tax reserve adjustment recorded in the second guarter of 2008,

We ‘paid $78.9 million 'in cash taxes during 2008, an increase of $24.5 miliicn
over 2007, reflecting the .utilization of our tax loss carryfeorwards in prior
years. We expect to pay apprdzimately  $90.0 millicn to $110.0 million in 2009,
Our 2009 cash tax estimate reflects the anticipated favorable impact of benus
depreciation that isg part of the economic stimulus package signed into law by
President. Cbama. . -

As a result of the expiration of certain statute of limitations on April 15,
.2008, the liabilities on our books as of December 31, 2007 related to uncertain
tax positions recorded under FASE Interpretation No. (FIN) 48 were reduced by
$16.2 million in the second quarter of 2006. This reduction lowered income tax
expense by $7.5 million, goodwill by $3.0 million and deferred income tax assets
by $5.7 million during the sececnd quarter of Z008.

Excluding the iacome tax expsnss attributable to The CTE and GV acquisitions of
$27.0 million, income tax expense for 2007 decreased §35.5 miilion, or 26%, as
.compared to 2006, primarily due to changes in taxable income. Cur effective tax
rate for 2007 was 37.4% as compared with an . effective tax rate of 34.9% for
2006. The Company's effective tax rate increased in 2007 mainly due to changes
in permanent difference items and tax contingencies.

bISCONTINUED CPERATIONS

{$ in thousands) 2006

Amount
Revenue: - S 100,612
Operating income - § 27,882 ) : .
Income taxes . 3 11,582 :
Net income $. 18,812

Gain on dispecsal of ELI, net of tax 5 71,835

On July 31, 2006, we sold our CLEC business, Electric Lightwave, LLC (ELI) for
$255.3 million (including a later sals of associated real estate} in cash plus
the assumption of approximately $4.0 million in capital lease c¢bligations. We
recognized a pre-tax gain on the sale of ELI of approximately $116.7 million.
Our after-tax gain on the sale was $71.6 million, Our cash liability for taxes
as a result of the sale was approximately $5.0 millicon due to the utilization of
exizting tsx net operating losses on beth the Federal and state level.
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Item 7A. - Quantitative and Qualitative Disclosures aboub Market Risk

Cisclosure of primary market risks and-how they are managed

We are expcsed to market risk in the ncrmal course of our business operaticns
due to Gngoing investing and funding activities, including those associated with
.our pensich assets. Market risk refers to the potential change in fair walue of
a financial inastrument as a result of fluctuations in interest rates and sguity
prices. We do not hold or issue derivative instruments, derivative commcdity
instruments or other financial instruments for trading purposes. As a resulf, we
do not undertake any specific acticns to cover olr exposure to market risks, and
we are not party to any market risk management agreements other than in the
normal course of business. Our primary market risk exposures are interest rate
risk and eguity price risk as follows:

Interest ‘Rate Exposure

Qur exposure to market risk for changes in interest rates relates primarily to
the interest-bearing portion of cur investment portfolic. Qur long-term debt as
of December 31, Z008 was approximately 94% fixed rate debt with minimal exposure
to interest rate changes after the termination  of our remaining Iintérest rate
swWwap agreements on January 13, 2008, '

Cur objectives in managing cur dntersst rate risk ars to limit the impact of
interest rate changes on- earnings and cash flows and to lower our overall
borrewing costs. To achieve these objectives, all but $281.0 million of our
borrowings at December 31, 2008 have fixed interest rates. Consequently, we have
limited material future earnings or cash flow exposures from changes in interest
rates on our long-term debt. An adverse change in interest rates would increase
the amount that we pay on our variable obligations and gcould result in.
fluctuations in the fair wvalue of our fixed rate obligations. Based upon our
overall - interest rate exposure at December 31, 2008, a near-term change in
interest rates would not materlally affect cur consolidated financial pesition,
results of operations or cash flows.

On January 15, 2008, we terminated -all of our interest rate swap agreements
representing $400.0 million notional amount of indebtedness associated with our
Seniocr Motes due in 2011 and 2013. <Cash proceeds on the swap terminations of
approximately $15.5 million were raceived in January 2008, The related gain has
been deferred on the consolidated balance sheet, and ls being amertized infto
interast expense over the term of the associated debt.

Sensitivity analysis of interest rate exposure

At December 31, 2008, the fair value of our long-term debt was estimated to be
approximately $3.7 billion, based con our overall weightsd average borrowing rate
of 7.54% and our overall weighted average maturity of approximately 12 years.
There has been no material change. in the weighted average maturity applicables to
. our obligations since December 31, 2007.

Eéuity Price Exposure

Our exposure to market risks for changes in security prices as of becember 31,
2008 is limited to our pension assets. We have no other security iavestments of
rany material amount.

During 2008, the diminished availability of credit and liquidity in the United
States and throughout the global financial system has resulted in substantial
volatility in Einancial markets and the banking system. These and other economic
events have had an adverse impact on investment portfolics. :

As a rasult of negative iunvestment returns and ongoing benefit payments, the
Company’s  pension plan assets have declined from $822.2 million at December 31,
2007 to $589.8 willion at December 31, 2008, a decrease of $232.4 millien, or
28%. This decrease represents a decline in asset value of $162.9 million, or
20%, and benefitsz paid of $69.% millicn, or 8%. The decline in pension plan
assets did not impact our results of operations, ' liquidity or cash flows in
2008. However, we expect that our pension expense will increase in 2009 and that
we may be required to make a cash contribution te cur pension plan beginning in
2010.
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Item 8. Financial Statements and Supglementary Data

The rollowing decuments are filed as part of this Report:
1. financial Statements, See Index on page F-1.

2. Supplementary  Data, Quarterly Financizl Date is included in the
Financial Statements (see 1. above}. '

Item 9. Changes in and Disagreements with Accountants on Accounting and

None.

Item %&, Controls and Procedures

(i) &valuation of Disclosure Controls aad Procedures . .
We wcarried out an evaluation, under the supervision and with fthe
participation of our management, - including our principal executive officer
and principal financial cfficer, regarding the effectiveaess of the design
and . operation of our disclosure controls and procedures (as defined in
Rules -13a-15(e}. and 15d4-15(e) under the Securities Exchange Act of 1934)
Based upon this evaluation, our principal executive officer and principal
financial -officer concluded,- as of the end of the period covered by this
report, December 31, 2003, that our disclosure controls and procedures were
affective. :

{ii} Internal Contrel Over Financial Reporting
{a! Management's annnal raport on internal control over financial reperting.
Our management report on internal contrel over financial reporting appears
on page. F=2. ) :
{b} Report of registered public accounting firm
The report of KPMG LLP, our independent registered public accounting
firl, on internal contrel over financial reporting appears on page F-4.
{c) Changes in internal <control over financial reporting .
We reviewed our internal control over financial reporting at December 31,
2008. There has been no changs in our internal c¢ontrel owver financial
reporting identified in an evaluation thereof that occurred during the last
fiscal quarter of 2008 that materially affected, or is reasonably likely to
materially affect, our ianternal control over financlal reporting.

Item 9B. Other Information

Nohe.
PART ITT

Item 10. Directors, Executive Officers and Corporate Governance

The informatiocn reqﬁired by this Item is incorperated by reference from our
definitive proxy statement for the 2009 Apnual Meeting of Stockholders to be
filed with the SEC pursuant to Regulation 14E withire 120 days after Decsmber 31,

2008. See T"Executive -Officers of the Registrant" in Part I of this Report
following Item 4 for information relating to executive officers.

Ttem -11. Executive Compensation

The information required by this Item ts incorporated by reference from our
definitive proxy statement for the 2009 Annual Meetlng of  Stockholders to be
filed with the SEC pursuant to Rzgulation 14A within 120 days after December 31,
2008. . :

Item 12. Security Ownership of Certain Beneficial Owners and Management and

Related Stockhelder Matters

The information required by this Item is: incorperated by reference from our
definitive proxy statement for the 2009 Annual #eeting of Stockholders to be
filed with the SEC pursuant to Regulation 142 within 120 days after December 31,
2008.
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Item 13. Certain Relationships and Ralated Transactions, and Director

The information required by this Item is incorporated by refersnce Irom our
definitive .proxy statement for the 2009 Annual Meeting of Stockholders. to be
filed with the SEC pursuant to Regulation 144 within 120 days after December 31,
2008. :

Etem 14. Principal Acccuntant Fees and Sesrvices

The information regquired by this Item is incorperated by referance from our
definitive proxy statement for the 200% Annual Meeting of Stockholders to be
filed with the SEC pursuant to Regulation 14A within 120 days after December 31,
2008,

PART IV

Item 15.  Exhibits and Financial Statement Schedules

List of Documents Filed as a Parp of This Report:
11) Iadex to Consolidated Financial Statements:
Reports of Independent Registered Public Accounting Firm
Conselidated Balance Sheets as of December 3}, 2008 and 2007

Consolidated Statements of Operatioﬁs for the vears ended
December 31, 2008, 2047 and 2006

Consolidated Statements of Sharehclders' Eﬁuity for the years ended
December 31, 2008, 2007 and 2006 '

Cconsolidated Statements of Comprehensive Income for the years ended
December 31, 2008, 2007 and 2006

Conscelidated Statements of Cash Flows for the years ended
December 31, 2008, 2007 and 200%

Netes to Consclidated Financial Statements
All other schedules have been - omitted because the regquired information is
included in the consolidated financial statements or the notes thereto, or is

not applicable or not reguired.
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{2} Index to Exhibits:

Ell documents referenced - below were filed pursuant te the -Securities Exchange
Act o 1934 by the Company, fils number C01-11001, unless otherwise.indicated.

Exhibit -
Mo, Description
3.1 ) Restated Certificate of Incorporation {filed as Exhibit 3.200.1

to the Company's Quarterly Report on Form 10-Q for the fiscal
quarter ended June 30, 2000).

3.2 - Certificate of Amendment of Restated Certificate of -
Incorporation, erffective July 31, 2008 (filed as Exhibit 3.1 to
the Company's Quarterly Report on Form 10-Q for the fiscal

: . quarter ended June 30, 2008). *
3.3 By-laws, as amended February 6, 2009 (filed as Exhibit %%.1 to

the Company's current Report on Form 8-K rlled on February 6,
2009) . *
4.1 ' Rights Agreement, dated as of March 6, 2002, between the Company

and Mellon Investor Services, LLC, as Rights Agent (filed as
Exhibit 1 toc the Company' s Reglstratlon Statement con Form 8-A
filed on March 22, 2002}.
4.2 Amendment No. 1 to Rights Agreement, dated as of January 16,
2003, between the Company and Mellon Investor Services LLC, as
Rights Agent (filed as Exhibit 1.1 to the Companyfs Registration
Statement on Form 8-AFA, dated January 16, 2003).*
indenture of Securities, dated as of Rugust 15, 1991, between the
Campany and JPMorgan Chase Bank, N.A.[las successor te Chemical
Bank}, as Trustee (the "August 19%l Indenture"} (filed as Exhibit
4.100.1 to the Company's. Quarterly Repert on Form 10-Q for the
fiscal quarter ended September 30, 1891).
Fourth Supplemental Indenture to the August 1281 Indenture, dated
Cotober. 1, 1994, between the Company and JPMorgan Chase Bank,
N.A. {as successor to Chemical Bank), as Trustee (filed as .
Exhibit 4.100.7 to the Company's Current Regort on Form §-K filed
. . on January 3, 1995} .% ’
4.5 Fifth Supplemental Indenture te the August 1991 Indenture, dated
as of Juna 15, 1995, between tne Company and JPMorgan Chase Bank,
N,A. - {as successor to Chemical Bank), as Trustee {filed as
Exhibit 4,100.8 to the Company's Current Report on Form 8~K filed
on March 29, 1996 {the "March 29, 1996 8-K")).*

=
(%]

=8
.

1.6 Sixth Supplemental Indenturs to the.Rugust 1991 Iadenture, dated
as of October 15, 1985, ketween the Company and JEFMorgan Chase
Bank, N.A&A, (as successor to Chemical Bank), as Trustee (flled as
Exhibit 4,100.9 to the March 29, 1996 B-K).*

4.7 . Seventh Supplemental Indenture to the August 1991 Indenture,

dated as of June 1, 1996, between the Company and JPMorgan Chase
Bank, N.A. (as successor o Chemical Bank), as Trustee (filed as
£xhibit 4,100.11 to the Cempany's Annual Report on Form 10-X for
: . the vear ended December 31, 1896 (the "199%6 10-K")).™*
4.8 Eighth Supplemental Indentire to the August 1991 Indenturs, dated
as of December 1, 1396, between the Comparny and JPMorgan Chase
Bank, N.A. {as successor to Chemical Bank), as Trustes (filed as
: Exhibit 4.100.12 to the 15%%¢ 10-K).* ' )
4.9 Senior Indenture, dated as of May 23, 2001, between the Company
and JPMorgan Chase Bank, N.A. {as successor to The Chase
Manhattan Bank), as trustee (the "May 2001 Indenture") {filed as
Exhibit 4.1 te¢ the Company's Current Report on Form 8-K filed on
May 24, 20601 8-K {(the "May 24, 2001 §-K"]).* S
4:10 ) First Supplemental Indenturs to the May 2001 Indenture, dated as
of May 23, 2001, between the Company and JBMorgan Chase Bank,
N.&. (filed as Exhibit 4.2 to the May 24, 2001 B-K}.*

4.1% Form of Senior Mote due 2011 [filed as Exhibit 4.4 to the May 24,
2001 8-K). )
4,12 Third Supplemental Indenture to the May 2001 Indenture, dated as

of Novermber 12, 2004, betwsen the Company and JPMorgan Chase
Bank, N.A. {(filed as Exhibit 4.1 to the Company's Current Report
on Form 8-K filed on November 12, 2004 {the "November 12, 2004

. B-K")) . ¥
4.13 Form of Senior Note dus 2013 (filed as Exhibit & to Exhibit 4.1
to the November 12, 2004 8-K).* . .
4.14 Indenture, dated as of August 16, 2001, between the Company and

JPMorgan Chase Bank, N.A. (as successcr to The Chase Manhatfan
Bank), as Trustee (including the form <of note attached thereto)
{filed as Exhibit 4.1 of the Company's Current Report on Form 8-K
filed .on August 22, 2001).

4.15 Indenture, dated as of December 22, 2006, betwesn the Company and
The Bank of New York, as Trusftee (filed as Exzhibit 4.1 to the
Company's Current Report on Form 8-K filed on December 29,
20061 . %
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Indenture.dated as of March 23, 2007 by and between the Company
and The Bank of New York with respect to the 6.625% Senior Notes
dus 2015 linciuding the form of such note attached theresto)
(filed as Exhibit 4.1 to the Company's Current Report on Form 8-K
filed on March 27, 2007 {the "March 27, 2007 §-K")).*

Indenture dated as of March 23, 2007 by and between the Company

and The BRank of New York with respect to the 7.125% Senior Notes
due 2019 {including the form ¢f such note attached thersto)
{filed as Exhibit 4.2 to the Marxch 27, 2007 8-K)}.=*

Loan Agreement between the Company and Rural Telephone Finance
Cooperative for 3200,000,000 dated October 24, 2001 (filed as
Exhibit 10.39% to the Company's Quarterly Report on Form 10-0 for
the fiscal quarter ended September 30, 200L).*

Amendment Ne. 1, dated as of March 31, 2003, to Loan Agreement
between the Company and Rural Telephone Finance Cooperative
{filed as Exhibit 10.1 to the Company's Quarterly Report on Form
10-( for the fiscal quarter ended March 31, Z003).~*

Credit Agreement, dated as of December %, 2006, among the
Company, as the Borrower, and CoBank, ACB, as the Administrative
Agent, the Lead Arranger and a Lender, and the other Lenders
referred to therein (filed as Exhibit 10.1 to the Company's
Current Report on Form &-K filed on December 7, 2006).*

Loan Agreement, dated as of March 8, 2007, among the Company, as
borrower, the Lenders listed therein, Citicorp North America,
inc., as Administrative Agent, and Citigroup Global Markets Inc.,
Credit Suisse Securities (USA} LLC and J.P. Morgan Securities
Tnc. as Joint-Lead Arrangers and Joint Book-Running Managers
{filed as. BExhibit 10.3 teo the March 8, 2007 8-K).* ’
Credit Agreement, dated as of May 18, 2007, among the Company,
the lenders party theretc and Deutsche Bank AG WNew York Branch,
as Administrative Agent, and Deutsche Bank Securities Inc., as
Sole Lead Arranger and Beokrunner (filed as Exhipit 10.5 to the
Company's Annual Report cn Form 10-K for the vear ended December
31, 2007 {(the "2007 10=K"}). * .

Credit Agreement, dated as of March 10, 2008, among the Company,
as the Borrower, and CoBank, ACEB, as the Administravive Agent,

.the Lead Arranger and a Lender, and the other Lenders referred to

therein (filed as Exhibit 10.1 to the Company's Current Report on
Form 8-K filed on March 10, 2008).*

Won-Employes Directors' Deferred Fee Equity Plan, as amendéd and
restated December 2%, 2008. )

Nen-Employee Directors' Equity Incentive Plan, as amendad and
restated December 29, 2008. . .
Separation Agreement between the Company and Leonard Tow
effective July 10, 2004 {filed as Exhibit 10.2.4 cf the Company's
Quarterly Report on Form 10-Q for the fiscal quarter eaded June
30, 20043 .* '

Citizens Executive Deferred Savings Plan dated January 1, 1996
{filed as Exhibit 10.1% to the Company’'s Annual Report on Form
10-K .for the year ended December 31, 19299 (the "1989 10~-K")).*
1996 Equity Incentive Plan, as amended and restated December 28,
2008.

2008 Citizens Incentive Plan (filed as Appendix A to the
Company's Proxy Statement dated April 10, 2007).*

Amended and Restated 2000 Equity Incentiwve Plan, as amended and
rastated December 29, 2008. ° .

Amended Employment Agreement, dated as of December 293, 2008,
between the Company and Mary Agnes Wilderotter.

Amended Employment Agreement, dated as of December 24, 2008,
petween the Company and Rebert Larson. : .
Offer of Employment Letter, dated Decemper 31, 2004, between the
Company and Peter B. Hayes {"Hayes Qffer Letter"] (filed as
Exhibit 10.23 to the Company’s Annual Report on Form 10-K for the
yvear ended December 31, 2004).*

Amendment. to Haves Offer lLetter, dated December 24, 2008.

Offer of Employment Letter, dated March 7, 2006, beiween the
Company and Donald R. 3hassian ["Shassian Offer Letter™) (filed
as Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q
for the fiscal quarter ended March 31, 2006).*

Amendment to Shassian Offer Letter, dated December 30, 2008.
Separation Agreement, dated November 15, 2007, between the
Company and gohn H. Casey III {filed as Exhibit 10.Z1 to the 2007
10-K).* ’ '

Form of Arrangement with Daniel J. McCarthy and Melinda M., White
with respect to vesting of restricted stock upon a
change—in=control (filed as Exhibit 10.22 to the 2007 10-K). *
Offer of Bmployment Letter, dated January 13, 2006, between the
Company and Cacilia K. McKenney {"McKenney Offer Letter"}) (filed
as Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q
for the fiscal quarter ended March 31, 2008). *

Amendment to McKenney Offer Letter, dated December 24, 2008.
Offer of Employment Letter, dated July &, 2005, between the
Company and Hilary E. Glassman {the "Glassman Offer Letter").
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Amendment to Glassman Offer Letter, dated December 29, 2008.
Form of Restricted Stock Agreement for CEQ. - )

Form of Restricted Stock Agreement for naméd executive cfficers
other than CEO.

Summary of Non-Employee Directors' Compensation Arrangements
Outside of Formal Plans. - a .
Membership Interest Purchase Agresement between the Company and
Integra Telecom Holdings, Inc. dated February €, 2006 (filed as
Expiibit 10.1 to the Company's Current Report on Form 5~K £iled on
February 9, 2006).* .

Stock Purchase Agreement, dated as of July 3, 2007, between the

i Company and Country Road Communications LLC (filed as Exhibit 2.1

to the Company's Current Report on Form 8~K filed on July 9,
2007) .* :

Computation of ratio of earnings to fixed charges (this item is
included herein for the sole purpose of iaccrporation by
reference) .- ' :
Subsidizries of the Registrant.

Ruditors' Consent.

Certification of Principal Executive Officer pursuant to Rule
13a-14{&} under the Securitiss Exchange Act of 1934 {the 71934
Act™) .

Certification of Principal Financial Officer pursuant to Rule
13a-14{a) under the 1934 Act.

Certification of Chief Executive Cfficer pursuant to 18 U.S5.C.
Sectlon 1350, as adopted pursuant to Secticom 906 of the ’
Sarbanes-0Oxley Act of 2002 ("SOXA").

Certificaticon of Chief Financial Officer pursuant to 18 U.5.C.
Section 1350, as adopted pursuant to Section 906 of S0XA .

Exhibits 10.7 through 10.28 are management contracts or .CompEQSEtory pléns or

arrangements.
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SIGNATURES

Pursuant to the requirements o¢f- Secticn 13 or 15{d) of the Securities-
Exchange Act of 1534, the Registrant has duly caused this report . be signed on
its behalf by the undersigned, thersunto duly aut hor*zed

FRONTIER COMMUNICATIONS CORPORATION
(Registrant}
By: /s/ Mary Agnes Wilderotter

Mary Agnes Wilderotter
Chairman of the Board, President and Chief Executive Officer

February 26, 200%
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Pursuant to the requiréments of the Securities Exchange Act of 1934, this
report has been signed kelow by the following persons ofd behalf of the
registrant and in the capacities indicated on the 26th day of February 2009.

Signature ' ' ' Title

/s/ Kathleen Q. Abernathy : ' Director

{Kathleen Q. Abernathy)

/s/ Leroy T. Barnes, Jr. Director

{Leroy T. Barnes, Jr.)

/s/ Peter C. B. Bynoe : Director

(Peter C. B. Bynoe)

/s/ Michael T. Dugan Director

/s/ Jeri B. Finard : birector

{(Jeri B. Finaxrd)

/8/ Lawton W. Fitt Director

{(Lawton W. Fitt)

/s/ William M. Kraus . . Director

{(William M. Kraus)

/s/ Robert J. Larson o Senior Viece President and
———————————————————————————————————————————————— Chief Accounting Officer
(Robert J. Larson)

/3/ Howard L. Schrott ) birector
{Howard L. Schrott}
/s/ Larraine D. Segil Director

/s/ Donald R. Shassian Executive Vice President and
e e e e e e e e Chief Financial Officer
{Donald R. Shassian)

/s/ David H. Ward : Director
{David H. Ward)
/s/ Myron A, Wick TIT ) Director
T agren a. wiex 1ty
/s/ Mary Agnes Wilderotter Chairman of the Board, President

———————————————————————————————————————————————— and Chief Executive Officer
{Mary Agnes Wilderotter)

* Incorporated by referénce.
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Managerient 's Report on Internal Control Over Firancial Reporting

The Board of Directors and Sharsholders
Frontier Ccmmunications Corporation:

The management of Freontier @ Communications | Corporation and subsidiaries is
responsible for establishing and maintaining adequate internal control over
financial reporting, as such term is defined in Exchange Act Rules 13a-13{f] and
15d-15(£}. . : .

Under the supervision and with the participation of our management, we conducted
an evaluation of the effectiveness of our internal control” over financial

reporting based on the frameworkX in Internal Control-Integrated Framework issued

by the Committee of Spensering Organizations of the Treadway Commission. Based

on our evaluaticn our management concluded that our internal contrel over

financial reporting was eifective as of December 31, 2008 and for the peried

then ended. :

Qur independent' registered public accounting firm, KPMG LLP, has audited the
consolidated financial statements included in this report and, as part ¢f their

audit, has issued their report, included herein, on the effectivenass of cur
internal contrel over financlal reporting.

Stamford, Connecticut
February 26, 20085

F-2
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ic Accounting Firm

The Board of Directors and Sharsholders
Frontier Communications Corgoration:

We have audited the ' accompanying consolidated balance shests of Frontier
Communications Corporation and subsidiaries as of Decemper 31, 2008 and 2007,
and the ‘related consolidated statements of operations, shareholdexs’ equity,
comprehensive income .and cash flows for each of the vyears in the three-vyear
vericd ended December 31, 2008. These consclidated financial stateménts are the
responsibility of the Company's management. OQur responsibility is to express an
opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public <Company
Accounting Oversight Board (United States). Those standards regquire that we plan
and perform the audit to obtain reasonable assurance about whether the financial .
statements are free of material misstatement. An audit includes examining, on a
test.basis, evidence supporting the amounts and disclosures in the financial
statements. An audit alsc includes assessing the accounting principles used and
significant estimates made by  management, as well as evaluating the- overall
financial atatemént presentation. We believe that our ‘audits provide a
reasonable basis for our gpinien. : :

In our cgpinion, the consclidated financial statements referred to abgve present
fairly, in all makterial respects, the financial pesition of Frontier
Communications Corporation and subsidiaries as of December 31, 2008 and 2007 and
the results of their operations and their cash flows for each of the vears in
the three-year period ended December 31, 2008, in conformity with U.S, generally
accepted accounting principles. o

As discussed in Note 18 to the accompanying consolidated  financial statements,
the Company adopted .the ' recognition and disclosure provisions of FASE
Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" as of
January 1, 2007. As discussed in Note 5, effectiwve January 1, 2006, the Company
adopted Staff Accounting Bulletin No. 108, "Considering the Effects of Prior
Year Misstatements when Quantifying Misstatements in Current Year Financial
Statements.” Also, as discussed in Note 23, the Company adopted the recognition
and disclosure provisions of Statement of Financial Accounting Standards No.
158, "Employers' ARccounting for Defined Benefit Pension aad Other Postretirement
Plans"™ as of December 31, 2006.

We also have audited, in accordance with the standards of the Public Company
Accounting Oversight Board {UGnited States), Frontier Communications
Corporation’'s internal coatrol over financial reporting as of December 31, 2008,
based on criteria established in Internal Control-Integrated Framework issued by
the Committes of Sponsoring COrganizations of the Treadway Commission {COSQ), and
our report dated February 26, 2008 expressed an unqualified opinicn on the
effactiveness of the Company's internal control over financial reporting.

/s/ KPMG LLP

Stamford, Connecticut .
February 26, 2009 :

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Report of Independent Regi'stered Public Accounting Firm

" The Board of Directors and Shareholders
Frontier Communications Corporaticn:

We have audited Frontier Communicaticns Corperation's internal control over
financial reporting as of December 31, 2008, based on criteria established in
Internal Control ~ Integrated Framework issued by the Committee of Spoasoring
Organizations of the Treadway Commissicn (COS0Q). Frontier Communications
Corporation's management is  responsible for maintaining effective internal
control ever financial .reporting and for its assessment of the effectiveness of
internal contro} owver financial reporting, included in . the " accompanying .
Management's  Report  on Internal Ceontrol Over Financial . Reporting. Qur
responsibility is to express an opinicn on the Company's internal control over
financial reporting based on cur audit.

We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain -reascnable  assurance about whether  effective
internal «contrecl over financial reporting was malntained in all material’
respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material . weakness exists, -and
testing and evaluating the design and operating effectiveness of internal
control based en the assessed risk. Our audit also included performing such
other procedures as we considered necessary in the clrcumstances. We believe
that our audit provides a rezsonable basis for our cpinicn.

B company's internal control over financial reporting is. a process designed to
provide reasonable assurance regarding the reliability of finmancial reporting
and the preparation of Einancial statements for extérnal purposas in accordance
with generzlly accepted accounting principles. A company's internal control over
financial .. reporting includes those policies and procedures that (1} pertain to
the " maintenance of records that, in reasongble detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2]
provide reasonable " assurance that transactions are recorded as necessary to
permit preparation of financial statemenits in accordance with generally accepted

. acceunting principles, and that receipts and expenditures o¢f the company are
veing made only in accordance with authorizations of management and directors of
the company; and (3) provide reascnable assurance regarding prevention or timely
detecticon of unauthorized acquisition, use, or disposition of the company's
assets that could have & material effect on the financial statements.

Because of its inherent. limitations, - ianternal centrol over £inancial reporting
wmay not prevent or detect misstatements. Alsc, prejections ¢f any evaluation of
sffectiveness to future periods are subject to the risk that controls may become
inadequate Dbaecause of changes in conditicns,. or that the degree of compliance
with the policies or procedures may deterioraie.

In our opinion, Frontier Communications Corporation maintained, in all .material
raspects, effective internal control over financial reporting as of December 31,
2008, based on criteria established in Internal . Control-Iniegrated Framework
issued by the Committee of Sponsoring  Organizations of the Treadway Commission
{CO50} . . .

We alsc have audited, 1in accordance with the standards of the Public Company
Accounting Oversight Board (United’ States), the consolidated balance sheets of
Frontier Communications Corporation and subsidiaries as of December 31, 2008 and
2007, and the related consolidated statements of operations, shareholders'
aquity, comprehensive income and cash £flows for each of the years in the
three-year period ended December 31, 2008, and our report dated February 26,
2009 expressed an unqualified opinion on  those consolidated financial
statements. ’

. /s/ KPMG LLP
Stamford, Connecticut
February 26, 2009
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FRONTIER COMMUMICATIONS CORPORATION ANL SUBSIDIRRIES
CONSCLIDATED BALANCE. SHEETS
. DECEMBER 31, .2008 BND 2007
{3 irr thousands)

Currant -asseis:

Cash and cash equivalents - . .
Accounts. receivable, less allewances of 340,125 and $32,748, respectively
Prepaid expenses

Other current assets

Total current assets
Property, plant and aguipment, net

Goodwill, net

Other intangibles, net
Investments

Other assets

Total -assets

LIABILITIES AND SHAREHCLDERS' ECQUITY
Current liabilities:

Long~term debt due within orie year

Accounts payable

‘Bdvanced billings

Other taxes accrued

Interest accrued

Other current liabilities

Total current liabilities
Deferred income taxes
.Other liabilities

Long-term debt

Shareholders'’ equity:

Common stock, $0.25 par value {500,000,000 authorized shares; 311,314,000 and 327,748,000
outstanding, respectively, and 343,456,000 issued at Decembar 31, 2008 and 2007)

Additional paid-in capital
Retained earnings o
Accumulated other cocmprahensive loss, net of tax
Treasury stock
Total sharsholders' equity

Total ‘liabilifties and shareholders' equity

The accohpanying Notes are an integral part of these
Consolidated Financial Statements,

F-5
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§ 163,627 5 226,488

222,247 234,762
33,265 29,437
48,820 33,489
467,959 524,154
3,239,973 3,335,244
2,642,323 2,634,559
359,674 547,735
8,044 21,191

170,703 193,18%

5 6,888,876 § 7,256,069

$ 2,857 s 2,448 -
141,940 179,402
1,225 44,722
25,585 21,400
162, 370 116, 923
57,798 50,396
332,175 105,891
670, 489 711, 645
594, 682 353,737
4,721, 685 4,736,897
87,364 o8y, 64
1,117,936 1,280,508
38,163 14,001
(237,152) (77, 995)
(487, 266) (305,979
519,045 997, 899

$ 6,888,076 § 7,256,069




FRONTiEk COMMUNICATIONS CORPORATION AWD

SUBSIDIARIES

CONSOLIDATED 3TATEMENTS OF OPERATIONS

FCR THE YEARS ENDED DECEMBER 31," 2008,
.{$ in thousands, except for per-shar

. Reévenue
Operating expenses:
Network access éxpenses
Other operating expenses
Depreciation and amortization

Total operating expenses

Operating income

. Investment income
Other income (loss), net
Interest expense

Income from continuing operations before
income taxes. :

Income tax expense

Income from continuing operations
Discontinued operations (see Note 8):

Income from discontinued operations before

income taxes

Income tax expense

Income from discontinued operations:
Net income available for common shareholders
Basic income per common share:

Income from continuing operations

Income from discontinued operations

Met income per common share
Diluted income per commeon share:

Income from continuing operations

Income from discontinued operaticns

Mat income per common share

2007 and 2006
& amounts) .

$ 2,237,018 . § 2,288,015

$ 2,025,367

222,013 228,242 171,247
810,748 808,501 733,143
561,301 545,856 476,487

1,594,562 1,582,599 T,380,877
642,456 705,415 §44, 490
14,504 35,781 79,436
(5,170) (17,833) 3,007
362,634 380,696 336, 446
289,156 342,868 390, 487
106,456 128,014 136,479
182,660 214,554 254,008

- - 147,136

- - 56,589

- - 90,547

$ 182,660 & 214,654 § 344,555
E 0.58 s 0.65 $ 0.79
- - 0.28

$ 0.58 $ 0. 65 $ 1.07
5 9,57 5 0.65 $ 0.78
- - 0.28

$ 0.57 & 0.65 § 1.06

The accompanying Notes are an integral part of thess

Consolidated Financial Statements.
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FRONTIER COMMUNICATICNS CORPORATION AND SUBSIDIARIES
CONSQLIDATED STATEMENTS OF SHRREEOLDERS® EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2008

(¥ and shares in thousands, except for per-share amounts)

2007 and 2008

Accunulated

Common Stock Additional Estained Other Treasury Stack Totalk
e Paid-In Earnings Comprehensive ——————--————mm——mmm o Shareholders'
Sharsas Amount Capital {Deficit) Loss Shares Amaunt Egquity
Balance December 31, 200§ 343,256 § BE, 989 51,374,810 §(B5,344) 5 (123,242 (15,788) $ (210,204} & 1,041,809
Cumulative effect adjustment . :

{see Hote 5} - - - 36,392 - - - 36,392
Stock plans | - - (1,875 - - 2,908 33,733 36,213
Conversion of EFPICS - - 12,583) - - 1, 38% 18, 488 15,925
Dividends on common stock of

$1.90 per share - - (162,773} (160,994 - - - {323,671
Shares repurchased - - - - - (19, 200} {135,239 {135,235}
Net income - - - 344,35% - ~ - 344,555
Pension liability adjustment,

after adeption of SFAS No. .

158, net -of taxes - - - - (83, 634) - - {83,634}
Other comprehensive income, .

net of tax, and

reclassification adjustments - - - - 124,977 - - 124,577
Balancs December 31, 2008 343,856 &5, 989 1,207,39% 134,705 (81,8%93) {21, 631) (288,162} 1,058,032
Btock plans . ) - - 15,237 567 - 1,824 25,329 19,8238
Acquisition of. Commonwesalth 5,500 1,375 17,935 - - 12,640 148,121 247,435
Cenvarsion of EPPICS . - - (545) - - 2981 3,888 3,338
Convarsion of Commonwealth notes - - 1,955 - - z,508 34,775 368,731
Dividends on common stock of

£1.00 . per share, - - - {336,025) - . - - (336,025
Sharas repurchassd - - - - - (17,27%) {220,000} (250, 000)
Net iancome - - - 214,434 - - - 214,654
Other comprehensive inceme,

net of tax and ’

reclassification adjustments - - - - 3,904 - - 3,904
Balance December 31, 2007 349,456 87,364 1,290,508 14,001 {77,995} (21,707 (305,979} 997,899
Stock plans : - - {1,759 - - 1,096 15,544 13,785
Acquisition of Commonwealth - - 1 - - 3 El: 39
Conversion of EPPICS - - 174) - - 51 &éd 590
Conversion of Commorwealth notes - - (B01) - - 193 2,467 1,668
Dividends on common stock of .

51.400 per share - - [1$9,939) (158, £38) - - - {318, 437}
Shares repurchased - - - - - (17,778} (200,000) {209,000}
Net income . - - - 182,660 - - - 182, 660
Other 'comprehensive loss,

net of tax and .

reclassification adjustments - - - - (159,157) - - {152,157}
Balance December 31, 2008 349,456 % 87,364 31,117,936 5 33,163 5 1237,152) 138,142) § (487,286) 3% 51%,045

COWSOLIDATED STATEMENTS OF COMPREHEMSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 and 200&
{% in thousands)
z20c8 2007 2008

Wet income § 182,880 § 214,854 5 244,359
Qther comprehensive ({(less) ingome, net of tax .

and reclassification adjustments® {152,157) 3,904 124,877

Total comprehensive income 5 23,503 - J% 218,558 $ 469,532
* Consists primarily of amortization of pension and postretirement 'costs and

SFAS No. 158 pension/OPEB liability (see Note 20).

The accompanying Notes are azn integral part of these

Conzolidated

Financial Statements.
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FRONTIZR COMMUNTCATIONS CORPORATION. AND SUBSIDIARIES
CONSOQLIDATED STATEMENTS OF CASH FLOWS
FCR THE ¥YEARRS ENDED DECEMBER 31,. 2008, 2007 and 2006
1% in thousands)

Cash flows provided by (used in) operating activities:

Net income
Deduct: Gain on sale of discontinued operaticns, nat of tax
Income from disgeontinued-operations, net of tax
Adjustments te reconcile income to net c¢ash provided by
aperating activitiss:- .
Depreciation and amortization sxpense
Stock based compensation expensa
Loss on debt exchange
Loss on extinguishment of debt
Investment gzin
‘Other non-cash adjustments
Deferrad income taxes
Lagal settlement
Change in accounts resceivable
Change in accounts payable and other liabilities
Change in other current asseis

Net cash provided by continuing operating activities

Cash flows providad from (used byl investing activities:
Capital expenditures ’ .
Cash paid for acguisiticns (net of cash acquired)
Proceeds from sale of discontinued operaticns
Other asssts (purchased) distributions received, net

¥ei cash (used by) provided from investing activities

Cash flows provided from (used by) financing activities:
© Long-tzrm debt borrowings -
Debt issuance costs
Long-term debt payments
Premium paid to ratire debt
Settlement of interest raté swaps
Issuance of common stock
Common stock repurchassad
Dividends paid . .
Repayment of customer advances for construction

Net cash used by financing activities

Cash flows of discontinued operations:
Operating cash flows
Investing cash flows
Financing cash flows

Net cash provided by discontinuad cperations

(Decreas=) increase in cash and cash egquivalents
Cash. and cash equivalents at Janucary 1,

Cash and cash equivalents at Decembar 31,

Cash paid during the period for:
Interest
Income Lakes

Non-cash investing and financing activities:
Change in fair wvalue of interest rate swaps
Conversion of EPPICS .

Conversion of Commonwealth notes
Dekbt-for-debt exchange

Shares issued. for Commonwealth acquisition
Acquired debt

Other acquired lizbilities

2008 2007 2006

$.182, 660 $. 214,654 K 344,555
- - 171,635}
- - {18,912)
561,801 545,856 476,487
7,788 9,022 10,340
- - 2,433
6,290 20,186 -

- - C{el,428)
17,044, {7,598) 5,181
33,867 81,011 132,031
- {7,205, -
3,748 (4,714} 15,333
(52,047} {36,257) {3,064
{3,895) 7,428 (2,148)
738,266 821,883 829,183

. 1288, 264) (315,793} (268,808} -
- {725,548} -
- - 255,305
5,489 6,629 67,050
(282,775} {1,034,712) 53,549
135, 000 950,000 550,080
{857} {12,196) . {6,948)
(142, 480) (845,070 {227,893
{6,290 {20,186} -
15,521 - Co=
1,398 13,808 27,200
{200, 000) (250,000} {135,232
{318,437 (336,025} (323,671}
13,185) (942} {264)
(518,330} (601,611} (116, 615)
- - 17,833
- - {6,593}
- - 11,210
162,839} 1814, 840) 777,357
226,466 1,041,106 263,749
$ 163,827 § 226,466 $ 1,041,106
$ 365,858 $ 384,381 3 332,204
§ 7B,87R § 54,407 E 5,365
S 7,908 3 18,198 3 {1,562}
3 530 g 3,339 g 15,923
3 1,668 3 36,731 § -
3 - 3 - B Z,433
S -39 $ 247,435 = -
B - § 244,570 s -
B - $ 112,194 $ -

The accompanying Netes are an integral part of these

Consolidated Financial Statements.
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FRONTIER COMMUNICATIONS CORPORATICN AND SUBSIDIARIES
Notes to Consolidated Financial Statements
.11} Description of Business and Summary of Significant Accounting Policies:

(a} Description of Busines

Frontier Communications -Corporation (formerly . known as Citizens
Communications Company through July 30, 2008} and its subsidiaries are
referred to as "we," ™us," "our," or the "Company" in this report. We
are a -communications company providing services to rural areas and
small and medium-sized towns and cities as an lncumbent local exchange
carrier, or ILEC. - :

{bl  BRasis of Presentation and Use of Estimates:
OQur consolidated. financial statements have been prepared in accordance
with accounting principles generally accepted in the United States of
America {U.5. GAAP). Certain reclassifications of balzances previously
reported have been made to conferm to the current presentation. BAll
significant intercompany balances and transactions have been
eliminated in cconsolidation,

The preparaticon of financial statements in conformity with U.S. GAAP
requires management to make estimates and assumptions which affect the
reported amounts of assets and liabilities at the date. of the
financial statements, . the disclosure of contingent assets and
~liabilifies, and the reportad amounts of revenue and expenses during
the reporting pericd. Actual results may differ from those estimates.
Estimates and judgments are used when  accounting for allowance for
doubtful accounts, ilmpalrment of long-lived assets, Intangible assets,
depreciztion and amortization, income taxes, purchase price
aliccations, contingencies, and pension &nd other postretirsment
benafits, among cthers. :

(c) Cash Equivalents:.

We consider all highly liquié investments with an original maturity of
three months or less to be cash equivalents.

(d) " Revenue Recognitient:
Revenue is recognized when services are provided or when products are
delivered to customers. Revenue that is billed in advance includes:
monthly recurring access services, special access services and menthly
recurring local line charges. The unearned portion of this revenue is
initially deferred 'zs =z compcnent of other liabilities on our
consolidated balance sheet and recognized in revenue over the period
that the services are provided. Revenue that is billled in arrears
includes: non-recurring network access services, ~switched access
services, non-recurring local services and long-distance services. The
earned but umbilled portion of this revenue 1s recognized in revenue
in our consclidated statements of operations and dccrued in accounts
receivable in the perioed that the sérvices are provided. Excise taxes
are recognized as a liability when pilled. Installation fees and their
related direct and incremental costs are initially deferred and
recognized as revenue and expense over the average term of a customer
relationship. We recognize as current pericd expense the porticn of
installation costs Ehat exceeds installation fee revenue.
The Company collects wvarious taxes from its customers and subsequently
remits such funds to governmental authorities. Substantially all of
these taxes are reccorded through the  consolidated balancse sheet and
presented on a net basis in our consolidated statements of cperaticons.
We alsc collect Universal Service Fund (USF) surcharges from customers
{primarily federal USF) which we have recorded on a gross basis in our
‘consolidated -‘statements of operations and included in revenue and
other operating expenses at $37.1 million, $35.9 million and $37.1
million feor the vears ended December 31, 2008, 2007 and 2006,
respactively,

(e) . Property, Plant and Egquipment:

Property, plant and equipment are stated at original cost or fair
market value for our acquired properties, including capitalized
interest. Maintenance and repairs are charged to operating expensas as
incurred. The gross book wvalue of routine property, plant and
eqguipment retired is charged against accumulated depreciation.

(£} Goodwill and Qther Intangibles:
Intangibles represent the excess of purchase price over the falr value
of identifiable tangible net assets acquired. We undertake studies to
determine the fair wvalues of assets and liabilities acouired and
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allocate purchase prices to assets and. liabilities, including

property, .plant and equipment, goodwill and other identifiable

intangibles. - We. annually . (during the fourth quarter} examine the

carrying ‘wvalue of our goodwili and trade name to determine whether

there are any impairment losses and have determined for the year ended

December 31, 2008 that there was no impairment. We test for impalrment

at the "operazing segment” level, as that term is defined in Statement-
of Financial Accoanting Standards (SFAS) No. 142, “Goodwlll and Other .
Intangible Assets." The Company - curreatly has four "operating

segments” which are aggregated inte one reportable segment. ’

SFAS No. 142 reguires that  intangible assets with estimated ‘userul
lives be amortized over those lives and be reviewed for impairment in
accordance -with SPAS No. 144, "Accounting for Impairment.or Disposal
of Tong-Lived Assets™ to determine whether any changes to these lives
are requlred. We periodically reassess .the useful 1life. of our
intangible  assets teo determine whether any changes to those lives are
required. :

lg) Tmpairment of Long-Lived Assets and Long-Lived Assets to Be Disposed

of:

We review long-lived asssets to be held and used and long-lived assets
to.be disposed of, including intangible assets with estimated useful
iives, for impairment whenever events or changes in circumstances
indicate that .the carrcving amount of such. assets may not be
recoverzble. Recoverability of assets to be held and used is measured
by  comparing the carrying amount of the asset to the future
undiscounted -net cash flows expected to be generated by the assat.
Recoverability of assets held for sale is measured by comparing the
carrylng amount ¢f the assebs to their estimated fair market value. If
any assets are -considered to be impaired, the impairment is measured
by the amount by which the carrying amount of the assets exceeds the
estimated fair value.

(h)  Derivative Instruments and Hedging Activities: -
We acceunt £for deriwvative instruments ' and hedging activities in
accordance. with SFAS No. 133, "Accounting for Periwvative Instruments
and Hedging " Activities;" as amended. SFAS No. 133, as amended,
‘requires that all derivative instruments, such ds intersst rate swaps,
be recognized in the financial statements and measured at fair value
regardless of the purpose or intent ¢f holding them.

On the date we enter into a deriwvative contract that gualifiss for
hedge accounting, we designate the derivative as elther a fair value
or cash flow hedge. A hedge of the fair valus.of a recognized asset or
liability or of an unrecognized firm commitment is a fair value hedge.
A hedge of a forecasted transaction or the varlability of cash flows
to be received or paid related to a recognized asset or liability is a
cash flow hedge. We formally document all relationships between
hedging instruments and hedged items, as well as our risk-management
objective and strategy for undertaking the hedge ~ transaction. This
process  Includes linking all derivatives that are designated as fair
value or cash flow hedges to specific assets and liabilities  on the
balance sheet or to specific firm commltments or forecasted
transactions. .

We- also feormally assess, both at the hedge's incepticon and on an
ongoing basis, whether the derivatives that are used in hedgihg
transactions are highly effective in offsetting changes in fair values
cr cash flows of hedged items. If it is determined that a derivative
is not highly effective as a hedge or that it has ceased to be a
highly effective hedge, we would discontinue hedge accounting
prospectively.

All derivatives are recognized on the balance sheet =t their fair
value. Changes in the fair value of derivative financial instruments
are elther recognized in income or shareholders' equity {as a
component of other comprehensive income), depending on whether the
derivative is being used to hedge changes in fair value or cash flaows.

As of December 31, 2007, we had dinterest rate swap arrangements
related to a portion of our fixed rate debt. These arrangements were
all terminated on January 15, 2008. These hedge strategies satisfied
the fair wvalue hedging requirements of SFAS No. 133, as amended. As a
result, the appreciation in value of the swaps through the time of
termination . is included in the consolidated balance sheet and is
recoginlzed as . lower interast expense over the duration of the
remaining life of the underlying debt.

(i} Investments:

Marketable Securities

We classify Our  COSt method investments at purchase as
available-for-sale. We do neot maintain a trading portiolic or
held-to-maturity securities, Cur marketable sacuritias are
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insignificant.
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Investments in Other Entities

Investments in entitias that we do not control, but where we have the
ability ‘to exercise significant influence over gperating and financial
policies, are accountad for using the squityv method of accounting (see
Note 3} . .

{3} Income Taxes and Deferred Income Taxes:

We file a consolidated federal income tax return. We utilize the. asset
and liability method of accounting for income taxes. Under the asset
and liability method, deferred income taxes are recorded for the tax
effect of temporary differences between the financial statement basis
"and the tax basis of assets and LlLiabilities using tax rates expected
to be in effect when the temporary differences are expected to
reverse. .

(k} Stock Plaas:

We have various stock-bassd compensation wplans. Awards under these
plans are granted to eligible officers, management amployees,
non-management employees and non-employee - directors. Awards may be
made in the  form of incentive stock options, non-gqualified stock
options, stock appreciation rights, restricted stock, restricted stock
units or other - stock-based awards. We have no awards with market or
performance  conditions. Our general policy is to issus shares upon the
grant of restricted shares and exercise of options from treasury.

Cn January 1, 200&, we adopted the provisions of SFAS No. 123 (revised
2004}, ~ "Share-Based Payment™ (SFAS No. 123R) and elected to use the
modified prospective transiticn method. The wmodified prospective
,transition method requires that compensation cost be recognized in the
financial statements for all awards granted after the date of adoption
as well as for existing awards for which the requisite service had not
been rendered as of the date of adopticn. Compensation cost for awards
that were cutstanding at the efifective date are recognized ower the
remaining service peried using the compensation cest previcusly
calculated for pro forma disclosure purposes.

On November 10, 2005, the Financial Accounting Standards Board (FASB)
issued FASE Staff Position SFAS No. 123R-3, "Transition Election
Related teo Accounting for Tax Bffects of Share-Based Payment Awards."
We elected to adopt the alternative <fransition method provided for
calculating the tax effects of share-based compensation pursuant fto
SFRS No. 123R. The alternative transition method includes a simplified
method to establish the beginning balance of the additional paid-in
‘capital pool {APIC pool) related to the tax effects of employee
share-based compensation, which is available to absorb tax
deficiencles recognized subsequent tc the adoption of SFAS No. 123R.

The compensation cost reccgnized is based on awards ultimately
expected to vest. SEAS No. 123R requires forfeitures to be estimated
and revised, if necessary, in subseguent periods if actual forfeiltures
differ from those estimates. :

{1} Net Income Per Common Share Available for Common Shareholders:

Basic net income per common. share is  computed using the  weightad
average number of commen shares outstanding during the period being
reported on. Except wien the effect would be antidilutive, diluted net
income per common share reflects the dilutive effact of the assumed
exercise  .of stock options. using the treasury stock method at the
beginning  of the period .being reported on as well as common shares
that would result from the conversicn ¢f convertible preferred stock
{EPPICS) and convertible notes. In additicn, ~ the related interest on
debt (net of tax) is added back tc income since it would not be paid
if the debt was converted to common stock,

{Z) R=cent Acceunting Literature and Changes in Accounting Principles:

Accounting for Endorsement Split-Dollar Life Insurance Arrangements

In September 2006, the FASB reached consensus on the guidance provided
by Emerging Issues Task Force [(EITF} No. 06-4, "Accounting for .
Deferred Compensation and Postretirement Benefitc Aspects of
Endorsement Split-Dollar Life Insurance Arrangements.”™ The guidance is
applicable to endorsement split-dollar life insurance arrangements,
whereby the employsr owns and controls the insurance policies, that
are assoclated with a postretirement benefit. EITF No. 06-4 requires
that for a split~dollar life insurance arrangemedt within the scope of
the issue, an employer should recognize a liability for futurs
benefits in accordance with SFAS No. 106 ({if, 1in substance, a
postretirement benefit plan exists] or BAccounting Principles Board
Opinion (APB) No. 12 (if the arrangement 1is, in substance, an
individual deferred compensation contract) based on the substantive
agreement - with the employee. EITF No., 06-4 was effective for fiscal
years beginning after December 15, 2007. Our adoption of the
accounting requirements of EITF No. 06-4 in the first quarter of 2008
had no impact on our IZinancial position, results of operations or cash

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



flows,
F-11

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Fair Value Measurements

In  September 2006, the FASE issued SFAS No. 157, "Fair Valus
Measurements,® which defines fair value, establishes a frameworkx for
measuring fair walue, and expands disclosures about fair wvalue
. measurements. In February 2008, the FASE amended SFAS No. 157. to defer
the application of ‘this standard to nonfinancial assets and
liabilities until 2009.° The provisions of $FAS No. 157 related to
financial assets and iliabilities were effective as of the-beginning of
our 2008 fiscal vear. Our adoption of SFAS No. 157 in the first
quarter of 2008 had no impact on our . financial. position, resulis of
operations or cash flows. We do not expect the adoption of SFAS Ne.
157, .as amended, in the first guarter of 2009 with respect to its
effect on  nonfinancizl assets and liabilities to nave a material
impact on our financial position, results of operations or cash flows.
Nonfinancial assets and liabilities for which we have not applied the
provisions of SFAS No. 157 include those measured at fair value 'in
impairment testing and those  initially measured at falr value in a
business combination. -

The Fair Value Option for Financial Assets and Financial Liabilities

In February 2007, the FASB issued SFAS No. 159, "The Fair Value Optien
for Financial Assets and Financial Liabilities - Including an
Amendment of FA3B Statement Neo. 115,7 which permits entities to choose
to measure many financial instruments -and certain other items at fair
value. The provisions of SFAS No. 159 were effective as of the
beginning of our 2008 fiscal year. Our adoption of SFAS No. 159 in the
first gquarter of 2008 had no impact on our financial position, results
of operations or cash flows.

Accounting  for ‘Collateral Assigmment Split-Dollar Life Insurance

In March 2007, the FASBE ratified the consensus reached by the EITF on
Issue No. 06-10, MAccounting for Collateral RAssignment Split-Deollar
Life Insurance Arrangements.” EITF No. 06-10 provides guidance on an
employers' ‘recognition of a liability and related compensation costs
for collateral assignment split-dollar 1life insurance arrangements
that provide a benefit to an employee that extends into postretirement
periods, and the asset in collateral assignment split-dollar life
insurance arrangements. EITE No. 06-10 was effective for fiscal years
beginning after December .15, 2007, Our adoption of the -accounting
requirements of EITF No. 06-10 in the first quarter of 2008 had no
impact on our financial positiocn, results of. operations or cash flows.

Accounting for the Income Tax Benefits of Dividends on Share-Based

in June 2007, the FASE ratified EITF No. 06-11, -“Accounting for the
Tncome Tax Benefits of Dividends on Share-Based Payment Awards.™ EITF
No. 06-11 provides that tax benefits asscclated with dividends on
share-based payment awards be recorded as a component of additional
paid=-in ‘capital. EITF No. 06-I11 was effective, on a prospective basis,
for fiscal years beginning after December 153, 2007. The implementaticn
of this standard in the first quarter of 2008 had ac materizl impact
on our financial positien, results of operations aor cash flows.

Business Combinatiens

In December 2007, the FASE revised SFAS No. 141, "Business
Combinations." The revised statement, SFAS No. 141R, reguires an
acquiring entity to recognize all the assets acquired and liabilities
assumed in a transaction at the acquisition date at fair value, to
remeasure liabjlities .related t¢ contingent consideration at fair
value 1in each subsequent reporting period and to expense all
acquisition related costs. The eiffective date of SFAS No. 141iR is for
business combinations for which the acquisition date is on or after
the beginning of the first annual reporting peried beginning ¢n or
after December 15, 2008. This standard does not impact cur currently
reported results and we do not expect the adoption of SFAS No. 141R in
the first quarter of 2009 to have a material impact on our financial
position, results of operations or cash flows.

Noncontrolling Interests in Consolidated Financial Statements

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling
Interests in Consolidated Financial Statements.” SFAS No. 160
establishes reguirements for ownership interest in subsidiaries held
by parties other than the Company (sometimes called "minorifty
interest”) be clearly identified, presented and disclcsed in the
consolidated statement of financial position within shareholder
equity, but sepazate from the parent's equity., 2ll changes in the
parent's ownership interest are reguired to be accounted for
consistently as equity transactions and any noncentrolling equity
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investments. in unconsclidated subsidiaries must be measured initially
at fair value., SFAS No. 180 is effective, on a prospective basis, Ifor
fiscal vears beginning after Decgmber 15, 2008. However, cresentation
and disclosure requirsments. must be retrospectively appliéd to
comparative financial statements. We-.do not expect the -adopticn of
SFAS No. 160 in the first guarter of 2009 to have a material impact on
our financial position, results of operations or cash flows. .

The Hierarchy of Generally Accepted Accounting Principles

In May 2008, the FASE issued SFAS No, 162, "The Hiesrarchy of Generally
Accepted Accounting  Principles.” This standard identifies the sdurces
of accounting principles and the framework for selecting the
principles to be used in the preparation of financial statements of
nongovernmental - entities that are presented in conformity wilth U.S.
GARAEP. The effactive date of SFAS No. 162 wad November 15, 2008. Our
adeption of SFAS No. 162 during the fourth quarter of 2008 did not
result in any changes Lo our current aceounting practices or pelicies
and thereby has not impacted the preparation of the consolidated
financial statements.

Determining . Whether instruments Granted ' in Share~Based Payment'

In June 2008, the FASE ratified FSP EITF 03-6-1, "Determining Whether

Instruments Granted in Share-Based -  Payment Transactions are

Participating Securitiss.” FSP EITF 03-6~1 addresses  whelther

ingtruments . granted ia shara-based payment transactions are

participating securities pricr to vesting and, therefore, should be

included in the earnings. allocation in computing earnings per share

under the two-class method. FSP EITF 03-6-1 is effective, on a

retrospective basls, for financial statements 1ssued for fiscal vears

beginning after December 15, 2008, and interim periods within those

years. The Company has cencluded that our cutstanding non-vested

restricted stock is a participating security in accordance with FSP

EITF 03-6=1 and that we will be reguirad to adjust our previously

reported, basic and diluted Income per Common snare, The Company

axpects that our adoption of FSP EITF 03-6-1 in the first quarter of -
2009 will increase our weighted average shares outstanding and will

reduce our basic and diluted income per common share from that-
previously reported. Co- o

Employers' Disclosures about Postretirement Benefit Plan Assets

tn December 2008, the FASR issued FSP SFAS 132 (R)-1, T"Employers'
pisclosures about Postretirement Benefit Plan Rssets." FSP SFAS 132
{R]-1.amends SFAS No. 132, "Employsrs' Disclosures about Pensions and
fOther Postretirement Benefits,™ to provide guidance on an emplovers’
disclosures about plan assets of a defined benefit pensien or other
postretirement plan. FSP SFAS 132 (R})-1. requires additiconal
disclosures about investment policies and strategies, categories of
plan assets, falr value measurements of plan assets and significant
concentrations of risk. The disclosures about plan assets required by
FSP SFAS 132 (R}-1 . are eifective for fiscal vyears ending after
December 15, 2009. We do not expeci the adoption of FSP SFAS 132 (R)-%
ko have a material impact on our financial positicn, results of
cperations or cash flows. We will adopt the disclosure reguirements of
FSP SFAS 132 (R)-1 in the annual report for cur Eiscal vear ending
December 31, 2009. .

{3) Acquisiticn of Commonwealth Telephone and Global Valley Networks:

on March 8, 2007, we acquired Commonwealth Telephone Enterprises, Inc.
{("Commonwealth™ or "CTE™) in a cash-and-stock taxable transaction, feor a
total consideration of approximately $1.1 billion. We paid $804.1 millicn
in cash ($663.7 million net, after cash acguired) and issued commen stock
with a value of $249.8 millioa.

On Gctober 31, 2007, we acquired Glcbal Valley Networks, Inc, and GVN
Services {together GVN) through the purchase from Country Road
Communications, LLC of 100% of the ocutstanding commeon stock of Evans
Telephone Holdings, Inc., the parent Company of GWN. The purchase price of
$62.0 million was paid with cash on hand.

We have accounted for the acquisitions of Commonwealth and GVN as purchases
under U.S. GAAP. Under the purchase method of accounting, the assets and
lizbilities of Commonwealth and GVN are recorded as of their respective
acquisition dates, at thelr respective fazir values, and consolidated with
those of Frontier. The reported consolidated financial condition of
Frontier as of December 31, 2008, reflects the final allocation of these
fair values for Commonwealth and GVN.
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- The following schedule provides a summary of the final purchase price paid
by Frontier in the acguisitions of Commonwealth and GVN: :

{$ in theusands)

it Commonwaalth i GVN
Cashrpaid , . % 804,085 *§5 62,001
Value of Frontier common stock issued : 249,804 -
Accrued closing costs . 469 -
Total Purchase Price 3 1,054,358 $ 62,001

With respect to our acquisitions  of Commonwealth and GVN, the purchase
price has been allocated based on fair wvalues to the net tangible - and
intangible assets acquired and liabilities assumed. The final allocations
are as follows:

1$ in thousands)

Commonwealth GVN

allocation of purchase price:
Current assets (1) ' } 3 187,986 s 1,581
Property, plant and equipment ' 387,343 23,378
Goodwill 690,262 34,311
Other intangibles 273,800 7,250
Other assets ) 11,285 812
Current portion of debt . (35,000 (17}
Accounts pavable and other current liabilities L {80,375} (626)
Deferred income taxes {143,539 {3,740}
Convertible notes {209,553) -
Other lizbilities . (27,851) (1,148)

Total Purchase Price - § 1,054,358 $ 62,001

{i} Includes $140.6 million of tetal acquired cash.
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The following unaudited pro forma financial informaticn presents the
combined results of operations of Frontier, Commonwéalth and GVN as if the
acquisitions had occurred a2t the beginaing of each pericd presented. - The
nistorical results of the Company include the results of Commonwealth Trom
the date of its acguisition en March 8, 2007, and GVN from the date of its
acqguisition on  October 31, 2007. The pro “¥orma information . is  not
necessarily indicarive of what the financial position or results of
operations actually would have been had the acquisitions been completed at
the beginning of each period presented. In addition, the unaudited pro
forma financial information  dees not purport o -project the future
financial position or operating results of Frontier after completicn of the
acquisiticns.

2007 2006
{$ in thousands, except per share amounts)
Revenue 5 2,362,695 $ 2,371,143
Operating income 5 720,476 ] 717,312
Income from continuing coperations 5 218,428 $ 285,434
Income from discontinued operations 3 - 90,547
Net income available for common shareholders 3 218,428 $ 375,981
Basic income per common share:
Income from ceontinuing operations : 3 0.66 5 - 0.83
. Income from discontinued operations . . - 0.28
Wet income per common share ' 3 0.66 $ 1.09
Diluted income per common share:
Income from continuing operations $ 0.68 $ 0.83
~ Income from discontinued operations - 0.26

Net income per common share 3 0.66 $ 1.09

(4% Property,.Plant and Egquipment:

The components of property, plant and equipment at December 31, 2008 and
2007 are as follows:

. . Estimated

{5 in thousands) : Useful Lives 2008 2007
Land o ) N/A $ 22,631 § 23,347
Buildings and leasehold improvements 41 vyears 344,839 343,826
General suppert 5 ko 17 years . 508,825 492,771
central office/electronic circult equipment 5 to 11 years 2,955,440 2,855,645
Cable and wire 15 to 60 years 3,623,193 ) 3,484,838
Other 20 to 30 years 24,703 46,620
Construction work in progress 97,429 128,250

_ 7,581,060 7,375,297
Less: Accumulated depreciation {4,341,087) {4,040,053)
Property, plant and equipment, net. $ 3,239,973 $ 3,335,244

Depreciation. expense is principally based on the composite group method.
Depreciation expense was $379.5 million, $374.4 million and $330.1 million
for the vyears ended December - 31, 2008, -2007 and 20086, respectively.
Effective with the completion of an independent study of the estimated
useful lives of our plant assets we adopted new lives beginning Octcber 1,
2008,
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{5) Retained Earnings - Cumulative Effect Adjustment:

in September. 2006, the SEC staff .issued Staff Accounting Rulletin (3AB)

Topic IN (SAB Mc. 108), “Financial Statements ~ Considering the Effects of
orior Year Misstatements when Quantifying Misstatements in Current Year
Financial Statements". SAB No. 108 s provides guidance on how prior year

misstatements should be taken into consideration when guantifying
misstatements in current. year Zfinancial statements for purpeses of
determining whether the financial statements are waterially misstated.
Under this guidance, companies should take inte account both the effect of
a misstatement on the current year balance sheet as well as the impact upon
the current year income statement in assessing the materiality of a current
year misstatement. Once a current year misstatement has been guantified,
the guidance in SAB Topic 1M, "Financial Statements Materiality," (SAB No.
98} will be applied to determine whether the misstatement is material.

SAB No. 108 allowed -for & one-time transitional cumulative effect
adjustment to retained earnings as of January 1, 2006 for errors that were
not previously deemed matsrial as they were being evaluated under a single
method but were material when evaluated under thé dual approach prescribed
by SEB Me. 108. The Company adopted SAB No. 108 'in connection with the
preparation of its financial staftements for the ysar ended December 31,
2006. "The adoption did not have any impact on the Company's cash flow or
prior year financial starements. As a result of adepting SAB No. 108 in the
fourth quarter of 2006 and electing to use the one-time transitional
cumulative effect adjustment, the Company made adjustments to the beginning
balance of retained earnings as of January 1, 2006 in the fourth guarter of
2006 for the following errors {all of which were determined to be
immaterial under the Company's previous methodelogy):

Summary of SAB Mo. 108 entry reccrded January 3, 2006:

_ Increase/
{¢ in thousands) ) {becrease)
Property, Plant & Equipment ' ' 5 1,990
Goodwill . (3,716}
Other Assets ) (20,081)
$ (21,807)
Current Liabilities 5 {2,922)
beferred Taxes : {17,339}
Other Long-Term Liabilities {13,037
Long-Term Debt 124,901)
Retained Earnings . 36,392
3 (21,801

Deferred Tax Accounting. As a result of adopting SAB No. 108 in the fourtn-
guarter of Z006 we recorded a decrease in deferred income tax liabilities

in the amount of approximately $23.% millien and an increase in retained
earnings of approximately $23.5 million as of Jannary 1, 2(06. The change
in defarred  tax and retained =arnings is a result of excess deferred tax
liabilities that built wup in periods prior to 2004 (approximately 54

miiliom in 2003, $5.4 milflion 4n 2002 and $34.1 million in-2001 and prior},

resulting primarily from differences betwsen actual state dincome tax rates
and the effective composite state rate utilized for estimating the

Company's book state tax provisions. ’

Goodwill. During 2002, we estimated and booked impairment charges (pre-tax)
of $1.07 billion. We subsequently discovered that the impairment charge
recorded was overstated as it exceeded the underlying book value by
approximately $8.1 millicn. The rssult was an understatement of goodwill.
We corrected this error by reversing the negative goodwill balance of $8.1
million with an offset to increass retained earnings.
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Unrecorded Lizbilities. The ' Company changed 1its accounting policies.
agsociated with the accrual of utilitdes and = wacation expense.
Yistorically, ' the Company's practice was fo expense utility -and vacation’
¢costs.in the period these items were pald, which .generally resulted in a
full year of utilities and vacation expense in the consclidated statements
of operations. The wutility costs are now accrued in ‘the pericd used and
vacation costs are accrued in the period earned. The cumulative amount of
these c¢hanges as of the ©beginning of fiscal 2006 was ‘approximately $3.0
millien and, as provided in SAB No. 108,  the impact was recorded as &
redinction of retained earnings as of the beginning of fiscal 2006,

We ostablished an accrual of 54.5 million for advance billings associated
with certain revenue at two telephone properties that the Company cperated
since the 19%30's. For these two properties, . the Company's records have not
reflacted the liability. This had ao impact on the revenue reported for any
of the five years reported in this Form 10-K.

We recorded a long-term  liability of $2.5 million "to recognize a
postratirement annuity payment obligation for twe former exscutives of the
Company. The liability should have been established in 1939 at the time the
two employees elected to exchange their death benefit rights for an annulty--
payout in accordance with the terms of their respective split-dollar life
insurance . agreements. We established the liability effective January 1,
2006 in. accordance with SAB No. 108 by reducing retained earnings by a like
amount .

Long-Term Debt. We recorded a reclassification of $20.1 million from other
assets to long-term debt. The -amount represents debt discounts which the
Company . historically .accounted for as a deferred asset. For certain debt
issuances the Company amortized the debt discount using the stralght line,
methed instead of the effective intersst method. We corrected this errcr by
increasing the debt discount by $4.8 million and increasing retained
earnings by a like amount.

Customer Advances for Construction. Amounts- assoclated with "construction
advances" remaining on the Company's balance sheet ~(3%2.4 million at
December 31, 2005) ,included ' approximately $7.3 million of such -contract
advances that were transferred to the purchaser of our water and wastewater
operations on January 15, 2002 and accordingly should have been included ia
the gain recognized upon sale during that pericd. Upen the adoption of SAB
Mo, 108 in the fourth quarter of 2006, this error was corrected as of
Jamuary 1, 2006 through a decrease in othér long-term liabilities and an
increase in retailned earnings.

Purchdse Accounting. During the pericd 19%¢1 to 2001, Ffrontier acquired a
number -of telécommunications businesses, growing- its asset Dbase from
spproximately -~ $5400.0 million in 1991 to approximately $6.0 billien by the
and of 2001. As a result of these acquisitions, we recorded in accordance
with purchase accounting standards, all of the assets and liabilities
associated with these properties. We have determined that approximately
$18.8 million (net) of liabilities were established in error. Approximately
518.0 million of the liabilities should have been recorded as 3 decrease to
goodwill and $4.2 millicn should have been an lncrease to property, plant
and equipment ($1.92 million after amortizatiocn of $2.21 million}. In
addition, $4.964 million of liabilities should have been reversed in 2001.
We corrected this error by reversing the liability to retained sarnings.

Zs permitted by.the adoption of SAB No. 108, we have adjusted our
previously recorded acquisition entries as follows:
f

Increase/
1% in thousands) {Decreass)
Property, Plant & Eguipment g 1,430
Goodwill {18,049)

$ {16,059)
Current Liabilities 5 {10,468)
Other Long-Term Liabilitiss (8,345)
Retained Earnings Z,754

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Tax Effect, The net effect on taxes (excluding the $23.5 million entry
described above) resulting from the adoption of' SAB Ho. 108 was an increase
‘to deferred tax - liabilities of $6.2 million and an incresse to goodwill of
6,2 million. .

(6) - Accounts Recelval

The components of accounts receivable, net at December 33, 2008 and 2007
are as fcllows: '

(% in thousahds} ’ 2008 z007.

End user ' : $ 244,395 5 244,592

Other . 17,977 22,918

Less: Allowance £or doubiful accounts (40,125 (32,7481
Acéounts receivable, net § 222,247 S 234,762

it
n

An analysis of the activity in the allowance for doubtful ‘accounts for the
years ended December 31, 2008, 2007 and 2006 is as follows: '

Additions
Balance at Balance of  Charged to Charged to other Balance at
X . beginning of acquired bad debt accounts - end of
Allowanca for doubtful accounts Period propertias axpense* Reveanue Deducticns Period
2006 . $ 31,385 $ - § 20,257 5 80,003 § 23,108 $ 108,537
2007 108,537 1,499 31,131 {77,828) 30,521 32,748
52 27,825 40,125

2008 - 32,748 1,150 31,790 : 2,3

* Zuch amounts are included in bad debt expense and ror financial reporting.

purposes are classified as contra-revenue.

We maintain an allowance  for estimated bad debts based on our estimate of
.gollectability of our accounts receivable. Bad debt expense ls recorded as
a reduction to revenue.

Our allewance for doubtful .accounts increased by approximately $78.2
million in 200% as & result of carrier activity -that was in dispute. Our
allowance for doubhful accounts {and "end user" receivables] declined from
bDecember 31, 2006, primarily as a result of the resclution of our principal
carrier dispute. On March 12, 2007, we entered into a settlement agraement
with a carrier pursuant to which we were paid $37.5 million, resulting in a

~ favorzble impact or our revenus in the first gquarter of 2007 of $38.7
million. '

(7) Other Intangibles:
ST _ . .

The compenents of other intangibles at December 31, 2008 and 2007 are as

follows:
($ in thousands) . 2008 2007
Customar base $ 1,265,052 51,271,085
Trade name 132,664 132,381
Other intangibles 1,397,716 1,403,468
Less: Accumulated amortization . {1,038,042) {855,731)
Total other intangibles, net $ 359,674 3 547,735

Amortization expense was $182.3 million, $171.4 million and $126.4 million
for the vears ended December . 31, 2008, 2007 and 20086, respectively.
Amortization expense  for 2008 1z comprised . of $126.3 million for
amortization associated with our "legacy" Frontier properties and $56.0
million for intangible assets (customer base and trade name) that ware
acquired in the Commonwaalth and Global Vallev acquisitions. As of December
31, 2008, $263.5 million has been allocated to the customer base (five vear
life) and 510.3 millien to the trade name {five year life) - acguired in the
Commonwealth acquisition, and $7.3 million to the customer base (five vear
life) acquired in the Global Valley acquisition.. Amortization expense,
based on our estimate of useful lives, is estimated te be $113.9 million in
2009, $56.2 million in 20190 and 2011 and *$11.3 million in 2012.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2002
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(8} Discontinued Operations:

Electric Lightwave

On July 31, 2006, we sold our CLEC business, Electric Lightwave, ILC

{ELI}, for $253.3 million [including a later sale of associated real

estate) in cash plus the assumption of approximately 54.0 million in’
capital lease cbligations, We recognized a pre-tax gain on the sale of

ELI of approximately $116.7 million. Our after-tax gain on the sale

was §71.6 million. .Our cash liability for taxes as a result of the

sale was approximately $5.0 million dug to the utilization of existing

tax net operating losses on both the Federal and state level.

In accordance with SFAS No. 144, any component of ‘gur business that we
dispose of, or classify as held for-sale, that has operations and cash
lows clearly distinguishable from continuing coperations for financial
reporting purposes, and that will be eliminated from the ongoing
operations, . should bke cilassified as discontinued operztions.
Accordingly, we have classified the results of operaticns of ELI as
discontinued cperations in our censolidated statements of operations.

We ceased to record depreciation expense for ELI effective February
20086.

Summarizéd financial dnformation fer ELL for the yéar ended December
31, 2006 is set forth below:

{$ in thousands)

———————————————— 2006
Revenue 5 100,612
Cperating income 5 27,882
Income taxes : 5 11,583
Net income ) . $ 1lg,912
Gain on disposal of ELI, net of tax 3 71,6357

(3) Iavestments:

Investments at Decemper 31, 2008 and 2007 include equity methed ilavestments
of $8,044 and §$21,191, respectively. Our investments in entities that are
accounted - for under the equity method of accounting consist of the
following: (1) 2 50% interest in the C-Don Partnership, acquired in the
purchase of Commonwealth, which publishes, manufactures and distributes
classified telephons directories in the Commonwealth service territory: (2]
a3 16.8% interest .in the Fairmount Cellnlar Limited Partnership which is
engaged in cellular mobile telephcne " service in the Rural Service Area
(RSA) designated by the FCC as Georgia RSA No. 3; and. {3) our investments
in CU Capital and CU Trust with- relation teo our convertible preferred
securities that wera fully redeemed in the fourth guarter of 2008.

110y Falr Value of Financial ‘Instruments:

The follewing table summarizes the carrying amounts and estimated  fair
values for certain of ocur financial instruments at December 31, 2008 and
2007. for the other financial instruments, representing cash, accounts
receivables, long-term debt dué within one year, accounts payable and other
accrued liabilities, the carrying amounts approximate fair value due o the
relatively short maturities of those instruments. Other squity method
investments for which market values are not readily available are carried
at cost, which approximates fair value,
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The fair value of our long-term debt is estimated based on guoted market
prices at the reporting date for those fihancial instruments.

(¢ in thousands) ' 2008 - ' . 2007

Carrying Carryii’l.g

Amount Fair Value Amount Fair Value.
Long-term debt (1} § 4,721,685 $ 3,651,924 $ 4,736,897 $ 4,708,217

{1y 2007 includes interest rate swaps of $7.3 million and EPPICS of $14.5
million. '

{11} Long-Term Debt:

The..activity in cur long-term debt from December 31, 2007 to Decsmber 31,
2008 is summarized as follows:

Year Endad December 31, 2008

Reclassification Interest
. Interest of Bate* at
December 31, Hew Rate Conversion to - Related Party December 31, December 21,
(% in thousands) 2007 Payments Borrowings © Swap Common Stock Debi - l00s 2008
Rural Utilities Service
Loan Contracts 5 17,558 % (348) 8 - s - 5. - s - 5 16,607 6.07%
Senior Unsecured Debt 4,715,413 (138,107) 135,000 {7,50%) {1, €64} - 4,702,331 7.54%
EPPICS (see Note 15) 14,521° (3,425) - - {550) (10,508} -
Industrial Deavelopment . . .
Revenue Bonds 13,550 - - - - ) - 13,550 6.31%
TOTAL LONG-TERM DEGT 5.4,760,639 $(142,480) §135,000 $1{7,909) 5(2,‘256) 5(10,500) $4,732, 488 T7.54%
Lzss: Dabt Discount (21,294} {6,946}

Less: Current Portion (2,448}

* Interest rate includes amortization of debt issuance costs, debt premiums
or disrounts, and deferred gain on interest rate swap terminations. The
interest rates for Rural Utilities Service Loan Contracts, Senior Unsecured
Debt, and Industrial Development Revenue Bonds rapresent a welghted average
of multiple issuancas.
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additicnal information rsgarding cur Sepicr Unsecursd Debt at Decsmber 31:

2008

: _ Principal Interest

{$ in thousands! . Qutstanding Rate

Senior HNotes:
Due 5/15/2011 E 921,276 ' 9.250%
Due 10/24/2011 200,000 5.270%
Due 12/31/2012 147,000 .448% (Variable)
Due 1/15/2013 700,000 6.250%
Dug 12/31/2013 133,488 .250% (Variable)
Dus 3/15/2015 300,000 | 6.625%
bus 3/15/2019 450,000 F.125%
Duz 1/15/2027 £00, 0G0 7.875%
Due 8/15/2031 945,325 %.000%
] 4,187,589

 Debenturss due 2025 - 2046 458,742 7.137%

Subsidiary Senior : )
Notes due 12/1/2012 : 36,000 g.050%
CTE Convertible Notes due 7/23/2023 -
Tair wvalue of interest rate swaps . -

Total : $ 4,702,331

During 2008, we retired an aggregate principal amount of $144.7 million of
debt, consisting of $128.7 million of 2,25% Senior Motes due 2011, $12.0
million of other senior unsecured -debt and rural utilities service loan
contracts, and $4.0 million of 5% Company Obligated Mandatorily Redeemable
Convertible Preferred Securities due 2036 (EPPICS). ’

On March 28, 2008, we borrowsd $135.0 million under a senior unsecured term
ican facility that was established on March 10, 2008. The loan matures in
2013 and bears interest of 2.250% as of December 31, 2008 based on the
prime rate or LIBOR, at our slection, plus a margin which varies depending
on cur debt leverage ratio. We msed the proceeds to repurchase, during the
first guarter of 2008, 3$128.7 million principal amcunt of our 2.25% Senior
NMotes due 2011 and to pay for the $6.3 million of premium on eazly
retirement of these notes. :

As of Dacember 31, 2008, EPPICS representing a total principal amount of
$187.8 million have been converted into 15,969,645  shares of our common
stock.. There were no . cutstanding EPPICS as of December 31, 2008. 5As a
result of the redemption of all outstanding EPPICS as of December 31, 2008,
the 310.5 million in debt with related parties was reclassified by the
Company -against an offsetting investment.

2s of December 31, '2008, ‘we had an available line of credit with seven
financial institutions 1in the aggregate amount  ¢f $250.0 million.

2007
Erincipal. Interest
Qutstanding Rate
$ 1,050,000 5.250%
200, 000 6.270%
148,500 6.750% {(Variable}

700,000 6.250%
300,000 5.625%
450,000 7.125%
440,000 7.875%
345,325 9.000%

4,193,825
468,742 7.137%
36,000 B.0S0%
3,537 3.250%

7,909

Lssociated facility fees wvary, depending on our debt- leverage ratio, and-

were 0.225% per annum as of December 31, 2008. The expiration date for this
5250.0 million five vear revolving credit agreemsnt is May 18, 2Z01Z. During
thg term of the credit facility we may borrow, repay and reborrow funds,
subject to customary borrowing conditions. The credit facility is available
for general c<orporate purposes but may not be used to fund dividend
payments. '

On January 15, 2008, we terminated all of our interest rate swap agreements
representing $400.0 million notional ameunt of indebtedness associated with
our  Senior MNotes due in 2011 and 2013. Cash proceeds on the awap
terminations of approximately &§15.5 million were received in January 2008.
The related gain has-been deferred on the ceonsolidated balance sheet, and
is being amortized into interest expense over the term of the associated
debt. '

During 2007, we retired an aggregate principal amount of 3$967.2 million of
debt, dincluding $3.3 million of EPPICS and 517.8 million of 3.23%
Commonwealth convertible notes that were converted into our. common stock.
As further dascribed below, we femporarily horrowed and repaid 3$200.0
million during the month of March 2007, utilized to temporarily fund our
acquisition of Commonwealth.
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in connection with the -acguisition of Commeonwealth, we assumed $35.0
miliion of debt under a, revolving credit facility and approximately $191.8.
million face zmount of Commonwealih convertible notes (fair wvalue of
approximately $209.6 million). During March 2007, we paid down the $35.0
million cradit facility, and through December 31, 2007, we retired
" approximately. 51832.3 million face amount (for which we paid $165.4 million.
id cash and $36.7 million  in common @ stock} of the convertible notes
(premium. pald of $18.9% million was recorded 23 $17.8 wmillion to goodwill
and $1.1 millicn teo other inceme (loss), net). The remalning outstanding
balance of $8.5 million was fully redeemed in the fourth quarter of 2008.

on March 23, 20607, we issued in a private placement an aggregate $300.0
million principal amdunt of 6.625% Senior .Notes due 2013 and 5450.0 million
principal -améunt of 7.1253% Senior Notes due 2013. Proceeds from the sale
were used to pay down . $200.0 million principal amount of indebtedness
borrowed on March 8, 2007 under a vridge loan facility in connection with
the acguisition of Commonwealth, and redeem, on April 28, 2007, 5485.2
million principal amount of ouxr 7,623% Senior Notes due 2008.

During the first -guarter of 2007, we incurred and expensed approximately
$4.1 millian of fees associated with the bridge lean facility - established
to temporarily fund our acguisition of Commonwealth. In the second gquarter
of 2007, we completed an exchange offer {to publicly vregister the debt) on
the $750.0 million in total of private placement notes described above, in
addition to the $400.0 million principal amount of 7.875% Senlocr MNotes
issued in a private placement on December 22, 2006, for registered 3enior
Motes due 2027. On April 26, 2007, we redeemed .$495.2 miilion principal
amount of our . 7.625% Seniocr Notes due 2008 at a price of 103.041% plus
accrued and unpaid interest. The debt retirement generated a pre-tax loss
on the early -extinguishment of debt at a premium of .approximately $16.3
million . in the second quarter of 2007 and is inciuded 1in other income
(loss), net. As a result of. this debt redemption, we alsc terminated thres
intersst rate swap agreements hedging an aggregate $150.0 million notiocnal
amount of indebtedness. Payments on the swap terminations of approximately
$1.0 million were made in the second quarter of 2007,

For the year ended Decembar 31, 2006, we retired an aggregate principal
zmount of $251.0 - million of debt, including $15.9 million of EFPPICS that
were converted into our common stock.

During the first quarter of 2006, we entered intoc two- debt-=for~debt
sxchanges of our debt securities. As a result, 547.5 million of our 7.625%
notes due 2008 were exchanged for approximately $47.4 million of our 3.00%
notes due 2031.. During the fourth quarter of 2006, we entsred intd four
debt-for-debt exchanges and exchanged $157.3 miliion of our 7.6253% notes
due 2008 for $149.9 millicn of our 9.00% notes due 2031. The 9.00% notes
are callable on the same general . terms and conditions as the 7.625% notes
exchanged. No cash was exchanged in these transactions. However, with
respect to the first quarter debt exchanges, a non-cash pre-tax loss of
approximately $2.4 million was  recognized in accordance with EITF No.
96=19, "Debtor's Accounting for a Modification or Exchange of Debt
Instruments,” which is included in other income ({loss), net, for the year
ended December 31, 2006.

on June 1, 2006, we retired at par our eatire $175.0 million principal
amount of -7.60% Debentures due June 1, 2006.

on June 14, 2006, we repurchased $22.7 million of our €.75% Senlor Notes
due BAuogust 17, 2006 at a price of 100.181% of par.

On August 17, 2006, we retired at par the $29.1 million remaining balance
of the 6.75% Sgnior Notes,

On December 22, 2006, we issued in a private placement, an aggregate 5400.0
million prinscipal amount of 7.875% Senicr Notes due January 15, 2027.
Proceeds from the sale were used to partially finance the Commonwealth:
acguisition.

In Decenmber 2006, we borrowed $150.0 million under a senior unsscured term
loan agreement. The loan matures in 2012 and bears interest based on an
average prime rate or London Interbank Offered Rate or LIBOR plus 1 3/8%,
at our electicn. Proceeds were used to partially finance the Commonwealth
acquisitien.

As of December 31, 2008 we were in compliance with all of our debt and
credit facility covenants.
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Oour principal payments for the next five years are as follows:

: Principal
{5 'in thousands) yments

3,857 :

2009 $
2010 s 7,236
2017 $ 1,125,143
2012 3 180,368
2013 g

829,131

(12} Derivative Tastruments and Hedging Activities:

Intarest rate swap agreements were used to hedge a portion of our debt that
iz subject to: fixed interest rates. Under our interest  rates swap
agreements, we agreed to pay an amount equal to a specified variable rate
of interest times a acticnal principal amcunt, and to receive in return an
amount equal to a specified fixed rate of interest times the same notional
principal amount. The notional amcunts of the contracts were not - exchanged.
No other cash payments are made unless the agreement is terminated prior .to
maturity, in which case the amount paid . or received in settlement is
established by agreement at the time of - termination and represents the
market - value, - at the then current rate of .interest, of the remaining
obligations to exchange payments under the terms of the contracts.

On-January 15, 2008, we terminated all of cur interest rate swap agreements
representing $400.0 million notional amount of indebtednezs associated with
our Senior Notes due in 2011 and 2013. Cash proczeds -on the swap
terminations of approximataly $15.5 million were received in January 2008.
The related gain has been deferrsd on the  consclidated balance shest, and
15 being amertized into intersst expense over the term of. the associated
debt, For the year ended December 31, 2008, we recognized $5.0 millicn of
deferred gain and anticipate recognizing 3$3.4 million during 2003,

As of January 16, 2008, we no longer have any derivative instruments. The
following disclosure is necessary to understand cur historical financial
statements. .

The interest rate swap contracts are reflected at fair value in cur
consolidated balance sheets and the related .portion of fixed-rate debt
being hedged is reflected at an amount equal toc the sum of its book wvalue
and ‘an amount representing the change in fair wvalue of the debt obligations
attributable to the interest rate risk being hedged. Changes in the fair
value of interest rate swap contracts, and the effsetting changes in the
adjusted carrying value of the related portion of the fixed-rate debt being
hedged, '~ are recognized in the .consolidated statements ¢f operations in
interest expense. The noticnal amounts of interest rate swap contracts
nedging fixed-rate indebtedness as of December 31, 2007 was $400.0 million.
Such. contracts required us to pay variable rates of interest (averags pay
rates of approximately- B8.54% as of December 31, 2007} and receive rixed
rates of interest (average receive rates of 8.50% as of December 31, 2007].
The fair value of these derivatives 1z reflected in other - assets as of
December 31, 2007 in the amcunt of $7.% million. The related underlying
debt was increased in 2007 by a like amount. For the years ended December
31, 2007 and 2006, the interest expense resulting from thess interest rate
swaps totaled approximately $2.4 million and $4.2 million, respectively.

]
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(13}- Investment Income:

The components of investment income for the years ended December 31, 2008,
2007 and 2006 are as follows: .

($ in thousands) : 2008 2007 20086
Interast and'dividand income -4 010,928 § 32,886 $ 22,172
Gzin from Rural Telephone Bank . '
dissclution . - . - . 61,428
Equity earnings/minority interest
in joint ventures, net- 3.576 e 2,795 {4,184)
Total investment incoms .5 14,504 § 35,781 . % 79,438

(14) Other Income (Loss), net:

The compeneants of other income {loss), net for the years ended_Decembef 31,
2008, 2007 and 2006 are as follows: :

(% in thousands} .- . 2008 2007 20086
Bridge loan fee ’ ' E - $  (4,069) $ -
Premium on debt repurchases : {6,290} ’ {15,217} -
Legal fees and settlement costs (1,037} - {1,000)
Gain on expiration/settiement of customer advances, net 4,520 2,031 3,53¢%
Loss on exchange of debt - - (2,433
Gain on forward rats agreements ’ - - 430
Other, net ] L {2,363} 2,422 2,471
5 2,007

Total other income {loss}, net $ (5,170} $ {17,833)

During the first guarter of 2008, we retired certain debt and recegnized a
pra-tax loss of $6.3 millicn on the early extinguishment of debt at a
premium, mainly for the 3.25%  Senier Notes due 2011, During the first
gquarter of 2007, we incurred 54.1 million of fees associated with a bridge
loan  facility. In 2007, we retired - certain debt and recognized a pre-tax
loss of $i8.2 million on the early  extinguishment of debt at a premium,
mainly for the 7.625% Senior Notes due 2008. During 2008, 2007 and 2006, we
recognized -income of $4.5 million, 52,0 million and $3.% million,
respectively, in conpection with certain retained 1liabilities, that have
terminated, associated with customer adwvances for construction’ from our
disposed water properties. During 2008 and 2006, we recorded legal fees and
sertlement costs in connection.with the Bangor, Mailne legal matter of 31.0
million in each year. In connection with our exchange of debt during the
first guarter of 2006, we recognized & non-cash, pre-tax loss of $2.4
million., 2006 alsc includes a gainh for the c¢hanges in fair value of our
forward rate agreements of $0.4 million. ’
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{15) Company Obligated Mandatorily Redesmable Convertible Preferred Securities:

As of - December 31, 2008, we fully redeemed the EPPICS vrelated debt
cutstanding to third parties. The following disclosure provides the history
regarding this issue. : .

_In 1996, our consolidated wholly-owned subsidiary, Citizens Utilities Trust
(the Trust), - issued, in an underwritten public cffering, 4,025,000 shares
of EPPTICS3, reprasenting prsferred undivided interests in the assets of the
Trust, with a liquidation preference of $50 per security (for a total
liquidation amount of $201.3 million). These securities had.an adijusted
conversion price of $11.46 per share of our commen stock. The conversion
price was reduced from $13,30 to $11.46 during the third quarter of 2004 as
a result of the $2.00 per share of commen stock special, non-recurring
dividend. The proceeds from the issuance of the Trust Convertible Preferred
Securities and a Company capital contribution were used to purchase $207.5
million aggregate  liguidation amount of 5% Partnership Convertible

‘greferred Securities due 2036 from another wholly-owned subsidiary,
Citizens Utilities Capital L.P. {the Partnershipl. The proceeds from the

- issuance of the Partnership Convertible Preferred Securities and a Company
capital contribution were used to purchase from us $211.8 million aggregate
principal amount of 5% Convertible Subordinated Debentures due 2036. The
scle assets of the Trust were the Partnership Convertible Preferred
Securities, 'and our Convertible Subcrdinated Debentures were substantially
all the assets of the Partnership. Our obligations under the agreements
related to the issuances of such securities, taksn together, constituted a

“full and unconditional guarantee by us of the Trust's obligations relating

_to the Trust Convertible Prefarred Securities and the Partnership's
obligations relating to the Parfnership Convertible Preferred Securities.

In acoordance with the terms of the issuances, we paid the annual 3%
interest in quarterly installments on the Convertible Subordinated
Debenturas. in 2008, 2007 and 2006. Cash was paid (net of Investment
returns}. to the Partnership in payment of the interest on the Convertible
Subordinated Depentures. The cash was then distributed by the Partnership
to the Trust and then by the Trust te the holders of the EPPICS.

&s of December 31, 2008, EPPICS representing a total principal amcount of
$197.8 million have been cenverted into . 15,963,645 .shares of our common
stock.  There were no outstanding EPPICS as of December 31, 2008. As a
result of the redemption c¢f all cutstanding EPPICS as of December 31, 2008,
the 510.5 million in debt with related parties was reclassified by the
Company against an offsetting investment.

We adopted the - provisioms of FIN No. 46R (revised December 2003} (FIN No.
46R), "Consolidation of Variaple Interest Entities,” effective January 1,
2004. Accordingly, the Trust holding the EPPICS and the related Citizens
Ytilities Capital L.P. were deconsolidatad.

(16} Capital Stock:

We are authorized to issue up fc 600,000,000 shares of commen stock. The
amount and timing of dividends payable on common stock are, subject to
applicable law, within the sols discretion of our Board of Directors.

(17} Stock Plans:

At December 31, 2008, we had five stock-based compensation plans under
which grants have been made and awards remained outstanding. These plans,
which are described below, are the Management Eguity Incentive Plan (MEIF],
the 1996 Equity Incentive Plan (1996 EIP}, the Amended and Restated 2000
Fquity Incentive Plan (2000 EIP), the Non-Employee Directors' Deferred Fee
Plan {Deferred Fee Plan) and the Nen-Employee Directors' Eguity Incentive
Plan tDirectors' Equity Plan, and together with the Deferred Fee Plan, the
Director Plans).

In accordance with the adoption of SFAS No. 123R as of January 1, 2006, we
recorded stock-based compensation expense for the cost of our stock
options. Cempensation expense, reccgaized in other operating expenses, of
$0.0 million, &0G.8 million and 3$2.2 millien 1in 2008, 2007 and 2006&,
respectively, has been racorded for the cost of our stock options. Our
general policy is to issue shares upon the grant of restricted shares and
exercise of options from treasury. At December 31, 2008, there were
16,053,182 shares authorized for grant under these plans and 4,170,361
shares available for graat. MNo further awards may be granted under the
MEIP, the 1986 EIP or the Defarred Fee Plan.
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Tn connecticn with the Director Plans, compensation costs associated with
the issuance of stock units was 5$0.8 million, $1.6 million and $2.0 millien
in 2008, 2007 and 2006, respectively. Cash compensation associated with the
Director Plans was $0.5 million in each of 2008, 2007 and.2006. These costs
are repognized in othear operating expenses. -

‘We have granted restricted stock awards to key employees in the form.of”our
common stock. The number of shares issusd as restricted stock awards during
2008, 2007 and 2006 were 887,000, 722,000 and 732,000, respectively. None
of the restricted stock awards may be sold, assigned, pledged or otherwiss
transferred, vwvoluntarily or involuntarily, by the employees until the
restrictions lapse, subject to limited exceptions. The restrictions are
time based. At December 31, 2008, 1,702,000 shares of restricted stock were
outstanding. Compensation expense, recognized in other operating axpenses,
of 56.9 million, $6.6 million and 56.0 million, for the years ended
December 31, 2008, 2007 and 2006, respectively, has besen recorded in
connecktion with these grants.

Management Equity Incentive Plan
Prior to its expiration on June 21, 2000, . awards of :our commen stock could
have been granted under the MEIP to eligible officers, management  employees
and non-management employees. in the form of incentive stock opticas,
non-qualified stock options, stock appreclation rights (SARs)y, restricted
" stock or other stock-based awards.

Since the expiration .of the MEIP, no awards have been or may be granted
under the MEZIP, The exercise price of stock options lssued was equal to or
greater than the fair market value of the underlving common stock on the
date of grant. Stgck optilohs were not ordinarily exercisable cp the date of
grant but vested over a period of time (generally four years). 511 stock
cptions granted under the MEIP are vested. Under the terms of the MEIF,
subsequent -stock dividends and stock splits have the effect of increasing
the option shares cutstanding, which correspondingly decreases the average
exercise price of cutstanding options. :

19%6 and 2000 Eguity Incentive Plans

Since the expiration date of the 19%6 EIP on May 22, 2006, no awards have
been or may be granted under the 1996 EIP. Under the 2000 EIP, awards o
our common stock may be granted to eligible cfficers, management emplovees
and non-management employees in' the form of incentive stock options,
non-qualified stock options, SARs, restricted stock or other stock-based
awards. As discussed under the Non-Employee Directors' .Compensation Plans
pelow, prior ko May 25, 2006 non-employee directors recelved an award of

stock options under the 2000 EIP upon commencement of servica.

At December 31, 2008, 'there were 13,517,421 shares authorized for grant
under the 2000 ETP and 1,940,083 shares available for grant, as adjusted to
reflect stock dividends. ¥No awards will be granted more than 10 vears after
.the effective date (May 18, 2000) of the 2000 EIP plan. The exercise price
of stock options and SARs under the 2000 and 1996 EIP generally shall be
equal to or greater than the fair market value of the underlying common
stock on the date of grant. Stock options are not ordinarily exercisable on
the date of grant but vest over a period of time {generally four years).
Under the terms of the EIPs, subsequent stock dividends and stock splits
have -the effect  of increasing.  thé opticn shares outstanding, which
correspondingly decrease the average exesrcise price of outstanding options.

o March 17, 2008, the Company adopted the Long-Term incentive Program
(LTIP). The LTIP covers the named executive officers and certain other
officers. The LTIP is designed to incent and reward the Company's senior
executives 1f they ' achieve aggressive growth goals ~over three-year
performance periods. {the Measurement Periods). LTIP awards will be granted
in  shares of the Company's common  stock following the applicable
Measurement Period if pre—-established goals: are achieved over the
Measurement Period. At the time that the LTIP was adepted, the Compensation
Committee approved LTIP target award opportunities for senior executives,
as well as the target level for each performance metric, for the 2008-2010
Measurement Pericd. Minimum financial performance "gates" were set that had
to be achleved with respect to revenue and free cash flow growth over the
2008-2010 Measurement Periocd for any LTIP award to be granted. In February
2009, the Compensation Committee determined that the minimum performance
gates were no longer achievable and cancelled the award opportunities for
the 2008-2010 Measurement Period. Accordingly, there will be no payouts
under the LTIP for the 2008-2010 Measurement Periocd.
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The following summary presents information. regarding outstanding stock.
options and changes with regard to options under the MEIP and the EIPs:

$ 6.45 -~ 18.46. $ 13.496 2.50 3,708,

The number of opticns exercisable at Degember 31, 2007 and 2006 were
3,338,000 and 4,791,000, with a welghted average exercise price of $13.13
and $12.58, respectively.

Cash received upon the exercise of options during 2008, 2007 and 2006 was
$1.4 million, $13.8 million and $27.2 milllon, respectively. There is no
remaining unrecognized compensation cost associated with unvested stock
options at December 31, 2008.

For purposes of determining cempensation expense, the fair value of each
option grant is -estimated on the date of grant wusing the Black-Scholes
option-pricing model which requirss the use of various assumptions
including expected life of the option, expected dividend rate, expected
volatility, and risk-free interest rate. The expected Llife (astimated
weriod of time outstanding! of stock options granted was estimated using
the historical exercise behavior of employees. The risk free interest rate
is bkased on the U.3. Treasury vield curve in effect at the time of the
grant. Expected volatility is based on historical -velatility for a period
equal to the stock option's expected life, calculated on a monthly basis.
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- . Welghted Weighted -
Shares Average . Bvarags : Aggregate
Subject to ¢ Option Price Remaining Intrinsic
Gption , FPer Shars Life in Yzars Value
Balance at January 1, 200G : . 7,985,000 § 11.52 5.2 5 13,990,000
Cptions granted 22,000 § 12.55%
Gptions exercised : - {2,695,000) & %.85 5 9,806,000
Options. canceled, forfeited or lapsed {70,000} § 10.13 .
‘Balance at Decemdier 31, 2006 . 5,242,000 5 12.41 4.4 5 14,490,000
Options granted - 3 -
Options exsrcised . {1,254,000) % ic.19% 5 6,033,000
Options canceled, forfeited or lapsed (33,000} & 10.7%
Balance at December 31, 2007 L 3,955,000 & S13.13 3.4 5 5,727,000
Options granted - 3 -
Options exercised . (187,000) % 7.38 5 743,000
Options canceled, forfeited or lapsed (55.000) 3 10.490
Balance at Dacember 31, 2008 3,713,000 3 13.45 2.5 3 495,000
The following tabls summarizes information about shares subject te coptions
under the MEIP and the EIPs at Decsmber 31, 2008:
" options Outstanding Gptions Exercisable
. . . Weighted Average Neightad
Tumber Ranga of Welghted Average . Remaining . Number . Avarage
Dutstanding Exercise Prices Exercise Prics -Lifa in Years Exercisable Exercise Price
525,000 § 6.45 - 2.1% § 7.840 2.66 525,000 L 7.80
541,000 10.44 - 10.44 10.4¢ 1.40 541,000 10.44
200,000 11.18% - 11.15 11.1:5 1.80 2400,000 I1.15
476,000 11.79 - 11.7% 11.78 2.38 478,000 11.7%
167,000 il.90 - 14.27 To13.4¢4 . 4.77 160,000 13.4%
382,000 15.02 - 13,02 15.02 1.75 582,000 15.02
€40,000 i5.94 - la. 74 1€.87 - 1.73 640,000 1e.87
382,600 18.49 - 18.4¢ 18.4%6 . 1.75 582,000 15.46
000 H 13.46



The fellowing table presents the weighted average assumptions used for
stack option grants in 2006. N¥o stock option grants were issued in- 2007 and
2008 under the MEIP or the EIPs.

Dividend yield *7.55%
Expected volatility 44%
_Rigk-free interest rate 4.89%
Expectad life 5 years

‘The following summary.presents information regarding unvested restricted
stock. and changes with regard to restricted stock under the MEIP and the
EIPs: .

Weighted

Average
Number of Grant Date Aggragate |
Shares Fair Value Fair Value

Balance at January 1, 2006 1,456,000 $ 12.47 .$ 17,808,000
Restricted stock granted 732,000 $ 12.87 S8 10,494,000
Restricted stock vested . - (642,000} § 12.08 3 %,226,000
Restricted stock forfeited [372,000) H 12,60

Balance at December 31, 2006 ’ 1,174,000 g 12,89 - % 16,864,000
Restricted stock granted 722,000 $ 15.04 $ 5,187,000
Restricted stock vested . - (587,000} § 12.94 $ 7,465,000
Restrictad stock forfeited {100,000} 3 13.95 .

Balance at December 31, 2007 . 1,20%,000 % 14.06 $ 15,390,000
Restrictad stock granted . 887,000 5 11.02 s 7,757,000
Restrictad stock vested (367,000} ) 13,30 3 3,209,000
Restrictad stock forfeited (27,000} B 13.32

Balance at December 31, 2008 : ’ 1,702,000 5 - 12.52 5 14,876,000

For purposes of determining compensation expense, the fair value of each
restricted stock grant is estimated based on the average of the high and
low market price of & share of ‘our common stock on the date of grant. Total
remaining unrecognized compensation cost  associated with unvested
‘restricted stock awards at Decamber 31, 2008 was $15.2 million and the
weighted average period over which this cost is expected to be recognized
is approzimately two to three years.

Non-Employee Directors’ Compensation Plans

Upon commencement of his or her service on the Board of Directers, each
non—employee director receives a grant of 10,000 stock options. These
cptions are currently awarded under the Directors! Equity Plan. Pricr to
effectivensss of the Directors' Equity Plan on May 25, 2006, these options
were awarded under the 2000 EIP. The exerclse price of these options, which
become exercisable six months  after the grant date, 1s the fair market
value (as defined in the relevant plan) of cur common stock on the date of
grant. Options granted -under the Directors’ Equity - Plan expire on the
earlier of the tenth anniversary of the grant date or the first anniversary
of termination of service as a director. Options . granted to non-employes
directors. under the 2000 EIP expire on the tenth anniversary of the grant
date. :

Each non-employee director alsc recelves an annual grant of 3,500 stock
units. These units are currently awarded under the Directers® Equity Plan
and prier to effectivenass of that plan, were awarded under the Deferred
Fee Plan. Since the effectiveness of the Directors' Eguity FPlan, ne further
grant’s have been made under the Deferred Fee Plan. Prior to April 20, 2004,
each non-employee director received an award of 5,000 stock options. The
exercise price of such options was set at 100% of the fair market value on
the date the options were granted. The options were exercisable six months
after the grant date and remain exercisable for ten years after the grant
date.
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In addition, each vear, each non-employee director is alse entitied to
receive a retalner, meeting fee5, and, when applicable, fees for serving as
a committee chair or 'as Lead Director. For 2008, each non-employee. director
had te elect, by December 31 of the preceding vear, to receive $40,000 cash
or 5,760 stock units as an annual retainer and to receive meeting fees and
Lead Director.and -committee chair stipends in the form of cash or stock
units. Stock units are awarded undsr ths Directors® Equity Plan. Directors
making a stock unit election must alsc elect to convert the units to either
common -steck (ceonvertible on a one-to-one basis) or cash upon retirement or
death.

The number of shares of common  sStock  autherized fior issuance under the
Directors' FEquity Plan is 2,540,761, which includes 540,761 shares that
were avallable for grant ander the Deferred Fee Plan on the effective dats
of the Directors® Eguity Plan. In addition, ' if and to the extent that any
"slan unifs"™ ecabstanding on May 25, 2006 under the Deferrad Fee Plan ars
forfelted or if any opticn granted under the Deferred Fee Plan terminates,

expires, or is cancelled or forfeited, without having been fully exsrcised,

shares of common stock subject te such "plan . units" or options cancelled’
shall become available under the Directors® Equity Plan. At December 31,

2008, there were 2,230,278 shares available for grant. There were 12
directors participating in the Directors' Plans during all or part of 2008.

In 2008, the total opticns, plan units, and stock earned were 0, 102,673,

and 0, respectively. 'In 2007, the total optiens, plan units, and stock
aarned weres 10,000, 98,070 and 0, respectively. In 2008, the total options,

‘wlan. units,. and stock earned were 20,000, 81,000 and 0, respectively.

Optiocns granted prior to the adoption of the . Dirsctors' Eguity Plan were
granted -under the 2000 EIP. At December 31, 2008, 182,351 options were
outstanding and exercisable under the Director Plans at a weighted average
axercise price of $12.68.

For 2008, each non-employee dirsctor received fees of $2,000 for each
in-person Board of Directors and committee meeting attended and $1,000 for
sach telephone Board and commiitee meeiing attended. The chairs of the
Audit, Compensation, MNominating and Corpgrate Governance and Retirement
Plan Commitfess were paid an additional annual fee of 525,000, $15,000,
57,500 and 55,000, respectively. In addition, the Lead Dirsector, who hoads
‘the .ad hoc committee of  aon-employee directors, received an additional
annual fee of S515,000. A diractor must . elect, by December 31 of ths
preceding vear, to. recelve meeting and other fees in cash, stock units, or
2 combination of both. All fees paid to the non-employee dirscters in 2008
were paid gquarterly. If the director elects stock units, the number of
units credited to the director's account ls determined as follows: the
total cash value of the fess payable te the director are divided by 85% of
the closing prices of our common stock on the last business day of the
calendar quarter 1in which the fees or stipends were earned. Units are
credited to the diractor®s account quarterly. Effective January 1, 20085,
the annual fee for the chairs of the Compensation and Retirement Plan
Committees were increased to $20,000 and $7,500, respectively. All other
fees and retainers remaln the sama.

We account for the Deferred Fege Plan and Directors' Eguity Plan in
accordance with SFAS No. 123R. To the extent directors elect to racelve the
distribution of their stock ~unit account in cash, they are considered
lizbility=-based awards. To the -extent directers . elect te receive the
‘distribution of their stock unit accounts in common stock, they are
considered equity-based awards. Compensation expense for stock units that
are considered equity-based awards is based on the market valua of our
common  stock at the date of grant. Compensation expense for stock units
that are considerad lkability-based awards 1s based on the market value of
our commen stock at the end of each period.

We had alsc maintained a Non-Emploves Diractors' Retirement Plan providing
for the payment of specified sums annually to our non-employee directors,
or their designated beneficiaries, starting at the director’s retirement,
death or Ltermination of dirzectorship. In 18999, we terminated this Plan. As
of December 31, 2008, the iiability for such payments was reduced to 50 as
the obligation was fully setrled during the second quarter of 2007.
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118} Income,Taxesf

The following is a reconciliation of the

provision for income taxes for

continuing operations computed at Federal statutory rates to tHe effective

rates for the years ended December 31, 2008, 2007 and 2006:
2008
.Consolidated tax provision at federal statutory rate 35.0%
State income tax provisions, net of federal income tax beneflt 2.8%
Tax reserve adjustment ) . (L.4)%
211 other, net . 0.4%
36.8%

The components of the net deferred income tax liability {(asset} at December

31 are as follows:

(3 in thousands) 2008 2007
Deferred income tax liabilities
Property, plant and equipment basis differences $ 642,598  § 624,426
Intangibles 248,520 275,102
Other, . net 15,94¢ 10,431
907,064 90%,959
Deferred incoﬁé tax assets:
SFAS No. 158 pension/OPEB liability 146,997 58,587
Tax operating loss carryforward 72,434 83,203
hlternative minimum tax credit carryfcrﬂard - 26,638
Employee benefits 62,482 68,791
State tax llablllty 7,483 19,361
Accrued expenses 15,726 14,818
Bad debts 12,028 4,971
Other, net 14,550 12,700
335,698 280,089
Less: Valuation allowance (67,331} {59,566}
Net deferred income tax asset 268,387 220,523
Net deferred income tax liability 5 638,697 S 689,436
pDeferred tax assets and liabilities are reflected in the
follewing captions on the consclidated balance shest
Defarred income taxes 5 670,489 § 711,645
Cther current assets (31,792} {22,209
Net ‘deferred income tax liability 5 638,697 $ 689,436
Qur stéte tax operating loss carrvforward as of December 31, 2008 is

estimated at $952.3 million. of our state loss carryiorward

begins to expire in 2002.

A portion
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" The provision {(benefit) for Federal and state income taxes, as well as the
taxes charged or credited to shareholders' equity, includes amounts both -
payable currently and deferred for payment in future periods as indicated
below: - '

{($ in thousands)' : ' ] T . 2003 2007 200¢

Incame taxes charged to the consclidated statement of
operations for continuing operations:

Current:
Federal _ ' ' $ 68,114 § 37,815 % 772
State ) i 4,415 © 9,188 ' 3,676
Total current 72,529 47,003 . 4,448
Deferred: : .
Faderal ] . 32,984 075,495 128,534
State 983 . 5,51¢ 3,497
Total deferred . X _ 33,967 81,011 132,031
Subtotal income taxes £or continuing operaticns 106,496 128,014 136,479

Income taxes charged to the consclidated statement of
operations for discontinued operations:

Current:
Federal ' ' - - 3,018
State - - 2,004
Total current ) - - 5,022
Deferred: T
Federal ' . - - 47,732
State ) ’ ) - - 3,835
Total deferred ) . ) . - -. 51,567
Subtotal income taxes for discontinued operations - - 56,589

Total income taxes charged to the consolidated statément of ’
cperations (a) ) 106,486 128,014 183,068

Income taxes charged (credited) to shareholders’ equity:
Deferred income tax benefits on unrealized/realized gains or

iosses on securities classified as available-for-sale - {11} {35}
Current benefit arising from stock opticns exercised and
restricted stock : {4,871 (5529 (3,777}
Deferred income taxes {benefits) arising from the
recogniticon of additional pension/QPEE liability (88,410} {5,880 24,707
Deferred tax benefit from recording adjustments from the
adoption of SAB Wo. 108 ' - - {(17,339)
Income taxes charged {(credited} to shareholders’. .
sgquity (b) (93,287) {7,443) 3,558
Total income taxzes: (a) plus (b} $ 13,209 $ 120,571 5 196,624

In July 2006, the FASB issued FASB Interpretation No. (FIN} 45, "Accounting
for Uncertainty in Income Taxes." Among other things, FIN Neo. 48 requires
applying & "more likely than not" threshold to the recogniticn and
derecognition of uncertain tax peositions either taken or expected to be
taken in the Company's income tax rsturns. We adopted the provisions of FIN
No. 48 in the first quarter of 2007. 'The total amount of our gross FIN No.
48 tax liability for tax pesitions that may not be sustained under a "more
likely than not™ thresheld amounts to $52.2 million as of December 31,
2008. A decrease of $16.2 million in the balance, including $4.9 million of
accrued interest, since December 31, 2007 resulted from the expiration of
certain statute of  limitations on April 15, 2008. The amount of our total
FIN No. 48 tax liabilities reflected above that would positively impact the
czlculation of our effective income tax rate, If our tax positions are
sustained, is $33.4 million as of December 31, 2008,

The Company's policy regarding the classification of interest and penalties
is to include these amounts as a component of income tax expense. This
treatment of interest and penalties is consistent with prior pericds. We
nave recognized in our consolidated statement of operations for the vyear
ended December 31, 2008, additional interest in the amcunt of 52.9 millicn.
We are - subject to income tax examinations generally for the vears 2005
forward for both our Federal and state - filing jurisdictions. We also

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



maintain uncertain tax positions in various state Jjurisdictions. BAmounts
‘related to-uncertain tax positicns that may changs within the next twelve
months are not material. ’
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The following table sets forth the changes in the Company's balance of
. unrecognized tax benefits for the yesrs énded December- 31, 2008 and 2007 in
accordance with FIN No. 48: :

{$ in thousands)

---------------- 2008 2007
Unrecognized tax benefits - beginning of year $ .59,717 s 30,332
Gross increases — unrecognized tax benefiis acquired

,via acquisitions . - 8,977
Gross decreases -~ prior year tax pesitions {2,070) -
Gross increases — current year tax positions 2,379 20,408
Gross decreases - expired statute of limitatiens {11,315} -
Unrecognized tax benefits - end of year 5 48,711 5 59,717

The amounts above exclude $4.2 million of accrued interest that we have
recorded and would be payable should tha Company's tax- gositions not be
sustained. ’

{19) Net Income Per Common Share:

The .reconciliation of the net income per commen share calculation for the
years ended Decempber 31, 2008, 2007 and 2006 is as follows:

{$ in thouéands, except per—share ampunts)

2008 2007 2006
Net income u.sed for basic and dilutea __________________
earnings per common share: .
Income from continuing opérations 5 182,660 $ 214,654 $ 254,008
Income from discontinued cperations ) : - - 90, 547
Total basic net income available for common shareholders “"“";_IQZE&T ﬁa‘_‘___;_£14,6f\4 N $ 344,355
Effect of conversion of preferred securities - EPPICS T 1349 152 401
. Total diluted net inceome available for common shareholders “—_M”;_IQE:;QB _________ ;_Z:éag_ ““-_“;—;;;:;;E—
Basic earnings per commen share:
E-\T;Ighted-averaqe shares outsE;;;ing -~ basic 317,501 331,037. 322,641
Income from continuing operatiens ) § _—0.58 $ 0.;;— o g 0.79
Income from discontinued oparations - - 0.28
Net inceme per share available for COmmon shareholders S “0.58 N $ .65 $ 1.07
Diluted earnings per common shars:
Weighteé:average sha;;s outstanding - bkasic 317,501 331,037 322;641
Effect of dilutive shares . . 438 840 931
Effect of conversion of preferred securities — EPPICS 306 401 _ - 973
weiqh.ted—average shares outstanding - diluted _-“_;18,242 _;52,378 324,545
Income from continuing operations ’ 3 0.57 S 0.6;_ g Q.78
Income from.discontinued operations - - 0.28
Net income éer share availeble for common shersholdsrs ;“ 0.57 T S - .65 g 1.06
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Stock Options
For the vears ended December 31, 2008, 2007.and 2006, options to purchase
shares of - 2,647,000 ({at exercise prices ranging from $11.15 to $18.4858),
. 1,804,000 tat exercise prices ranging from $15.02 to $18.46}), and 1,917,000
{at exercise prices ranging from $13.45 to $18.46), respectively, ‘issuable
under employee. compensation plans were excluded from the computation of
diluted earnings per share {(EPS) for those periods becauss the exercise
prices were greatar than the average market price of our common stock and,
therefore, the effect would be antidilutive. In calculating diluted EPS we
apply the treasury stock method and include future unearned compensation as
part of the assumed proceeds. )

In addition, for the vears ended December 31, 2008, 2007 and 2008,
restricted stock awards of 1,702,000, 1,209,000 and 1,174,000 shares,
respectively, are exciuded from our basic weighted average shares
outstanding and included in our dilutive shares until the. shares are no
longer subject to restriction after the satisfaction of all specified
conditions.

There were no outstanding EPPICS at December 31, 2008. At December 31,
2007, we had B0,307 shares of potentially dilutive EBPPICS, which were
convertible inte our common stock at ‘a £.3615 to 1 ratio at an exercise
price of $11.46 per share. If all EPPICS that remained cutstanding @ as of

_ December 321, 2007 were converted, we would have issued approximately
350,259 shares of our common stock. As a result of the September 2004
special,  ‘mon-recurring dividend, the EPPICS exercise price for conversion
intc commen stogk was reduced from $13.30 to $11.46. These securities have
been included in the diluted income per commen share calculaticon for the
periods ended December 31, 2007 and 2006.

Stock Units

stock units, respectlively, 1issued, under the Director Plans and tihe

Non-Employee Directors' Retirement Plan, These securities have not been

inciuded in the diluted income per share of common stock calculdtion
- pecause their inclusicn would have had an aatidilutive effect.

Share Repurchase Programs

In February 2008, cur Board of Directors authorized us to repurchase up to
5200,0 milltion of cur common stock im public or priwvate transactions over
the following twelve-month period. This share repurchase program commenced
on March 4, 2008 and was completed on Octeober 3, 2008. During 2008, we
repurchased approximately 17.8 million shares of ocur common stock ab an
aggregate cost of $200.0 million. . . ’

In February 2007, our Board of Directors aunthorized us to repurchass up to
5250.0 million of our common stock in public or priwvate transzctions over
the following twelve-month pariod. This share repurchase program commenced
on March 19, 2007 and was completed on Qctober 15, 2007. During 2007, we
repurchased approximately 17.3 million shares of cur common stock at an
aggregate cost of $250.0 million.

In February 2006, our Board of Diréctors authorized us to repurchase up to
5300.0 million of our common stock in public or private transactions over
the following twedlve-month period. This share repurchase program commenced
on March 6, 2008. During 2006, we repurchased approximately 10.2 million
shares of our common stock at an  aggregate cost of $135.2 millicn. Mo
further purchases were made prior to expiration of this authorizatiom.

120} Comprehensive Income:

Comprehensive income consists of net income and other gains and losses
affecting sharehclders’ investment and SFAS No, 158 pension/OPEB
liabilities that, under GAARP, are excluded from net inceme.

F-33

Source: FRONTIER COMMUNICATE, 10-K, February 27, 2009



The - tcomponents of = accumulated ‘other . comprehensive loss,

net of tax at
December 31, 2008 and 2007 are as follows:
{$ in tHousands)’ 2003 - 2007
Pension Costs : 5 376,086 § 134,276
Postretirement Costs . 8,045 2,292 -
Daferred taxes on pension and CPEE costs (146,997 ({58,587
ALl other - . 18 14
3 237,152 s 77,865
Our other comprehensive income. (loss} for the years ended December 31,

2008, 2007 and 2006 is as follows:

2008
Before-Tax Tax Expense/ Net-of-Tax
(§ in thousands) Amount (Benefit) Amount
¥Net actuarial loss. o 5 (252,358) $ 180,122} ${162,236}
Amortization of pension and postretiremsnt costs 4,735 1,712 3,083
All other T (4) - (4
Other comprehensive {logs) § (247,5387) $ (88,410 §(158,157)
2007
Before-Tax Tax Expense/ Net-of-Tax
{3 in thousands) Amount’ (Benefit) Amount
Amortization of pension and postrefirement costs $ (3,023) $ (6,880} s 3,857
All othex : . ' 35 {12} 47
Other comprehensive income 5 {2,988) $  (6,892) ] 3,904
) 2006
e ——— e ———— e ————————
Before-Tax Tax Expense/ Net-of-Tax
($ in thousands} Amount (Benefit) Amount
Net unrealized helding losses on securities - -
arising during period ) 5 {92) 3 {35) $ (37)
SFAS Mo. 158 pension/postretirement liability : 199,653 74,619 125,034
Other comprehensive income : 5 199,561 $ 74,584 5 124,577

[21) Segment Informatiocn:

We operate in one reportable segment, " Frontier. Frontier
requlated and unragulated voice, data and video services to residential,
pusiness and wholesale customers and is typically the incumbent provider in
its service areas.

As permitted by SFAS Mo. 131, we have utilized the aggregation criteria in
combining our operating segments because all of our Frontier. properties
share similar ecconomic characteristics, in that they provide the same

products and services to similar customers using comparable technologies in.

all of the states in which we operate. The regulatory structure 1is
generally similarx. Differences in the regulatory regime of a particular
state do not materially  impact the economic characteristics or operating

results of a particular property.
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(22} Quarterly Finanecial Data (Unaudited):

1% in thousands, excebt per shars amounts]

We sponsor & noncontributory defined benefit pension plan covering a
significant number of our. former and current employees and other
postretirement benefit plans that provide medical, dental, life insurance
and .other benefits fob covered rotired employees and their beneficiaries
and covered dependents, The benefits  are based on years of service and
final average pay Or career average pay.  Contributions are made in amounts
sufficient to  meet ERISA funding reguirements while considering tax
deductibility. Plap assets are invested in a diversified portfolio of
equity and fixed-income securities and alternative investments.

The accounting results f{or peasion and other postretirement benefit costs
and obligations are dependent upon various actuarial assumptions applied in
the determination of such amounts. These actuarial assumptions include the
following: discount rates, expected long-term rate of return on plan
assets, future compensation increases, employee turnover, healthcare cost
trend rates, expected retirement age, optional £form of benefit and

mortélity. We review these assumptions for changes aannually with our -

independent actuaries. We consider our discount rate and expected long-term
rate of return on plan assets to be our most critical assumptions.

The discount rate is used to value, " on a present value basis, our pension
and other postretirement benefit obligaticons as of Tthe balance sheet date.
The same rate is also used in the interest c¢ost compenent of the pension

and postretirement benefit cost determination for the following year. The,

measurement date used in the selection of our discount rate is the balance
sheet date. - Our discount rate assumption 1is. determined annually with
assistance from our actuaries Dbasad on the pattern of expected future
benefit payments and the prevailing rates available on long~-term, high
quality corporate bonds that approximate the benefit obligatien. In making
this determination we consider, among other things, the vields on the
Citigroup Pension Discount Curve, the Cltigroup ARbove-Median Pensicn Curve,
the general movement of interest rates and the changes in those rates from
one periocd to the next. This rate can change from year-to-year based-on
market conditions that impact corporate bond yields. Our discount rate was
6.50% at year—-end 2008 and 2007.
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- 2908 First Quartsr Second Quarter Third Quarter _'Fourth Quartar Total'Yea:
Revenue X o 45 56E,203 5 562,550 5 557,871 § 547,322 $-2,237,018
Operating income . 164,312 161,863 164,241 151,834 | 642,456
Net income . 45,585 &5,778 46,995 34,298 182,860
Net income available for commen shareholders per

basic share. 5 0.14 $ 6.17 3 . 0.15 5 0.11 5 0.58

Net income avajlable for comman shareholders per :

diluted shaxe . $ G.14 $ 0.17 o3 0.15 B 0.11 ] 9.57
2007
Revenue $ 556,147 $ 579,826 3 575,814 $ 577,228 $ 2,288,015
Operating income - 193,302 171,228 185,925, 174,891 705,416
Net income a7, 667 40,559 47,415 53,013 214,854
Het income available for commen shareholders per ’ N
basic share .5 0.21 $ 0.1z B 0.14 5 0.18 E 0,65
Net income available for common shareholders per . .
diluted share ] 9.21 5 0.12 E 0.14 § 0.18 5 .85
The guarterly net income per common share amounts are rounded to the
nearest cent. Annual net income per ¢ommon share may vary depending on the
effect of such rounding. Our. gquarterly results include the results of
operations of Commonwealth from the date of its .- acquisition on March 8,
2007 and of GVN from the date of its acquisition on October 31, -2007. See
Notes 13 and 14 for a description of miscellanecus transactions impacting
our quarterly results.
{23) Retiremsnt Plans:



The expected  long-term rate of return on plas assets is applisd in the
determination of periodic - pension and postretirement benefit cost as a
reduction in the computation of the expense. In developing the expected
long-term rate of return assumption, we considered published surveys i
‘expected " market returas, 10 and 20 year actual returns of various major
indices, and cur own historical S-year,  10-year and 20-year investment
returas. The expected long-term rate of retdrn on plan assets 1s based on
an asset  allocation assumption of 35% to 55% in fixed income securities,
35% to 55% in equity securities and 5% to 15% in alternative investments.
‘We review our asset allocation at least annually and make changes when
considered appropriate. Our asset return assumption i3 made at the
beginning of our fiscal year. In 2008, we did not change our  expected
long-term rate of return from the 8.25% used in 2007. Our pension plan
assets are valued at actual market value as of the measurement date. The
measurement date used to determine pension and other postrétirement benefit
measuraes for the pension plan and the postretirement benefit plan is
December 31, : ’

In September 2006, the FASB issued SFAS No. 158, "Bmployers' Accounting for
Defined Benefit Pension and .Other Postretirement FPlans™ {(SFAS No. 138). We
adopted SFAS Nc. 158 prospectively on December 31, 2006. SFAS No. 158
requires that we recognize all cbligations related to defined benefit
pensions and other postretirement henefits, SFAS No. 158 also requires that
we quantify the plans® fuaded status as an asset or a liagbility on our
congolidated balance sheets.

SFAS No. 158 - requires ‘that we measure the plan's assets and .obligations
that determine our funded status as of the end of the fiscal year. We are
also required to. recognize as a component of Other Comprehensive Income
"OCI" the changes in funded status that occurred during the year that are
not rascognized &s part of net periocdic benefit cost as explained in SFAS
No. B7,  "Employers' Accounting fér Pensions," or SFAS No. 106, "Emplovers'
Accounting for Postretirement Benefits Other Than Pensions.”

Based on the funded status of our defined benafit pension and
postretirement benefit plans as of December 31, 2006, we reported a gain
(net of tax) to our AQCI of $41.4 million, a decrease of $86.1 million to
accrued pension obligaticns and an increase of 524.7 million to accumulated
deferred inccme taxes., Our adoption of SFAS No. 158 on December 31, 2006,
had no impact on our earnings. The following <tables present details about
cur pension plans.
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Pension Benefits

The following tables sat forth the plan’s projected benefit obligations and
Jfair walues of plan assets as of December 31, 2008 and 2007 and net
perindic benefit cost for the years ended Decsmber 31, 2008, 2007 and 2C06:

Sourca: FRONTIER COMMUNICATI, 10-K, February 27, 2009

{$ ' in thousands} . 2008 2007
Change in projected benefit obligaﬁion
frojected benefit-obligation at beginning of vyear $ 820,404 $ 780,719
Commenwealth plan as of acquiszition date Seo= 107,047
" Service cost . . 6,005 9,175
Interast cost 52,851 50,948
Actuarial loss/{gain) 20,230 (26,524}
Benefits paid (69,485} (87,049)
Curtailment : - (14,373
Special terrination benefits : 1,662 ©447
Projected benefit obligaticn at end of year. $ B31,687 5 820,404
Chaﬁge in plan assets
Fair value of plan assets at beginning of_year $ 822,185 $ 770,182
Commonwealth plan as of acquisition date - $2,175
Actunal return on plan assets . _ (162,924} 16,857
Benefits paid (69,4065} (87,04%)
Fair value of plan assets at end of year ’ $ 589,776 $ 822,165
(Accru_ed)/Prepaid benefit cost
Funded status $(241,911) s 1,761
Amounts recognized in the consclidated palance sheet
Other assets/{other long-term liabilities) ’ $(241,911) 3 1,761
" Aceumulated other comprehensive ilncome 5 376,086 $ 134,276
: ) Expected
{5 in thousands) 2008 2008 2007 20046
Components of net periodic benefit cost
Service cost . 5 6,005 $ 9,175 $ 6,811
Interest cost on projected benefit obligation 52,851 50,848 45,215
Expected retudrn on plan asseats {65, 2586) {67,467). (60,753)
Amortization of prior service cost/(cradit) (255) {255} (255 [255)
Amortization of unrecognizec loss 26,824 &, 855 7,313 11,871
Net pericdic kenefit cost/(incoms) 200 . 1286) 2,883
Plan curtailment gain - {14,379 -
Spacial termination charge 1,562 467 1,80%
Total pericdic henefit cost/(income) $ 1,862 3 (14,198) 5 4,692




Effective December 30, 2007, the CTE Employees' Pension Flan was frozen for
all non-~unicon Commonwealth emplovess. No additional benefit accruals for
service rendered - subsequent o December 30, 2007 will occur for those
participants. As & result of rhis plan change and in accordance with S5FAS
Mo, B8, "E¥mployers' Accounting for Setrtlements and Curtailments of Defined
Benefit Pensicn Plrans and for Termination Benefits," & gain on pension
curtailment of $14.4 miilion was recorded in 2007 and included in other
operating  eéxpenses 1in the conselidated statement of operations. Also,
effective December 31, 2007, the CTE Employees' Pension Plan was merged
into the Frontier Pension Plan.

The plan's weighted average asset allocations at December'31, 2008 and 2007
- by asset category are as follows:

2008 2007
Asset category:
Zquity securities . | ez 513
Debt securities 48% - 38%
Alternative investments . L 93
Cash and other . i3 23

Total ’ ) 1003 100%°

The plan's. expected benefit payments over the next 10 years are as follows:

($ in thousands)

Year Amount
2009 $ 60,601
2010 61,944
2011 63,272
2012 66,642
2013 67,678
2014 - 2013 343,791
Total | % 663,928

We expect that no contributicn will ke made by us to the pension plan in
2009.

The accumulated benefit obligation for the plan was $818.9 million and
5805.0 miliion at December 31, 2008 and 2007, respectively.

Assumptions wused in the computaticn of annual pensicn costs and valuation
of the vear-end obiigations were as follows:

2008 2007 2006

Discount rate - used at year end to walue obllgatloh £.50% 6.50% 6.00%
Discount rate - used to compute annual cost 6.50% 6.00% 5.625%
Expectaed long-term rate of return en plan assets 8.25% B.25% 8,25% .
Rate of increases in compensation levels 3.00% 3.30% 4,00%
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Postretirement Benefits Other Than Pensions - "“CFER"

The' f0110w1nq takle sets forth the plans"
cf plan assets and the postretirement

benefit bbliqations,
‘benefit liability

fair values
fgcognized on our

consolidated balance sheets-at December 31, 2008 and 2007 and.net periodic
2008, zZ007

poeretlrement benaflt costs for the yeazs endsd December 31,

- and 2006

{% in thousands)

Change in benefit obligatiocn

Benefit obligation at beginning of year
Commonwealth plan as of date of acguisitien
Service cost ’
Interest cost
Plan participants’
Actuarial loss
Benefits paid
Flan change

centributions

Benefit cbligation at end of vear

Change in plan assets

Fair value of plan assets at beg1nn1ng of yeqr
Actual return con plan assets

Plan participants' contributicns

Edployer contribution

Benefits pald

Fair value of plan assets at =2nd of year
Accrued benefit. cost

Funded status

Amounts recognized in the consolidated balance sheet

Current liabilities
Other long-term liabilities

Accumulated dther comprehensive income

(¢ in thousands)

Components of net pariodic postretirement penefit cost
Service cost .

Interest cost on projected benefit obligation
Expected return on plan assets

Emortization of -pricr serwvice .cost

Amortization of unrecognized loss

Nat perlodlc oos;retlrement benefit cost

Assumptions used in the
- the year-—end OPEB obligations were as follows:

Discount rate - used at year end to value obligation
Discount rate - used Lo compute annual cost
Expected long-term rate of return on plan assets
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computaticn of annual OPER costs

5 174,602 $ 158,931
- 356
444 633
11,255 10,221
3,753 3,370
3,917 15, 620
(13,261} (15,064)
{95} 11,025)
$ 173,818 $ 174,602
3 9,368 5 11,3869
388 514
3,753 3,370
' 4,888 3,380
115,261} {15,084}
§ 8,137 s 9,369
${170,478) 5$(165,233
$ {8,918} 5 (§,498)
3(161,562) 3(156,735%
3 8,045 s 2,292
Expected
2009 2008 2007 2006
3 444 s 533 3 664
11,255 10,241 8,874
(514) (578} 1888y
(7,750) [7,751) (7,735} {7,589}
5,514 5,946 6,099 4,678
¢ , 5 9,380 $ 8,580 $ 5,838

2008 2007

£.50% 6.503
£,50% £.003
6,00% .00

and valuation of

2006

6.00%
5.625%

8.25%



The plans' weighted averages asset allocations at December 31, 2008 and 2007
by asset category are as follows:

2008 2007
Asset category:
Equity secuiities N - g 0%
Debt securities . 100% 100%
Cash and other 0% 0%
Total _ _ . 100% : 1008

The plans' expected benefit payments over the next 10 vears are as follows:

{($ in thousands)

Gross ' Medicare Part D

Year Benefits Subsidy Total
2009 5 13,137 5 397 5 12,740
2010 13,578 464 13,114
2011 14,1486 533 13,613
2012 14,314 647 13,667
2013 14,657 748 13,909
2014 - 2018 75,959 5,330 . 70,629

Total $ 145,761 $8,11% 5 137,672

Cur expected contribution to the plans in 2009 is $12.7 million.

For purposes of measuring vesr-end benefit cbligations, we used, depending
on medical plan coverage for different retiree groups, a 9% annual rate of
increase in the. per—capita cost of covered medical benefits, gradually
decreasing to 5% in the year 2017 and remaining at that.level thereafter.
The effect of a 1% incresse.in the assumed medical ‘cost trend rates for
-each future. year on the aggregate of the service and Interest cost
components of the total postretirement bhenefit cost would be $0.7 million
and the effect on the accumulated postretirement  benefit obligation for
health benefits would be $10.0 million. The effect of-a 1% decrease in the
assumed medical cost trend rates for each future vear on the aggregate of
the service and interest cost components of the total postretirement
benefit cost would be ${0.8) million and the effect on the accumulated
postretirement benefit obligation for health benefits would be 5(8.7)
million.’ )

In December 2003, the Medicare Prescription ODrug Improvement and
Medernization Act of 2003 {the Act) became law. The Act introduces a
prescription drug benefit under Medicare. It includes a federal subsidy to
sponsors of retiree health care benefit plans that provide a benefit that
ig at least actuarially -equivalent £o the Medicare Part D benefit. The
amount of the fedexal subsidy is based  on 28% of an  individual
beneficiary's annual eligible. prescription drug costs ranging between $250
and 55,000, We have determined that the Company-sponsored postretirement
healthcare plans that provide -prescription  drug benefits are actuarially
equivalent to the Medicare Prescription Drug benefit. The impact of the
federal subsidy has been incorporated into ther calculation.

The amounts in accumulated other comprehensive income that have not yet
been recognlzed as components of net periodic benefit cost at December 31,
- 2008 and 2007 are as follows:

{$ in thousands} Pension Flan C QFEB
2008 2007 2008 2007
Net actuarial loss 5 377,183 5 135,627 $ 47,252 3 49,154
Prior service cost/{credit) {1,097) (1,331) {39,207) {46,862)
Total 5 376,086 $ 134,276 : 5 8,045 § 2,292
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, The amcunts recognized as a component of accumulated comprehensive income

for the years ended December 21, 2008 and 2007 are as folliows:

Pension Plan OPEB

(% in - thousands} ’ . : Coo008 - 2007 2008 . 2007
Accumulated other comprehensive income at

bheginning of year _ . $ 134,276 $ 147,248 T$ 2,282 § {13,703).
Met actuarial gain (loss) recognized during year . {6,855} (7,313 (5,946} 16,099
Frior service {cost}/credit recognized during year 255 255 7,751 7,735
Net actuarial less (gain) occurring during year . 248, 410 (5,914) 4,043 15,384
Prior service cost [credit} éccurring during year - - {95} (1,025
Wet amount recognized in comprehensive income

for the year 247,810 (12,972) 5,753 15,995
Aocumulated other comprehensive income at end .

of year $ 376,088 $ 134,278 5 8,045 S 2,292

124}

401 [k} Savings Plans
We sponsor employee retirement savings plans under section 401(k) of the
Internal Revenue Code. The plans cover =~ substantially all full-time
employees. Under the plans, we provide matching contributions and also
provide certain profit-sharing’ cohtributions to certain employees upon the
attaimment of pre-established financial criteria. Employer contributions
were $5.0 million, $4.9 million and %4.7 million for 2008, 2007 and 2006,
respectively. The amount for 2007 includes employer centributicns of 50.4
million .for CTE employees under a separate Commonwealth plan. Also,
geffective December 31, 2007, the Commonwealth Builder 401¢k) Plan was
merged into the Frontier 401(k) Savings Plan.

Commitments and Contingencies:

On: June 24, 2004, one of our subsidiaries, Frontier Subsidiary Telco, Inc.,
received a "Notice of Indemnity Claim™ from Citibank, N.A., that is related
to a complaint pending against Citibank and others-in the U.5. Bankruptcy
Court for the Southern District of Mew York as part of the Global Crossing
bankruptcy proceeding. Citibank bases 1its claim for indemnity on the
provisions of a credit agreement that was entered into in Qctober 2000
petween Citibapk and cur subsidiary. We purchased Frontier Subsidiary
Telco, Inc., in June 2001 as part of our  acquisiticen of the Frontier
telephene companies. -The complaint against Citibank, . for which it seeks
indemnification, -alleges that the seller improperly used a portion of the
proceads from the Frontier transaction to pay off the Citibank credit
agreement, thereby defrauding certain debt helders of Global Crossing North
Bmerica Inc. Although the credit agreement was paid off at the closing of
the Frontier transaction, Citibank claims the indemnification obligation
survives. Damages sought against Citibank and its co-defendants could
exceed $1.0 billion. In August 2004, we hotified Citibank by letter that we
believe its claims for indemnificaticn are invalid and are not supperted by
applicable law, In 2005, Citibank moved %o dismiss the underlying complaint
against it. That motion is wurrently pending. We have received nc further
communications from Citibank since cur August 2004 lefter. .

We are party te various other legal proceedings arising in the normal
course of our business. The outceme . of individual matters 1is neot

. predictable. However, we beliesve that the ultimate resolution of all such

matters, after considering insurance coverage, will not have a material
adverse effect on our financial - position, results of operations, or our
casn flows.

We anticipate capital expendiftures of .approximately £250.0 million to
$270.0 million for 2003. -Although we from time to tLime make sheort-term
purchasing commitments te vendors with respect te these expendifures, we
generally do not enter inteo firm, written contracts for such activitias.
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We conduct certain of our operations in leased premises and also lease
certain equipment and other assets pursuant to operating leases. The lease
arrangements have terms ranging from 1 to 99 years and several centain rent
escalaticn clauses providing for increases in monthly rent at specific
intervals. When rent escalation clauses exist, we.record tetal expected

. rent payments on a straight-line  hasis over the leage term.. Lertain leases
also have renewal options. Renewal cptions that are reasonably assured are
included in determining the lease term. Future mioimum rental commitments
for all long-term aoncancalable operating leases as of December 31, 2008
are as follows: .

($ in thousands) . Operating
———————————————— ) Leases

" . Year ending December 31:

2009 $ 22,654
2010 : 11,288
2011 10,211
2012 ' £,835
2013 : 5,844
Thereafter 8,566
Total minimum lease payments $ 66,500

Total rental expense inciuded in our consolidated statements of operaticns
for the yesars ended December 31, 2008, 2007 and 2006 was $24.3 millicm,
$23.6 millicn and $16.3 million, respectively.

We are a party to contracts with several unrelated long distance carriers.
The contracts provide fees based on traffic they carry for us subject to
minimum monthly fees.

At December 31, 2008, the estimated future payments for obligations under
our nenrcancelable long distance contracts dnd service agreements arée as
follows: :

(% in thousands)

Year Amount
2009 5 23,286
2010 . 5,937
2011 259
2012 165
2013 . 165
Thereafter 330
Total : ’ 5 34,142

We sold all of our utilify businesses as of April 1, 2004. However, we have
retained a potential payment ¢bligation asscciated with cur. previocus
electric utility activities in the State of Vermont. The Vermont Jeoint
Owners (VJO), a consortium of 14 Vermont wutilities, including us, entered
inte a purchase power agreement with Hydro-Quebsc in 1987, The agreement
contains "step-up" provisions that state that if any VJO member defaults on
its- purchase obligaticen under the contract- to purchase power  from
Hydro-Quebec, then the other VIO participants will assume responsibility
for the defadlting-party's_sha;e on a pro-rata Pasis. Qur pro-ratz share of
the purcliase power cbligation is 103. If any member of the VJO defaults on
its obligations under the Hydro-Quepec - agreement, then the remaining
members of the VJO, ingluding us, may be required to pay for a
substantially larger share of the VJ0's fotal power purchase obligation for
rhe remainder of the agreement (which runs through 2015).  Paragraph 13 of
FIN No. 45 requires that we disclose "the maximum potential - amount of
future payments (undiscounted} the guarantecr could be required teo make

under the guarantes.™ Paragraph 13 also states that we must make such
disclosure ™... even 1f the likelihcod of the gquarantorfs having te mzke
any payments under the guarantee I1s remote..." As noted above, our

obligation only arises as a result of default by ancther VJO member, such
a3 upon bankruptcy. Therefore, to satisfy the "maximum potential amount®
disclosure requirement we must assume that all members of the WVJO
simultanecusly default, a highly unlikely scenario given that the two
members of the VJO that have the largest potential payment obligations are
publicly traded with credit ratings egual to or supericr to ours, and that
all VJO members are regulated utility providers with regulated cost
recovery. Despite the remote chance that such an event could occur, or that
the State of Vermont could or would allow such an event, assuming that all
the members of the VJO defaulted on January 1, 2009 and remained in defaulf
for the duration of the contract (another 7 years), we estimate that cur
undiscounted purchase obligation for 2009 through 2015 would be
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approximataly S0.8 billion. In such & scenario the Company would then own
the power and could seek to recover its costs. We would do this by seeking
to recover olur ¢osts from the defaulting members and/or reselling the power -
ta other utility providers or the northeast power grid. There is an active
market for the sale of power.. We could potentially Llose money if we were
unable to sell the power at cost. We caution -that we cannot predict with
any degree of certainty any potential ouicome. . - '

At December 31, 2008, we have outstanding performance letters of credit as
- Follows:

{5 in thousands)

CNA : . 5 20,844
State of New York 1,042
Total 5 21,886

CNA serves as our agent with respect to general liability claims (auto,
workers compensation and other insured perils of the Company}. As our
agent, they administer all <¢laims and make payments . for claims on our
behalf. We réimburse CNA for such services upon presentation o©f their:
invoice. To serve as our agent and make payments on our hehalf, CHNA
requires that we establish a letter of credit in thelr favor. CMNA could
potentially draw against this letter of credit if we failed to reimburse
CNA in accordance with the terms of our agreement. The wvalue of the letter
of credit. is reviewed annually and adjusted based on claims histeory.

MNone of the akowe letters of credit restrict cur cash balances.
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Exhibit 10.7

FRONTIER COMMUNICATIONS CORPORATION
NON-EMPLOYEE DIRECTORS! DEFERRED FEE EQUITY P;AN
o - {Pre~2007 Plan, with Amendments fdr Section 409A}

: ARTICLE 1
PURPOSES - OF THER PLAN

1.1 -Purpcses.

The Frontier ' Communications Corporation Non-Emplovee Directors' Deferred
Fee Equity Plan (the "Plan") was effective for the periocd beginning Jine 28,
1994 and ending May 25, 2006.  Duriag this period, its purpeose was to provide
each Director with.an opportunity to defer some or all of the Director's Fees
and receive compensation for @services in the form of options . to purchase
Frontier's Common Stock or in Plan #Units which are equivalent to Frontier's
Common Stock. The Plan implemented corporate policy that all employees, officers
znd directors are to be encouraged to share in the Compsny's long-term prospects
by taking part of their compensation in Common Stock and options.
1.2 Introductiomn.

The -Plan, as amended, .is comprised’,of three separate plans that:were
combined into the Plan for administrative convenience.

The Plan ‘consists of an option plan (referred to as the "Optien Plan")
through which a Director could elect to receive his or her Fees in an equivalent
amount of options to purchase Common Stock. The provisions of Articles 3 and 4
of the Plan apply exclusively to the Option Plan.’ :

The Plan also includes a separate stock plan through which a Director could
elect (a "Stock Plan Election"™) to receive his or her Fees for the next calendar
year [or a shorter period in the case of 1%%4 or a newly elected Director) -in an

,equivalent amount of Plan Units paid cut upen termination of directorship (the
"Stock Plan®). The. provisions of Articles 5, & and 7 apply exclusively to the
Stock Plan.

The Plan alsc: includes a formula stock option plan under “which each
Director was automatically granted an option to purchase shares of Commeon Stock
on January 1 of each year, starting- - with 199%7 {the "Formula Plan"}. The
provisions of Article 12 apply exclusively to the Formula FPlan.

In December 2008, the Plan was amended to allow certain deferrals under the
Plan that wers earned or vested after 2004 to comply with the requirements of
Code 3ection 40%A, effective as of January 1, 2005. All grants made under the
Option Plan and the Formula Stock Plan were earnad and vested prior te 2008 and,
therefore, are grandfathered under Code Section 4092, except to the extent
materially modified. ’
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ARTICLE 2 -
DEFINITIONS

As used herein, the following words shall have following meanings unless
othaerwise specifically provided: .

. 2.1 "heeounting Date" means, for purpeoses of the Stock Plan, esach January
1, Epril 1, July 1 and -October 1, except that the first Accounting Date in 1895

-

shall be February 1.

2.2 "Administrator™ means the person or persons appointed by the Board of -
Directors to represent the Company in the administration of the Plan pursuant to
the provisions of Article . 10.1. ’ .

2.3 "Act'" means the Securities Act of 1933.

2.4 "Applicable Rate of Interest” means, as of any date, 120% of the
‘then-zpplicable Federal rate of interest pursuant o the Code. The Federal
short-term rate of interest shall be the interest componeat applicable to
deferred . Fees from the date of deferral until the date of Iinvestment in Plan
Units under the Stock Plan. The Federal medium term rate of interest shall apply
to distributions in annual  installments deferred after Separation -from Service
pursuant to the Stock Plan. )

2.5 "Beneficiary™ means the person or persons designated in writing by the
Participant as entitled to receive a Stock Plan Participant's Account upon his
death, or to exercise an Option Plan Participant's Option upon his death, or
failing such designation, the person or .persons who, -upon the death of a
Participant, shall - have acguired by will, or the laws of descent and
distribution, the right to receive the benefits specified under this Flan.
Beneficiary designaticns shall be made in writing angd delivered to the
Administrator and shall comply with any applicable state law relating to
testamentary dispesitions and other requirements. A Participant may designate a
new Beneficiary or Beneficiaries at any time by notifying the Administrator. The
last . such designation recaived by the Administrator shall be controlling;
provided, however, that no designation, or change or revocation thereof, shall
be effective unless received by the Administrator prior to the Participant’'s
death, and in no event shall it be effective as of a date prior to such recelpt.
"Beneficiary" shall include the person or persons who, upon the disability or
incompetence of a Participant, shall have acquired on behalf of the Participant,
by legal proceeding or otherwlse, the right to receive the benefits specified in
this Plan on behalf of the Participsant. ’

2.6 "Board of Directors™ means the Beard of Directors of the Company.

2.7 "Code" means the Internal Revenue Code of 1986, as now in effect or as
nereafter amended. (All citations to $Sections of the Code are to such Sections
as they are.currently designated and reference to such Sections shall include
the provisions thereof as they may from time to time be amended or renumbered as
well a2s any successor provisions and any applicable regulations.)

2.8 "Company™ means Frontier Communications Corporation and its successors
and assigns.
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2.9 "Common Stock™ means Common Stock Series B, par.value $.25 per share,
of the Company or any succasscr Common Stock.

2.10 ."Director" means any director of the Company who is act a full-time
empioyee of the Company. For the purposes of the Plan, an individual who.is both
a full-time employee of the Company ‘and a director of -the Company and therefore
ineligible td participate in the Plan and who ceases to.be a full-time employse
but remains in office as a director shall become eligible to participate in the
Plan as a Pirector as of the termination of his or-her service as a full-time
employes.

2.11 "Effective Date™ means, Lor Option Plan Elections befora July .20,
1994, August I, 1%%4; and for other Optiecn Plan Elections, the next January 1.

2.12 "Exchange Act™ means the Securities Exchange Act of 1334. "Rule 16b-3"
shall mean such rule promulgated by the Securitiss and Exchange Commission under
the Exchange Act and, unless the circumstances require otherwisse, shall include
any other rule or . regulation adopted under 3JSections 16la)l or 1&(bH) of the
Exchange Act relating to comoliance with, or an exemption from, Section 16(D).
Refarence to any section of the Exchange Act or any rule promulgated  thereunder
shall include any successor section or rule

2.13 "Fair Market Value" means, unless ancther reascnable methed for
datermining fair market walue is specified by the Committee, the average of the
high and low sales prices of a share of the Commen 3tock as reported by the New
York Stock Exchange (or 1f.such shares are listed on ancther national stock
exchange or national quotation system, as reported or quoted by such exchange or
system) on the date in. guestion or, if no such sales were reported Zor such
date, for the most recent date on which sales prices were quoted.

2.14 "Family Entity," "Family Member Transfer,™ "Family Transferee™ and
"Pamily Trust" mean such terms as defined in Section 4.8.
¥

2.15 "Option Plan Commitfee™ means the Committee described in Section 10.1
nereof to administer the Option Flan.

2.16 "Option Plan Election™ is an election to receive'Options equivalent in
value to Option PBlan Fees to be earned during the ‘period August 1 - December 31,
19894 or during. one ar more subsequent Plan Years..

2.17 "Option Plan Fees™ are those Directors' Fees which mav be the subject
of an Option Plan FElection. These are limited to future retainer fess at the
rate in effect in the year in which the Option ~ 2lan Election is made and hoard
and committes meeting feas, up te a meximum of $30,000 per vyear. Option Plan
Fees for 1994 shall be limited fo $12,500.

2.18 "Option Plan Parkicipant™ means a Director who has elected to rzceive
Directors' Fees in the form of Options. '
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2.1% "Option Value" - For each Option Rlan Electicn, -the options granted
hereunder shall be in an amount eguivalent to the wvalue of the Directors’ Fees
subject te such Optien Plan Election: In order Lo implemernt this standard, - the
Board of Directors has determined at the time of adoption. of the Plan that the
"CGetion Value" “of an Option with the terms and ~conditions of -the Option
described herein to pukbchase ona share of Common Stock of the Company -is 203 of
the Fair Market Valune of such share on the Effective . Date of the Option in
guestion. ’

2.20 ™"Plan" means this Frontiez Communications Corporation Pre-2007
Non=Employee Directors Deferred Fee Tguity Plan With Bmendments for Code Section
409A, .

2,21 “Plan Unit™ shall mean & credit: established  in a Participant's Stock
pPlan Account reflecting the number of shares of Common Stock ‘which "‘could be
purchased at Fair Market Value as of each Accounting Date as provided in Section
¢.1. A Plan Unit shall be deemed to be the eguivalent ¢f a share of Common Stock
and shall be subject .to adjustment Iin the event of change in Common Stock “as
provided in Section 11.3.

.2.27 PPlan Year" means the £iscal year of the <Company, currently the
swelve-month period ended December 31.

2.23 "Separation from Ssrvice” means a Stock Plan Participant's separation
from servlce with the Company, within the 'meaning of. Cede Section
40%A{a) (2} {R) (1) and taking inte account the special rules for directors in
Treasury Regulation ss. 1.402A-1(h}(3}. The term may alse be used as a verb
{i.e., "Separates from Service™) with no change in meaning.

2.24 “Steck Plan - Account" . shall mean the account established for each
Farticipant to reflect the amount of Fees which such- Participant has elected Lo
defer under the Stock Plan, any interest component, all Plan Units which have
heen acquired with such Fees and interest component and any Plan Units provided
under Section 6.4 of Article 6. :

2.25 "Stock Plan Committee" means the Committes described in Section 10.1
hereof to administer the Stock Plan.

2.26 "Stock Plan Election” means a Stock Plan Participant's delivery of a
written notice of election to the Administrator {a) electing to defer payment of
his or her Fees, and {b) further electing to recelve payment of his or her Stock
Plan Account either (i} at Time of Distribution in either {A) Commcn Stock or
{B} cash, or (ll) in installments in cash annually over a five-year period. All
such elections shall be irrevocable except as otherwise provided in this Plan.

7.27 "Stock Plan Fees", TDirector Fees® and "Fees" each mean the retainer
fees and Board of Directors and committee meeting attendance fees unless the
context otherwise requires.

2.28 "Stock Plan Participant”™ means (1} a Director who has elected to defer -
payment of all or a portion of his or her Stock Plan .Fees or {iil} a Director who
has been awarded Plan Units under Section 6.4 of Article 6.
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2.24 ' Wrarminabion". means. retirement from the Board- of Directdrs or
Fermination of service as a Director for death, disability or any other reason.

2.30 ™Time of Distribution” Feans & date ten calendar days after
.Terminztion {or Separation from Service, with respect to the porticn of a Stock
Pian Account thaf is subject to Code Section 409A), except as may be otherwise
specified in Article 7; provided that, if payment is to be made in cash and the
Time of Distribution is within six  menths after the date of acquisition or
crediting of Plan Units -within the contemplation of Rule 1l8b=-3{c}{l) -or any
successor rule under the Exchange Act, the Time of Distributior shail be
deiayad, ‘solely for such Plan Units, until more than six months shall have
elapsed from the date of acqulsition or crediting.of such Plan Units.

2.31 "Trust Agreement” means any Trust Agreement entered into between the
Company and any Trustee in connection with the Plan.

2.32 "Trustee" means any entity named as Trustee in the Trust Agreement, or
any successor corporate Trustee thereunder.

ARTICLE 3
ELECTIONS BY OPTION PLAN PARTICIPANTS

3.1 Directors may elect to receive Fees in the form of Options.

Option Plan Fees to be sarned by Directors for the Plan Years 1995 through
1999 may, at the election of a Director, be received as Options as herein
provided. Optioa Plan Fees to be earned by Directors far the period August i,
1994 through December 31, 19%4 may also, at the election of a Director, be,
received as Options. : :

3.2 Annual Optien Plan Elections:

on or before December 1% of each year {except for 1994 when the Option Plan
Election must be made on or before July 20, 1994} a Director may deliver to the
Administrator his or her Option Plan Electicn to recelve a stated pgrcentage of
his or her Option Plan Fees for one or more of the Plan Years 1393 through 1999
or the pericd August 1 ~ December 31, 1994, in Options to purchase the number of
shares of Common Stock specified in Section 4.1. .

For example: the annual Optlon Plan -Election may cover the Plan Year or
Years set forth below {to the extent not therstofore the subject of an Optlon
Plan Election).

Plan Years or Periods for
' Which Option Plan Fees May
Date of Option Plan Election Be Elected

On or Before July 20, 1994 . August 1 ~ Decembsr 31, 1994
On or Before July 20, 1994 1995 - 1999
On or Before December 15, 1993 1996 - 1999
On or Before December 15, 1996 1897 -~ 1999
On or Befare December 15, 19397 1888 - 1999
On or Befora December 15, 1998 1383
5
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_Elections must include the earliest Plan Year for which unhelected Fess exist and
" {if additional years are included in the Election) consecutive successive years..
&n QOption Plan Election’ covering Option Plan fees for this period shall preclude
a Stock Plan Electicn purporting te cover the same Fees.

3.3 Effective Date.

Option Plan ‘Elections made on or befors July 20, 19%4 shall become
effective on Anguskt 1, 1994, Later years' Opticn Plan Elections shall becore
effective as of. the next Option Plan Effective Date.

3.4 Adjustment for Actual Fees Earned,

If by the end of any Plan Year a Director shall not have earned the amount
of Optien Plan Fees elected by Him or her to be received in Options, the number
of shares of Common- Stock coversd by Options granted for such Flan Year shall be
diminished pro rata. Any Option Plan Fees earned which have niot baen the: subject
of an Opticn.Plan Election shall be paid in cash in accordance with the normal
payment practices. of the Company for Directors' Fees. If a Participant's
directorship shall terminate during . a Plan-Year which has been the subject of an
Option Plan Election, the portion of the Option which related to Opticn-Plan
Fees earned by the Participant prior to terminaticn of directorship shall remain
in effect and the portion of the Option which Trelates to Option Blan Fees which
are unearnad shall terminate.

3.5 Cancellation of Election.

At any time an Option Plaa Participant may cancel one or more Options or
installments of Options held by him or her which relate to future Plan Years and
consaquently have not been earned as of the, date of such cancellation.
Cancellation shall be effected by delivering a written notice of cancellation to
the Administrator. Such cancellation shall not affect any options held by the
Participant relating to the year in which cancellation occurs or to amy prior
yvear. Option Plan Fees to be earned by a Directer covered by & canceled Election
shall thenceforth be paid in cash in accordance with the Company's practices,
and may not thersafter become the subject of an Option Plan Election.

6

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2006



. : ARTICLE 4. .
: TERMS OF OPTIONS

-4.1 Number of Shares covered by an Option.

The number of shares of Common Stock covered by an Option resulting from an
Option Plan Election shall be egual te the Option Plan Feas covered by the
Election divided by the Option Value.

4.2 Maximum Duraticn.

‘The maximum exercise period for each Option granted under the Option Plan
shall be ten years from the Effective Date of the Uption.

4.3 Initial Exercisability in Installments.

Opticns representing Optien

Plan Fees to be earned.in one Plan Year shall
pbecome exercisable on January 1 of the

following Plan Year.

Cptions which relate to Fees to be earned in more than one Plan Year shall
become exercisable in . installments on the January 1 of the year following the
year in which Fees represented by the installment are earned. For example: An
Election covering the years 1996, 1997 and 1838 would become exercisable: as to
shares representing 1996 Fees, on January 1, 18%97:; as to shares representing
19587 Fees, on January 1, 19%8; as to the remainder of the shares, on January 1,

'1999. An Election covering Fees to be searned in 1999 will first become
cexercisable on January 1, Z000. :

Cptions relating to the period August 1, 1994 - December 31, 19%4 shall
first become exercisable on February 1, 1995.

4.4 Exercise Price.

' The Exercise Price for all shares of Common Stock purchasable upon exsrcise
of an Opticn shall be 30% of the Fair Market Value as of the Effective Date
applicable to the Option exercised.

4.5 Notice of Exercise.

An Option Plan Participant wishing to exercise .an Option may do so by
giving written notice of exercise in the form adopted for the Option Plan.

4.6 Payment of Purchase Price.
At the choice of the holder of the Option, the Purchase Price may be paid
either in cash, of in shares of Common Stock valued at Falr Market Value on the

trading day immediately preceding the date of exercise specified in the notice
of exercise. .
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4.7 Exercisability Continuing after Terminaticn.

f the directorship of a Participant whoe has not eikther reachad age 60 or
rendered three vears of service terminates for any reason, the portiom of the
Option which relates to Option Plan Fees earned by a Participant prior to
termination of directorship shall continue to be exercisable by .the Participant
or his or her Family Trustee or Beneficiazry for a period of twelve months aftef
termination of directorship. Tf the directorship of a Participant who has sither
rzached age 60 or rendered three vyears or more of service terminates for any
reason, the portion of tha Option which relates to Option Plan Fees earned by a
Participant prior to termination of directorship shall continue to be
exercisable by the Participant or his or her Family Trustee or Beneficilarvy for
the remainder of the stated term of the Option. In no event shall the sxercise
date be later than the date specified in BSection 4.2.

4.8 Options not transferable; Exceptions.

Mo Opition granted under the COption Plan shall be transferable other than by
will or the laws of descent. or distribution except pursuant to a domestic
relations order as defined by the Internal BRevenue Code or Title I of the -
Empioyee Retiresmeant Income Securlty Act [PERISA®) cor the rules thereunder and
excapht that, with the consent of the Committee acting in its sole discretion, an
Option Plan or Formula Plan Participant may transfer {a "Family Member
Transfer") an Optien to {i) a member of the Participant's immediate family
twhich for the purpoeses of the Plan shall have the same meaning as defined in
Rule.16a-1 promalgated under the Exchange Act;; {ii} a trust [(the "Family
Trust") the beneficiaries of which consist “exclusively of members - of the
Participant's immediate family:; and (iii} a partnership, limited partnership or
other limited liability entity ("Family Entity"”} the members of which consist
exclusively of members of the ParticCipant's immediate family, Family Trusts and
Family Entities; provided that no consideration 1is paid for the transfer and
that each Family Member Transferee execufe an instrument agreeing to be bound by
the provisions of the Plan and the rastrictions as ke its transferability of the
Option. During the lifetime of 2 Participant, an Option shall be exercisable
only by the Participant or his or her Family Transferee or beneficiary. A
{("Family Transferee") is transferee that is a member of the immediate family of
a.Participant or & Family Trust or Family Entity.

ARTICLE 5
ELECTICNS BY STOCK PLAN PARTICIPANTS

5.1 Directors may elect to receive Faes in the form of Plan Units.

Directors may elect to receive Directors' Fees (to the extent such
Directors' Fees are not the subject of an Option Plan Election) in the form of
Plan Units. :

5.2 Stock Plan Election to Defer.

A Director of the Company may become a Stock Plan  Participant by electing,
on an annual basis and prior to December 31 of a Plan Year, to defer receipt of
all or a porticn of the Stock Flan Fees pavable to such Director £for the npext
ensuing Plan Year: provided, ‘that no Fees may be allocated to any Directer®s

- Stock Plan Acceount after May 22, 2007. An Electicn: shall be effective upon the
delivery by & Stock Plan Participant to the Administrator of a written Stock
Plan Election to evidence his or her decision. Such Stock Plan Election shall
indicate the portion of Directors' TFaes to be deferrad and credited to his or
her Stock Plan Account,
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The following specilal provisions shall‘apply to Directers' Fees for 1994
and 1895: .0n or pefore July 20, 1924, a Director may deliver a Stock Plan
Election to the Adninistrator in which he or she elects to defer receipt of all’
or a po;tion of the Directors' Fees payable to such Director for services during
the « period August 1, 1924 through December 31, 1994. In such a case, all
deferred ¥Fees will be held by the Company in the . Participant®s Stock Plan
Account- and will not be imvestsd 4in Pian Units wuntil February 1, 1%95.° An
election to defer-Fees to be accrued during the period January 1, 1895 through
December 31, 1385 shall be made on or before July 20, 1994 as provided herein
except that the first Accountlig Date for investment of such Fees shall be April
1, 1835.

If a person, becomes a Director after the beginning of any Plan Year, he or
she may elect to defer receipt of Fees for future services in such Plan Year.
Such Stock Plan Election must be wmade. in writing and delivered to the
Administrator ‘within twenty davs. after the - individual becomes a Director and
will také effect as of the first calendsr quarter to start after the datz of
such Stock Plan Election. Ia such a case, deferred Ffzes will be held by the
Company in the Participant's Steock Plan Account and will net be  invested in
Commien Stock or Plan Units until the first Accounting Date which is at least six
months after the date that such Stock Plan Electicon is first delivered to the
Administrator.

5.3 Effectiveness of Elections.

Electicns for each Plan Yeaz shall be effective and Iirrevocable upon the
delivery cf a Stock Plan £lection to the Administrator, except as specifically
provided in this Plan. Fees deferrsd pursuant te such Stock Plan Election shall
be credited to the Participant’'s Stock Plan Account and distributed at the times
and in the manner set forth in such Election.

In the absence of an effective Stock Plan .Election to take effect on the
Time of Distribution as to the fime and/or manner of distribution, the payout of
a Stock Plan Account shall be in one lump sum  cash payment at the Time of
‘Distribution.

BRTICLE 6 -
STOCK PLAN.ACCQUNTS AND PLAN UNITS

6.1 Crediting Stock Plan Accounts.

The Stock Plan Account. of each Stock-Plan Participant shall be credited as
of each Accounting Date with Plan Units equal to the total cash value of fees
earned: in a guarter divided by 85% of the average of the high and low prices of -
the steck on the £filrst trading day of the year the election is in effect
{"Initial Market Value"). Plan Units will be credited to the dirsctor's account
as of the first business day of the fiscal quarter following the fiscal quarter
in which such Stock Plan Fees were earned. The guarterly crediting of the Plan
Units has been established for administrative convenience. As of the date of any
rayment of a stock dividend or stock split by the Company, & participant's Stock
Pian Acccount will be credited with Plan Units equal to the number of shares of
Comrion Stock {including fractional share entitlements) which are payable by the
Company with respect ¢ the .number of shares (including fracticnal share
entitlements) -equal to the number of Plan Units credited to the Participant's
Stock Plan Account on the record date for such stock dividend or stock split. As
of the date of any dividend in cash or property or other distribution payable to
nolders of Common Stock, the Participant's Stock Plan Account shall be ¢redited
with =additional Plan units equal to the number of shares of Common Stock
(including fractional share entitlements) that could have been purchased-at the
Fair yarket Valus as of such payment date with the amount which WQuld have been
recelved &35 a dividend or distribution on the number of shares (ircluding
fractional share entitlements) equal ¢ the Plan. Units credited to the
Participant's Stock Plan Account as of the record date.
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6.2 Establishment of Stock Plan Accounts.

The Company, “Administrator or the Trustee, as appropriate, shall establish
2 separate "Steock Plan Account™ for each Stock Plan Participant who defers Stock
Pian Fees pursuant to the Plan, and credit each Participant's 35tock Plan Account’
‘with his or her entitlement . to deferred Fees, an interest ceomponent at the
2pplicable Rate of Interast and Plan Units. .

6.3 Adjustment of Stock Flan Accounts.

As of each Accounting Date of each Plan Year and on such other dates as the
Adniinistrator directs, the value of each Steck Flan Account shall be determined
by the Company, the Administrator, or the Trustee, as appropriate.

6.4 Automatic Directer Stock Plan Unit.Awards.

On the first business day of each Plan Year, starting with the calendar
year 2005, aad continuing through 2007, 3,500 Plan Units shall be awarded to
each Director in office on such date, without the need for further corporate
action. Individuals who are not . Directors on the first day of a Plan Year but
who become Directors ¢of the Company shall be awarded, without need for further
corporate action, 3,500 Plan Units; the grant date for such Plan Units shall be

* the date upon which such individual first becomes a Director.

‘ARTICLE 7
BAYMENT QF STOCK PLAN ACCOUNTS

7.1 Time and Method of Distribution.
Distribution of a * Participant's Stock Plan Account shall commence at Time
of Distribution., .Distribution shall be made in a lump sum or in equal anhual

cash installments over a period of five years, as specified in a Stock Plan
Electlion.
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If a distribution 1is to be made in 2 lump sum it may be made either imn
sharss of Common Stock or in cash. If a distributior is to be made in cash, it
shall ‘be in-an amount equal tp the Falr Market Value as of the Timg of
Distribution {or-such later date as may be reguired to contlaous an  exemption
under Rule 16k-3) of all Plan Units credited to a Participant®s Stock Plan
ABccount plus any uninvested deferred Stock Plan Fees and related interest

“component. The distribution shall be paid to the Stock Plan Participant or his
or her Beneficiary.

If a distribution is to ba made in shares of Commen Stock, the distribution
shall be such number of shares of Common Stock as-shall equal the Plan Units
credited to such Participant's Stock Pian - Account plus shares of Common Stock
‘equivalent in Fair Market ¥alue to the amount of any ~accumulatsed uninvested
deferred Faes and interest component in such Participant's Stock Plan Account as
of the Time of Distribution. Any remaining fractional intersst shall be paid in
cash. '

If-a distribution is made in annual installments, each annual installment
shall be in cash and egual to one-fifth of the amount of the lump sum pavable as
of the Time of Distribution or later date as aforesald, with interest on each
unpaid installment at the Applicable Rate of Interest in effect on the date ©
Separation from Service by a Director of his directorship. :

7.2 Election of Method of Distribution.

At the time that a Dirsctor first makes 2 Stock Plan Election-to defer Fees
for & Plan Year, such Director may elect whether the payments to be made at the
Time of Distribution for that Plan Year shall be distributed in a lump sum O in
five agual annual cash instaliments.

At the same time, any Stock Plan Participant electing lump sum payment may
alsc elect for the payment of such lump sum to be in shares of Common Stock
credited to the Stock Plan Account or in cash. A Stock Plan’ Participant may, in
connection with his or har retirement, death or disability, change his or her
Stock Plan Election as to the method of payment (shares or cash) of any lump sum

- distribution from time to time.

With respect to that portion of a Stock FPlan Participant's Stock Plan
Account that is not subject te Code Section 409A, and subject to the provisions
of Articles 9 and 10, the 'Committee, in its sole discretion, may direct the
distribution of the Director's entitlement in a lump sum or in anmmal’
installments, and the Committes may take into account, but need not take into
account, any request by a Director concerming the pericd over which his
entitlement will be distributed. The portion of a Stock Plan Participant’s Stock
Plan Account that is subiect to Code Section 408A shall be distributed as
elected by the Director under the first paragraph of this Section 7.2.
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7.3 Merger, consclidation, sale of assets or tender for shares:

In the event of a propused merger or ~consolidatlon in which the Company
will not be the surviving corporation, or a sale of a majority of the assets of
the Company, or in the case of a tender offer or the Company's. Common Stock or a
similar corporate transaction which is expected in the view of the Committes to
result in another company, firm, or group acguiring 20% or mors of the voting

‘power of the Company's outstanding securities, . the Plan shall take steps to
convert. Plan Units held by participants into shares of Common .Stock. The Flan
shall obtain such shares with & wiew to making &the same avallable for
participation by Stock Plan Participants in the transaction (subject to the
fourth from last sentence of this Section). Such shares may be obtained by the
Plan from the ."Deferred Fee Stock Plan for Non-Employes Directors Account, ™ any
trust account for the benefit of Plan Participants, &the Company, or any cther
source, including authorized and unissued, or issued and reacgquired, sharas of
Common Stock. In the event that shares of Common Stock are  convertible fnto or
otherwise exchangeable for. securities of another corporation, or cash or other
property without the need for action or tender by an individual -shareholder, the
Company. shall take all necessary steps to carry out such conversion or exchange
and shall deliver to each Stock Plan Participant the’securities, cash or other
property into which his or her shares have been _exchanged or converted. In the
avent. of a tender offer or similar event in which an individual shareholder of
the Company may slect to tender shares or otherwise take steps to receive
securities, cash or other property, the Company shall so advise the Participants
and take such action, including tender, or shall refrain £rom action, as
directed in writing by each Stock Plan Participant. Prior to the completion of
such tender offer or similar event, no Participant shall have any entitlement to
any shares, and if.such event is not completed each participant - shall he
entirled to Plan Units and not shares of Common = Stock. Upon the completion of
such tender offer or similar event, the Company shall distribute to each Stock
plan Participant any shares of Common Stock, securities, cash or other property

“held by the Plan for his or her Stock Plan Account. The. Administrator may delay
such distribution to any Stock Plan Participant in order to comply with, or
continue the availability of an exemption under, the Act or Exchange Act. Upon
the completion of such distribution, the Stock Plan shall terminate with respect
to that portion of all Stock Plan Accounts that are not subject to Cede Section
4095, Notwithstanding anything in this Plan to the contrary, to the extent any
provision of this Plan would cause a payment of defarred compensation that is
subject to. Code Section 409%A to be made upen a transaction as specified abowve,
then such payment shall not be made unless such transaction also constitutes &
"change in ownership®, - "change in effective control” or “change in ownership of
2 substantial portion of the Company's assets™ within the meaning of Section
4098, Any payment that would have been made except for the application of the
preceding sentence shall be made in accordance with the payment schedule that
would have applied in the absence of this Sectien 7.3.

7.4 Change in Tax Law.

The Stock Plan is intended to be treated as an unfunded deferred
compensation plan under the Code, It is the intention of the Company that the
amounts. deferred pursuant to this Plan shall not be included in the gross income
of the Participants or their Beneficiaries until such time as the deferred
amounts are distributed from the Plan. If, at any time, it is determined or
claimed by the Internal Revenue Sarvice {"Service"™) that amounts deferred- in
sarlier plan Years have become currently taxable to the Participants or their
Beneficiaries, the Committee may, in its discretion, terminate the Plan and
distribute amounts credited to Stock Plan Participants'® Accounts that ars not
subject to Code Section 409%A to the Stock Plan Participants or their
Beneficiaries. Such determination shall be based on a ruling or publicly
available Proncuncement from +he Service, or on the position taken by the
Service in audit; or a written opinien from fax counsel.
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ARTICLE §
CREDITORS AND TH3OLVENCY

8.1 Unfunded Status.

any and all payments made to a Stock Plan Participant pursuant to the Plan =
shall be made from the-general asssts of the Company or assers available to its
genaral craditors. Any payments made in geod faith under the terms of the Plan
to-a Stock Plan Participant or his Beneficiary shall fully discharge the FPlan,
the Company, the Trustee, 1f any, the Administrator and the Committee from all
further obligations with respect te such payments. The Company intends that the
Plan shall be considered unfunded for all purposes, including tax purpeses and
purposes of Title I of ERISA. : . .

.2 Claims of the Company's Crediters.

All assets held pursuant to the provisions of this Plan shall be subject to
the ¢laims of general creditors of the Company, including judgment creditors and
bankruptey c¢raditors. - The rights of. a 3tock Plan Participant or Beneficiary to
any  assets of the Plan or Trust shall be no greater than the rights of an
unsecured creditor of the Company.’

Mo Stock Plan Participant shall have any claim or entitlement to any shares .
of Commen Stock which hawve been purchased, acquired or held by the Company or
any Trustes. Any and all such shares shall be the property of the Company and
shall only represent funds cr assets available to the Company which it shall
have designated to match its obligations and accruals with respect to the Plan.

L)

8.3 Notification of Trustee, -if any.

If the Company has appoeinted a Trustee for the Plan, the following
provisions shall apply : in the event the Company becomes insolvent, the Board
of Directors and the Chief Executive 0fficer of the Company shall immediately
notify the Trustee of that fact. The Trustee shall not make any payments from
the Trust to any Stock Plan Participant or any Beneficiary under the Plan after
such notification is received or at any time after the Trustee has knowledge of
such inselvency. Unger any such circumstances, the Trustee shall make available
any property held in the Trust to satisfy the claims of the Company's general
creditors or, upon satisfaction of such claims and to the extent otherwise due
under the terms of this Plan, to the Participants, as a court of competent
jurisdiction may direct. For purposes of this Plan, the Company shall be deemed
o be insolvent if the Company is subject to a pending voluntary or involuntary
proceeding as a debtor under the United 3tates . Bankruptcy Code, or is unable to
pay its debts as they mature. All trust assets shall be subject teo the claims of
general craditors of the Company to the fullest extent contemplated by Revenus
Procedurs 92-84. . ’
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ARTICLE 2 .
. PAYMENT OF SHARES

3.1 Delivery of Certificates for Stock.

At the Time of . Distridution, subject to the fourth -paragraph of this
Section, ‘the Company shall deliver to a Stock Plam Participant who hag elected
to receive shares of Common 3tock or to his Beneficlary a certificate for the
shares of Common Stock to which he or. she is entitled. At the time of exercise
of an Oprion, subject to the fourth paragraph of this Section, the Company shall
deliver to the Option Plan . Participant or his or her Beneficlary a certificate
for shares of Common Stock te which he or she.is  entitled. Such certificates
shall be. registered in the. name of the Participant or Beneficlary, as
applicable. ) - :

The Company shall neot bhe required to issue or deliver any certificates for,
or make book-szntry reflecting, shares of Common Stock prior teo (a) the listing
of such shares on any stock exchange or gquotation system on which the Commeon
Stock may then be listed or gueted and (b) the completion of any registration,
qualification, approval or authorization of such shares wunder any federal or
state law, or any ruling or regulation or approval or autherization of any
govarnmental body which the Company shall, in its sole discretion,  determine o
be necessary or advisable. ) : .

all certificates for sharss of Common Stock delivered under the Plan, and
book entriss reflecting such shares, -shall be subject toc such restrictions as’
the Administrator may deem advisable under the rules, regulations, znd other
requirements of the Securities and Exchange Commissicn, any stock exchange upon
which the Common Stock is then listed and any applicable federal or state
gsecurities laws.

If the registration of ownership of Common Stock is then being maintained
by the Company or lts transfer agent in book-entry form, then the delivery of
shares of Common Stock to the Participant or his Reneficiary shall be evidenced
by book entry. If the Participant or Beneficiary requests issuance of a
caertificate of shares in writing, the actual certificate will be delivered to
‘him as soon as practicable after such request.

.2 Taxes.

The Company or the Trustee, as appropriate, ~shall deduct the amount of any
taxes, 1f so required by law, £from any payments made pursuant to the Plan and
shall transmit the withheld amounts to the appropriate taxing authority, and
provide the Stock Plan Participant or any Beneficiary of appropriate evidence of
withholding. In the case of exercise of an Option under the Optlon- Plan or
payment in shares of Common Stock under the Stock . Plan, the Participent may
request the Company to accept payment of any related withholding taxes in the
form of shares of Common Stock wvalued at Fair Market Value on the trading day
immediately prior to the related exsrcise of the Option or payment in sharas of
Common Stock, as the case may be. :
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9.3 payment to Beneficiary, Exercise of Option by Beneficiary.

Upon the .death of a Stock Plarn'. Participant, the Stock £lan Account of the
deceased Stock Plan Participant shall be paid to the Beneficiary in a lump sul
provided, however, that in their sole discretion, -the Committee or the
Administrator may elect to have payment of the Stock Plan Account that is not
subject to Code Section 40%A occur in the same manner as it would have been paid
to the Steck Plan Participant. Upon the death of an Option Plan Participant, the
Benaficiary may exercise any Option to the extent exercisable on the date of °
death. : : :

9.4 Redesignaticn of Beneficiazy,

Amendments which serve only to change the Beneficliary designation shall be
permitted at any time and as often as necessary.

ARTICLE 10
ADMINISTRATION

10.1 Appointment of Committee and Administrator

The Board of Directors shall appoint a Stock Plan Committee and an Option
Plan Committee  {which may be the same Committee), each consisting cof not less
than two persons, to administér and interpret the Plan. Members of a Committee
shall hold office at the pleasure of the Board of Directors and may be dismissed
at any time with or without cause.

_The Board of Directors shall alsc designate one or more, officers  or
empleyees of the Company to. be the Administrator to have the primary
administrative responsibility with respect to the Stock Plan and the Option
Flan, in coordination with and under the direction of fhe Committge.

10.2 Powers of the Administrator and the Committes.

The Stock Plan and Option Plan Committees and, the Administrator shall
together administer the Plan. The Committees shall not, under any circumstances,
have authority to select those Directors who will be eligible to participate in
the Plan or to make decisions concerning the timing, pricing or amount of any
penefit, Plan Unit, shdre of Common Stock or Option under the Plan. ALl such
matters are determined solely by the provisions of the Plan. The  Committees
shall - interpret or supplement = the provisions of the Plan where desirable or
necessary and may resolve ambiguities or omissions or adopt procedures for the
administration of the Plan consistent with the purpose and provisions of the
Plan and any rules adopted by the Committee. Whenever directions, designations,
applications, reguests or other notices are to be given by a Participant under
the Plan, they shall be filed with the Administrator.

Except as provided in the next paraqraph, all decisions, determinations.or
actions of a Committee made or taken pursuant to grants of authority under the

Plan shall be made or taken in the sole discretion of a Committee and shall be
final, conciusive and binding on all persons for all purposas.
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If the taking of any action or the making of any determination by a
Committee or Administrator shall jeopardize the effectiveness of the deferral of
Fees or of credits in Participants' Stock Plan Accounts or Options for fedaral
income tax. purposes or any exemption of any plan of the Company from: Section
16(a} and (b) of the Exchange Act, the Commitree or Administrator, as the case
may be, shall be deemed to be without the power to take such action or make such
determination. "

10.3 Rendering of Quarterlv Plan Accounts,

After the close of each quarter, the Administrator will.deliver to =ach
Participant a statement . showing the Plan Units which have been credited to his
or her account as-of the end of such quarter and any accumuilated. deferred Fees.
The accdunting shall also indicate the price -per unit for all Plan Units

" ¢redited since the end of the previcus agcount. The statement will also show the
Cptions held and/or elected by a Participant and the terms of such Options.

10.4 Both EBlections may apply tTo a Plan Year.

Subject to the limitations contained in each Plan, a Director may elect to
include 2all or any ‘portion of his Fees to be earned in any future Plan Year in
one or both of the Stock Plan and the Option Plan, but without duplication. If a
Director has delivered an Option Plan Election and a Stock Plan Election for the
same Plan Year or period, the Fees covered by such Elections shall be allocated
as specified in such Elections or in other instructions from the Director. In
the event of a conflict in instructions from a Dirsctor, the Administrator shall
advise the Director.

10.5 Advance Notification by Administrater.

On or before May 31 of each vyear, the Administrator shall notify each
Director that he or she must deliver & written Stock Plan Elsction to the
Administrator prior to June 30 (or any later cut-off date permitted by the
Administrator) in order to defer Fees during the next calendar year. On or
before MNowvember 30 of each vear, the ' Administrator shall notify each Director
“that he or she must deliver a written Option Plan Election to the Administrator
prior to December 15 (or any later cut-off date permitted by the  Administrator)
in order to elect to receive Options in payment for future services as a
Director in upcoming Plan Years.

ARTICIE 11
MISCELLANECUS

11.1 Term of Flan.
The Plan shall hecome  effective as provided in Section 11.9 and the Stock
Plan shall continue unless earlier terminated. However, no Plan Units may be

awarded under the Plan [whether on account of Fee deferrals or otherwise) on or
after Mav 26, 2006.
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11.2 shares Subject to the Plan. |

"As of any date thé maximum number of shares of Common Stock which the Plan
may be obligated to deliver pursuznt to the Stock Plan and the maximum number of
'sharés of Commcn Stock which shall-have been purchased by Participants pursuant
to Opticns and which may be issued_ pursuant to coutstanding Optiecns under the
Option Plan shall not be more than one percent of the total c¢utstanding shares
of Common Stock of the Company as of June 30, 2003, subject to adjustment in the
event of changes in the corporate structure of the Company affecting capital
stock. Any Common Stock transferred by the Company to a Stock Plan Account or to
the Trustee or delivered by the Company upon exercise of an Optioca hereunder may
consist, in whole or in part, of authorized and unissued shares or tresasury
shares as.the Company shall determine. Cash transferred to the Trustee may be
used to purchase Common Stock in the open market or from the Company.

In the event that the total number of shares of Common Stock subject to, or
issued pursuant  to, the Plan at any one time is in excess of the above-stated
limit, the number need not be reduced if such excess has resulted from a
reduction in the amount of issued and outstending shares of Common Stock
subsequent to the time that such Options were granted or such shares were
issued. If any shares of Comnon Stock subject to purchase by a Participant under
an Option under the Plan are not purchased, such shares of Stock shall be deemed
not to have been .purchased. pursuant te the Plan for purposes of this " Section.
Shares of Common -Stock  recelved  or .retained by the Company in payment of the
. exércise price of Options or in payment, or ia lieu of payment, of withholding
~taxes shall not reduce the number of shares deemed to have besn purchased
pursuant to the Plan.

11.3 Non-alienation of Benefits.

The " rights of a Stock Plan Participant to the payment of detferred
compensation, to funds or shares as provided in this Plan and with respect to
amounts . cradited” to his or her Stock Plan Account and the rights of an Option
flan Participant with respect to an Option or t£o purchase shares of Common Stock
upon. exercise of an Option are not - transferable by a Participant other, than by
will or the laws of descent and distribution and shall not be assigned,
transferred, pledged or encumbered or be subject id any manner to allenatiocn or
anticipation, except that an Option Plan- .Participant and rormula Plan
Participant may make a Family Member Transfer. No Participant may borrow against
his or her Stock Plan Account or Options. Mo Stock Flan Account or Uption shall .

" pe subject in - any manner to anbticipatian, alienation, sale, transfer,
assignment, pledge, encumbrance, charge, garnishment, execution or levy oI any
“kind, whether wvoluntary or Iiavoluntary, includiag,. but not limited to, any
liability which is for alimony or other payments for the support of a spouse or
former spouse, or for any other relative of 'a Participant, except that an Option
Plan Participant and Formula Plan Participant may make a Family Member Transfer.
Neither a Participant's Stock Plan Account -or Option hereunder nor a

. Participant's rights to benefits hereunder may be assigned to any other party by
means .of a Jjudgment, decree or order (including approval of a property
settlement agreement) relating to the provision: of child support, alimony
payments, or marital property rights of a spouse, former spouse, child or other
dependent of the Participant. As contemplated by Revenue Procedure %2-65 under
the Code, a Stock Plan Participant's rights to benefit payments under the Plan
shall not be subject in any manner to anticipation, . alienation, sale, transfer,
assignment, pledge, encumbrance, attachment, or garnishment by creditors ¢f the
Participant or the Participant's Beneficiary.

put
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This Plan shall not in any manner be liable for or subject to the debts,
contracts, liabllities, engagements or .torts of .any persons entitled to benefits
hersundez, : )

In the event that, neotwithstanding the foregeing, any Participant’'s
benefits ‘are gérnisheed or atfached by order of any court, the Administrator may
elect to bring an‘zction for a declaratcry judgment in a court of . competent
jurisdiction to determine the proper recipient of the benefits to be paid by the
Plan. During the pendency of said acticon;, any benefitfs that become payahlie may
be pald intoc the court as they bsccme pavable, to be . distributed by a court to

© the recipient as it deems proper at the close of said action.

In-addition, a Participant or Beneficiary shall have no rights against or
security interest in the assets of the Company cr Trust, if any, and shall have
only the Company's unsecured promise to pay benefits.” All assets of the Trust, .
if any, shall remain subject to the claims -of the Company's general craditors.

11.4 Participants’ Rights.

Nothing contained in this Plan shall be construed as giving any Participant
the right to be retaimed as a Dirsctor of the Company. Mothing contained in this
Plan shall be construed as Llimiting, in any way,- -any right that any party or
parties " may have to remove a Participant as a Director of the Company or Lo
appoint or to elect asnother individual to replace a Participant as a Director of
the Company. Necthing contained in this Plan shall be construed as giving any
Participant © the right to receive any benefif. not specifically provided by the
Plan. Any other provision of the Plan notwithstanding, & Stock Plan Participant
shall not have any intersst in the amounts credited toc his Stock Plan Account
until such Stock Plan Acocount is distributed in accordance with the provisions
of Article 7, and all deferred Fees, and all earnings, gains and losses with
respect thereto shall remain subject to the claims of the Company's general
creditors in accordance with the provisions of the Stock Plan. With respect to
amounts credited to a Participant's Stock Plan Account, the rights of the Stock
Plan Participant, ~the Beneficiary of the Participant or any othexr person
claiming through the Participant under this Stock Plan shall be solely those of
unsecured general creditors of the Company, and the cbligations of the Company
nersunder shall be purely ocontractual. Such. benefits shall ba paid from, the
general assets of the Company. As contemplated by Revenue Prccedure 92-65 under
the Code,. Participants shall have-the status of general unsecurad creditors of
the Company and each Plan, and all rights thereunder, shall constitute a mere
promise of the Company to make benefit payments in the future.

11.5 Adjustments in Event of Change in Common Stock.

‘Zubject to the provisions of Sectiens 6.1 and 7.3, 1in the event of any
stock dividend, stock split, recapitalization, or reclassification of shares of
Common Stock, merger or consclidation of the Company or sale by the Company of
all or a portion of its assets, or tender offer for its securities, or other
event which could distort the implementation of the Pilan or the realization of
its objectives, the Administrater shall make such appropriate adjustments in The
number and kind of securities which a Plan Unit will represent or which may be
paid out under the Plan, and in the number of shares of Commeon Stock or other
securities or number and kind ¢f securities, and the purchase price therefor,
for which an Option may be exercisable or in terms, conditions or restricticons
on sacurities as the Administrator deems equitable.
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In the =avent of a stock split or stock dividend, - the number of shares
purchasable upoen exsrcise of an Option shall be increased to the hew number of -
shares which result from the sharas covered by the Option immediately befors the
split or dividend. The purchase -price per share shall ke reduced proportionately
and the total purchase price will remain the same. In the case of a distribution
in property other than cash the number of shares covered shall be increased to
reflect, in shares valued at the then-current Fair Market Value, "the fair value
of the distribution.. - . .

All events occurring between the Effective Date of the Option and its
exercise shall result in an adjustment te the Option terms.

11.6 Amendments; Other.

The Board or the Committee may amend the Plan to the extent necessary or
appropriate to effect compliance with Rule 16b-3 in order to continue or provide
an exemption from Section 16(a) and {b} of the Exchange Act for either Plan or
any other equity plan of the Company, and the Administrator may change the
cut-off dates for Elections or the dates of effectiveness of transactions or
other events under the Plaa to the same end; provided that no such amendments or
change shall materially iacrease the benefits to or adversely affect the rights
of the Participants. :

In additicon, the Board may amend the Plan in any other manner, provided,
however, that no amendment shall adversely and materially affect the rights of a
Participant, taken as & whole, to ampunts previocusly credited - to his or her
Stock Plan Account oi to Options which have been granted unless such amendment
is required by Rule 16b-3 in order to continue or provide an exemption from
Section 16(b} of the Exchange Act for either the Plan or any other equity plan
of the Company, or for the deferral of Directors’™ Fees until the year of pavont
or exercise of Options under the Plan for Federal income tax purposas.

Amendments may not be made more freguently than permitted by Rule léb=-3. No
amendment shall require sharsholder - approval unless reguired under Rule 18b=3.
If shareholders’ approval is necessary or desirable for the continued wvalidity
of the Plan or if the failure to obtain such approval would adwversely affect the
compliance of the Plan with Rule 16b-3, no such amendment shall become effective
unless approved by affirmative vete of the Company's shareholders.

Transactions - under each Plan are intended -to comply with applicable
conditions '~ of Rule 16b-3, except that a purchase under the Option Flan may be
deemed to occur on an Effective Date. To the extent any provisicn of each Plan
intended to comply with applicable law, or action by the Administrater, fails to
so comply, it shdll be deemed null and veoid, to the extent permitted by law and
declared advisable by the Administrator.
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11.7 Notlces.

All elections, designations, reguests, . notices, instructions and other
communications frem a Director, Participant, Beneficisry or other person to the
Administrator, reguired or permitted under the Plan, shall be in such form as is
prescribed from time to time by the Administrator and shall be mailed by first
class mail,  delivered by facsimile ox gtherwise deélivered t¢o such locaticon as
shall be specified by the Administrator.

i1.8 Binding Effect.

The terms of the Plan shall be binding upon the Company'and its successcers
and assigns. .

11.9 Effective Date of Plan.

The Plan shall be effective as of June 28, 19%4, subject to approval by the
shareholders = of the Company. All deferrals or credits to a Stock Plan Account,
and all Options, made prior £eo such shareholder approval shall be. contingent on
such approval. The existing Citizens = Utilities Company Deferrsd Compensation

" Plan for Directors shall continue to be available for compensation deferrals and
shall not be affected by the adoption of this Plan.

ARTICLE 12
FORMULA PLAN

i2.1 Eligibility.

211 Directors of the Company shall automatically participate in the Formula
Flan.

12.2 Grant.

. Effective with the calendar year 2005, opticns to purchase common stock of
The Company shall no longer be granted pursuznt to the Formula Plan.

ARTICLE 13
COMPLTANCE WITH CODE SECTION 40%A

13.1 Specified Employees,

With respect to Stock Blan Participants who are "specified employees" (with
such status determined by the Company in accordance with rules established by
the " Company in writing in advance of the “specified employee identification
date” that relates to the date of Participant’s Separation from Service oz, if
late?, by December 31, 2008, or in the absence of such rules established by the
Company, under the default rules for identifying specified employees under Code
Section 409A), a distribution due to Separation from Service may not be made
befcore the date that is six menths after the date of Separation from Service
{or, if earlier, the date of death of the Stock Plan Participant), except as mav
be ctherwise permitted pursuant to Code Section 40%A. To the extent that a Stock
?lan Participant is subject to this section, the Stock Pian Participant shall be
pald, during the seventh month following Separation from Service, the aggregate
amount of pavment he would have rsceived but for the application of this
secticn.
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13.2 - In General.

The Plan is dintended t< be treated as an unfunded deferred compensation
plan uader the Code and is intended to comply in form and operation with the
requirements of Code Section 40%&. It is the intenticn of the Company that the
amounts deferred pursuant te this Plan shall not be included in the gross income
of the Participants or their Beneficiaries until  .such time as the -deferred
amounts are distributed from the Plan. At all times, «this Plan shall be
interpreted and operated {(i}. in accordance with the "requirements of Section
4094, unless an exemption from Section 409 is available and  applicable, and
{ii) €o preserve the grandfathered status of any deferrals under the Plan to the
fullest possible extent. To the extent there 1is a conflict between the
provisions of the Plan relating to compliance with Section 40%A and the

- provisions of any award agreement issued under the Plan, the provisions of the
Plan control. Moreover, any discretionary aunthority. with respect to awards,

" which may-exist under the terms of the award or the cther terms of this Plan,
shall not be .applicable to an award that is subject .to Section 409A to the
extant such discretionary authority would conflict with Section 40%A. In the
event that any award  shall be deemed not to comply with Section 40%A, then
neither the Company, the Board of Directors, the Committee, the Administrator
nor its or their designees or agents, nor any of their affiliates, assigns or
successors -(each a "protected party") shall be liable to any award recipient or
other person for actions, inactions, decisions, indecisions or any other role in
relation te the Plan bv a protected party if made or undertaken in good falth or
in reliance on the advice of counsel (who may be counsel for the .Company), or
‘made or undertaken by someone other than a protected party.
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. . : Exhibit 10.8
FRONTTER COMMUNTICATIONS CORPORATION
NOM-EMPLOYEE' DIRECTORS' EQUITY INCENTIVE PLAN

(Adopted May 25, 2006, As Amended December 23, 2008)

1.  PURPOSE

1.1 The purgose of this Citizens Communicaticas Company Non-Employee
Directors' Equity Incentive Plan (the "Plan”) is to attract and retain gualified
persons to serve as . non-employee directors by providing such directors with
greater flexibility in the form and timing of receipt ¢f compensation fer their

.service on the Board of Directors.of the Company and an opportunity to obtain a
greater. interest in the Company's long-term success and progress through the
receipt of equity-based awards, thereby aligning such directors' interests more
closely with the interests of the Company's. stockholders. The o Plan was
originally adopted on May 25, 2006. It was amended in December 2008 to comply
with the regquirements of Code Section 40%A. -

2.. DEFINITIONS

As used herein, the following words shall have £cllowing meanings unless
otherwise specifically provided:

2.1 "Aact" meéns the Securities Act of 1933, as amended.

2.2 "Administrator" shall mean the employee(s) and/or officer(é) selected.
by the Committes in accordance with Secticn 9.1(bk) hereof te administer the
Plan.

2.3 "Award"™ means an Optioh or ‘'a Stock Unit granted under the Plan or.any
Fees deferred as Stock Units under the Plan.

2.4 "Renefliclary” with respect Lo & Participani means the person 0r pPersons
designated in writing by the Participant as entitled to receive a Partlcipant's
Stock Unit Account upon his or her death, or to exercise the Participant's
cutstanding Opticas, upon his or her death, or failing such designation, the
perscn or persons who, upon the death of 2 Participant, . shall have acquired by
will, or the laws of descent and distribution, the right to receiwve the benefits
specified under this Plan. "Beneficiary" 'shall also include the person or
persons who, upon the disability or incempetence of & Participant, - shall have
acquired on behalf of the Participant, by legal proceeding or otherwise, the
right to recelve the benefits specified in this Plan on behalf of the
Participant. ’

2.5 "Board" means the Board of Directors of the Company .

_ 2.6 "Broker Exercise Notice™ means a written notice pursuant to which a
Participant, wupon exercise. of an Option, irrevocably instructs =z broker or
‘dealer to sell a sufficient number of shares or loan a sufficient amount of
money to pay all or a portion.of the exercise price of the Opticn and/dr any
ralated withholding tax obligations and remit such sums to the Company and
directs the Company to deliver stock certificates o be issued upon such
exercise directly to such broker or dealer or thelr nominee.

2.7 "Change in Control™ has the meaning set forth in Section 5.1 hereaf.

2.8 "Code" means the Internal Revenue Code of 1988, as amended. ALl
references herein to particular Code Secticns shall alsc refer to any successor
provisions and shall imclude all related regulations, interpretations and other
guidance.

2.9 "Company™ means Freontier Communications Corporation and its successors
and assigns.

2.10 "Committee" means the committee designated by the Board as set forth
in Section 9%.1{a) of the Flan.
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2.11 "Common Stock" means the commeon stock, par value $5.25 per share, of
the Company.’ . ’

2.12 "Director" means any direetor of the Company who is not a full-time
emgloyee of the Ceompany. For the purposes of the Plan, an individual who 1s-Dboth
a full-=time employee of the Company and a director of the Company and therefore
ineiigible te participate in the Plan and who ceases to be a full-time émployee
but remains in office as a director shall become eligible to participate in the
Plan as a director as of the termination of his or her servics as a full-time
emploves.

2.13 "Elective Fees" has the meaning set forth in Section 4.1(b) hereorl.

2.14 "Effective Date" means the date of the Company's 2006 annual
stockholders’® meeting. :

2.15 "ERISA"™ has the meaning set forth in Section & herectf.

7.16 "Exchange Act™ means the Securities gxchange Act of 1934, as amended,
and the rules and regulaticns promulgated thereunder.

2,17 "Fair Market Value" means, unless another reasonable method for
determining fair market value is specified by the Committee, - which method shall
be one that is deemed to constitute fair market wvalue for purposes of Code
Section 408%A to the extent it is used with respect to an Optioen, ‘the <losing
price of a share of the Common Stock as reported by the New York Stock Exchange
tor if such shares ars listed on another  natieonal stock exchange or patienal
quotation system, as reported or quoted by such exchange or system) on the date
in question or, if no such sales were reported for such date, for the most
ragcent date on which sales prices werze quoted.

2.18 "Family Entity,” "Family Member Transfer," "Eamil? Transferee” and
"Family Trust™ have the meanings set fortha in Section & hereof. '

2.19 "Fees" mean the sign-on fees, retalner fses, annual stipends and Board
and committes mesting attendance fees,; urless the context ctherwise reguires.

7,20 "Grant Date” means, with respect to a grant of Opticons or Stock Units,
the date on which such Award is granted and, with . Trespect to 3tock Units that
fapresent Fees deferred by a Director pursuant to Secticn 4.1{c¢) helow, bhe last
business day of the calendar guarter in which the underlving Fees were esarned.

2.21 "Option™ means an option to purchase shares of Common Stock granted to
a Director pursuant to Section 3 of the Plan.

2.22 “Participant" means a current or former Director,

2.23 "Plan Year" means the fiscal vear of the Company, currently the
twelve—month peried ended Descember 31.

2.24 "Predecessor Plan" has the meaning set forth in Section 10.1 hereof.

2.25 T"Previcusly Acgquired Shares” wmeans shares of Commen- £tock that are
ziready owned by the -Participant and that have been held for the period of time
necessary to avoid a charge to the Company's earnings for financial reporting
purposes and that are otherwise accsptable to the Commitiese.

2.26 "Rule 16b-3" shall mean such rule promulgated by the Securities and
Exchange Commission under the Exchange Act and, unless the circumstances require
otherwise, shall include any other rule or regulation adopted under ~Sections
16{a} or 16(b) of the Exchangs Act relating to compliance with, or an exemption
from, Section l6{b}. :

2.27 "Separation from Service" means 2 Participant's separacion from
service with the Company, within the meaning of Code Section 409A(al (2) (A} {1}
and. taking into account the special rules for directors in Treasury Regulation
ss, 1.409A-1th}{5). The term may also be used as a verb {i.e., "Separates from
Service”} with no change in meaning.
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2.25 "Stock Unit" shall mean & credit established in a-Participant's Stock
‘Unit Account. pursuant to Section 4 of.the Plan that represénts the ecocnomic
eguivalent of one share of Commen Stock. )

2.29 "Stock Unit Account”™ ".shall mean the account established for each
Participant to reflect the amount of Fees which such Participant has elected to
defer pursuant £o Section 4.2 of the Plan and/or. Stock Umits granted to such
Parcicipant pursuant to Section 4.1 of the Plan.

2.30 : "Stock Unit Election" means a Participant's delivery of a written
notice of election to the Committee {(a) electing to defer payment of his or her
Feas in accordance with Section 4, and (b} further electing to receive payment
of his or her Stock Unit Account at the Time of Distribution’ in either (1}
Common Stock or (2} cash. BAll such elections shall be irrevocable except as
otherwise provided in the Plan. :

2.31 "Termination" means termination of service as & Director as a résult
of retirement, death, disability or any other reason.

2.32 "Time of Distributicn" means the date ten (10} calendar days after a
Participant's Separation from Service (other than for death) and the date thirty
{30} calendar days after a Participant’s death.

2.33 "Transaction" has the meaning set forth in Secticn 5.1(b} heresof.

2.34 "Trust Agreement" means any Trust Agreement entered into between the
Company and any Trustes in connaction with the Plan.

2.35 "Trustee"” means any entity named as Trustee in the Trust Agrasment .
3, TERMS OF OPTIONS

3.1 Options. Options may be granted to Directors from time to time as
determined by the Board, subject to the terms of the Plan.

3.2 Option Exercise Price. The ekercise price per share of Common Stock
purchasable’ under an Option granted under the Plan shall not be less than 100%
of the Fair Market Value of a share cof Common Stock on the Grant Date.

3.3 Exercisability of Options. Unless otherwise specified by the Company on
or pricr to the Grant Date, an Option granted under the Plan shall become vested
and exercisable on the date that 1s six menths followlng the Grant Date.

3.4 Duration of Optiens. Except as provided in Section 5.2, each Opticn
granted under the Plan will tsrminate " ten years after its Grant Date or, if
sarlier, on the first anniversary of a Director's Termination. ’

3.5 Notice of Exercise. An Option granted under the Plan may be exercised
by a Participant in whole or in part from time to time,. subject to the
conditions contained 1in the Plan, by delivering in person, by facsimile or
electronic transmission or - through the mail notice of exercise to the
Administraior, and by paying in full the total exercise price for the shares or
Common Stock to be purchased in accordance with this Section 3. Such notlce will
specify the particular Option that is being exsrcised {by the date of grant and
total number of shares subject to the Option} and the number of shares with
respect te which the Option is being exercised,

3.6 Payment of Purchase Price. Unless otherwise determined by the
Committee, the total purchase price of the shares to be purchased upon exercise
of an Option shall be paid {2} entirely in cash’ (including check, bank draft or
meoney  order), (b} tender of a Broker Exercise DNotice, {c) tender (either
constructively or by attestation) of Previously Acquired Shares, (d) any
combination . of the above, or {e) any othar method permitted by the Committee and
upon terms and conditions established by the Committee. For purposes of such
payment, Previously Acquired Shares tenderad will be wvalued at the Fair Market
Value on the exercise date.
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4. STQCK UNITS
4.1 Stock Units.

{a) Formula Grant. Unless otherwise determined by the Board, each
Director shall receive a grant of 3,500 Stock Urnits on the first business
day of each Plan Year. :

(k). Discretionary Grants. The Soard may provide that all or a portion
‘of Fees will be paid in the form of Stock Units. In addition, the Board may
determine that Directors will have the ability to elect (in accordance with
Sections 4.2 and 4.3) to receive certaln Fees as a specified number of
Stock Units or as a specified amount of cash {"Elective Fees"). The number
of Stock Units allocated with respect to Fees deferred pursuant to this
subsection (b} shall be-determined in accordance with Section 4.5 below.

(c) Deferred Fees. Directors mav elect (in &ccordance. with Ssctions
4.2 and 4.3} to receive Stock Units in lieu ¢f Feés that are not granted as
11) Elective Fees pursuant to subsection (b} above, or (2) a formula grant
pursuant to subsection (&) above. The number of Stock Units allocated with
respect to Fees deferred pursuant toc this subsection (c) shall be
determined in accordance with Section 4.5 below. -

4.2 Election to Defer.

fa} A Director may eléct, on an annual basis and prior to December 31
of a Plan Yéar, to defer recelpt until the Time of Distribution of all or a
portion of the cash Fees payable to such Director for services rendered in
the ‘next ensuing Plan Year. A Stock Unit Election shall be effective upon
the timely delivery by a Director toc the Administrator  of a written and
properly completed Stock Unit "Election to evidence his or her decisicn.
Such Stock Unit Election shall indicate the portion of the Directorz’  Fees
zo be deferred and credited te his or her Stock Unit Account. A Director
may aiso elect, pursuant to . such Stock Unit Election, to recesive cash or
Common  Stock at the Time of Distribution with respect. to the Steck Units
undarlying such election. A Participant (or his or her Benaficiary] may, in
connection with the Diractor's Termination, c¢hange such Stock Unit Election
as to whether such distribution will be made in Common Stock or cash at the
Time of Distributicn.

(k)" If a person becomes a Director after the . beginning of any Plan.
Year, .he or she may elect to defer receipt of Feses for such Plan Year. Such-
Stock  Unit Election must be made in writing and- delivered tc the
Administrator within thirty days after the individual becomes z Director,
and such Stock Unift Election shall be effective only with respect to Fees
that are earned for services performed by the Director after the date the
Stock Unit Election is deliverad to the Administrator (and thereby becomes
effective).

4.3 Effectiveness of Elections. Stock Unit E£lecticns for each Plan Year
shall be effactive and ilrrevocable upon the delivery of a Stock Unit Election to
the Administrator, except as specifically provided in this pPlan.

4.4 Establishment of Stock Unit Accounts. The Company, Administrator or the
Trustee, as appropriate, shall establish a separate "Stock Unit Account" for
each Participant.

4.5 Crediting Stock Unmit Acccounts.

{a) The Stock Unit Accdunt of each Director shall ke credited as of
each Grant Date with (1) the Fees that are dencminated by the Board as 2
specified number of Stock Unlts and {2) the Fees that the Director elacts
te defer -as Steck Units, With respect to Fees that are deferred pursuant to
Section 4.1ic) above, the Participant shall be credited with a number of
Stock Units determined by dividing the total cash value of such deferred
Fees earned and deferred in a quarter by 85% of the Fair Markset Value of
the Common Stock on the Grant Date. As of the date of any payment of a
stock dividend or stock split by the Company, a Participant's 3tock Unit
Account will be credited with Stock Units equal to the number of shares of
Common Stock {including fracticnal share entitlements) which are payable by
the Company with respect fo the number of shares (including Zfractional
share entitlements}  equal to the number of Stock Units credited to the
Participant's Steock Unit Account on the record date for such stock dividend
or stock split. As of the date of any dividend in cash or property or other
distribution payable to holders of Common Stock, the Participant'’s Stock
Unit Account shall be credited with additional Stock Units egual to the
number of shares of Common Stock (including fractional share enticlements)
that could have been purchased at the Falr Market Value as of such payment
date with the amount which would have been received as a dividend or’
distribution on the number of sharxes  (including fractional  share
entitlements} equal to the Steock Units credited to the Participant's Stock
Unit Account as. of the record date.
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(b} On a guarterly basis, or as otherwise  appropriate to match
increases in Stock Units held in the Plan, the,Company may, but shall not
be required by the' terms of the Plan to,  purchase Commen Stock on the open
market and hold the same in the "Non-Employee Directors' Eguity Incentive
Plan Account." RAlso, the Company may enter into a Trust Agreement with a
Trustee and may, but shail not be required by the terms of the Plan to,
transfer tc the .Trustee ‘sither (1) the number of shares of Common Stock
aqual o the whole number of Stock Units in the - Participants® Stock Unit

CAccounts for Fees deferred by the Directors on such Grant Dats, or (2) cash
with .instructicns to purchase such number of shares of Common Stock either
from the Company or in the open market, as .determined by the Company.
Purchases 1in the open market by the Trustee shall not be subject to any
direct or indirect control or influence over the times when, or the prices
at which, or the broker or dealer through which, the Trustee shall buy such
shares. As specified in Section 7.2, any shares of Common Stock purchased
by the Company and any shares of Commcn Stock or-cash held by the Trustee
shall remain the property of the Company or Trust, respectively, and shall
not be property or money to which any Participant has any right or claim,

4.6 Time and Methed of Distribution.

{a] Distribution of a Participant's Steck Unit Account shall commence
at Time of Distribution, Distribution shall be made in a lump sum either in
shares of Common Stock or in cash. If a distribution is to bs made in cash,
it shall be in an amount equal teo the Fair Market 'Value as of the date of
Separation from Service of all Stock Units credited to a Participant's
Stock Unit Account. The distributicn shall be paid to the Participant, the
Family Transferee or his or her Beneficiary, as applicable. Any Fees earned
in the calendar quarter in which a Participant's Separation from Service
occcurs shall be distributed in cash, based on the cash amount of such Fees
previously established by the Board. For example,. if a Director elects to
defer quarterly Fees in the amount of $2,000 and such Fees are not credited
to his or her Stock Unit Account because the Terminaticn occurs during such
calendar quarter, such Director or his or her Beneficiary will receive a
distribution of such Participant's Stock Unit Account plus a lump sum cash
payment of 52,000, :

(k) If a distribution is to ke made in shares of Commen Stock, the
distribution shall be such number of shares of Common Stock as shall equal
the whole number of Stock Units credited to such Participant's Stock Unit
Account, Anv remaining fractional interest shall be paid in cash based on
the Fair Market Value of the shares of Common Stock represented by such
3tock Units on the date of Separation from Service. '

{c) In the absence of an effective Stock Unit Zlecticn to take eifect
at the. Time of Distribution that sets forth whether such distribution shall
be in cash or in Common Stock, the Stock Unit Account shall be paid out in
Common Stock.

(d) This subsection (d) shall govern the distribution of a Stock Unit
that if paid at the time the distribution weuld be made without regard to
this- subsection, ¢ould result in a wviclation of Section 164 of the Act
because there is an.opposite way transacticn that would. be matched with the
liguidaticn of the Participant’s interest in Stock Units ({either as a
“"discreticnary transaction," within the meaning of Rule 16b=3(b) (1}, or as
a regular transaction, * as applicable) (a "Covered Distributicn™}. In the
case of a Covered Distribution, i1f the ligquidatlon of the Participaat’s
interest. in Stock Units in cennectien with the distribution has not
received approval that is effective to exempt the transaction under Rule
16b=3 ("Exempting Approval”™) by the time the distribution would be made if
it were not a Covered Distribution, or if it 1is a discretionary
transaction, ther the actual distribution to the Participant shall be
delayed only until the earlier of:

fi} In the c¢ase ¢f a tramsaction that is neot 2 discretionary
transaction,. the date Exempting Approval ' is obtained of the
liguidation of the Participant’'s Stock Units in connection with the
distribution, and
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{ii} The date. the distribution would no longer wiolate Section: 16

of the Act, =.g., when the Participant is no londer subject to Section

" 16 of the  Act, or when the time between the liguidation and an

opposite way transaction that would be matched with the liguidation is
suff;cient.

5. CHANGE IN CONTROL

5.1 A-"Change in Control™ 'shall mean and shall be deemed to have occurred
as of the date of the first to occur of the following events:

{a} when any “person” as . defined in Section  3{aj) {9} of the Exchange
Act, and as used in Section 13(d) and 14({d) thereof, .including a "group" as
‘defingd in Sectioh 13{d) of the Exchange Act (but excluding the Company and
any subsidiary and any employee benefit plan sponscred or maintained by the
Company or any subsidiary (including any trustee of such plan acting as
trustee}l}, directly or indirectly, bkecomes the “beneficial owner" {as
defined in Rule 13d=3 under the Exchange Act), of securities of the Company
rapresenting 50% oxr more of the combined voting power of the Company's then
gutstanding securities; or

{b) upon the consummation of any merger or other business combination
invelwving the Company, a sale of substantially all of the Company's assets,
liguidation or disseiution of the Company or a combinaticen of the foregoling
transactieons. (the “Transactions") other than a Transaction immediately
folleowing which the stockheolders of the Company immediately prior to the
Transaction own, in the same proportion, at least 51% of the voting power,
directly or indirectly, of (i) the surviving corporation in.any such merger
or other business combinatien; (ii} the purchaser of or successor to the
Company's assets; {(iiji} both the surviving corporation and the purchaser in
the event of any combinatien of Transactions; or (iv}) the parent company
owning 100% of such survivipg corperation, purchaser or both.the surviving
cerporation and the purchaser, as the case may be.

5.2 Acceleration . of Vesting; -Termination. If a Change in Control of the
Cempany occurs, then all Options will become immediately exercisable in full and
will remain exercisable in accordance with their terms; provided, however, that -
the Company may provide that the Options shall terminate upon the consummation
of such Change in- Control, provided  that the Company provides a minimum of
thirty (30} days' prior written notice to the Participants of such Option
termination date. .- : .

o, AWRRDS NOT TRANSFERABLE; EXCEPTIONS

{a) No- BAward shall be transferable or .subject -in gny manner to
alienation or anticipation other than by .will or the laws of descent or
distribution except pursuan:i to a lump-sum property settlement under a
domestic relations order as definmed by the Code or Title I of the Employee
Raetirement Income Security Act ("ERISA") and the rules and . ragulations
promulgated thereunder and except that, with the consent of. the Committee
acting in its sele discretion, a Participant may effect a transfer (a
"Family Member Transfer"} of an Award that is net subject to Code Section
4094 {or that is transferred in full compliance with Code Ssction 408A) to
{i) a member of the Participant's immediate family (which for the purpcses
of the  FPlan shall have the same meaning as defined din Rule léa-l
promulgated under the Exchangs Act); {ii} 2 trust {(the "Family Trust”) the
beneficiaries of which ceonsist exclusively of members of the Participant's
immediate family: and {(iii} a partnership, limited partnership or other
limited liability entity ("Family Entity"™) the members of which consist,
&xclusively of members of the Participant's immediate family, Family Trusts
and Family Entities; provided "that noc consideration is paid feor the
transfer and that sach Family Member Transferee execute an instrument
agreeing to be bound by the provisions of the Plan and the. Plan's
restrictions on transferability of the Award. During the lifetime of a
Participant, ‘an Option shall be exercisable only by the Participant or his
or her Family Transferee or Beneficiary. & “Family Transferee" 1is a
transferee that is a member of the immediate family of a Participant or a
Family Truast or Family Entity.

{b) No Participant may borrow against his or her Stock Units or
Options. No Stock Unit Account nor Option shall be subject in any manner o
anticipation, alienation, sale, transfer, assignment, pledge, encumbrance,
charge, garnishment, execution eor levy of any kind, wheather voluntary or
involuntary, iprcluding, but not limited to, any Liability which is for
alimony or other payments for the support of a spouse or former spouse, or
for any other relative of a Participant, except with respect to a Family
Member Transfer of Awards as described above. Neither a Participant's Stock
Unit Account or Opticn hereunder nor a Participant's rights to benefits
hersunder may be assigned to any other party by means of a judgment, decree
or order [including approval of a property settlement agreement) relating
to the provisien of child suppert, alimony payments, or marital property
rights of a spouse, former spouse, child or other dependent of the
Participant.
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{c} In the -event that, . notwithstanding the foregoing, any
Participant's benefits are garnished or attached by order of any court, the
Committee may elect to bring an action for a declaratory Jjudgment in a
court of competent Jjurisdistion to determine the proper reciplent of the
benefifts to be paid by the Plan. During the pendency ¢f said action, ‘any .
benefits that become payable may be paid into the court as they become

‘payable, to be distributed by a2 court to the recipient as it deems prope
at the close of said action. ' .

7. CREDITORS AND INSOLVENCY

7.1 Unfunded Status. Any and all payments made to a Participant pursuant to’
the Plan - shall be made . from the general .assets of the Company or assets
available to its general creditors. &Any payments made in good faith under the
terms - of the Plan to a .Participant or his or her Benaficiary shall fully
discharge the Plan, the Company, -the Trustee, if any, the Administrator and the
Committee from all -further obligations with respect to such payments. The
Company intends that the Plan shall be considered unfunded for all purposes,
inecluding tax purposes and purposes of Title I of ERISA.

- 7.2 Claims of the Company's Creditors. All assets held pursuant to the
provisions of this Plan shall be subject to the claims of general creditors of
the Company, including judgment creditors and. bankruptcy creditors. The rights
of a Participant ' cor Beneficlary to any bensfits under the Plan or to any asseis
under the Trust shall be no greater than the rights of an unsecurad c¢reditor of
the Company. No- Participant shall have any claim or entitlement to any shares of
Commén Stock which have been purchased, acquired or held by the Company or any
Trustee., Any and all such sharss shall be the property of the Company and shall
only . represent funds or assets availsbhble t& the Company which it shall have
designated to match its obligaticns and accruals with respect to the Plan. |

5. PAYMENT OF SHARES
8.1 Delivery_of Certificates for Stock.

fa} At the Time of Distribution, subject tc subsection (d} belcw, the
Company shall deliver to a Participanf who has elected fo receive shares. of
Common Stock, or to his or her Family Transferes or Beneficiary, a
certificate for the shares of Common Stock to which he or she is entitled. .
At the time of exarcise of an Opticn, subject to subsection (d), the
Company shall deliver to the Participant or to his or her Family Transferee
or Beneficiary, a certificate for shares of Common Stock te which he or she
is entitled. Such certificates shall be registersd in the name of the
Participant, Family Transferse cor Beneficiarny,

{b} The Company shall not be required to issue or deliver any
certificates for, or make book-antry reflecting, shares of Common Stock
prior t¢ (i} the listing of such shares on any stock exchange or guotation
system on which the Common Stock may then be listed or quoted.and (ii} the
cempletion of any registration, gqualification, approwval or authorization of
such sharés under any fedesral or state law, or any ruling or regulation or
approval or authorization of any governmental body which the Company shall,
in its sole discretion, determine fc be necessary or advisable.

(e} A1l certificates £or shares of Common Stock deliversd under the
‘Plan, and kook entries reflecting such shares, shall be subiject to such
restrictions as the Committee may deem advisable under the rules,
regulations, and other reguirements of the Securities and Exchange
Commission, any stock exchange upon which the Common Stock is then listed

and. any applicable federal or state securities laws.

{d) If the registration of ownership of Common Stock is then being
maintained by the Company or its transfer agent ia book-entry form, then
the delivery of shares of Common Stock to. the Participant, Family
Transferee or Beneficlary may be evidenced by book entry.
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8.2 Tazes. The Company or the Trustee, .as appropriste, shall deduct the
amount of any taxes, 1f so required by law, from any payments made pursuant to
the'Plan and shall transmit the withheld'  amounts to the appropriate - taxing
authcrity, and:provide the Participant, Family Transferes or. any Beneficiary of -
appropriate evidence of .withheolding. In the case of exercise of an Option or
payment in shares of Common Stock, the Participant may request the Company to
accept payment of any related withholding faxes in the form of shares of Common
Stock valued at Fair Market Value on the exercise date of the Opticn or payment
in shares of Common Stock, as the case may be.

B B.3 Payment to Beneficlary, Exercise of Option by Beneficiary. Upon the
death of a Participant, the Steck Unit Account of the deceased Participant shall
be paid to the Beneficlary within 30 days following . the date of death. 'In
addition, upon the death of a Participant,; the - Beneficiary may exercise any
Option to the extent exercisable on the date of death and as otherwise
permissible pursuant to any Option agreemsent.

8.4 . Beneficiary Designaticn. Beneficiary designations shall be made in
writing and delivered to the Administrator and shall comply with any applicable
state law reélating to testamentary dispesiticns and other requirements., A
Participant - may designate a new Beneficiary or Beneficlaries at any time by
notifying’ the Administrater. The last such designaticn received by the
Administrator shall be contrelling; provided, however, that no designaticn, . or
change or revocation therecf, shall be effective unless received by the
Administrator prior to the Participant’s death, and in nc event shall it be

“effective as of a date pricr. to such receipt.

9. ADMINISTRATION
9.1 Appointment of Committes.

{a] The Board of Directors shall appoint a Committee, consisting of
not less than two persons, to administer and iaterpret the Plad; provided
that, so long as the Company has a -class of its eguity securities
registered. under Section 12 of the Exchange Act, such committee will
consist - solely of two or more members of the Board who are '“non-employee
directors™ within the meaning of Rule 16b-3, Members of a Committee shall
hold office at the pleasure of the Board of Directors and may be dismissed
st any time with or without cause.

(b} The Board of Directors shall alsc designate one or more officers
or employees of the Company to administer the Plan and te have the primary
administrative responsibility with respect to the Plan, in c¢oordination
with and under the directicn of the Committee.

9.2 Powers of the Administrater and the Commitiee.

fa) The Committee shzll not, under any c<ilrcumstances, have authority
to select those Directeors who will be eligible to participate in the Plan
or to make decisions <concerning the timing, pricing or amount of any
benefit, Stock Unit, share of Common Stock or Optien under the Plan. ALl
such matters are determined . solely by the provisions of the Plan. The
Committee shall interpret or supplemsent the provisicns of the Plan whers -
desirable or necessary and may resolve ambiguities or omissicns or adopt
procedures for the administration of the Plan consistent with the purpose
and provisians of the Plan and any rules adopted by the Committee. Whenever
directions, designations, applications, requests or other notices are to he
given by a Participant wunder the Plan, they shall be filed with the
Commitiee.

(b} Except as provided in the next paraaraph, all decisions;,
determinations or actions of the Committes made or taken pursuant to grants
of autherity under the Plan shall be made or taken in the sole discretion
of the Commitfee and shall be final, conclusive and binding on all persons
for all purposes.

{c) If the taking of any action or the making of any determination by
the Committee shall jeopardize the effectiveness of any exemption of any
plan of the Company from Section 16(a) and {b) of the Exchange Act, the
Committee shall be deemed to be without the gower to take such action or
make such determinaticn. .
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10.  SHABRES OF COMMON STOCK SUBJECT TO- THE PLAN

) 10.1 Humber of Shares. Subject to the provisions of Section 10.2 {relatin
to adjustments upon  changes in capital structure and other corporate
transactions), a maximum of 2,000,000 shares of Common Stock may be issued and
delivered to Participants, Family Transferees and their Beneficiaries under the
Plan. If and to the extent that any Awzrd is forfeited, or if any Optien granted
under the Plan terminates, expires or is cancelled or forfeited, without having
been fully exercised, shares of Common Stock subject to such Awards shall again
be available for distribution in connection with Awards .under the Plan, If the
option price of any Option granted under the Plan is satisfisd by delivering
Previously - Acquired Shares to the Comgany, only the number of shares of Common
Stock issued net.of the shares of Previously Acquired Shares deliverad shall he
deemed delivered for purposes of  determining the maximum number of shares of
Common Stock available for delivery under the Plan. Any shares of Common Stock
available for grant under the Amended and Restated Citizens Utilities Company
Non-Employee Directors*® Deferred Fee Equity Plan {the "Predecesscr Plan™) on the
Effective Date not subject to outstanding awards shall become available for
issuance under the Plan. (As of April 5, 2006, approximately 536,751 shares of
Common Stock ars expected to be available for issuancde under the Predecessor
Pian. Thus, the total number available for grant under the Plan is expected to
be 2,536,751 million.) In addition, if and to the extent that any "plan units"
cutstanding on May 25, 2006 under the Predecessor Plan are forfeited, or if any
option granted under the Predecessor Plan terminates, expires, or is cancelled
or forfeited, withecut having been fully exercised, shares of Common  Stock |
subject  to .such "plan units™ or opticns c¢ancelled shall become available for
izssuance under the Plan, Any share of Common Stock transferred by the Company to
‘a Stock Unit Account or to the Trustee or delivered by the Company upon exercise
of an Option heresunder may consist, in whole or in part, of authorized and
unissued shares or treasury shares. HNo fractiopal shares shall be issued under
the Plan. Cash may be paid in lieu of any fracticnal shares in settlements of
Awards under the Plan,

10.2 Adjustments in Event of Change in Commeon Stock.

Subject to the provisions of Sections 5.1 (relating to a Change in
" Control}, - in the event of any stock dividend, stock 'split, combination or
exchange of shares, merger, consolidation, spin-off or other distribution (other
than normal cash dividends) of Company assets to stockholders, or any other
change afrfecting shares of Common Stock, such adjustments, if any, as the
Committee in its discretion may deem appropriate to reflect such change shalil be
made with respect to (a) the aggregate number of shares of Common Stock that may
be lssued under the Plan; (b} the number of shares of Common Stock - subjedt to
Awards of a specified type or to any Participant; and/or {c) the price per share
for any outstanding Options granted under the Plan. :

11l. MISCELLANEQUS

11.1 Term of Plan. The Plan shall ke efiective as of the Effective Date,
zubject to approval by the stockholders of the Company. The Flan shall terminate
on the tenth anniversary of the Effective Date, unless earlier terminated by the
Board in its sole discretion or by the Committee in accordance with Section 11.4
of the Plan. The termination of the Plan shall not impact any outstanding
Options or Stock Unit Accounts, HNotwithstanding the foregoing, the Board may
terminate the Plan and the Committee shall have the authority to terminate all
deferral =elections (1) in the event of = corporate. dissciution . taxed under
Section 231 of the Code, {2) with the approval of a bankruptcy court pursuant to
11 U.8.C. Section 503(k)(1)(A) or (3} as a result of such other liguidation or
similar event that constitutes a permitted termination of the Plan under Section
409A of the Code and regulations and guidance thereunder.

11.2 Participants' Rights. ®Nothing contained in ‘this Plan shall -be
construed ~as giving any Participant the right o be retained as a Director of
the Company or as limiting, in any way, any right that any party or parties may
have to remove a Participant as a Director of the Company or to appoint or to
elect "another individual to replace a Participant as a Director of the Company.
Nothing contained in this Plan shall be construed as giving any Participant the
right to recelve any benefit not specifically provided by the Flan. Any other
provision of the Plan notwithstanding, -a Participant shall not have any interest
in the amounts credited to his Stock Unit Account until such Stock Unit Account
is distributed in accordance with the provisions of the Plan.
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11.3 Amendments; Other. The Board may at any time modify and amend the Plan
in any respect; provided, ' however, that stockholder approval shall ke obtained
prior tc any such amendment becoming effective L1f such approval is required'by
law, - the rules of the stock exchange on which the.shares of Common  Stock are
then 1listed, or is aecessary to comply with regulations - promulgated by the
Securities and Exchange Commission under Section 16{b) of the Exchange Act,
provided further that, nb amendment, medification, fermination or suspensiocn of
the Plan shall in any manner materially adversely affect any BAward theretcfore
granted .under the Plan, without the consent of the Participant holding such
Award, except that no such consent shall be required if the Board determines in
its sole discretion that such amendment,; modification or termination is required
or advisable in order for the Company, the Plan or the Award to satisfy any
applicable law or regulation, stock exchange rule, sver-the-counter market rule,
or to' meet the requlrements of any intended  accounting treatment.
Motwithstanding the foregoing, the Board may (but shdll not be. Yeguired to)
zmend the Plan without obtaining the consent of any Participant to the extent
necessary (as determined by the .Board  in its scle discration) to meet the
requirements of Section 409A of the Code and the guidance issuad thereunder such
that the additional taxes and penalties set forth in Section 409A(a}{i)(B) of
the Code will not' apply to transactions contemplated by the Plan or any
Participant's Award agreement  with respect to an Option or Stock Unit. The
Company shall have no liability whatscever for or In respect of any decision to
take action to attempt to so comply with Code Sectlon 40%A, any omission. to take

"such  action or for the failure of any such action taken by the Company to so
comply.

11.4 Notices. All elections, designétions, requests, notices, instructions
and other communications rom a Director, Participant, Beneificiarv or other
person to the Administrator, required or permitted under the Plan, shall be in
such form as ig prescribed from fime to time by the Administrator and shall be
mailed by registered or certified mail, postage prepaid first class mail,
naticnally recognized wovernight courier, delivered by facsimile, perscnally
delivered cr otherwise delivered to such location as shall be specified by the
Administrator.

11.5 Captions. The use of capticns in the Plan is for convenience. The
captions are not intended to provide substantive rights,

11.6 Governing Law. The validity and coenstruction of the Plan and the
instruments evidencing the Awards granted hersunder  shall be governed by the
substantive laws of the State ¢f Delaware.

11.7 Binding Effect. The 'iermé of the FPlan shall ke binding upeon the
Company and 1ts successors and assigns.

12, COMPLIANCE WITH CODE SECTION 4094

12.1 Specified Employees. With respect to Participants who are "specified
employees™ (with such status . determined by the Company in accordance with rules
established by the Company in writing in advance of the '"specified emplovee
identification date™ that relates to the date of Participaat's Separation from
Service or, if later, by December 31, 2008,. or in the absence of such rules
established by the Company, under the default rules for identifying specified
employees under Code Section -4097), a distribution due to Separation from
Service may not be made before the date that is six months after the date of
Separation from Service {or, 1f earlier, the date of death of the Participant),
except as may be otherwise permitted pursuant to Code Section 40%A. To the
extent that a Participant is subject to this secticn, fthe Participant =shail be
paid, during the seventh month following Separation from Service, the aggregate
amount of ‘payment he would have received bub for the application of this
section.

10
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12.2 In General. The Plan is intended to be treated as an unfunded deferred
compensation plan under the Code and is intended to comply in form and operation
with the . reguirements of Code Section 409A. It is the intentidn of the Company
that the amounts deferred pursuant -to this Plan shall not be included in the
gross income of the. Participants or their Beneficiaries until such time as the
deferréd smounts are distributed from the Plan. At all times, this Plan shall be
interpretad -and operated (i) in accordance. with the reguirements of "Section
409A, unless an exemption £rom Secticn 409K is available and applicable, and
(ii) te maintain the exempticn from Section 409A of Options. To the extent there
is a coenflict between the provisions of the Plan relating to compliance with
Section 40%A and the provisions of any Award agreement issued under the Plan,
the provisions of the Plan control. Maoreover, any discretionary authority with
respect. to Awards, . which may exist under the terms ¢f the Award or the other
terms of this Plan, -shall not be applicable to an Award that is subject to
Section 40%A to the extent such discreticnary authority would conflict with
Section 409%2. In the event that anv Award shall be deemed not to comply . with
3ection 403, then neither the Company, the Board of Directors, the Committee
nor its or their designees or agents,  aor any of thelr affiliates, assigns or
successors {each a "protected party”) shall be llable to any Award recipient or
other person-for actions,. inactions, decisions, indecisions or any other role ian
relation to the Plan by a protected party if made or undertaken in good faith or
in reliasrce on the advice of counsel (who may be counsel for the Company}, or
made or undertaken by someone other than a protected pariv.

11
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Exhibit 10.11

FRONTIER COMMUNTCATIONS CORPORATION. © .
1996 EQUITY INCENTIVE PLAN

{&s Amended and Restated Decembar 29, 2008)
SECTION 1. PURPOSE

The Frontier -Communications Corporation 1936 Equity Incentive Plan {the
"plan™) has been superseded by the Frontier Communications - Corperation Amended
and Restated 2000 Egquity Incentive Plan; the plan is being amended and restated
to comply with the requirements of Section 4094, The purpose of the Plan 1s to
provide compensation- incentives for.high levels of performance and productivity
by emplovees of the Company. The Plan is intended to strangthen the Company's
existing operations and its abllity te attract and retain outstanding emplovees
upon whose judgment, initiative and efforts the continued success, growth and
develepment of the Company is dependent, as well as encourage such employees to
‘have a greater personal financial investment in the Company through ownership of
its common stock.-

SECTION 2, DEFINITIONS
When used herein, the rollowing terms have the following meanings:

(a) "AFFILIATE" means any company controlled by'the Company, controlling
the Company or under common control with the Company.

{b) "AWLRD"™ means an award granted tc any Eligible Empioyee in accoerdance
with the provisions of the Plan.
.tc) "AWARD AGREEMENT® means the written agreément or éertificéte gvidencing
the terms of the Rward granted to an Eligible Employes under the Plan.

{d} - "BENEFICIARY"™ means the beneficiary or beneficiaries designated
pursuant.. to Section .1l to receive the amount, if any, payable under the Plan
upon the death of an Eligible Employee.

(e) "BOARD" means the Board of Directors of the Coﬁpany.

(£} A "CHANGE IN CONTROL" shall mean the oceurrence of any of the following
events with respect to the Company:

(1} (B} a third "person™ [other than an emplcyse benafit plan of The
Company), including a “group", as those terms are unsed in Section
12{d} of the Exchange Act; is or beccmes the beneficial owner {as
that term is used in said Sectiom 13(d)] of stock having twenty
percent {20%) or more of the total number of votas that may be
cast for the election of members of the Board or twenty percent
(203} or more of the fair market value of the Company’s issuad
and outstanding stock, or (8] the receipt by the Company of any
report, - schedule, application or other document filed with a
state or federzl governmental agency or commission disclosing
such ownership or proposed ownership.
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tii} appreval by the stockholders cf ' the Company of any (1}
. consolidation or merger or sale of assets of the Company in which
the Ccmpany is not the continuing .or surviving  corporation or
pursuant to which shares of steck the Company would be coaverted
inte cash, securities or other property, other than. a-
consolidation or merger of the . Company in which holdsrs of its
common stock immediately prior to the consolidation & or merger
have ‘substantially the same proportionate ownership of common
stock .of the surviving corporation immediataly after the
consolidation or merger as they held immediately before, or (2]
sale, lease, exchange or other transfer {in one transaction or a
series of related transactiens) of all or substantially all the
assets or businesses of the Company. ’

{iii) as a result of, or in coanection with, any cash tender offer,
exchange . offer, merger or other business combination, sale of
assets or contested election, or any combinaticn of the foregoing
transactions {a "Transaction")}, the persons who are members of
the Board kefors the Transaction shall cease to constitute a
majority of tha Beoard or any successor Lo the Company.

Notwithstanding anything in this Plan or any Award Agreemeént to the contrary, o
the extent any provision of this Plan or an Award  Agreement would cause a
payment of deferred compensation that is subject to Section 409A to be made upon
the . occurrence of a Change in Control,  then such payment shall not be made
unless such Change in Control also constitutes. a "change in ownership™, . "change
in effective control™ or "change in ownership of a substantial portion of the
Company's asseta" within the meaning of Section 409%A. Any payment that would
have been made except for the application of the preceding sentence shall be
made in accordance with the payment scheduls that would have applied in the
absence of a Change in Control.

{g) "CODE" means the Internal Revenue Code of 1986, as now in effect or ag
hereafter amended. (All citations to Sections of the Code are to such Sections
as they are currently designated and reference Lo such Sections -shall include
the provisions thereof as they may from time to time be amended or renumbered as
well as any successor provisions and any applicable regulations.)

{h) "COMPENY"™ means Citizens Utilities Company, and its successors and
assigns.

(i) "COMMITTEE" means the Compensation Committee of the Board of Dirsctors
of the Company. :

(j):"EFFECTIVE DATE™ means with respect to this amendment and restatement
of the Plan, January 1, 2005, which 1s the Section 409A compliance date.

(¥} "ELIGIBLE F®MPLOYEE" means an employee of any Participating Company
whose responsibilities and deciszions in the judgment of the Committee foster 'the
management,, growth, perfoermance or profitability of any Participating Company.
Where required by the context, "Eligible Employee" includes an individual who
has beer granted an Award but is no longer an employes of any Participating
Company .
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{1} "FAIR MARKET - VALUE™ means, ualess another reascnable methed for
determining fair market value is specified by the Committee, ~which method shall
pe one that is deemed to constitute fair market welue for purposes of Section
4093 to the extent i1t is used with respect to an Option or AR, the average of
the high and low sales prices of a share of the appropriate Seriss of Stock as
reported'by the New York srock Exchange (or if such shares are listed on another
national stock exchange or naticnal gquotation system, as repcrted or gquoted by
such exchange or system) on the date in guestion or, if no such sales were
reported for such date, for the most recent date on which salss prices were
quotead, c

{m) "FAMILY WMEMBER" AND “"FAMILY TRUST" shall have the same meanings as are
emploved. from time to time by the SEC for the purpose of the exception to the
rules promulgated by the SEC which limit transferability of stock optiens and
stock awards for purposes of Ssection 16 of the Exchange Act and/or the use of
Form 3-8 undér the Securities Act, For the purposes of the Plan, The phrases
"Famlly Member™ and "Family Trust™ shall be further limited, Lf necessary, so
that neither the transfer tc a Family Membér or Family Trust nor the ability of
a Participant to make such a transfer shall have adverse consequences to the
Company or a Participant by reason of Section 162{m} of the Code.

{n} "FRONTIER PENSIOM PLANS™ means any of the Companv's non-contributory
defined-penefit gqualified retirement plans in effect and applicable on the date
in guestion.

(o) "OPTION™ meéans an option to purchase Stock, including Restricted Stock
or Deferred Stock, if the Committee sc determines, subject to the applicable
provisions of Section 5 and awarded in accordance with the terms of the Plan and
which mayv be an incentive stock option qualified under Section 422 of the Code
or a nongualified stock option.

(p}  "PARTICTIPATING COMPANY™ means the Company or any subsidiary or other
affiliate of the Company; provided, however, for incentive stock options only,
"participating Company"™ means the Company, any corporation or other entity which
at the time such option is granted under the Plan qualifies as a subsidiary of
the Company under the definitien of “subsidiary corporation™ - contained in
Section 425(f) of the Code; and further provided that, for Awards covered by
Saction 4094 only, "Participating Company" means the Company and any ¢orporation
or other entity which at the time such option is granted under the Plan would,
together with the Company, be considered a single person undar section 414{b} or
tc) of the Code. :

{q) ~"PARTICTIPANT" means an -Eligible Employee who has been or is being
granted an Award.  When required by the context, the definition of Participant
shall include an individual who has been granted an Award but is nc longer an
employee of any Participating Company.

{r] "PERFORMAMNCE SHARE" means a performanca share subject to the
requirements of Saction 6 and awarded in accordance with the terms of the Plan.
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{s) "PLAN"™ means the Frontier Communicaticons Corporation 1956 Equity
Tncentive Plan, as the same may be amended, administered or interpreted from
time to time. o - ’

{ti "RESTRICTED STOCK" means Stock delivered under the Flan subject te the
requirements of Section 7 and such other terms and restrictions as the Committee
deems appropriat® or desirable. : B .

{u} "SAR" means a stock appreciaticn’. right subject to the appropriate
reguirements under Section 5 and awarded in  accordance  with bhe terma of the
Plan.

(v) "SEC™ means the Securities and Exchange Commission. "Exchange. Act"
means the Securities Exchange Act of ‘1934, "Rule 16b-3" shall mean such rule
promilgated by the SEC under the Exchange Act and, unless the circumstances
require otherwise, shall- include any othar rule or regulation adopted under
Sections 16ta) or 16(b) of the Exchangs Act relating to compliance with, or an
exemption from, Section 1l6&(b). - "Securities Act" means the Securities Act of
1933. Reference to any section of the Securities Act, Exchange Act or any rule
promulgataed thereunder shall include any successor section or zules.

(w)} "SECTION 4G9A" mean5 Saction 409 of the Code.

(¥} "STOCK" means the Series A or Series B Common Stock of the Company and
any successor Common Stock.

(v} "TERMINATION WITHOUT CAUSE™ means termination of employment with a
Participating Company by the employer for any reason other than death, Total
Disability or termination for deliberate, wiliful or gross misconduct, and also
means voluntary terminatiorn of employment by employee.

({z) "TOTAL DISABILITY" means the complete and. permanent inability of an
Eligible Employee to perform all of his or her duties under the terms of his or
her employment with any Participating Company, as determined by the Committee
upcn the basis of such evidence, including independent medical reports and data,
as Tthe Company deems appropriate or necessary; provided, however, that to the
extent any provision of this Plan or any Award Agreement under this Plan would
cause a payment of deferred compensation o be made upon the occurrence of a
Participant's Total Disability, then such payment shall not be made unless such
Total Disability zlso constitutes a "disability"™ -within the meaning of Section
4094, Any payment that would have been made @xcept for the applicaticn of the
preceding sentence shall be made in accordance with the time of payment schedule
that would have applied In the absence of a Total Disability.

SECTION 3, SHARES SUBJECT TO THE PLAN

(&) Subject to adjustment as provided in Section 14 hereof, 11,300,000
shares of Stock are hereby reserved for issuance pursuant to Awards under the
FPlan. 3hares reserved for issuance under the Plan shall be made available either
from authorized #nd unissued shares, . shares held by the Company in its Treasury
or reacquired shares. The term "issved" shall include all deliveries to a
Participant of shares of Stock pursuant to Awards under the Plan. The Committee
may, in its discretion, decide to award other shares issued by the Company that
are convertible into Sfock or make such shares subject to purchase by an option,
in which event the maximum number of shares of Stock inte which such shares may
be converted shall be used in applying the aggregate share limit under this
Section 3 and all provisions of the Plan relating to Stock shall apply with full
force and effect with respect to such convertible shares.
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(b} If, for any reason, any shares of Stock awarded or subject to purchase
or idsuance under the Plan ars not delivered or are reacquired By the Company
for reasons iacluding, but not limited to, a forfeituré of Restricted Stock or
termination, expiration or a canceliatlion. of an Cpticn, SAR or a Performance
Share, such shares of Stock shall be deemed not to have been issued pursuant to
‘Awards under the Plan, or to.have been subject to the Plan; provided, howevsr,
that the counting of shares of Stock subject to Bwards. granted 'under the Plan
against the number of shares available for further Awards  shzll in all cases
conform to the reguirements of Rule 160-3 under the Exchange Act. With respect
to any Award  constituting an Optién or SAR granted to any Eligible Employesa. who
is a  "covered employee™ as defined in Section 162(m) of the Code that is
canceled, the number of shares of Stock originally subject to such Award shall

" continue to count in accordance with Seciion 162(m) of the Code. 'Unless the
Committee otherwise determines, shares of Stock received by the Company in
connection with the exercise of Options by delivery of shares or in - connection
with the payment of withholding taxes shall reduce the number of sharés deemed
to have been issued pursuant to Awards under the Plan for the limit set forth ia
Section 3{a} hereof. .

SECTION 4. GRANT OF. AWARDS AND AWARD AGREEMENTS

{a} Subject to and in furtherance of the provisions of the Plan, the
Committee shall (i) determine and designate from time to time those Eligible
Employees or groups of Eligible Employess to whom Awards are to be granted; (ii)
grant Awards to Eligible Employee; {iii} determine the form or forms of Award to
be grénted to any Eligible Employee; (iv} determine the amount or nunmber of
shares of Stock,  including Restricted Stock or Deferred Stock 1f the Comnmittes
so determines, subject to each Award: - (v) determine the terms and .conditions
{which need not be identical) of each Award; (vi}. determine the rights of each
Participant . after employment has terminated and the periods during which such
rights may be exercised: (wvii) establish and modify performance objectives;
(viii) determine whether and to what extent Eligible Employees shall be allowed
or required to defer recelpt of any Awards or other amounts payable under the
Plan to the occurrence of a specified date or event; {ix} determine the price at
which shares of Stock may de offered under each Bward which price may, except in
the case of Options, be zero; {x} permit cashless exercise of Options and cther
Awards of a sale, lecan or other nature covering exercise prices and/or income
taxes; (xi1) interpret, construe and administer the Plan and any related Award
Agreement and define the terms employed therein; and (xii) make all of the
determinaticns necessary or agvisable with respect to the Plan or any Award
granted thereunder. Awards granted to different Fligikble Emgloyees or
Participants need not be identical and, in additicon, may be modified in
different respects by the Committee.

‘{h) Each Award granted under the Plan shall be evidenced by a written Award
Agreement, in a form approved by the Committee. Such agreement shall be subject
to.and incorporate the express terms and conditions, if any, regquired under the
Plap or as reguired by the Committee for the form of Award granted and such
other terms and conditicons as the Committes may specify.
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f{cy The Committee may modify or amend any Awards by cancellation and
regrant or substitution of Awards or otherwise . and with terms and cenditions
more or less faverable to Eligible Emploveses! or walve any restrictions or’
conditions applicable to any Awards or the exsrcise -or realizaticn thereof
“{except that the Committee may not undertake any such modifications, amendments
or walvers if the.effsct  therecf, .taken as a whole, adversely and materially
-affects the rights of any réciplent of orevicusly granted Awards without his oz
‘her consent, unless such modification, amendment or walver is necessary or
desiraple for the continued wvalidity of the Plan or its compliance with Rule
16b-3 or any other applicable law, rule or regulation or pronouncement or to
avoid any adverse consequences under Section 162({m) of the Code or any
requirement = of a securities exchange or association or regulatory oOr
self-requlatory body). Notwithstanding the foregoing, no  such amendment,
modification or waiver may alter the terms of any Option to reduce the Option
price per share {or alter any SAR to reduce the exercise price of the SAR).
Further, the Committee may not, without the approval of sharencolders, cancel any
outstanding Option and replace it with a new Option with a lowar Option price
{or cancel any SAR and repléce it with a new SAR with a lowar ‘exerclse price)
whers the economic effect would be the same as reducing the Option price of the
cancelled Option (or reducing the exercise price of the cancelled SAR].

(d} The Committee may permit the veluntary surrender of all or a pertion of
any Award granted under the Plan to be conditioned upon the granting of a new
Award or may reguire such voluntary surrender as a condition to a grant of & new
Award. Any such new BAward shall be subject to such terms and ‘comnditions as are
specified by the Committee at the time the new Award is granted, determined in
accordance with the provisions of the Plan without regard to the terms of the
surrendered Award.

(e} In any calendar year, no Eligible Emplovee may receive Awards covaering,
more than 500,000 shares of the Company's Stock. Such number of shares shall be
adjusted in accordance with Section 14 hereof.

{f) Notwithstanding anything in this Section 4 to the centrary, Options or
SARs awarded after December 31, 2004 may only be granted only to individuals who
provide direct services on the date of grant of the Cption or SAR to the ‘Company
or anothar entity in a chain of entities in which the Company or another -such
entity has a.contrelling interest within the meaning of Treasury Regulation ss.
1:409A-1{b) {5} {ill) {E) in each entity in the chain.

SECTTION 5. STCCK OPTIONS AWD STOCK APERE&IATION éIGHTS

J{a} With respect to Options and 3ARs, the Committee shall (i1} authorize the
granting ‘of. incentive stock optiens, nonqualified stock options, SARs or a
combination. of incentive stock options, nonqualified stock options and SARs:
{1i) determine the number of shares of Stock. subject :to each Option or the
number of shares of Stock +that shall be used to determine the value of a SAR;
{iii} determine whether such Stock shall be Restricted Stock: {i1v) determine the
time or times when and the manner in which each Option shall be exercisable and
the duraticn of the exercise pariod; and {v} determine ~whether or not all or
part of sach Option mav be canceled by the exercise of a SAR; provided, however
that the aggregate Fair Market Value (determined as of the dats. of Option 1s
granted}) of the Steck (disregarding any restrictions. in the case of Restricted

_Stock) for which incentive stock options granted to any Eligible Employee under
this Plan may first become exercisable in any calendar vyear shall not exceesd
$100,000. ~Notwithstanding the foregoing, to the extent that Options intended te
be incentive stock optioms granted to an Eligible Employee under this Plan for
any reason -exceed-such limit on exercisability, such excess Qptions shall be
treated as nongualified stock options as provided under Section 422(d) of the
Code, but shall in all other respects remain outstanding and exercisable’ in
accordance with their terms.
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(b} The exercise period for a nonqualified stock cpticn or SAR shall be 10
years from ths date of grant or such shorter pericd as may be specified by the
Committes at the time of grant. The exercise period for an incéntive stock
option and any related SAR, including any extension which the Committes may Trom
time to time decide to grant, . shall not exceed 10 years from the date of grant;
crovided, “however, that, in the case of an incentive stock option-granted to an
Eligible Employee who, at the time of grant, owns stock possessing more than' 10%
of the. total combined woting power of zll classes of stock of the Ccmpany (a
"10% Stockholder™), such periocd, including extensions, shall nrot exceed five
vears from the date of grant, .

{c) The Option price per share or exercise price of a SAR shall be
‘determined by the Committee at the time any Option or $AR is granted and shall
be not less than the Fair Market Value, or, in the case of an incentive stock
option granted to a 10% Stockholder and any related tandem SARs, 110 percent of
the Fair Market Value, disregarding any restrictions in the case of Restricted
Stock, on the date the Option is granted, as determined by the Committiee;
provided, however, that such price shall be at least equal to the par value of
one, share of Stock:; provided further, however, that in the discretion of the
Committee and if it does not cause the Option to be subject to Section 4082, in
the case of a nonstatutory stock option or SRR, the Option price per share or
the exercise price of 3 SAR may be less than the fair Market Value in the case
of an Option or SAR granted in ozder to induce an individual to become an
employee cf a Participating Company oT in the case of an Option or SAR granted
t0 a new or prospective employse in order to replace stock options, SARs or’
other long-term incentives under a program maintained by a prior employer which
are forfeited or cease to be 4available to the new employee by reason of his
terminarion of employment with his prior employer. In the case of an Option or
SAR granted through the assumption of, or in - substitution for, outstanding
awards previously granted to individuals who became employees of the Company as
a resuit of merger, consolidation, acquisition or other corporate transaction
involving the Company,  provided it does not cause the Optien or SAR to be
subject to Section 4082, an Option price [or SAR exercise price} per share may
be used that reascnably preserves the value of the previously granted award

(d) No part of any Optien or SAR may be exercised ‘(i) until the Participant
wno ~ nas bsen granted the Award shall ~have remained in the employ of 2
participating Company for such period after the date on which the Opticn or SAR
is granted as the Committee may specify and (ii} until achievement . of such
performance or other criteria, 1f any, by the Participant, as the Committee may
specify. A SAR and a zelated Option shall commence to be exercisable no earlier
than six months fellowing the date the Cption and SAR are granted, The Committee
may further require that an Option or SAR become exercisable in installments.
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(e) Except as otherwise provided in the pian, the opurchase price of the
shires as to which an Dption shall be exercised shall be pald td the Company at
the time of exercise either in cash or in such other consideration as the
Committee desms appropriate, . including, Stock, or with respect to nengualified
options or Restricted Stock, already gwned by the optionee ({subject teo any
minimum holding period specified by the Committee), having a total Fair Market
Vvalue, as .determined by the ~Committee, egual to the purciiasa price, or a
combination of cash aad such other consideration haviag a total Fair Market
Value, as so determimed, egual to the purchase price; provided, however, that if
payment of the exercise price- is made in whole or in part .in the form of
Restricted Stock, the Stock received upon the exercise of the Option shall be
Restricted Stock, at least with respect to the same number of shares and subject
to the same restrictions or other limitations as the Restricted Stock paid on
the exercise of the Option. The Committes may provide that a Participant who
delivers shares of Stock to the Company, or .sells shares of Stock and applies
all of the proceeds, ({a) to pay, or reimburse the payment cof the. exercise price
of shares of Stock acquired under an employee stock option or SAR or to purchase
shares of Stock under an employese award or grant, an employee purchase plan or
program or any other stock-based employee benefit or incentive plan, (whether or
not such award or grant is under this FPlan} and/or (k) to pay federal or stats
income taxes resulting from the exercise of such Options or SARs or the purchase
of shares of Stock pursuant to any such grant, award, plan or program, shall
receive a replacement Option under this Flan to purchase a number of shares of
Stock equal to the number of shares of Stock delivered to the Company, or sold,
the procseds of the sale of which are applied as aforesaid in this sentence. The
replacement Option shall have an exercise price equal to Fair Market Value on
¥he date of such payment and shall include such other terms and conditions as
the Committee may specify.

(£) 4i} Upon the Termination Without Cause of a Participant holding Options
" or SARs, his or her Options and SARs may be exercised to the extent exercisable
on the date of Termination Without <Cause, at any time and from time to time
within 90 days of the date of such Termination. The Committes, however, in its
discretion, may provide that any Option or SAR of such a Participant which is
not exercisable by its terms on the date of Termination Without Cause -will
become exercisable in accordance with a schedule (which may extend the time
limit referred te above, but not later than the final expiration dats specified
in the Option or SAR Award Agreement) to be determined by the Committee at any.
time during the period that any other Opticns or SARs neld by the Participant
are exercisable. ’

[ii) Upon the death, retirement or Total Disability ({during a
Participant's employment or withinm three months after termination
of employment for any reason other than termination for cause} of
a Particigpant holding an Option or 3AR, his or her Options and
SARs may be exercised only to the extent exercisable at the Time
of death, retirement or Total Disability (or sguch earlier
termination of employment), at any time and from time to time 20
days after such death, retirsment . or Total Disability., The
Committee, however, in its- discretion, may provide that any
Options or SARs ocutstanding but not exercisable at the date of
the first to occur .of death, retiremeant or Total Disability will
become exercisabls in accordance with & schedule (which may
extend the limits raferred to.above, but not to a date later than
the final expiration date specified in such Option or SAR Award
‘2greement) to be determined by the Committee at any time during
the period while any other Upticn or SARs held by the Participant
are exerclsable.
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{1ii) Upon death, Total Disability, retirement or Termination Without
Cause of a Participant .holding afd Option{s) or SAR{s} who is
immediately eligible to receive benefits under the terms of the
Trontier Pension Plans, nis or her Options or 3ARs that were
awarded - pzior te Decempber 1, 2004 may be exercised in full as to
all shares or SAR  rights coverad by COptions and SAR  Award
Agresments {whether or not then exercisable) at any time, or from
time to time, but no later than the expiration date specified in
such Option or SAR Award Agreement as specified in Section LS{b)
above  or, in the case of incentive Options, within one year
following such death, Total Disability or, Termination Without
Czuse. This paragraph (iii) does not apply To any Option or SAR
that was awarded on or after December 1, 2004.

tiv) If the . employment of a Participant holding ‘an Option or SAR is
terminated for deliberate, willful ox gross misconduct, -as
determined by the Company, all rights of such Participant and any
Family Member or Family Trust or other transferes to which such
Parficipant has transferred his or her Opticn or SAR shall expire
upon receipt by the Participant of the notice of such
termination.

(vl In the event of the death of a Participant, his or her Options
and SARs may be exercised by the .person or perscns to whom the
Participant's - rights under the Option or SAR pass by will, or if
no such persen has such right, by his or her executors oOr
sdministrators or BSeneficiary. The death of a Participant after
Total Disability or Terminatich Without Cause will not adversely
effect the rights of a Participant or anyone . entitled <to the
benefits of such Option or SRR.

- (g} Except as otherwise determined by the Committes, no Opticn or SRR
granted under the Plan shall be transferable other than by will or by the laws
of descent and distribution, unless the Committee determines that an Opticn or
SAR may be transferred by a Participant to a family Member or Family Trust or
other transferee. Such transisr shall be evidenced by a writing from a grantee
to the Committee or Committee's designee on a form established by the Commitiee.
Absent an authorized tranafer during the lifetime of the participant, an Option
shall be exercisable  only by him or her by his or her guardian or legal
representative. :

{h} With respect to an incentive stock option, the Committes shall specify
such terms and provisions as the Committee may determine to be necessary or
desirable in order to qualify such Option as an  incentive stock option within
the meaning of Sectlon 422 of the Code.
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{i} Upon exercise of a SAR, the Participant shall be entitled, subject to
such terms and conditions as the Committee may specify.at any time, to receive
upon  exercise thereof the excess of (1) the Falr Market WValue of a specified
number . of shares of Stock at the iime of exercise, as determined by the
Committee, over [il) a specified amount which .shall not, subject to Section
5{j), be less than the Fair Market Value of such specified - number of shares of
Stock at the time the SAR. is granted. Upon exercise of a SAR, payment of such
sxcess shall be made as the Committee shall specify (&) in cash, (B) through the
issuance or transfer to the Participant of whole shares of Stock, including
Restricted Stock, with a Fair Market Value, disregarding any restrictions in the
case of - Restricted Stock, at such time equal to any such excess, or (C} a
combination of cash and shares of Stock with a combined Fair Markst Value at
such time equal to such excess, all as determined by -the Committee; provided,
however, &  fractional share of Stock shall be pald in cash equal to the Pair
Market Value of the fractional share of Stock, -disregarding any restrictiocns in
the case of Resiricted Stock, at such time.

(3} If the Award granted to a Participant allows the Participant to elect
to cancel all or any portion of an unexercised {ption by exercising a related
SAR, then the Option price per share of Stock shall be used as the specified
price in Section 5{i), to determine &the value of the SAR upon such exerciser

- and, in the event of the exercise of such 3AR, the Company's obligation in
respect of such Option or such portion- thereof will be discharged by payment of
the SAR so exercised.

tk) If authorized by the Committee in its sole discretion, - the Company may
accept the surrender of the right to exercise any Option granted under the Plan
(whether or not granted with a related SAR) as te all or any of the shares of
Stock as to which the Option is then exsrcisable, in exchange for pavment to ths
optionee {in cash or shares of Stock valued at the then Fair Market Value} of an
amount egual to the difference between the option price and the then Fair Market
Value of the shares as to which such right to exercise is surrendered.

SECTION. 6. PERFORMANCE - SHARES

(a) The Committee may award Performance Shares to Participant under the
Plan, ~ which may be denominated in Stock or in dellars. The Committes shall
determine the performance pariods (thas "Performance Periods") and the
performance objectives relating to each Performance Share Award. Performance
cbjectives . may vary from Participant te Participant and between groups of
participants. and shall only be based upon . aay one or more of the following
performance criteria, any combination and/oxr specifics of which shall be
determined by the Committee as it may deem appropriate: (i) stock price; (ii}
market share; [iii} sales; ({iv) earnings per share: (v) operating cash Clow;
{vi) free cash fLlow; (vii) net inceme or ioss; (viii) net income or loss
adjusted to exclude specified items such as gain or losses from extraordinary or
non-racurring items and non-cash expense and income, and before specified
expense items such as interest, depreclation, amortization  and income taxes;
{ix) EBITDA; (x) revenue; .{xi)} returm on equity or assets or (xii) cost control.
Performance objectives may be in respect to the performance of the Company and
its subsidiaries or a particular subsidiary or division and may be expressed in
absolute terms or in relation to ancther = company or companies or a division
thereof. Performance Pericds may  overlap and Participants may participate
simultaneously with respect 'to Performance Shares for which different
performance periods are prescribed. ’

{b) At the beginning of a Performance Period (but in no event prior to the
carlier of the elapsing of 90 days or 25% of such Performance Perioed) the
Committee shall determine and set forth in writing for each Participant or group
of Participants the number of Performance Shares or the dollar wvalue of the
Performance Share Awards made and the applicable performance objectives, each of
which may be fixed or may be expressad in terms of a progression within a
specified range. At the end of each Performance FPeriod, the Committes shall
certify in writing the extent to which the prescribed performance cbjectives
have been satisfied. .An Fligible Employee shall be eligible to be awarded, in
any calendar vear, Performance Share Awards up to the maximum number of shares
contemplated in Section 4(e) and shall also be eligible to be awarded
Performance Share Bwards denominated in dollars subject to a maximum limitation
of $500,000 for all such deollar-denominated Awards ranted to any Eligible
Employee in any calendar year.
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(¢} If during the course of & Performance Perlod thers shall occur
significant events as determined by the Committee, . including, but not limited
to, a- reorganization of the Company, which the Committes expects to have a
substantial  effect on a2 performance objective during such period, the Committes
may revise such objectivs.

{d) If a Participant terminates service with all Participating Companies
during a Performance Period tecause of death, Total Disabiliry, or a significant
event, as determiped by the Committee, that  Participant =shall be entitled o
payment in settlement of each Performance Shars foz which the Performancs Period
was prescribed (i) hased upon the performance objectives satisfied at the end of
such peried and (il) prorated for the portion of the FPerformance Period during
.which the Participant was employed by any Participating Company; provided,
however, the Committee may provide for an earlier payment in settlement of such
Performance Share in such -amount and under such. terms and conditions as the
Committee deems appropriate or desirable with the consent of the Participant. If
a Participant terminates service with all Partlcipating Companies during a
Performance Period for any other reason, then such Participant shall not be
entitisd to any payment with respect to that Performance Period unless the
Committee shall otherwise determine. .

(e) Each Performance Share may be paid in whole shares of Steck, including
Restricted Stock or Deferred Stock . (tegether with any cash representing
fractional shares of Stock), or cash, or a combination of Stock and cash either
as-a lump sum payment or in annual ~installments, all as the Committee shall
determine, at the time of grant of the Performance Share or otherwise,
commencing as.soan as practicable after the end of the relevant Performance
Period. Any dividends or distributions payable on Performance- Shares (or the
sguivalant as specified in the grant), other than cash dividends zrepresenting
the periodig distribution of profits which shall be ratained by the Company,
shall be pald over to the Participant when and if payment is made of the
underlying Performance Shares, unless the grant provides otherwise. Except as
otherwise provided in this Ssction ‘6, no Performance Shares awarded to
Participants shall be sold, exchanged, transferved, pledged, hypothecated or
otherwise dispesed of during the Performance Period unless the Committes
determines that an Award may be transferred to a Family Member or Family Trust
or other transiereg. ’ . ’

SECTICH 7. RESTRICTED STOCK

{a) Restricted Stock may be received by .a Participant either as an Award or
as the result of an exercise of an Option or SAR or as payment for a Performance
Share. Restricted Stock shall be subject to a restriction pericd {after which
restrictions shall lapse) which shall mean a peried commencing on the date the
Award 1s granted and ending- on such date or upon the achisvement of such
performance or other criteria as the Committee shall determine fthe "Restriction
Paeriod™). The Committee may provide Ffor the lapse of restrictions in
installments where deemed appropriate.
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(b} Except as otherwise provided in this Secticm 7, no shares of Restricted
Stock recéived by a Participant shall be sold, exchanged, transferred, pledged,
" hypoithecated or ctherwise dispoesed of during the Restriction’ Paricd unless the
Committee determines that an Award may be transferred by a Participant to a
Family Member or Family Trust.cr other transferes; provided, however, that for
awards of Restricted Shares that were made prior to December ‘1, 2004, -that
Restriction Period for any Participant shall expire and all rasstricticns on
shares of Restricted Stock sksll lamse upen the Participantts “{i) death, riiy
Total Disability or {iil) Terminaztion Without Cause where the Participant is
immediately -eligible to receive benefits under the terms of Frontier fension
rlans, or with the consent of the Company, oOr upén some significant event, as
determined by the Committee, including, but not limited to, a reorganization of
the Company.

(¢} Except for those circumstances speclfically identified in the preceding
subsaction (b} that apply to Awards of Restricted Shares that were made prisr to
December 1, 2004, 1f a Participant’'s employment with all Participating Companies
for any reason or in the event of the Participant’s death, iIn each case before
the expiration of the Restriction Periced, all shares of Restricted Stock still
subject to restriction shall, unless the Committee otherwise determines within
90 davs after such termination, be forfeited by the Participant and shall be
reacquired by the Company,. and, in the case of Restricted Stock purchased
through the exercise of an Option, the Company shall refund the purchase price
paid on the exercise of the Option,

(d} The Committee mav require under such terms and conditions as it deems
appropriate or desirable that the certificates for Rastricted  Stock delivered
under the Plan may be held in custody until the Restriction "Period expires or
until restrictions therson otherwise lapse, and may require as a condition of
any receipt of Restricted Stock that the Participant shall have dellvered a
stock power endersed in blank relating te the Restricted Stock.

(2] Nothing in this Section 7 shall preclude a Participant <from exchanging
any shares of Restricted Stock subject to the restrictions contained herein for
any other shares of Stock that are similarly restricted.

(f} Unless the Award Agreement provides = otherwise; amounts aqual to zny
cash dividends representing the periodic distributicns of profits declared and
payable during the Restriction Peried with respect to the number of shares of
Restricted Stock credited to a2 Participant shall be paid to the Participant’
within 30 days after each dividend becomes payable, unless, at the time of the
Award, the Committes determines that the dividends should be reinvested in
additional shares of Restricted Stock, in which case additional shares of
restricted Stock shall be credited to the Participant based on the Stock's Falr
Market Value at the: time of each such dividend, or unless the <Committee
specifies otherwise. All dividends or distributions payable on shares {cther
than cash dividends raprasenting periodic distributions of profits}) of
Restricted Stock {or the equivalént as specified in the grant} shall be paid
over to the Participant ~when and if as restrictions lapse on the underlving
shares of Restricted Stock, unless the grant provides otherwise.
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SECTION 8. DEFPERRED STOCK

[RESERVED]

SECTIbN 9. QTHER STOCK~BASED AWARDE

The Committee. may grant other Awards undex the Plan which are denominated
in stock units or pursuant to which shares of 3tock may be acguired, including
Awards valued using measures other than market value or Falr Market Value, if
deemed by the Committee in its discretion to be consistent with the purposes of
the Plan. Subject to the terms of the Plan, the Committee shall determine the
form of such- Awards, the number of shares of Stock to be granted or covered
pursuant -te such Awards and all other terms and conditions of such Awards. To
the extent an Award described in this section is a 40%A Rward (as defined in
section 17) and is subject to 2 substantial risk of ~forfeiturs within the
meaning of Section 40%9A (or will be granted upon the satisfaction eof a condition
that constitutes such a substantial risk of forfeiture), any compensation due
under the Award (or pursuant to a commitment to grant an Award) shall be
provided in full not later  than the 60th day following :the date there is no
longer such a substantial risk of forfeiture with respect to the Award, unless
the Committee shall clearly and expressly provide otherwise with respect to the
Award. :

SECTION 10. CERTIFICATES FOR AWARDS OF STOCK

. {a} Subject to Secticn 7{d), each Participant-entitled to receive shares of
Stock under the Plan shall be issued a certificate for such shares or have. their
shares registersd for their account in book entry form by the Company’s transiar
agent. In the iastance of a certificate, such certificate shall be registered in
the name of the Participant, and shall bear an appropriate legend reciting the
terms, conditions and restrictions, if any, applicable to such shares and shall
be subisct to appropriate stop-transfer crders. ’

(b} The Company shall not be required to issue or deliver any shares ox
certificates for shares of Stock prior to {i} the listing of such shares on any
stock exchange or guotation system: on which the Stock mey then be listed or
quoted, and (ii) the completion of any registration, quallification, approval or
authorization of such shares under any federal or state law, or amy ruling or
regulatien or approval or anthorization of such shares under any governmental
body which the Company shall, in its sole discretion, determine to be necessary
or advisable.

fe) ALl shares and certificates for shares. of Stock - delivered under the
Plan shall alsc be subject to such stop-transfer orders and other restrictions
as the Committee may deem advisable under the rules, regulatlions, - and cther
requirements of the 38C, any stock exchange upon which the Stock is then listed
and any applicable federal or state securities or regulatory’ laws, and the
Committee may c¢ause a legend or legends to be placed on any such certificates fto
make appropriate reference to such restrictions. The foregoing provisions of
this Section 10{c) shall not be effective if and to the exteni that the shares
of Stock delivered under the Plan are coverad by an ‘effective and current
registration statement under the Securities Act, or if the Committes determines
that application of such. provisions is no longer required or desirable. In
making such determination, the Committee may raly upon an opinion of counsel for
the Company.
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{d} Except for the restrictions on Restricted Stock under Section 7, each
Participant who receives. an award of Stock shall have all of the rights of a
stockholder with respect to such &hares,  including the right to vote the shares
and receive dividends and other distributions. Mo Participant awarded-an Qption,
3 5AR, or Performance. Share or DPeferred Stock shall 'have any right as.a
stockholder with respect to any- sharas’ ‘subject to such Award prior to the date

. of issuance to him or her of certificate ot certificates for such shares.

SECTION 11. BENEFICIARY

ta} Each Eligible E=mployes shall file with -the Committss & written
designaticn of one or more persons as tha "Beneficiary who shall be entitled to
receilve the Award, .if any, payable uader the Plan upon his or her death. An
Eligible Employse may from time to time revoke or change his or her Beneficlary
designation without the . gonsent of any prior Beneficlary by filiag 2 new
designation with the Committee. The last such designation resceived by the
Committee shall be controlling;  provided, ‘however, that ac designation, . or
change or revocation therecf, shall be effective unless received by the
Committee prior to the Eligible Employee's death, and in no event shall it be
effective as of a.date prior to such receipt.

(b} If no such Beneficiary designation 1is in effect at the time of an
Employes's death, or if no designated Beneficiary survives the Eligible Employee
or if such designation conflicts with law, the Eligible Employee’s éstate shall
be entitled to receive the Award, if-any, payable uncder the Plan upon his or hex
death. .If the Committee is in doubt as to the right of any perscn to receive
such Award, the Company may retain such Award, without liability for any
interest thereon, until the Committee determines the right thereto, or the
Company may pay such Award intc any ceourt of appropriate Jjurlsdiction and such
payment shall be a complete discharge of the liability of the Company therefor.

SECTICN 12. ADMINISTRATION OF THE PLAN

{a) The Plan shall be administered by the Committee, as appeinted by the
Board and serving at the Board'z pleasure. Each member of tha Committee shall be
both a member of the Board and shall satisfy the "disinterested administration”
or similar reguirements, if any, of Rule 16b-3 under the E£xchange Act and the
"outside director™ or similar successor requirements, if any, of Section 162{m)
of ‘the Code and the regulations promulgated thereunder.

{b} 211 decisions, determinations or acticns of the Committee made or taken
pursuant to grants of authority under the Plan shall be made or taken in the
s0le and absolute discretion of the Committee and shall be final, conclusive and
binding on all persons for all purposes.

{¢) The Committee shall have full power, discretion and authority to
interpret, construe and administer the-Flan and any part therecf and any related
Award Agreement and defise the terms employed in the Plan or aay agreement, and
its interpretations and constructions thersof and actions taken thereunder shall
be -final, conclusive and binding on all parsons for all purposes.
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td) The Committee 'shall have full power, discretica and authority to
prescribe and rescind rules, Tegulations and policies for the administration of
the Plan. ’

(e} The Commitfee's decisions and determinations ™ under the Plan and with
respect to any Award granted thersunder . need not be uniform and may be made-
selectively among Awards, Participants or Eligible Employees, whether or not
such Awards are similar or such Participants or Fligible Employees are similariy
situated. .

{f] The Committee shall keep minutes of its actions under the Plan. The act
of a majority of the members present at a meeting duly called and held shall be
the act of the Committee. Any decision or determinaticon reduced to.writing and
signed by all members of the Committee shall be fully as aeffective as if made by
unanimous vote at a meebting duly called and held. .

tg} The Committee may employ such legal counsal, inecluding without
limitation independent legal counsel and counsel regularly employed by the
Company, consuliants and agents as the Committee may deem appropriate for the
acministration of the Plan aand may rzely upon any opinion received from any such
counsal or consultant and any computations received from -any such consultant or
agent. All expenses incurred by the Committee in interpreting ang administering
the Plan, including without limitation, meeting fees and expenses and
professional fees, shall be paid by the Company.

{h) Mo member. or former member of the Committee or the Board ' shall be
liable for any action or determination made in good faith with respect to the
Plan or any Award granted under . it. Each member or former member of the
Committee or the Board shall be indemnified and held harmless by the Company
against .all cost or, expense {including counsel fees and expenses) or liability
{including any sum paid in settlement of a claim with the approval of the Board)
arising out of any act or omission to act in connection with the Plan unless
arising out of such member's or former member’s own fraud er bad faith. Such
indamnificaticon shall  be in additicn _td any rights to indemnification or
insurance the members or former member may have as directors or under the
by-laws of the Company or otherwise.

{i) The Committee's determination that an Option, SAR, Performance Share,
.Restricted Stock, Deferred Stock or other Stock-based Awards may be transferred
by a Participant to a Family Member or Family Trust or other ‘transferee may be
set forth in:. determinations pursuant to Section 12({c}, rules and regulations of
general applicaticn adopted pursuvant te Section 12{d}, in the written Award
Agreement, or by a writing delivered to the Participant made any time after the
relevant Award or Awards have been granted, on a case-by-case Dbasis, or
otherwise. In any event, the transferes or Family Member ¢r Family Trust shall
- agree in writing to be bound by all the provisiens of the Plan and the Bward
Agreement, and in no event shall any such transferee have greater rights under
such Award than the Participant effecting such transfer.

11 With respect te credits, shares, cash or other property credited to 2
Participant by reason of dividends or distributions, if the Committes shall so
determine, all such credits, shares, - cash or other property to'a Participant
shall be paid to the Participant periodically at the end of the - applicable
period, whether or not the performancs, employment or other standards (or lapse
of time) .upon which such Award is conditioned have been satisfied.
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SECTION 13. AMENDMENT OR DISCONTINUANCE

The Board may, at any time, amend or terminate the Plan. The Plan may also
be amendsd by the Committee, provided that.all such amendments shall be reported
t& the Board. No amendments shall become effective unless zapproved by
affirmative vote of the Company's stockholders if such approval is necessary or
desirable for'the continued validity of the Plan or if the failure te obtain
such approval would adversely aiffect the compliance of the Plan with Rule 16b-3
or any, successor rule under the Exchange Act or Section 162(m) of the Code ox
any other rule or regulation. No amendment or termination shall, when taken as a
whole, adversely and materially affect the rights of any Participant who has
recelved a previcusly granted Award without "his or her consent .unless the
amendment or termination . is necessary -or desirable (i) for the continued
validity of the Plan or its compliance with Rule 16b-3 or any other applicable”
law, rule or requlation or pronouncement or {1i} to aveid anvy adverse
conssquences under Section 162 (m} of the Code, Section 409& or any requirement
of a securities exchange or asscciaticn or regulatory or self-regulatory body.

SECTION 14. ADJUSTIMENTS I EVEMT OF CHANGE IN COMMOW STCCK

In the event of a change in corporate capitalization, stock split or stock
dividend, the number of shares purchasable upon exercise of an Option or 3AR
shall be increased to the new aumber of shares which result from the shares
covered by the Option or SAR immediately before the change, - split or dividend.
The purchase price per share shall be reduced proportionately and the total
purchase price will remain the same. -

in the event of any other change in corporate capitalization,” or a
corporate ransaction, such as any merger of a corporation into another
corporation, any congolidation of two or. more corporations into ancther
corporation, any separaticn of a  corporation {including a spinoif or other
distribution of stock or property by a corporation), any recrganization of a
corporation [whether or nmot such reorganization comes within the dafinition of
such term in Section 368 of the Code), or any partial or.complete liguidaticn by
a corporatlon or other similar avent which could distoert the implementation of
the Plan or the realization of its - objectives, the Committee ~ shall make an
appropriate adjustment in the number of shares of Stock {i] which are covered by
the Plan, (ii) which may be granted to any ome Ellgible Emplovee and which are
subject tc any Award, and the purchase price therefor, and in terms, conditions
or restrictions on securities as the Committee deems eguitable, with the
objective that the securities covered unde? the Plan or an Award shall be those
securities which a Participant would have received if he or she had exercised
his or her Option or 3AR prior to 'the event or been entitled to his or her
Restricted or Deferred Stock or Performance Shares. -

A1l such events occurring between the effective date of the Option and its

exercise shall result in an adjustment to the Option terms.
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SECTION 15. CHANGE IN CONTROL

Awards may include, or may incorporate from any relevant guldelines adoptaed
by the Committee, terms whish provide that any or all of the following actions
or consequences, with any modifications adopted by the Committee, way occur a3 a
result of, or in anticipation of, any Change in - Contzol to assure fair and
zquitable trzatment of Participants: . :

{a) Any Options outstanding at least six months as of the date of Change in
Control shall, if held by a current emplovee of the Company, become immediately
exarcisable in full. In additicn, all Participants may, regardless of whether
still an  emploves of the Company, elect to cancel all or any porticon of any
Cpticn or Award no later than 90 days after the Change in Contrel, ia which
evant the Company shall pay to such electing’  Participant, an amount in cash
equal to the excess, 1f any, of the Current Market Value (as defined below] of
the shares of Stock,  including Performance Shares or Restricted Stock, subject
to the Option or of the portion therecof so canceled over the option price for
such shares; provided, however, £that no Participant -shall have the right to
elact ‘cancellation - unless and until at least 6 months have elapsed after the
date of grant of the Option. i

(L) Any Performance Perlods shall end and the Company shall pay each
Participant an amount in cash equal to the wvalue of -such Participant's
parformance shares, Lf any, based upon the Stock's Current Market Value in full
settlement of such performance shares.

tc) Any Restriction Perieds shall end and the Company shall pay each
Participant - an amount in cash egqual fto the Current Market Value of the
Restricted Stock held by, or on behalf of, each Participant in exchange for such
Restricted Stock.

(d) The Company shall pay to each Participant all amounts . due, 1f any,
deferred by or pavable under Awards granted fo such Participant under the Plan
which are not Performance Shares or Restrictéd Stock, in accordance with the
tearms provided by the Committee at the time of deferral or grant.

{e) For purpose of this Section 15, ™Current Market Value" means the
highest Fair Market Value during the period commencing 30 days prior to the -
Change in Control and ending 30 days after the Change in Control (the "reference
period"); provided that, if the Chahge in Control occurs as a result of a tender
offer or exchange offer, or"a merger, purchase of assets or stock, or ancther
transaction approved by shareholders of the Company, Current Market Value means
the higher of {i) the highest Fair Market Value during the reference pericd, or
fii) the highest price paid per share of Stock pursuant te such tender offer,
exchange offér or transaction. Noiwithstanding the preceding provisions of this
subsection, in the case of any Option that is granted or becomes exercisable
after December 31, 2004 (or that is "materially modified”™ within the meaning of-
Section 403A after COctober 3, 2004) Current Market Value shall not be greater
than the largest amount that will not cause the Option te become subject to
Saection 409A.
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SECTION 16. MISCELLANEOUS

[a) Nothing in this Plan or any Awidrd ﬂranted herﬂundﬂr shall confer upon
‘any employee ary right to continue in the employ of any Farticipating Company or
interfere in any way with the right of any Participating Company to terminate
nis or her employment at any time. ’ :

(b} No Award payable under the Plan shall be deemed salary or compensation
for the purpose of computing benefits under any employee benefit plan or other
arrangement of any Participating Company for the benefit of its employees unless
the Company shall determine otherwise.

{c] No Eligible Empleyee or Participant shall have any clalm £o an Award
until it 'is actually granted under the Plan. To the extent that any person
acquires a.right to réceive payments from the Company under this Plan, such
right shall be no greater than the right of an unsecured general creditor of the
Company. All payments of Awards provided for under the Plan shall be pald by the
Company either-by issuing shares of Stock or by delivering cash from the general
funds of the Company or other property of the Company;  provided, however, that
such - payments shall be reduced by the amcunt of any payments made To the
Participant or his or her dependents, beneficiaries or estate from aay trust or
special or separate fund established in connediion “with this Plan. The Company
shall not be required to establish a special -or separate fund or other
segregation of assets to assure such . payments, and, i1f the Company shall make
any investments to did it in meeting fts obligaticns hersunder, °the Participant
shall have no right, <title, or interest whatever in or to any such investments
except as may otherwise be expressly provided in a separate written  instrument
relating toe such investments.

() Absence on leave approved bv a duly constituted  officer of the Company
ta "Company approved leave"} shall not be considered interruption or termination
of employment for any plurposes of the Plan; provided, however, that no Award may
be granted to an employee while he ox she is absent on leave. Notwithstanding
the .precading sentence, if an Award that is covered by Section 4054 is fo be

‘distributed upon “separation from service" within the meaning of Saection 4094, a
Company . approved. leave shall be considerad to result in @ separation - from
sarvice to the extent necessary Tor compliance with Section 403A. -

(&) If the. Committee shall find that any person to whom any Award, or
portion thereof, is payablée under the Plan is unable to care for his or ner
affairs because of illness or accident, or is a minor, then any payment due him
or her (unless a prior claim therefor has been made by a duly appointed legal
representative) may, Lf the Committee so directs the Company, be paid to his or
her spouse, a child, a relative, an institution maintaining or having custedy of
such person, or any other person deemed by the Committee to be a proper
recipient ~on behalf of such person otherwise entitled to payment. Any such
payment shall be a complete discharge of the liability of the Company therefor.

(f) The right of any Participant or other person to any Award payable under
the Plan may not be assigned, transferred, pledged .or encumbered, either
voluntarily or by operation of law, except as provided in 8ection 11 with
respact to the designation of a Beneficiary or as may otherwise be required by
law or pursuant to a qualified domestic  relations order as defined by the Code
or. Title I of the Employee Retirement Income Security Act, or the vrules
thersunder or unless the Committee ‘determines that an Award may be transferred
to a Family Member or Family Trust or other transferee. If, by reason of any
attempted assignment, transfer, pledge, or encumbrance or any bankruptcy or
other event. happening at any time, any amount payable under the Plan would be
made subject . to the debts or liabilities of the Participant or his cr her
Beneficiary or would otherwise devalvesupon anyone else and not be enjoyad by
the Participant or his or her Beneficiary or transferee, Family Trust or Family
Member, then the Committee may tsrminate such person's interest in any such
payment and direct that the same be held and applied to or for the benefit of
the  Participant, his or her Beneficiary, taking into account the expressed
wishes of the Participant {or, in the ewvent of his or her death, those of his or
her Beneficiary}) in such manner as the Committee may deem proper.
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.
) (g] Copies of the Plan and all amendments, ' administrative rules and
procedures and interpretations shall be made available for review 'to all
Eligibie Employees at all reasonable times at the Company's administrative
effices. .

.{h) The Committee -may cause ¢ be made, as a conditien precsdent to the
payment of any ZAward, . or otherwise, appropriate arrangements with the
Participant or his or her Beneficiary, for the withholding of any federal,
state, local or foreign taxes. The Committee may in its discretion permit the
payment of such withholding taxes by authorizing the Company to withhold shares
of Stock te be issued, or the Participant to deliver to the Company shares of
Stock owned by the Participant or Beneficiary, 1in either case having a Fair
Market Valug.egual to the amount of such taxes, or otherwise permit a cashless
exercise. : o

{i} All elections, designations, requests, notices, instructions and other
communications from an Eligible Employee, Participant, Beneficiary or other
person to the Committee, required or permitted under the Plan, shall be in such
form as is prescribed from time to.time by the Committee and shzll be mailad by~
first class mail or transmitted by facsimile copy or delivered to such location
as shall be specified by the Committee.

(3} The terms. of the Plan shall be b»inding upon the Company and its
successers and assigns. ’ -

{k) Capiions preceding the sactions hereof are inserted solely as a matter
of convenience and in no way define or limit the scope or intent of any
provision hereof.

{1} The Plan and the grant, exercise and carrying out of Awards shall be
‘subject to all applicable federal and state laws, rules, and regulations and to
all required or c¢therwise appropriate approvals and autheorizations by any
governmental or regulatory agency or commission, The Company shall have no
obligation of any nature hereunder to any Eligible Employee, Participant or any
other - person 1in the absence of all necessary or desirable  approvals or
authorizations and shall have no obligation to seek or obtaln the same.

(m} Whenever possible, each provisicn of this Plan and any Award Agreement
will be interpreted in such manner as to be effective and valid under applicable
law, but if anv such provision is held to be ineffective, invalid, dillegal or
unenforceable in ‘anvy respect under the applicable laws or reégulations of the
United States or any state, such ineffectivensss, Iinvalidity, illegality or
unenforceability will not affect any cther provision but this Plan and any such
agreement will be reformed, construed and enforced so as to carry out the intent
hereof or thereof and as if any invalid or 1illegal provision had never been
contained herein. ’
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, . . .

(n) At .all times, 'this Plan shall be interpreted and operated (i) with
respect to 409 Awards (as defined in Section 17 below), in accordance with the
requirements of Section 4092, unless an exemption from Section 40%A is available
and applicable, ({ii} to maintaln the exemptlons from Section 4{}%A of Opticas,
SARs and Restricted Stock and any Awards designed to meet the short-deferral
axceptlon under Section 409A, and (iii) to preserve the status of deferrals of
compensation that were earned-and vested prier to January 1, 2005 as exempt from
Secticn 400A&, i.e., to preserve the grandfatherad status of such deferrals. To
the extent there is 2 conflict betwsen the provisions. of the Flan relating to
compliance with Section 409A and the provisions of any award agreement issued
under the Plan, the provisions of the Plan control. Moreover, any diseretionary
authority that the Committee may. have pursuant to the FPlan shall net be
.- applicable to an Award that is subject to Section 4098 to the extent such
discretionary authority would conflict with Section 40%A, In addition, "to the
extent required to avoid a viglation of the applicable. rules under Section 409A
by reason of Section 40%A{a)(2){B} (i}, any payment under an Award shall be
delayed until the earliest. dat= ‘of pavment- that will result in compliance with

the rules of Section 409A( y(B) (1) (regarding the required six-month delay
for distributicns to spec1gled employees that are related to a separation from
service).. in the event that any Award shall be deemed not to comply with Sectien

409A, then neither the Company, the Board of Directors, the Committee nor its or
their designees or agents, nor any of Lhelr affiliates, 2551gns Or SUCCessors
feach a ™"protected party") shall be liable to any Award recipient or other
person for actions, dinacticrs, decisions, indecisions or any other reole in
relation to the Plan by a protected party if made or undertaken in good faith or
in reliance on the advice of counsel- (whe may be couansel for the Companyl, or
made or undertaken by someone other than a protected party.

{o) The Committee, in its discretion, may defer the payment of an Award, 1f
such paymént would cause the annual remuneration of a Participant, who is a
covered employee under Section 162(m) of the Code, to be nondeductible because
it exceads $1,000,000. Any such deferral shall be clearly and expressly provided
for by the Committee and, in the case of 40%A Awards (as defined in Section 17
balow) shall be subject: te the limitations set forth in the next sentence. Any
such deferral (i) shall be until the earlier of (A} the Participantfs separation
from service {within the meaning of Section 40%A and subject to the last
sentence of subsection (o) above in the case of a specified employee), or (B}
the next succeeding vyear (or years) in which the deduction of the payment will
not be barred by application of Section 162(m} of the Code, [{ii} 1is conditioned
on &ll payments to similarly situated Award .reclpients being treated in a
reasonably consistent manner, (iii) is conditioned on all payments to the Award
reciplent that could alsc be deferred on the basis of nondeductibility under
Section 162(m) of the Code being simiiarly delayed, and (iv} shall not be
Zpplied to payments under Options or SARs. :

{p} The Plan shall be construed and governed under the laws of the State of

Delaware.
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SECTION 17. EFFECTIVE DATE AND STOCKHOLDER APPROVAL

The Plan was originally adopted effective May 23, 1996, subject to approval
by the holders of a majority of the Company's common stock at the 1996 Annual
Meeting. Any Awards granted prieor to May Z3, 1996 will be subject to the receipt
of ‘Such approval. . No Awards will be granted under the Plan after the expiration
of ten'years from the original effesctive date. Sections S(iy-{iii).and 7{b} and
{2} were amended in 2005 to add certain provisions related to exercise and
disposition of awards. Section . 6{a} and (b} were amended in 1997 to clarify
certain provisions related to Performance Shares. This amendment and restatement
of the ?lan was adopted in December 2008 to be generally effective as of January
1, 2005, in ozder to ensure compliance with Section 4094 in the case of "400A
Bwards," i.e., all Plan Awards that were not both earned and wvested as of
December 31, 2004, and all other Plan Awards that were materially modified after
October 3, 2004, determined in each case within the meaning of Section 409A.
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. . ' BExhibit 10.13

FRONTIER- COMMUNTCATIONS CORPORATION . -
AMENDED AND RESTATED 2000 EQUITY INCENTIVE PLAN

(As Amended and Restated December 29, 2008)

SECTION 1

PURPQSE

The purpose of the Frontier Communications Corporation Amended and Restated
2000 Equity Incentive Plan {the "Plan") is to provide compensation incentives.
for high levels of performance and preductivity by individuals who provide
services to the Company. The Plan is intended to strengthen the Company's
existing operations and  its ability teo attract and retain cutstanding
individuals upon whose judgment, . initiative and efforts the continued success,
‘growth and development of the Company is dependent, as well as encourage such
individuals to have a greater persecral financial investment in the Company
through ownership of its commea stock.

_SECTION 2

DEFINITIONS

When used herein, -the following terms have the followlng meanings:

ta) "AFFILIATE" means any company controlled by the Company,' controlling
the Company or under commén coatrel with the Company.

) tb}] “AWARD" means an award granted to any &ligible Individual in accordance
with the provisiens of the Flan.

{e} "AWARD AGREEMENT™ means the written agreement or certificate evidencing
the terms of the Award granted te an Eligible Individual under the Plan.

(d} "BENEFICIARY" means the bensficiary or beneficiaries designéted
pursuant to Section 11 to receive the ameount, if any, pavable under the Plan
upon the death of an Eligible Individual.

(e} "BCARD" means the Board of Directors of the Company.

(£) A “CHANGE IN CONTROL™ shall mean the occurrence of any of the following
events with respect Lo the Company: .

(i) (B) a third "person" (other than an emplovee benefit plan of the
Company), including a "group”, as those terms are used in Section 13(d) of
the Exchange Act, is or becomes the bemeficial owner (as that term is used
in said Secticon 13(d)) of steck having twenty percent (20%) or more of the
total number of votes that may be cast for the election of members of the
Board or twenty percent {(20%) or more of the <fair market wvalue of the
Company's 1issued and outstanding stock, or (B) the receipt by the Company
of any report, schedule, application or other document filed with & state
or federzl governmental agency or commission disclosing such ownersnip or
proposed ownership.
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'
“{ii) approval by the stockholders of the Company of any (1)

consolidation -or merger or.sale of assets of the Company in which the
Company is not the continding or surviving corporation or pursuant o which
shares of stock the Company would be converted into cash, securities or
other property, other than a consolidation or mezger of the Company in
which holders of its common stock immediately pricr to the censolidation or
merger have substantially the same ‘proportionate ownership cf common stock
of the surviving corporation immediately after the conseolidation or merger
as they held immediately before, or (2) sale, lease, exchange or other
transfer {in one transaction or a series of related transactions) of all or

- substantially all the assets or businesses of the Company;

(iii} as a result of, or in connection with, any cash tender offer,
exchange offer, merger or other business combination, sale of assets or
contested election, or any combination of the foregoing transactions {a
"Transaction™), the persons who are members of the Board before the
Transaction shall cease to constitute a majority of the Board or any
successor to the Company.

Notwithstanding anything 4in this Plan or aany Award Agreement o the
contrary, to the extent any provision of this Plan or an Award Agreement
would cause a payment of deferred compensation that is subject to Section
4093 to be made upon the occurreace of a Change im Control, then such,
payment shall not be made unless such Change in Contrel alse constitutes a
"change : in  ownership", “change in effective contrel™ or "change in
ownership of a substantial portion of the Company's assets" within the
meaning of Section 409A. Any payment that would have been made except for
the application of the preceding seatence shall be made in accordance with
the payment - schedule that would have applied in the absence of a Change in
Control.

_ (g) "CODE™ means the Internal Revenue Code of 1986, as now in effect or as
nereafter amended. (A1l citations te Sections of the Code are to such Sectlions
as they are currently designated and reference to such Sections shall include
the provisions thereof as they may from time to time be amended or renumbered as
wall-as any successor provisions and any applicable regulations.)

{h} "COMPANY" means Frontier Communications - Corporation and 1ts successors
and assigns.

{1 "COMMfTTEE" means the Compensation Committee of the Beard of Directors
of the Company. :

1§), "COVERED EMPLOYEE" —means any Participating Company employée with
respect to whom the Company could be subject to the deductibility limitation
imposed by Section 162({m) of ths Code. .

{k} "EFFECTIVE DATE" means, with respect to this szecond amendment and
restatement of the Plan, January 1, 2005, which is the Section 403A compliance
date, and as set forth in Section 17 with respect o each prior wversion of the
Plan.

"1} "ELIGIBLE INDIVIDUAL" means a director, officer, or employee of any
Participating Company or an individual who performs services for the Company
‘directly or indirectly as a director, consultant or otherwise whose .-judgment,
initiative and efforts, in the judgment of the Committes, foster the continued
afficiency, productivity, growth and development of any participating Company.
Where required by the context, "Eligible Individual” includes an individual who
has been granted an Award but is nc longer performing services for any
Participating.Company. ’ .

(m) "FAIR MARKET VALUE" means, unless  another " reasonable methed for
determining fair market value is specifled by the Committese, which method shall
be one thak is deemed to constitute fair market value for purposes of Sechion
409% to the extent it is used with respect to an Option or $AR, the average of
the high and low sales prices of a share of the appropriate Series of Stock as
repcorted by the New York Stock Exchange (or if such shares are listed on ancther
national stock exchange or national quotation System, as reported or guoted by
such eéxchange or system) on the date in question or, if no such sales were
reported . for such date, for the most recent date on which sales prices were
quoted.

{n) "FAMILY MEMBER" AMND "FAMILY TRUST" shall have the same meanings .as are
employed. from time to time by the SEC for the purpese of the excepticn to the
rules - premulgated by the SEC which limit transferability of stock opticns and
stock awards for purposes of Section 16 of the Exchange Act and/or the use of
rorm S-8 under the Securities ~Act. For the purposes of the Flan, the phrases
"Family Memper" and "Family Trust” shall be further limited, if necessary, SO
that neither the transfer to a Family Member or Family Trust nor the ability of
a participant - to make such a transfer shall have adverse consequences to the
Cempany or a Participant by reason of Section 16Z(m) of the Code.
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+ : : 4
{o] "FRONTIER PENSION PLANS" means any of the Company's nen-contributory
defined-benefit gualified retirement plans in.effect and applicable on the date
in question, ’ T

{p) "OPTION" means an opticn to purchase Stock, including Restricted Stock,
"if the Committee so getermines, subject.to the applicable provisions of Section
5 and awarded .in accordance with the terms of the Plan- and which may be an
incentive stock option qualified under Section 422 of the Code .or a nongualified
stock option. : .

(g}, "PARTICIPATING COMPANY" means the Company or any subsidiary or other
affiliate of the Company; provided, however, for incentive stock options only,
"participating Company"” means the Company, any corporation. or other entity which
at the time such option is granted under the Plan qualifies as a subsidiazy of
the Company - under the definition of "subgsidlary corporation™  contained in
Section . 425(f} of the Code; and further provided that, for Awards covered by
Section 4094 only, "Participating Company" means the Company and any corperation
or other entity which at the time such option is granted under the Plan would,
together with the Company, be considered a single person under Section 414({b} or
te) of the Code. .

{rj “PARTICIPENT" means an Eligible Individual who has been or is being
granted an Award. When required by the conteixt, the definition of Participant
shall 4include an individual who has been granted an Award but is ao longer an
employee of any Participating Company.

(s} "PERFORMANCE-BASED EXCEPTION” mears the performance-based exceptlon to
the deductibility limitation of Section 162(m} of the Caode.

(t)  "PERFORMANCE PERIOD" means & period of one or more years over which
performance 1ls measursd in connection with an Award that is intended to meet the
requirements of the Performance-Based Exception.

{u} - "PERFORMANCE SHARE" means & performance share subject to the
requirements of Section € and awarded in acecordance with the terms of the Plan.

(v)- “PHANTOM STOCK" = means a unit whose value is determined solely by
reference to the value of one or more shares of Stock. Awards of Phantom -Stock
may be made pursuant to Section 9.

C{w), "PLAN" means the Frontier Communications ‘Corporaticn Amended and
Restated 2000 Equity Incentive Plan, as the same may he amended, administered or
interpreted from time to time.

(%) "RESTRICTED STOCK™ means Stock delivered under the Plan subject to the
requirements of Section 7 and such other terms and restrictions as the Committes
deems appropriate or desirable. ' .

{y) "SEC" means the Securities and Exchange Commission. "Exchange BAct™
means the - Securities  Exchange Act of 1934. "Rule 16b-3" shall mean such rule
promulgated by the SEC under the Exchange Act ‘and, unless the circumstances
require otherwise, shall include any other rule or regulation adopted under
Sections 16(a) or 16{b) of the Exchange Act relating to compliance -with, or an
exemption from, Section L16(b}. "Sacurities Act™ means the Securities Act of
1933. - Reference to any section of the Securities Act, Exchangs Act or any rule
promulgated thereunder shall include any successor section or rule.

{zy “SECTION 409A™ means Secticn 4034 of the Code and the regulations and
any other guidance promulgated thereunder.

{aa) "STCCK" means the Commen Stock of the Company and any successor Common
Stock. :
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(bb) “TERMINATION. WITHOUT CAUSE" means termination of employment -with a
Participating’ Company by the employer rfor any reason other than death, Total
Disability or termination.for deliberate, willful or gross misconduct, and also
means vwoluntary termination of employment by smploves.

{cc) “TOTAL DISABILITY™ means the complete and permanent - inability of an
Eligible Imdividual teo perform all of his or her duties under the terms "of his
or her employment with any Particlpating Company, as determined by the Committee
ugon the basis of such evidence, inclading independent medical reports and data,
as the Company deems appropriate or necessary; -provided, however, that to the
extent any provision of this Plan or any Award Agreement under this Flan would
cause a pavment of deferred. compensation to be made apon the occurrence of a
Participant's Total Disability, then such payment shall not be made unless such
Total Disability alsc constitutes a "disability™ withia the meaning of Section
4094, BAny payment that would have been made except for the application of the
preceding sentence shall be made in accordance with the time of payment schedule
that would have applied in the absence of a Total Disability.

SECTION 3

SHARES SUBJECT TCO THE PLAN

{a). Subject to adjustment as provided in Section 14 hereof, 13,517,241
shares of Stock {representing the 12,500,000 shares of Stock previously approved
by the Company's stockholders,  as adjusted pursuant to Section 14 of the Plan)
are hereby reserved for issuance pursuant to Awards under the Flan. Awards of
Phantom Stock or share units that, by the terms of such Awards, are pavable
solely in cash shall not be subject to such limit; provided, however, that such
Awards shall be subject to a separate limit such that the value of all such
Awards granted under the Plan, measured as of the date aof - grant, shall be
datermined by raference te no mors than 1,000,000 shares of Stock. Shares of
Stock resarved for issuance under the Plan shall be made available either from
authorized and unissued shares, shares held by the Company in its. treasury or
reacquired shares. The term "issued" shall include all deliveries to .'a
Participant of shares of Stock pursuant to Awards under the Plan. The Committee
may, in its discretion, decide to award other shares issued by the Company that
are convertible into Stock or make such shares- subject to purchase by an gptien,
in which event the maximum number of shares of Stock into which such shares may -
ne converted shall be used in applying the aggregate share limit under this
Section 3 and all provisions of the Plan relating te Stock shall apply with full
force and effect with respect to such convertible shares. .

(p) If, for any reason, any shares of Stock awarded or subject to purchase |
or issuance undar the Plan are net delivered or are reacquired by the Company
for reasons including, but not limited to, a forfeiture of Restricted Stock or
termination, expiration or a cancellation of an Option or a performance Share,
such shares of Stock shall bhe deemed not to have been lssued pursuant to Awards
under the Plan, or to have been subject to the Plan; provided, however, that the
counting of shares of Stock subject to Awards granted under the Plan against tha
number of shares available for further Awards shall in 231 cases conform to the
requirements of Rule 16b-3 under the Exchange Act. )

{cy With respect to any Award constituting an Option granted to any
Eligible Individual who is a Covered Employee that iz canceled, the number of
shares of Stock originally subject to such Award shall continue to count in

_accordance with Section 162 (m} of the Code. .

{d) Urless the Committes cotherwise determines, sharss of Stock received by
the Company in connection with the exercise of Options by delivery of shares or
in conmection with the payment cf withholding taxes shall reduce the number of
shares deemed to have been issued pursuant to Awards under the Plan for the
limit set forth in Section 3(a} hereofl.

B
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SECTION 4 .

., GRANT OF AWARDS.AND AWARD AGREEMENTS

{a). Subject to and in furtherance of the provisicas of the Plan, the
Committee . shall {i} determine and designate from time to time those FEligible
individuals or groups of Eligible Individuals to whom Awards are to be granted;
{ii} grant Awards to Eligible Individuals; (iii) determine the form or forms of
Award to be granted to any fligible [Individual: {iv) determine the amount or
number of . shares of Stock, including Restricted Stock if the Committee - so
determines, subject to each Bward; (v) determine the terms and conditions {which
need - not be identical} of each Award; - (vi) determine the =xights of each
Participant after employment has terminated and the periods during which such
rights ‘may be exercised; (vii} establish and modify performance -objectives;
{viii} . determine whether and to what extent Eligible Individuals shall be
allowed or required to defer receipt of any Awards or other amounts payable
under the Plan to the occurrence of a specified date or event;  {(ix) detaermine
the price at which shares of Stock may be offered under each Award which price
may, except in the case of Options, be zero; (x} permit cashless exercise of
Options and other Awards of a sale, loan or other nature covering axercise
prices and/or income taxes; (xi) interpret, construe and. administer the Plan and
any related Award Agreement and define the terms employed therein; and {(xii)}
make all of the determinations necessary or advisable with respect to the Plan
or .any Award granted thereunder. iwards granted to -different Eligible
Individuals or Participants need not be identical and, in additiocn, may be
modified in different respacts by the Commitftee.

(b] Each Award granted under ‘the Plan shall be evidenced by a written Award
Rgreement, in a form approved by the Committee. Such agreement shall be subject
to and_incorporate the express terms and conditicns, 1f any, required under the
®lan or as required by the Committee for the form of Award granted and such
other terms. and conditions as the Committes may specify.

fc) The Committes may, prospectively or retroactively, modify or amend the
terms of any Award granted under the .Plan or waive any restrictions or
conditions applicable to any Award or the exercise or rezlization thereof
{except that the Committee may not undertake any such modifications, amendments
or waivers if the effect thereof, taken as a whole, adversely and materially
affects the rights of any recipient of previcusly granted Awards without his or
Yer consent, unless such modification, amendment or walver is necessary or
desirable for the continued walidify of the Plan or its compliance with Rule
16b-3 or any other applicable law, rule or regulation or proncuncement.  or o
-avoid any adverse consequenceé under Secticn 409A or Section 162(m} of the Code
or any requirement of a securities exchange or association  or regulatory or
self-regulatory bedy). Notwithstanding the foregoing, no such amendment,
modification or waiver may alter the terms of any Option to reduce the Option
price per share (or alter any SAR to reduce the exercise price of The BAR}.
Further, .the Committee may not, without the approval of shareholders, cancel any
cutstanding OCOption and replace it with a2 new Option with a lower Option price
lor cancel any SAR and replace it with a new SAR with a lower exercise price}
where the sconomic effect would be the same as reducing the Option price of the
cancelled Option (or reducing the exercise price of the cancelled SAR}.

(d) In any calendar year, no Eligible Individual may receive Awards
covering more than 2,000,000 shares of the Company's Stock if the &ward is
denominated in or valued by reference to a number of shares. Such number of
shares shali be adjusted in accordance with Section 14 hereof. In addicion, with
respect to Phantom Stock and/or Performance Shares that are dencminated in
dollars and pavable in cash, no Eligible Individual may recelve Awards in excess
of $750,000 in any calendar year. ' .

{e) Notwithstanding anything in this Section 4 to the contrary, Options or
SARs awarded after December 31, 2004 may only be granted only to individuals who
provide direct services on the date of grant of the Option or SAR £o the Cocmpany
or another entity in a chain of entities in which the Company or another such
entity has a controlling interest within the meaning of Treasury Regulation s=.
1.,4092-1(b} {3} {iii) {E) in each entity in the chain.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



SECTION 5

STOCK OPTIONS ' .

{a) With respect to Options and SARs, the Committes. shall {i) authorize the
granting of iacentive stock options, nonsualified stock c¢ptions, SARs or a
combination of incentive stock options, nontualified stock cptions and SARS;
{ii) 'determine the number cf shares of Stock subject to each Option or the
numher of shares of Stock that shall be used to determine the value of a SAR;
{iii) determine whether such Stock shall be Restricted Stock; (iv) determine the
time or times when and the maaner in which each Option shall be exercisable and
the duraticn of the exercise period; and (v} determine- whether or not all or
part of each Option may pe canceled by the exercise of a SAR; providad, however,
that the aggregate Fair Market Value (determined as of the date of Opticn is
granted} of the Stock (disregarding any restrictions in the case of Restricted
stock) for which -incentive stock optiocns granted to any Eligible Individual
under this Plan may f£irst become exercisable in any calendar year shall not
exceed $100,000, and provided, further, that, effective June 30, 2003, no
non-gmployee director shall be permitted to receive hig annual retainer fees in
the form of Cptions.

(b} The exercise period for a nonqualified stock option shall-be 10 years
from the date of grant or such shorter period as may be specified by the
Committee at the time of grant. The exercise pericd for an incentive stock
cption, including any extension which the Committee may from time to time decide
to grant, shall not exceed 10 years from the date of grant; provided, however,
that, in the case of an incentive stock option -granted to an Eligible Individual
who, at the time of grant, owans stock possessing . more than 10% of the total
combined - woting power of all classes of stock of the Company- fa "10%
stockholder™), ‘such period, including extensions, shall not axceed five vears
from the date of grant. : ’

(c} The Qption price per share or exercise price of an SAR shall be
determined by the Committee at the time any Optieon or 3AR is granted and shall
ne not less than the Fair Market Value, or, in the case of an incentive stock
option granted to a 10% Stockholder, 110% of the Fair Market Value, disregarding
any restrictions in the case of Restricted Stock, on the date the Option is
granted, as determined by the Committee; provided, howewver, that such price
shall be at least equal to the par wvalue of one share _of Stock; provided
further, however, that in the discretiocn of the Committee, and if it does not -
cause the Option to be subject to Section 4084, in the case of a nonstatutory
stock-cption or SAR, . the Opticn price per share or the exercise price of a SAR
may be less than the Fair Market Value in the case of .an Option or SAR granted
in eorder to induce an individual <to become an ‘employee of & Participating
Company or in the case of an Opticon or SAR granted to a new or prospective
employee in order to replace stock options, SARS Or other long-term inceéntives
under a program maintained by a prior employer which are forfeited or cease to
be available to the new employee by réascn of his termination of employment with
nis prior emplover. In the case of an Option or SAR granted through the
assumption of, or in substitution for, outstanding awards previously granted to
individuals who  became . employees of the Company as a result of merger,
consolidation, acguisition or other corporate transaction involving the Company,
provided it dees not cause the Option or SAR to be subject to Section 4094, an
Option price lor SAR exercise pricey per share may pe used that reasonably
preserves the value of the previocusly granted award.

{d} Neo part of any Option may be exercised (1) until the Pdrticipant who
has been granted the Award shall have remained in the employ. of &  Participating
Company Ffor such period after the date on which the Option is granted as the
Committee may specify and (ii} until achievement of such performance of other
criteria, if any, by the Participant, as the Committee may specify. An Option
shall commence to be exercisable no earlier than six months following the date
the Option is granted. The Committee may further require that an Cptien become
sxercisable in installments.

on
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{2) Except as otherwise  provided in the Plan, the purchase price of the
shares as. to whichH an Option shall be exercised  shall be paid to the Company at
the time of exercise either in cash or in such other consideration as the
Committee deems appropriate, including, Stock, or with respect to nonqualified
options, Restricted Stock already owned by the opticnee (subject to any minimum
holding psriod specified by the Committee], having a total Falr Market Valus, as
determined by the Committee,  equal o the purchase price, or a combination of
cash and such other considerat’ion having a total Fair Market Value, as so
determined, egual to the purchass price; provided, however, that if payment of
the exércise price is made in whole or in part in the form of Restricted Stock,
the Stock recéived upon the exercise cof the Option shall be Restrictad Stock at
lgast with respect to the same number of shares and subject to the same
restrictions or other limitations as the Restricted Stock paid on the exercise .
of the Option. The Commitiee may provide that a Participant who delivers shares
of 3tock to the Company, or sells shares of  Stock and applies all of the
proceads,  lal to pay, or reimburse the payment of the.axércise price of shares
of Stock acguired under an employse stock option or te purchase shares of Stock
under an employee award or grant, an employee purchasa plan or progrkam or any
other steck-based employee benefit or incentive plan (whether or not such award
or grant is under.this Plan) and/or {b} to pay [ederal or state. income taxes
rgsulting from the exercise of such Options or the purchase of shares of Stock
pursuant to any such grant, award, plan or program, shall receive a replacement
Option  under  this Plan to purchase a number of shares of Stock equal to the
number of shares of Stogk delivered to the Company, or sold, the proceeds of the
sale of which are applied as aforesaid in this sentence. The replacement Option
shall have an exercise price equal te Fair Market Value on the date ¢f such
payment- and shall include such other terms and conditions as the Committee may
speclfy. :

. {f; ti) Upon the Termination Withour Cause of-a Participant holding
Opticns, his or her Options may be exercised to the extent exercisable ¢n the
date of Termination Without Cause, at any time and from time to time within %0
days of the date of such termination. The Committee, however, in its discretion,
may provide that any Opticn of such a Participant which is not exercisable by
its terms on the date of Termination Without Cause will bkecome.  exercisable in
accordance wWith a schedule (which may extend the time limit referred to ebove,
but not later than the final expiration date specified -in the Option Award
hgresment)  to be determined by the Committee at any tims during the period- that
any other Options held by the Participant are exercisable.

{ii} Upon the death, retirement, or ‘Total Disability (during a
Participant's employment or within thHree months after the rermination of
employment for any reason other than terminaticon for cause) of a
Partigipant hoelding an Opticn or SRR, his or her Options and 3RRs may be
sxercised only to the extent exercisable at the time of death, retirement
or Total Disability (or such earlier termination of employmant), &t any
Time and from time to time 90 days after such death, retlirement or Total
Disability. Notwithstanding the foregoing, for all Options or SARs that
were awarded prior to December 1, 2004, such Opticns and 3ARs may be
exercised only fto the extent exercisable at the time of death, or Total

- Disability [or such earlier termination of employment) from time to time
{&) in the event of death or Total Disability, within the 12 months
following death or Total Disability or {B) in the event of such termination
of employment followed by death or Total Disability within the 3 months
after such termination, within the 12 months following such ~termination. .
The Committes, . however, in its- discretion, may provide that any Options
cutstanding but not exercisable at the date of the first tc occur of death,
retirement or Total Disability will become exercisable in accordance with a
schedule (which may extend the limits referred to above,  but not fo a date
iater than the final expiration date specified in such Option Award
Agreement} to be determined by the Committee at any time during the period
while any other Option held by the Participant is exercisable,

{iii) Upon death, Total Disability, retirement, or Termination Without
Cause of a Participant holding an Option(s) who' is immediately eligible to
raceive benefits under the terms of the Frontier Pension Plans, his or her
Cptions or SARs that were awarded prior to December 1, 2004, may be
exercised in full as te all shares covered by Option Award Agreements
(whether or not then exercisable) at any time, or from time to time, but no
later than the expiration date specified in such Option Award Agreement as
specified in Section 5(b) above or, in the case of  incentive Options,
within cone year -following such death, Total Disability or Termination
Without <ause. This paragraph {(iii) does not apply to any Opftion or SAR
that was awarded on or after December 1, 2004,

{ivy If the employment .of a Participant heolding an Opticn 13
terminated for deliberate, willful or gross misconduct, as determined by
the Company, all rights of such Participant and any Family Member or Family
Trust or other transferee to which such Participant has transferred his or
her Cpticn shall expire upon receipt by the Participant of the notice of
such terminatien.

{v} In the event of the death of a Participant, his or her Opticns may
be -exercised by the person or persons to whom the Participant's rights
under the Option pass by will, or if no such person has such right, .by his
or her executors or administrators or Beneficiary. The death of ‘a
Participant after Total Disability or Termination Without. Cause will not
adversely effect the rights of a Participant or anyone entitled to the
benefits of such Optien. '

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



: i

tg) Except as otherwise determined by the Committee, no Option granted
under ' the Plam shall he transferable other than by will or by the laws of
descent and distribution, unless the Committee determines that an Option may be
transferred by a Participant %o a Family DMember or Family Trust or other
transferee. Such transfer shall be evidenced by a writing from a grantee 'to the
committes or Committes's designee on a form established by the Committee. Absent
an authorized transfer during the lifetime of the Participant, an Option shall
be exercisable only by him or -her by his or her guardian or legal
representative. . .

{h) With respect te an incentive stock option, the Committee shall specify
such terms and provisions as the Committee may determine to be necessary or
. desirable in order to gualify such Option as.an incentive stock option within
© the meaning of Section 422 of the Cods.

(i) If authorized by the Committee in its sole discretion, the Company may
accept the surrender of the right to exercise any Option granted under the Flan
as to all or any of the shares of Stoeck as to. which the Option is ‘then
exercisable, in exchange for payment to the optionee (in cash or shares of Stock
walued at the then Fair Market Value) of an amount not o exceed the difference
between the option price and the then Fair Market Value of the shares as to
which such right to exércise ls surrendered.

SECTION &

PERFORMANCE SHARES

{2} THe Committee shall determine a Performance Period and shall determine
the perfarmance targets for Performance Shares. Performance Periods may overlap
and Partiecipanis may participate simultaneously with respect to Performance
Shares for which different Performance Periods are prescribed.

{b) . Performance Largets may vary from Participant to Particlpant and
‘petweer groups of Participants and shall be based upon such performance criteria
or combination of factors as the Committee may deem appropriate. For Performance
Shares that are intended to gualify uander the Perfcormance-Basad Exception, the
Committee will establish in writing, - during the first 20 days of the specified
Performance Period, one or more specified performance targets and the maximum
available upon achievement of such performance targets. The Conmittes may also
establish lower reward levels for lower levels of achievement of the specifiad
performance targets. No payment will he made under such Performance Shares if
the minimum performance target for the Parformance Shares iz not met, Tha
performance targets -to be used for this purpose may be based on any of the
following business performance measures: earnings before income taxes,
depreciation and amertizaticn, or EBITDA; operating cash flow; free cash flow:
frae cash flow per share; earnings per share; economic value addad; reveaue; net
income; operating preofit; operating margin; total return to stockholders;
debt/capital ratio; return on total capital; return on edulty or assets; cost
control; common stock price; capital expenditures; price/earnings growth ratio;
and.book value per share. The Committes may establish other performance measures
for Parformance Shares that are not intended to qualify under the
Parformance—-Rased Exception. . The performance targets may be measurad
individually, alternatively or in any combination, and they may be established
kased on Company-wide objectives or objectives related to a specific division,
subsidiary, affiliate, department, region or function in which the Participant
is emploved. If more than one performance target is specified by the Committee,
the Committee shall alsc specify, in writing, whether one, all or some other
number of such performance targsts must be attained in order for such Award to
gualify for the Performance-Basad Excepticn. The Committee may provide in
writing, as part of establishing the performance targets, for how performance
will be measured. agalnst a target to reflect the impact of special charges or
income, accounting or tax law changes and any other extraordinary or
nonrecurring items.

{c}) If during the course of a Performance Period there shall occur a
significant ‘event as determined by the Committes, including, but not limited to,
a reorganization of the <Company, which the Committee expects to have a
substantial effect on a performance target applicable to a Performance Share feor
such period, the Committee may (following the cccurrence of the event) adjust
the targets - applicable to the Performance Share, or provide for the manner in
which performance will be measured against the targets with respect to the
Performance Share, to reflect the impact-of the event, provided that such action
will not adversely affect the availability of the Performance-Based Exception
with respect to the Performance Shaze.
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(d} If a Participant terminates service with all Participating Companies
during a Performance Period because of death, Total Disability, or a significant
event, as determined by the Committee, ‘that Participant shall be entitled to
payment "in settlement of each Performance Share for which the Performance Period-
was prescribed (i} based upon the performance targsts satisfied at the end oI
such period and {ii) prorated for the portion of tne Performance Period during
which the Participant was employed by any Participating Company; provided,
however, the Committee may provide for an earlier payment in settlement of such
performance Share in such amount and under such tfezms znd’ conditions as the
Committee deems appropriate or desirable with the consent of the Participant. If
_a Participant terminates service with all Participating Companies during a
rerformance Period for any other reason, then such Participant shall not he
entitled to any payment with- respect to that Performance Period unless the
Committee shall otherwise deterzmine.

{e) Each Perfofmance Share may be pald in whole shares of Stock, including
Restricted Stock  (tegether with any cash representing fracticonal shares of
Stock), or cash, or a combination of Stock and cash either as a lump sum payment
or in annual installments, all as the Committes $hall determine at the time of
grant of the Performance Share or otherwise, commencing as soon as practicable
after the end of the relevant Performance Period. Any dividends or distributions
payable on Performance Shares (or the egquivalent as specifisd in the grant),
other than cash dividends representing the periedic distribution of profits
which shail be retained by the Company, shall be paid over to the Participant
when and if payment is.made of the underlying Performance Shares, unless the
‘grant provides  otherwise. Except as otherwise provided ia this Section 6, no
Performance . Shares -awarded to Participants shall be sold, exchanged,
transferred, = pledged, hypothecated or otherwise disposed of during the
performance Period unless the - Committee determines that an Award may be
transferred to a Family Member or Family Truest or other transferee.

SECTION 7

RESTRICTED STOCK

(a) Restricted Stock may be received by a Participant either as an Award or
25 the result of an exercise of an Option or. as payment for a Performance Share.
Restricted Stock shall be .subject to a restriction peried -(after which
restrictions shall lapse) which shall mean a pericd commencing on the date the
Award is granted and ending on such date or upon the achievement of such
performance or other criteria as the Committee shall determine (the "Restriction.
Pericd"}. The . Committee may providée for the lapse of restrictions in
- installments’ where deemed appropriate. To the extent that Restricted Stock is
intended to qualify under the .Performance-Based Exception, the grant of the
Restricted Stock shall be conditioned on {or the applicable restrictions on the
Restricted Stock shall include) the achievement during a Performance Period of
one or more performance targets based on one or mors of the performance measures
specified in Section €. In this case, the rules in Section & -for specifying and
applying performance targets, for estanlishing the maximum. avallable and any
lasser reward levels, and for otherwise complying with the Performance-Based
Exception shall apply. ’

(b} Except as otherwise provided in this Section 7, no.shares of Restricted
Stock received by a Participant shall be sold, exchanged, transferred, pledged,
hypothecated or otherwise disposed of during the Restriction Pericd unless the
Committes determines that an Award may be transferred by a Participant to a
Family Member or Family Trust or other transferee; provided, however, that for
Awards of BRestricdted Shares that were made- pricr to December 1, 2004, the
Restriction Peried for any Participant shall expire and all restrictions on
shares of Restricted Stock shall lapse upon the Participant's (i) death, {iti}
Total Disability or {iii) Termination Without Cause where the Participant is
immediately. eligible to receive benefits under the terms of Frontier Pension
Plans, or with the consent of the Company, or upon some significant event, as
determined by the Committes, including, but not limited to, a regorganization of
the Company.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2008



> .

(¢} Except for those circumstances specifically identified in-the preceding
subsection (b} that apply to Awards of Restricted Shares that were made prior to
December- 1, 2004, if a Earticipant's employment with all Participating Companies
terminates for any reason or in the.event of the Participant's death, in each
case, before the expiration of the Restriction Period, all shares of Restricted
Stock still subject to restriction shall, unless the Committee otherwise
determines within 90 days. after such termination, be forfeired Dy the
Participant and shall be reacquirsd by the Company, and, in the case of
Restricted Stock purchased through the exercise of an Option, - the Company shall
rafund the purchase price paid on the exercise of the Option.

{(d) The Committee may require under such terms and -conditions as it deemns
appropriate or desirable that the certificates for Restricted Stock delivered
under the Plan may be held in custedy until the Restricticn Period expires or
until restrictions thereon otherwise lapse, and mav require as a condition of
any raceipt of Restricted Stock that the Participant shall have delivered a
stock power endorsed in blank relating to the Restricted Stock.

. te} Mothing in this Section 7 shall preclude a Participant from exchanging
any shares of Restricted Stock subject to the restrictions- contained herein for
any other shares of Stock that are similarly restricted.

{f} Unless the Award Agreement provides otherwise, amounts equal to any
cash dividends representing the perioedic distributions of profits declared and
payable - during the Restriction "Pericd with respect to the number of shares of
Restricted Stock credited to a Participant shall be paid te the - Participant
within 30 days after each dividend becomes payable, unless, at the time of the
Award, the Committee . determines that the dividends should be reinvestéed in
additicnal shares of Restricted Stock, in which case additional shares of
Restricted Stock shall be crédited to the Participant based on the Stock's Fair
Market WValue at the time of each such dividend, or unless .the - Committee
specifies otherwise. All dividends or distributions payable on shares (other
than - cash . dividends representing periodic distributions of  profits) of
Restricted Stock {or the eguivalent as specified in the grant} shall be paid
over to the Participant when and if as restrictiens lapse on thé underlying
shares of Restricted Stock, unless the grant provides otherwise.

SECTION 8

{RESERVED)

SECTICN 9

OTHER STOCK-BASED AWARDS

) Phantom Stock may be credited to an Eligible Individual either as an Award
or as. the result of an exercise of an Option or as payment for a Performance
Share. FEach share ¢f Phantom Stock may be paid in whole shares of 3tock,
including Restricted Stock {together . with any cash representing fractional
shares. of Stock), or cash, or a combination of Stock and cash either as a lump
sum payment or in annual installments, all as the Committee shall determine, at
the time of grant of the Phantom Stock or otherwiss, commencing as soon as
practicable after the payment date designated by the Committee. Any dividends or
distributions payable on Phantom Stock lor the egquivalent as specified in the
grant), other than cash dividends vrepresenting the periodic distribution of
profits which shall be retained by the <Company, shall be pajid over to the
Participant when and if payment is made of the underlying Phantom 3tock, unless
the grant provides otherwise. To the extent thai Phantom Steck is intended fo
qualify under the Performance-Based Exception, either the initial grant or the
ultimate payment of the Phantom Stock shall be made subject to the. achievement
during a Performance Perlod of one or more performance targsts based on one or
more of the performance measures specified in Section 6. In this case, the rules
in Section 6 for specifying and applying performance targets, for astablishing
the maximum available and any lesser reward levels, and for otherwise complying
with the Performance-Based Exception shall apply.
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B . .
Except as otherwise provided in this Section 9, no Phantom Stock awarded to
Participants shall be sold, exchanged, transferred, pledged, hypothecated or
otherwise dispdosed of unless the Committee determines that an Award may he
transferred to a Family Member or Family Trust or other transferee.

The Committee may grant other Awards under the Flan which are denominated
in stock units .or pursuant to which shares of Stock may be acquirsd, including
Awards valued using measures other than market value or Fair Market Value, 1if
deemed by the Committee in 1ts discretion to be consistent with the purposes of
the Plan. Subject to the terms of the Plan, the Committee shall determine the
form of such Awards, . the number of shares of Stock to be granted or coverad
pursuant to such Awards and all other ferms and conditions of such Awards. To
the extent that any - such Award is intended ce qualify under the
Performance-Based . Exception, either the initial grant or the ultimate payout of
the Award shall be made subject to the achlevement during a Performance Period
of one or more performance targets based on one or more of the performance
measures specified in Section. 6. In this case, the rules in Section & for
specifying and applying  performance targets, for estaplishing the maximum
available and any lesser reward levels, and for otherwise complying with the
Performance-Based Exception shall apply.. To the extent an Award described in
this paragraph 1is & 40%A Award (as defined in Section 17) and is subject to a
substantial risk of forfeiture within the meaning of Section 4094 {or will be
granted upen the satisfaction of a conditicn that constitutes such a substantial
risk of forfeiture), any compensation due under the Award {or pursuant to a
commitment -to grant an Award) shall be provided in full not later than the &0th
day following the date there 1s no longer such a substantial risk of Torfeiture
with respect to the Award, unlass the Committes shall clearly and exprassly
provide otherwise with respect to the Award.

SECTION 10

CERTIFICATES FOR AWARDS OF STOCK

(a} Subject to Section 7{d), each Participant entitled to receive shares of
Stock under the Plan shall be issued a certificate for such shares or have their
shares registered for their account in book entry form by the Companhy's transfer
agent. In the instance of & certificate, such certificate shall be registered in
the name of the Participant, znd shall bear an appropriate legend. reciting the
terms, conditions and restrictions, if any, applicable to such shares and shall
be subject to appropriate stop-transfer crders.

(b} The Company shzll not be required to issue or dellver any shares or
certificates for shares of Stock pricr te (i} the listing of such sharss on any
stock exchange or quotation system on which the Stock may then be listed or
quoted, and {ii) the completion of any registration, qualification, approval or
authorization of such shares under any federal or state law, or any ruling or
regulation or approval or authorization of such shares under any governmental
body which the Company shall, in its scle discretion, determine to be necessary
or advisable. .

{c} Bll shares and certificates for shares of Stock delivered under the
Plan shall also be subject to such stop-transfer orders and other restrictions
as the Committes may deem advisable under the rules, requlations, and other
requirements of the -SEC, any stock exchange upon which the Stock is then listed
and any applicable . federal or state securities or regulatory laws, and the
Committee may cause a legend or legends to be placed on any such certificates to
make appropridte -reference to such restrictions. The foregoing provisibns of
this Section 10{2) shall not be effective if and to the extent that the shares
of Stock delivered under the Plan are covered Dby an effective and current
ragistration statement under the Securities Act, or if the Committee determines
that application of such provisions is no lenger reguired or desirable. In
making such determination, the Committee may rely upon an opinion of counsel for
the Company.

{d} Except for the restrictions on Restricted Stock under Section 7, each
participant who receives an award of Stock shall have all of the rights of a
stockholder with respect to such shares, inclucing the right te voté the shares

. and receive dividends and other distributions. No Participant awarded an Qotion
or a Performance Share shall have any right as a stockholder with respect to any
shares subject to such Award prior to the date of issuance €o him cr her of
certificate or certificates for such shares.
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No Participant .awarded FPhantom Stock or other share units shail have any
right as a  stockholder with respect ©o any shares whose value is uded to
determine the value of such Phantom Stock or share units: - provided, however,
that this sentence shall not preclude any Award of Phantom Stock or share units
from providing dividend egquivalent rights or .payouts to the Participant in the
form of shares of the Company's Stock {and the Participant - shall " have full
stockholder rights with respect to any sich paid out shares). L

SECTICN 11

BENEFICIARY

(2} EBach Eligible Individual =shall file with the Committee a written
designation of one or more persons as the Beneficiary who -shall be entitled to
receive the Award, 1if any, .payable -under the Plan upon his or her death. An
Eligible Individual may. from time to time revoke or  change his or her
Beneficiary designation without the consent of any prior Beneficiary by filing a
new designation with the Committes. The last such designation received by the
Committese shall be controlling; .provided, however, that no designation, or
change or revocation thersof, shall he affective unless raeceived by the
Committee prior to the Eligible Individual's death, and in ng event shall it be
affective as of a date prier to such receipt.

(b} If no such Beneficiary designation iz in effect &t the time of an
Fmployee's death, or. if 'no designated Bensficiary survives . the -Eligible
Individual or if such designation conflicts with law, the Eligible Individual's
estate shall be entitled to receive the Award, if any, -payable under the Plan
upon his or her death. If the Committee is in doubt as to ths right of any
person to receive such Award, the Company may retain such Award, without
liability for any interest thereon, until the Committee determines the right
thereto, or the Company may Dpay such Award into any court of approprizte
Jurisgiction and -such payment shall be a complete discharge of the liability of
the Company thersfor. ' ' ’ -

GECTION 12

ADMINISTRATION OF THE PLAN

{a] The Plan shall be administered by the Committes, as appointed by the
Board and serving at the Board's pleasure. Each member of the Committeé shall be
both a member of the Board and shall satisfy the "non-~employee director™ or -
similar successor reguirements, if any, of Rule 16b-3 under  the Exchange Act and
the "outside director"™ 6r =imilar successor reguirements, if any, of Section
162 (m) of the Code and the regulations promulgated thereunder. -

(b) All decisions, determinations or actions of the Committee made or taken
pursuant to grants of authority under the Plap shall be made or taken in the
sole and absolute discretion of the Committee and shall be final, conclusive and
binding on all persons for all purpeses. '

tc) The Committes shall have full power, discretion and suthority o
interpret, construe and administer the Plan and any part thersof and any related
Award Agreement and define the ferms employed in the Plan or any agreement, and
its interpretations and constructions thereof and actlons taken thereunder shall
be Binal, conclusive and binding eon all perscons for all purpdses. °

{d) The Committee shall have full power, discretion and authority to
prescribe and rescind rules, regqulations and pelicies for the administration of
the Plan.

{e) The Committee's decisions and determinaticns under the Plan and with
respect to any Bward granted thersunder nead not be uniform and may be made
salectively among Awards, Participants or Eligible Individuals, whether or not
such Awards are similar or such Participants or Eligible Tndividuals are
similarly situated.
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(£) The Committee shall keep minutes of its actions under. the Plan. The act
of a majority of the members . present at a meeting duly callad and held shall be.
the act of the Committee. Any decision or determination reduced fo writing and
signed by all members of the Committee shall be fully as effective as 1f made by
unanimeus wvote at a meeting duly .called and held.

{g} The Committee may employ such lagal counsel, including without
limitation independent legal counsel and counsel regularly employed by the
Company, consultants and agents as the Committee may deem appropriate for the
administration of the Plan and may rely upon any opinion received from any such
counsel or consultant and any computations received from any such consultant or
agent. All expenses  incurred by the Committee in interpreting and administering
the Plan, inclading without limitation, meeting . fees and expenses and
professional fees, shall be paid by the Company. : :

() No member or former member of the Commitfee or the Board shall be
liable for any action or determination. made in good faith with respect to the
Plan or any Award granted under it. Bach member or former member of the
Committes or the Board shall be indemnified and held harmless by the. Company
against all cost or expense (including- counsel fees and expenses}) or liability
(including any sum paid in settlement of a tlaim with Lhe approval of the Board}
arising * out of any act or omission o act in connection with the Plan unless
arising eut of such member's or former memper's own fraud or bad faith. Such
indemnification shall be in addition (without duplication) te any rights to
indemnification or insurance the members cor former member may have as directors
or under the by- laws of the Company or eotherwise.

{1} The Cemmittes's determination that an Option, Performance Share,
Restrictad Stock or.other Stock-based Awards may be transferred by a Participant
to a Family Member or Family Trust or other rransferee may be set forth in
determinations pursuant to Section 12{c}, rules and  regulations of general
application adopted pursuant to Section 12(d), 'in the written Award Agreenment,
or by a writing delivered to the Participant made any time after the relevant
Award or Awards have been granted, on a case-by-case basis, or atherwise. In any
event, the transferee or Family Member or Family Trust shall agree in writing to
be bound by all the provisions of the Plan and the Award Agreement, and in no
event shall any such transferes have greater rights under such Award than the
Participant effecting such transfer.

" (j) With respect to credits, shares, cash or other property credited to a
Participant by reason of dividends or distributions, &f the Committee shall so
determine, all such credits, shares, cash or other property to a Participant
shall be paid to the Participant periodically at the end of the applicable
period, whather or not the performance, employment or other standards (or lapse
of time} upon which such Award is conditioned have besn satisfied.

SECTION 13

AMEMDMENT OR DISCONTINUANCE

The Board may, at any time, amend or terminate the Blan. The Plan may also
ve amended by the Committee, provided that all such amendments shall be repeorted
ta the Beard., HNo amendments shall become effective  unless approved by
affirmative vote of the Company's stockholders if such approval is necessary or
desirable for the continued .validity of the Plan or if th= failure to cbtain .
such approval would adversely affect the compliance of the Plan with Rule 1éb-3
or any successor rule under the Exchange Act 'or Section 162{m) of the Ccde or
any other rule or regulation. No amendment or termination shall, when taken as a
whole, adversely and materially affect the rights of any Participant who has
received a previously granted Award without nis or her consent unless the
amendment or termination is necessary  or desirable (i) for the continued
vzlidity of the Plan or its compliance with Rule 16b=3 or any other applicable
iaw, rule or regulation or pronouncement, O (ii) to avoid any adverse
consequences under Section 162(m) of the Code, Section 40%A or any requirement
of a sacurities exchange or association or regulatory or self-regulatory body.
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SECTION 14

ADJUSTMENTS IN EVENT OF CHANGE IN COMMON STOCK

; In the event ¢f a changs in corporate capitalization, stock split or stock
dividend, the number of shares purchasapble upcon exercise of an Option shall be
increased to the new number of shares which result from the shares covered by
the Option immediately before the change, split or dividend. The purchasa price
per share shall be.reduced proportionatsly. and the total purchase price will
remain the same. . ’ ’ :

. Ia the svent of.any other change 1in corporate capitalization, or a
corporate transacktion, - such. as any wmerger of a corporation into .another
corporation, any c¢onsolidatien of two or more corporaticns. into  another
corporation, any separation of 2 corperation (including a spinoff or other
distribution of stock or proparty by a corporatien), any reorganization of a
corporation (whether or net such recrganization comes within the definition of
such term in Section 368 of the Code}, or any partial or. complete liguidation by
a corporation or other similar event which could distert the implementation -of
the Plan or the realization of its objectives, the. Committee shall make an
appropriate adjustment in the number cf shares of Stock {i) which are covered by
thHe Plan, (ii)} which may be granted te any one Eligible Individual and which are -
subject to any Award, and the purchase price therefor, and in terms, condit:ions
or restrictions on securities as the Committee deems eguitable, with the
objective that the securities covered under the Plan or an Award shall be those
securities which a Participant would have received if he or she had exercised
his or her Option prior to the event or been entitled at that time to his or her
Restricted Stock or Performance Shares.

All such events occurring -~ between the effective date of the Option and its
exercise shall result in an adjustment to the Option terms.

SECTION, 15

CHANGE IN CONTROL

Awards may. include, or -may incerporate from any relevant guidelines adopted
by the Committee, terms which provide that any or all of the following actions
or consequences, with any modifications adopted by the Committes, may occur as a
result of, or in anticipation of, any Change in Contrel to assure .fair and
equitable treatmeat of Participants:

{2} Any Options outstanding at least six months as of the date of Change in
control shall, if held by a current employee of the Company,. become inmediately
exercisable in full. In addition, all Participants may, regardless of whether.
3£ill an - emplovee . of the  Company, elect to cancel all or any portion of any
Option or Award ne later than 90 days after the Change in Control, in which
svent the . Company shall pay to such eleciing Particlpant, an amount in cash
equal to the excess, 1f any, of the Current Market Value (as defined below) of
rhe shares of Stock, 1inciuding Performance Shares or Restricted Stock, subject
to the Option or of the portion thereof so canceled over the optlon -price for
such shares; provided, however, that ne Participant shall have the right to
elect cancellition wunless and until at least 6 months have elapsed after the
date of grant of the Option.

(b} Bny - Performance Periods shall end and the Company shall pay each
Participant an amount in cash equal to the walwe of such Participant's
Performance Shares, if any, based upon the Stock's Current Market Value in full
settlement of such Performance Shares.

{c} Any Restriction Perlods shall end and the Company shall pay each
Participant an . amcunt in ¢ash  equal to the Current Market Value of thes
Restricted Stock held by, or on behalf of, sach Participant in esxchange for such
Restricted Stock.
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{d} The Company shall pay to each Participant-. ali amcunts due, if any,
deferred by or payable under Awards granied to such Participant wunder the Plan,
whiciv are not Parformance Sharss or Restricted Stock, 1in accordance with the
terms. provided by the Committee at the time of deferral or grant.

fe) For purpose of this Ssection 15, “Current  Market Value" means the
‘highest TFair Market Value during the period commencing 30 days prior to the
Change in Control and ending 30.days after the Change -in Control (the "reference
period"); provided that, 1f the Change in Control ceccurs as a result of a tender
offer or exchange offer, or a merger, purchase of assets or stock, or another
transaction approved by shareholders of the Company, .Current Market Value means
the higher of (1} the highest Fair Market value during the reference period, or
{ii) the highest oprice pald per share of Stock  pursuant to such tender offer,
exchange offer or transactlion. MNotwithstanding the preceding provisions of this
subsection, ~ in the case of any Option that is granted or becomes exercisable
after December 31, 2004 {or that is "materially modified™ within the meaning of

Section 409A after Qctober 3, 2004) Current Market Value shall not be greater

than the largest amount that will not cause the Option to become subject to
Section 409A.

SECTION i&

MISCELLANEQUS

{a) Nothing in this Plan or any Award granted hereunder shall confer upen
any employee any right fo continue in the employ of any Participating Company or
interfere in any way with the right of any Participating Company to terminate
his or her employment at any time.

{b} Mo Awaxrd pavable under the Plan shall be deemed salary or compensation
for the purpose of computing benefits under any employee benefit plan or other

arrangement of any Participating Company for the benefit of its employees unless

the Company shall determine otherwise.

{c} No Eligible iIndividual or Participant shall have any claim to an Award
until it is. actually granted under the Plan. To the extent that any person
© acquires 2 right to receive payments from the Company under this Plan, such
right shall be no greater than the right of an unsecured general creditor of the
Company. All payments of Awards provided for under the Plan shall be paid by the
Company either by issuing shares of Stock or by delivering cash from the general
funds of the Company or other property of the Company; provided, however, that
such payments shall be reduced by the amount of any payments made to the
Participani or his or her dependents, beneficiaries or estate from any trust or
special or separate fund established in connection with this Plan. The Company
shall not.be required to establish a special or separate fund or other
segregation  of assets to assure such payments, and, if the Company shall make
any investments to aid it in meeting its obligations hereunder, the Participant
shall have no right, title, or interest whatever in or to any such investments
except as may otherwise be exprassly provided in a separate written Instrument
relating to such investments. o

{d) Absence on leave approved by a duly constituted officer of the Company
{a. "Company approved leave") shall not be considered termination of employment
for any purposes of the Plan; provided, however, that no Award may be granted to
an employee while he or she is absent on leave. WNotwithstanding the preceding
sentence, if an Award that is covered by Section 409A is to be distributed upen
"separation from service" within the meaning of 3ection 409A, a Company approved
leave shall be considered to result in a separation from service fo the extent
necessary for compliance with Section 409A.°

{e) If the' Committee shall - find that any person to whom any Award, or
portion thereof, 13 payable wunder +the Plan is unable to care feor his or her
affairs because of illness or accident, or is a minor, then any payment due him
or her {unless a prier claim therefor has been made by a duly appointed legal
representativel may, . 1f the Committee so directs the Company, be paid to his or
her spouse, a child, a relative, an institution maintaining or having custody of
such person, or any other person deemed by the Committee to be a proper
raecipient on behalf of such parson otherwise entitled to- payment. Any such
payment shall be a complete discharge of the liability of the Company therefor.
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[T}y The right of any Participant or cther person to any Award pavable under
the . Plan may nct be assigned, transferred, pledged or encumbered, either’
voluntarily or by operation of law, except as provided in  Section 11 with
respect to ths designation of a Beneficiary-or as may otherwise be required by
law. or pursuant to a qualified domestic relations ozder as definsd by the Code
or. Title I of the Employee Retirement Income Security Act, or the riles
thereunder or unless the Committee determines that an Award may be transferred
to a Family Member or Family Trust or other transferee. If, by reason of any
attempted assignment, transfer, pledge, or encumbrance or-any bankruptcy or
other ewvent happening.at any time, any amount pavable under the Plan would be
made - subject to the debts or liabilities of the Participant or his or her
Beneficiary or would otherwise devolve upen anyone else and not be enjoved by
the Participant or his or her Benefliciary or transferee, . Family Trust or Family
Member, then the Committee may- - terminate such person's .interest in any such
payment and direct ' that the same be held and applied to or for the benefit of
the Participant, his or her DBeneficiary, taking into account the expressed
wishes of the Participant {or, in the event of his or her death, those of his or
her Eenaficliary) in such manner as the Committee may deem proper.

{g} Copies of the Plan and all amendments, administrative rules and
procedures and interpretations shall be made available for review upon reguest’
to all Eligible Individuals at all reasonable times at the Company's
administrative offices.

(R} The Committee may cause to be made, as a conditien precedent to the
payment o¢f any  Award, or otherwise, appropriate arrangements with the
Participant or his or her Beneficiary, for ths withholding of any federal,
state, local of foreign taxes.. The Committee may in its discretion permit the
payment of such withhclding taxes by auwthorizing the Company to withhold shares
of Stock to be issued, or the Participaat to deliver to the Company shares of
Stock owned by the Participant or Beneficiary, in either case having a Falr
Market Value equal to the amount of such taxes, or otherwise permit & cashless

‘exercise.

(i) ALl elections, designations, reguests, notices, instructions and other
communications. from an FBligible Individual, Participant, ' Beneficiary e¢r other
person to the Committes, required or permitted under the Plan, shall be in such
form as is prescribed from time to time by the Committee and shall be mailed by
first class mail or transmitted by facsimile copy .or deliversd teo such location
as shall be specified by the Committee. )

{j} The terms of the Plan shall be binding upon the Company .and its
successors and assigns. :

1k} Captions preceding the sectiens hereof are inserted sclely as a matter
of convenience and in no way define or limit the scooe or intent of any
provision hereof.

{1} The Plan and the grant, exercise and carrying out of Awards shall be
subject to all applicable federal and state laws, rules, and regulatlions and to
all regquired or otherwise appropriate approvals and authorizations by any
governmental oz regulatory agency or commission. The Company shall have no
cbligaticn of any nature hereunder to any Eligible Individual, Particlpant or
any.other person in the absence of all necessary or desirable approvals or
authorizations and shall have no cbligation to seek or obtain the same.

fm) Whenever pessible, each provisien of this Plan and any Award Agreement
will be Interpreted in such manner as to be effective and valid under applicable
law, but if any such provision is held to be ineffective, invalid, illegal or
unenforceable in any respect under the applicable laws or regulations of the
United States or any state, such .ineffectiveness, invalidity, -i1llegality or
unenforceability will not affect any other provisior but this Plan and any such
agreement will be reformed, construed and enforced so as to carry out the intent
haraeof or thereof and as if any invalid or illegal provision had never been
‘contained herein.
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(n) For aay Award that is intended to gualify for the Performance-Based
Exception, (i) the Committee shall interpret the Plan in light of Secticn l62im)
of the Code and the guidance thereunder; (ii} the Committee shall have no
discretion to amend -.the conditions on the grant or payout of the Award or to
amend . the terms of the Award in any way that weuld adversely. affsct the
‘Svailabilify of the Performance-Based Exception with respéct to such Award,
{iii} such Award shall not be granted, settled or paid.out, whithever applies
under the performance ' conditions for such-Award, until the Committee shall
determine and certify in writing that .the .applicable performance targets with
respect to such Award were satisfled,  which determination and certification
shall be made within 60 days following the end of the applicable Performance
rericd, (iv) where the grant of the Award is performance conditioned, such grant
shall be subject to the Committee's discretion to reduce {but not increaseg) the
grant the Participant will receive as a result of the certification of the
performance targets, - and {v) where the - settlement or payout of the Award is
performance conditioned, to the extent provided in the Award Agraement the
settlement or  payout  of such BAward 'shall be subject to the Committee's
discretion to reduce (but not increase) what the Participant will receive as a
result of the certification of the performance targets. In exercising such
discretion to decrease what the Participant will receive, the Committee may
consider performance with respect to cne or more targets, without . regard to
whether these targets are based on performance measures listed in Section 6{b}.

. (o} At all times, this Plan shall be interpretaed and opérated (i) with
respect to 409A Awards (as defined in Section 17-below}, in accordance with the
reguirements of Sectien 405A, unless an exemption from Section 409A is avallable
and applicable, {ii}) to maintain the exemptions f£rom Section 409%A of Options,
SARs .and Restricted Stock and any Awards designed to meet the short-deferral
sxception under Section 40%A, and (iii] to preserve the status of deferrals of
compensation that were earned and vested prior to January 1, 2005 as exempf. from
Secticn 409A, i.e., to preserve the grandfathered status of such deferrals. To
the extent there i3 a conflict between the provisions of the Plan relating to
compliance with Section 409%A and the provisions of any award agreement issued
under the Plan, the provisions ¢f the Plan contrel. Moreover, any discretionary
authority ' thet the Committee may have pursuant to the Plan shall - not be
- applicable to an Award that.is subject to Section A09A to the sxtent such
discretionary .authority would conflict with Section 40%A. In additicn, t¢ the
extent reguired to avoid a vielation of the applicable rules under Section 4094
by reason of .Section 409Ala)(2){B) (i), any payment ander an Award shall be
delayed until the earliest- date of payment that will result in compliance with
the rules of Section. 40%A(a) (2} (B}{i} {regarding the reguired ' six-month delay
for distributions to specified employees that are related to a separation from
service). In the event that any Award shall be deemed not to comply with Section
4094, then neither the Company, the Board of Directors, the Committee nor its or
their designees or agents, nor any of their arffiliates, agsigns Or SUCCess30LS
leach a "protected party™) shall be liable to any BAward reciplent or other
person for. actions, inactions, decisions, indecisions or any other role in
relation Lo the Plan by a protected party if made or undertaken in good faith or
in reliance on the advice of counsel (who may be counsel for the <Cempany), or
made or undertaksn by someons othser than a protected party. ’

{(p] The Committes, in its discretion, may defer the payment of an Award, if
such payment would cause the anrnual remuneration of a Participant, who is a
Coverad Employee to be nondeductible  because it exceeds 51,000,000, Any such
deferral shall be clearly and expressly provided for by the Committee aad, in
the case of 4093 Awards (as defined in Section 17 belew) shall be subject to the
limitarions sat forth in the next sentence. Any such deferral (i} shall be until
‘the earlier of (A} the Participant’s separation from service (within the meaning
of Section 409RA and subject to the last sentence of subsection (o) above in the
case of. a specified employee), or {B) the next succeeding year (or years] in
_which the deduction of the payment will not be barred by application of Section
162{m) of the Code, (ii) is conditioned on all payments Lo similariy situated
Award recipients being treated in a reasonably consistent manner, {iii} 1is
conditioned on all payments to the Award recipient that could also be deferrad
on the basis of nondeductibility under Sectien 162{m} of the Code being
similarly delayed, and ({iv) shall not be applied to payments under Options or
3ARs.

(q) The Plan shall be construad and governed under the laws of the 3tate of
Delaware.
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SECTION 17

EFFECTIVE DATE AND STOCKHOLDER APPROVAL

) Tne Plan was originally adopted- effecfiive May 18, 2000, subject to
stockholder approval at the 2001 Annual Meeting. Any Awards granted prior to the -
2001 Annual Meeting were made subject to the receipt of such approval. No Awards
.~ will be granted under the Plan after the expiration of ten years from this
original Effective Date. The first amendment and restatement of the Plan was
effective May 18, 2007, upon stockholder approval at the 2007 Annual Mesting.
The first amendment and restatement was intended to allow Plan Awards to comply
with the Performance-Based Exception. This second amendment and restatement of
the Plan was adosted in October 2008 to be generally effective as of January 1,
2005, . in order te ensure compliarce with Section 40%A in the case of "405A
Awards," i.e., all Plan Awards that were not poth earned and wvested as of
December. 31, 2004, and 211 other Plan Awards that were materially medified after
October 3, 2004, determined inm each case within the meaning ¢f Sectien 4094,
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AMENDED EMPLOYMENT AGREEMENT

Mary A. Wilderotter

This AMENDED EMPLOYMENT AGREEMENT {the "Agreement”) is dated as of December
29, 2008 (the "Effective Date") by and between Frontier Communications
Corporation (the "Company™) and Mary A. Wilderotter (“Executiwve"). : ’

WHEREAS, Executive and the Company entered into an employment agreement
(the "Original Agreemsnt™) as of MNovember 1, 2004 (the "Original Effective
Date™!, embodying the terms of Executive's employment and pursuant to which
Executive has been serving as President .and Chief . Executive Officer of the
© Company;

~ WHEREAS, this Agreement amends and restates the Original ~"Agresment as of
the Effective Date in order, inter alia, to evidence formal compliaznce with
Section 40%& of the Internal Rewvenue Code of 1986, as amended, and the guidance
thereunder ' {such Section, referenced hereln as "Section 409A"; and such cede,
referenced herein as the "Code");

NOW, THEREFORE, ‘in consideration of the premises and mutual covenants
herein and for other good and waluable consideration, -the parties =agres as
follows: . .

1. Term of Employment. Subject’ to the provisions of S$Section & of this
Agreement, Executive. shall be employed by the Company, and any -of its
subsidiaries that the Board of Dirsctors of the Company (the "Board") shall
designate for a period commencing on the Original Effective Date and ending on
the fifth anniversarv thereof {(the "Initial Term"), on the terms and subject to
the conditions set forth in this Agreement. Following the Initial Term, the term
of employment under this Agreement shall automatically be renewed for additional
terms of one year on the last day of the Initial Term and each aaniversary of
the last day of the Initial Term {the Initial Term and any annual extensions of
the . term of -.this Agreement, referenced together herein as the  "Employment
Term"), subject to Section 8 of this Agreement, unless the Company or the
Executive gives the other party written notice of non-renewal at least 90 days
prior to such last day or anniversary. A written notice of non-remewal given by
the Company to the Executive shall be considered a Notice of Termination
{pursuant to Section 8({e) of this BAgresment) of a termination without Cause by
the Company and shall constitutzs a termination .without Cause under Section 8(c}
of this Agreement at the expiration of such Employment Term for all purposes
hersunder. ’ '

2. Position.

a. buring the Employment Term, Executive shall serve asz President and Chief
Executive Officer of the Company and shall report directly to the Board. In such
poszition, Executive shall have such duties and authority . commensurate with the
position of chief executive officer of a company of similar size and nature. As
soon.as practicable after the Original Effective Date, Executive shall become a
member ¢f the Board.
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. During the Empioyment Term, Executive will dewvote Executive's full
business time and best efforts {excluding any. periods of wvacation or sick leave}
to the performance of Executive's duties hereunder and will not engage in ‘any
other business, profession or occupation for compensation or otherwise which
would conflict or interfere with the renditlon of such services either directly
or indirectly, without the prior written  consent of the Board:; preovided.that
nothing hersin. shall préclude Exscutive (i) subject to the prior approval of the
Board, from accepting appointment to or continue to serve on any board of
directors or trustees of any business carpdration or any charitaple
crganization, or {(ii) from making personal or family  investments;  provided,
however, in each case under this Section 2(b) (i) or [ii) that such activities,
in the aggregate,  do not conflict or dinterfere with fthe performance of
Executive's duties heresunder or confifct with Section 10 of this Agreement.

3. Base Salary. During the FEmployment Term, the Company shall pay Executlve
a base salary at the annual rate of $700,000, payable by payrell check in
substantially equal periodic payments- in accordance with the Company's practices
for other executive employees, &S such practices may be determined from time to
‘time. Executive shall be entitled to such increases in Executive's base salary,
if any, as may be determined from time to time in the sole discretion of the
Board. Executive's annual base salary, as in effect  from time to time, is
hereinafter referred to as the "Base Salary".

4, Annual Bowus. During the Employment Term, Executive shall be eligible to
earn an annual cash bonns award [an "Annual  Beonus™),  pavable by payroll check,
with a target bonus amount egual to 100% of the Bass Salary (the "Target
Bonus"), with adjustments based on the schedules set forth-in the  Citizens
Incentive Plan or any successor plan, as sach may be amended from time to time
{the "Incentive Plan") but the adjustments shall in oo event be less favorable
to Executive  than those set forth in such Plan for the 2004 calendar year;
provided, however, that in no event shall the RAnnual Bonus in respect of the
2004 calendar vyear be less than $700,000. The Annual Bonus for a calendar year
shall be paid no later than permitted under the Incentive Plan and no later than
the date that other senior exscutive officers of the Company are paid their
zanual bonuses for such calendar year. '

5. Long-Term Ingentive. AS soon as practicable after the Qriginal Effective
Date, Executive shall upon commencement of her employment hersunder, receive a
grant of 150,000 restricted shares of Common Stock .{with the other grants
hereunder, the "Restricted Shares™). With respect to each fiscal year during the
Employment Term after 2004, the Company shall grant no later than each March of
the -follewing vyear (commencing with March, 2006) to Executive a number of
Restricted Shares with an aggregate wvalue on the date of sach grant equal to
between $1,000,000 and $7,000,000, a& determined by the Compensation Caommittesg
of the Beard {the "Compensation Committee"}. Subject to Section 8(b)(ii) (D} and
Section B{c} (iii»{E}, below, each annual grant of Restricted Shares shall vest
and become non-forfeitable as to 20% (25%, commencing with the grant in
February, 2007} of the shares initially granted, on each anniversary of the date
of grant and shall be fully vested and 100% non-forfeitable upon the Tifth
anniversary (fourth anniversary, commencing with thé grant ia February, 2007) of
the date of grant; provided, however, that Executive shall be entitled to
participate in any program the Company maintains ~to allow emplovees Lo use
vested shares for the payment of applicable taxes at the time of such vesting.
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6. Employee Benefits; Business Expenses.

a. Employee Benefits.  During the Employment Term, ExXecutive (and her
eligible depasndents) shall be entitled to participate in the Company’s pension,
profit sharing, medical, dental, life insurance and other employes benefit plans
(other than severance. plans) (the "Company Plans"j, as in effect from time to
time {collectively the "Employee Benefits") on the same basis. as those ‘benefits
are generally made  available to other senior exscutives of the Company, .at a
level of participation commensuzate with her position.

b. Business Expenses and Perquisites.

(i} Expenses. During the Employment Term, reasonable business expenses
incurred by Execntive in.the performance of Executive's duties hereunder
‘shall be reimbursed by the Company in accordancé’ with the Company's
policies. )

(ii} Perquisites. During the Employment Term, Executive shall be
entitled to receive such. perquisites as are generally made available to
other senior executives of the Company at .a level that {s commensurate with
her position. :

7. Relocation Period. During the period commencing on the Original
Effective Date and ending no later than the first anniversary thereof (the
"Relocation Pericd"), Executive is expected to arrange relocation from
California to  Connecticut on a permanent basis for her, her spouse and her
‘dependents. The Company shall, during the Relocation Period, pay or reimburse
Executive for all reasonable ax¥penses incurred for temporary housing, local
ground transportatiom, travel te and from California for her, her spouse and her
dependents, closing costs and moving expenses in coanecticen  with the purchase,
and sale of permanent housing and other costs and expenses during the Relocation
Period related to her maintaining - a  residehce separate from her family and
ralocating to Connectiecut; provided, however, - that no later than November 1,
2005, Executive shall have relocated to Connecticut and no further payments for
expenses under this Section 7 that are incurred.after the end of -the Relocation
Period shall be borne by the Company. The Company shall pay or reimburse
Executive under this Section 7 for all costs and expenses incurred, during the
Ralocation Period in an aggragate amount up to $500,000.

§. Terminaticn. .Executive's employment hersunder may be terminated by
aither party at any time and for any reason:; provided that Executive will be
roagquired to give the Company at least 60 days = advance written notice of any
resignation of Executive's employment (30 days if such resignation is for “Good
Reasocn” (as hereinafter defined)). Notwithstanding any other provision of this
Agreement other than Sectiom 13(l} through (p}, the provisicns of this Section 8
shall exclusively govern Executive’s rights upon termination of employment with
the Company. .

a. By the Company for <Cause or.by Executive Resignation Without Good
Reason.
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{i} The Employment Term and Executive's . employment fiareunder may be
terminated by the Company for Cause (as defined below) and shall terminate
automatically upon Executive's ' resignation ' without Good Reason; provided
that Exzecutive will be required to give the Company at least 60 days -
advance writtem notice of such resignation. For purposes of this Agreement,
a failure by Executive to have " effected. a relocation to  Connecticut,
reasonably acceptable to the Beard before November 1,” 2003, shall be. deemed
to be a resignation without Good Reason by Executive for all purposes
hercunder, effective as of November 1, 200%5; provided, however, 1if the
Board does not accept that such relocation has occurred before Novemper 1,
2005, Bxecutive shall be given written notice of that fact by the Board as
scon as reasonably practicable upen such. determination and the resolutien
of such - -issue shall be dealt with using the same procedurss as would be
used in the last two sentences of Ssction 8{a){ii).

. (ii) For purposes of this Agreement, "Cause" shall mean Executive's
(A} willful and continued failure. (other than as a result of physical or
‘mental illaess or injury) to perform her material duties (provided such
duties are as descriked. in Section 2) to the Company or its subsidlarzies
which continues beyond 10 days after a written demand for substantial
performance . is delivered to Executive by the Company (the "Cure Period"},
which demand - shall  identify and describe such fallure with sufficient
specificity to allow . Executive to respond; ({B] willful or inteational
conduct that causes material .and demonstrable injury, monetarily or
otherwise, to the Company; (C) conviction of, or a plea of nolo contéeadere
to, a crime constituting (x} a felony under the laws of the United States
or any state thereof, or {y} a misdemeancr invelving moral turpitude; or
(D) material breach of a material provision of this Agreement, including,
without limitation, engaging in any action in breach of Section 9 or
_Bection 10 of this Agreement, which continues beyond the Cure Period {to
the extent that, in the Board's reasonable Jjudgment, such breach can be
cured) .  For purposes of this Section 8(a)(ii}, ne act, or fallure to act,
on the part of Executive shall be considered "willful™ or Tintentional™
unless it is done, or omitted to be dong, by Executlve in bad fsith and
without  reascnable belief that Executive's action or inaction was in the
best interests of the Company. BAny. act, or failure to act, based upon
authority given pursuant to a resolution duly adopted by the Board or based
upon the. advice of counsel for the Company shall be conclusively presumed
to be done, or omitted to be done, by Executive in good faith and in the
pest interests of the Company. Any determination that Executive has engaged
in conduct for which the Board wishes to terminate Executive's amployment
shall be made after a meeting of the nonemployee directors of the Board at
which Executive shall be invited to appear, with counsel, to respond to the
allegations set forth in the written notlice to the Executive of such
meeting {which notice shall provide sufficient specificity to allow
Executive to respond to such allegations).  The Board may terminate the
Executive for "Cause" hereunder following such meeting only upon the
affirmative vote of at least 80 percent of the nonemployee directors.

If Executiwve's emplbyment is terminated by the Company for
Cause, or if Executive resigns without Good Reason, Executive shall be
erntitled to recelve:

(&) the Base Salary through the date of termination, pald in substsntially
egual periodic¢ installments on the -schedule.specified in Section 3 (but not less
fraequently than monthly); -

{B} any Annual Bonus carned but unpaid as of the date of " termination for

©any previcusly  completed fiscal year, paid ne later than permitted under the

Incentive Plan and no later than the date thaf other senior executive cofficers
of the Company are pald their annual bonuses for any such year:
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(C}- reimbursement for any unrsimbursed  business expenses progerly incurred
by Executive in accordance with Company policy prior to the dats, of Executive's
termination, paid at the time specified in Section 13imi;

(D} rany accrued but unpaid vacation, paid in accordance with the terms of
the Company's vacatien policy; and

[EY 'such Employee Benefits, if any, to which Exscutive may be entitled
under the.applicable Company Plans or hereunder (including, without limitation,
if applicable; -any Restricted 3hares) upon termination of employment hereunder
(the payments and benefits described in clauses (R} through (E) hereof being
referred to, collectively, as the "Accrued Rights").

As. necessary for  compliance with the raquirements of the Ceode and
notwithstanding any contrary provision of this subsection,  payments under this
subsection are subject to Section 13{1) through {p}. Follewing such termination
of Executive's employment by the Company for Cause or resignation by Executive,
except as set forth in this Section B(a){iii} and Section 8{g}, Executive shall
have no. further rights to any compensation or any other benefits wunder this
Agreement. i o

L. Disability or Death.

(i) Executive's employment hersunder shall terminate upon Executive's
death and may be terminated by the Company if Executive becomes .physically
or mentally dincapacitated and is therefore unakble for a pericd of six
consecutive months or for an aggregate of nine months in any 12 consecutive
month period to perform Executive's duties (such incapacity is hereinafter
referrad to as '"Disability"™). Any question as to the existence of the
Disability of Executive -as to,which Executive and the Company cannot agree
shall be determined in writing by a qualified inadependent phvsician
mutually acceptable to Executive and the Company. 1f Executive and the
Company cananot agree as to a gualified independent physician, each shall
appoint such a physician and those two physicians shall select a third who
shall make such determination in writing. The determination of Disability
made in writing to the Company and Executive shall be final and conclusive
for all purposes of the Agreement.

tii} Upen termination of Executive's aemployment hereunder for either
Disability or death, Executive or Executive’s estate tas the case may be}
shall be entitled to receiwve:

(n} the Accruéd Rights:

(B} continued payment of Executive's Base 3alary during the pericd
commencing on the date of Executive's rermination of employment and ending on
the date that is six months after the date of Executive's termination of
employment: (applying the definition of such term in Secticn 13(n}), paid in
substantially egual periodic installments on the schedule specified in Section
3, but not less frequently than monthly tsuch continued Szse Salary shall only
be subject to the six-month delay to the extent applicable -under Sectien 13{0]
and (p)):
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{C!} & pro rata portion of the Annual Bonus, equal to the product of {I} the
Annual Bonus that Executive would have raceived pursuant to the -Incentive FPlan
for the calendar vyear of Executive's terminztion of employment if her smployment
had. continued indefinitely, and (II) a fraction whose numerator equals the
numper of days the Executive was employed during such. year and whose denominator
is 365, payable as a cash lump sum ne later than permitted under the Incentive
Plan and no later than the date that other senior executive officers of the
Company are paid their annual bonuses for such year; and

(bt all Restricted Sharss thai have Dbeen granted as of the date of
Executive's btermination shall be fully vested and non-forfeitable a3 of such
date, and all options granted to'Executive that are not vested as of such date
shall become wvested and fully exercisable, and Executive shall not be entitled
to any further annual grants of Restricted Shares under Section 3 of this
Agreement..

{iii} Upon termination of - Executive's employment hereunder due to
fxecutive's death or Disability, - in addition to the benefits desscribed in
Section &(b}(ii} above, the Company shall provide Executive (in the event
of her Disability) and Executive's spouse with medical, dental, life
insurance and other health benefits (pursuant to the same Company Flans
that are medical, dental, life insurance and other health benefit plans and
that are in effect for active employees of the Company), unzil the second
anniversary of the date of Executive's death or Pisability.

{A) To the extent that such . medical, dJental or other health benefit plan
coverage is provided under a self-insured plan maintained by the Company (within
the meaning of Section 1035(h}) of the Ccde}:

{1) the charge to Executive for each month of coverage will aqual the
monthly COBRA charge establiished by the Company for such coverage in which
the Executive or the Executive's spouse (as applicable) is enrolled from
time to time, based on the coverage gengrally provided ~te salaried
employees [less the amount of any administrative charge typically agsessed
by ‘the Company as part of its COBRA charge), and Executive will be required
to pay such monthly charge in accordance with the Company's . standard COBRA
premium payment requlrements; and : o

(II] on the date -of Executive's termination of employment within the
meaning of Section 13(m), the Company will pay Executive a lump sum in cash
equal, in the aggregate, to the monthly COBRA charge established by the
Company on the payment.date for family coverage with respect to the highest
value Thealth coverage provided to salaried employees under such
self-insurad plan for each month of coverage in the two year pericd. For
this purpose, the Company's monthly COBRA charge for family coverage will
Be  increased by 10% on each January in the projected payment period and
such increased amount shall apply to each successive month in the calendar
year in which the increase became applicable. )
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(B} To the extent that such medical, dental or other health benefit plan
coverage 1s provided under a fully—inéured medical reimbursemeat plan (within
the meaning of Section 105({h} of the Code}, thers will be no charge td Executive
for-such coverage. -

As necessary‘ for compliance . with the requirements of the Code and
notwithstanding ‘any contrary provision of this subsection, payments under this
subsection are subject to Section 13{1l}  through {p}. Following Executive's
termination of, employment due to death or . Disability, except as set forth in
this Section 8{b) and Section 8(g}, Executive shall have no further rights to
any compensation or any other benefits under this Rgreement.

c. By the Company Without Cause or by GExscutive. Resignation with Good
Reason. .

{i] Executive's employment hereunder may be terminated (A} by the
Company without Cause (which shall not include Executive’s terminatien of
employment due to her death or Disability) or (B} by Executive with Good
Reason {as- defined below).

tii} For purposes of this Agreement, "Good Reason! shall mean:

(A} the material failure of the Company to pay or cause to be paid
Exscutive's Base Salary or Annual Bonus, or grant the Restricted Shares when due
hereunder, '

{B) any substantial and continuing diminution in  Executive's position,
authority.or responsibilities from those described ia Section 2 hereof,

) {C) a material relocation of Executive's principal office location, for
this puzpese, a relocation more than 50 miles from the -Company's Stamford,
Connecticut. headquarters area will be automatically deemed materizal, or

(D) any other material breach of a material provision cf this Agreement;

provided that any of the events descriked in subparagraphs- (A), (B}, (C) or (D}
of this Sectipn 8{c){ii} shall constitute Good Reason oniy if (I) .the Company
fails . tc cure such event within 30 days after receipt from. Executive of written
notice of the existence. of the event or circumstances constituting Good Reason
specified in any of the preceding clauses, which netice must be provided to the
Board within 90 days after Executive learns of the initial - existence of such
event or circumstances with sufficient specificity from Executive for the
Company to respond to such claim, and {II) Executive terminates employment with
the Company within two years after the initial existence of such event or
clircumstances.

{iii} If Executive's employment is terminated by the Company without
cause {other than by reason of death or Pisability} .or by Executlve with
Good Reason, subject to Executive’s satisfaction of the release
requirements set forth in Section 8(f){ii}, ' the Company (1} shall then pay
or provide to the Exacutive the compensation and bensfits described in
subparagraphs (A} and (D) below, (2} shall begin paving to the Executive.
the compensation described in svbparagraphs (B} and (C}, and (3) the =
vesting provided for by subparagraph {E) below shall apply, in each case on
the Expiration Date (as defined in Section B(£) (11)):
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{3) tha Accrued Rights;

(2} subject to Executive's continued compliance’ with the provisions of
Saction 9 and Section 10 of this Agreement, the amount that is sgqual to 1/36th
of the sum of - -

N {I) three times Executive's annual Base Salary in effect on the date
of Executive's termination of employment (the "Termination Date"), and

. (IT) two times ‘Executive's annual Target Bonus in effect’ on the
Terminatlion Date, :

shall be paid each month for the 3&-month . period commencing on'the Termination
Date (it being understocod that Executive shall receive no payment until the
Expiration Date at which time Executive shall receive a catch-up payment on the
Expiration Date that includes all monthly installments due for the period frem
the Termination Date through the Expiration Date) {(with such 36-month perioed -
constituting the "Severance Period") Isuch catch-up paymeat and continued
installments shall be subject to a six-month delay only to the extent applicable
under Section 13{c} and {p)}: provided, however, that payments described in this
subparagraph (B) that. are exempt from S3Section 403A shall be reduced or offset
entirely,-at the time such payments are otherwise required tc be made under this
subparagraph (B}, by any amounts due and owing by Executive to the Company for
funds borrowed from or advanced by the Company (to the extent permitted under
* applicable law};- ’

{C; continuaticn of medical, dental, Llife. insurance and other health
benefits (pursuant.to the same Company Plans that are medical, dental, life
insurance and other health benefit plans and that are in effect for active
employees . of the Company) with health benefit coverage retroactive | to the
Termination ~Date {once the -Expiration Date is reached and the release is in
effect), and then continuing until the earlier to occur.of the end cf the
Severance Period and the date on which Executive becomes  eligible to recaive
comparable benefits from any subsegquent employer.

(i} To the extent that such medical, dental.or other health benefit
plan coverage is provided ‘under a self-insured plan .malatained by the
cCompany (within the meaning of Section 105({h} of the Code}:

{1} the charge to Executive for each month of coverage will equal
the monthly COBRA charge established by the Company for such coverage
in which the Exacutive or the Executive's spouse {as applicable} is
enrolled from time to time, based on the coverage generally provided
to salaried emplovees (less the amount of any administrative charge
typically assessed by the Company as part of its COBRA charge), and
Executive will be required to pay such monthly * charge in accordance
with the Company’'s standard COBRA premium payment requirements; and

3
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(2) "upon termination of employment, the Company will pay
Exscutive a lump sum in cash equal, 1in thé aggregate,  to the.monthly
COBRA charge established by the Company on the payment date for family
coverage with respact to the highest value health coverage provided fte
salaried employees under such self-insured plan for -each month of
coverage in the -3&-mcnth  period. for this purpose, the Company's
monthly COBRAE charge for family coverage will be increased by 10% on
each January in the projected payment periocd, and such increased
smount shall apply to each successive month in the calendar vear in
which the increase became applicable. :

(II) To the extent that such medical, dental or cther health benefit
plan coverage is provided under a fully-insurad medical reimbursement plan
{within the meaning of Section 105(h) of the Code), there will be no charge
to Exeécutive for such coverage; and

(DY a lump sum equal to the full-year annual Target Boaus in effect on the
Terminaticn Date.

(£} A1l Restricted Shares shall be vested and non-forfeitable as of the
Expiration Date, and all options granted to Executive that are not vested as of
the Termination Date shall become vested, non-forfeitable and fully exercisable
on the Expiration Date, and Executive shall not be entitled to any further
annual grants of Restricted Shares under Section 5 of this Agreement.

As necessary for compliance with the reguizements of the Code and
notwithstanding any contrary provision of this subsection, payments under this
subsection are subject to Secticn - 13(1} thrcough (p). Following Executive's
termination of employment by the Company without Cause (other than by reason Qi
Executive's death or Disability) -or Executive with Good Reason, except as set
forth in Section 8{c)(iii) above and Sectiom B{g), Executive shall have no
further rights to any compensation or any other benefits under this Agreement.

d. Change in Control.

(i) Subject to Executive's satisfaction of the release reguirements
set forth ian Section 8(f)(ii), Executive , shall also be entitled to the
benefits set forth in Section 8(c) (iii} above if, within one year following
a Change in Control {defined below), Executive terminates her employment as
a result of: (A} any material decrease by the Company of the Base Salary or
Target Bonus: (B) any material decrease in Executive's pension benefit’
opportunities or any material diminution in the aggregate employee
benefits: or (C) . any material diminution -in -Executive's reporting
relationships, duties or responsibilities - including, without limitation,
ceasing to be a chief executive officer who reports dirsctly to the board
of directors of a public company (each, a "Constructive Termination
Event"}; provided that any of the events described zbove shall constitute a
Constructive . Termination Event conly if (¥} the Company fails to cure such .
event within 30 days after receipt.from Executive of written notice of the
existence of the event or circumstances constibtuting the Constructive
Termination FEvent, which notice must be provided to the Board within 30
days ' after Executive learns of the 1initial existence -of such event or
circumstances with sufficient specificity from Executive for the Company to
respond te such claim, and (Y} Executive terminates employment with the
Company within two years after the initial existence of such event or
circumstances. As necessary for compliance with the requirements of the
Code and notwithstanding any contrary provision of this subsection,
payments under this subsection are subject to Section 13(1) through (p).
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{iiy For purposes of this Agreement,' a "Change in Ceontrol" shzll be
deemed to have cccurrad: :

. {&) When any “person” as dafinad in Section 3{z2)(2) of the Zecurities
Exchange Act- of 1934, as amended (the T"Exchange Act™), and as used in Section
13{d} and 14{d) thereof, including a "group" as defined in Section 13{d) of the
Exchange Act ({but- excluding the Company and any subsidiary and any emplovee
benefit plan sponsored or maintained by the Company or.any subsidiary [including
any trustee of such plan acting as trustee)), directly or indirectly, becomes
the “beneficial owner" (as defined in Rule 134-3 under the Exchange Act), of
securities of the Company representing 50% or more of the combined voting power
of the Company's then cutstanding securities; or

(B} Upoh the consummation of any merger or other business combination
involving the Cempany, a sale of substantially all of the Company's assets,
liguidation or disscluticon of the Company or & combinaticn of the foregoing
‘transactions (the "Transactions"} other than a Transaction immediately following
which the shareholders of the Company immediately prior to the Transaction own,
in the same proportion, -at least 51% of the .wvoting power, directly or
ifdirectly, ‘of (i) the surviving corporation in any  such merger or other
business combination; (i1} the purchaser of or ' successor to the Company's
assets;  (iii}) both the surviving corporation and the purchaser in the event of
any combination of Transactions; or (ivl the parent company owning 100% of such
surviving. corporation, purchaser or beth the surviving corporation and the
purchaser, as the case may he. :

{1ii} Excess Parachute Payments.

(A) If it is determined {as hereafter provided} that any payment, benefit
or distribution by the Company to or for the benefit of Executive, whether paid
or payable -or distributed or distributable pursuant to the terms of this
Agreement or otherwise pursuant to or by reason of any other agreement, policy,
plan, program or arrangement, including without limitaticn any stock option,
restricted stock award, stock appreciation right or similar right, or the lapse
or termination of any restriction on or the vesting or exercisability of any of
the foregoing {(a "Severance Paymant”), would be subject to the exclse tax
imposed by Section 4333 ¢f the Code (or any successor provision thereto] by
_reason of belng "contingent on & change in cwnership or control™ of the.Company,
within the meaning of Section 280G of the Code {or any successor provision
thereto} or to any similar tax imposed by state or local law, or any iaterest or
penalties with respect to such excise tax (such tax or taxes, together with any
such interest and penalties, are hereafter collectively ~referred to as the
"Excise Tax™), then Executive shall receive the greater of (X) the zggreqate
amount of thé Severance FPayments, after payment by Executive of the Excise Tax
imposed on the aggregate Severance Payments, and {y) the aggregate amcunt of the
Severance Payments which could be pald to Executive under Section 280G of the
Code without . causing any loss of deduction te the Company under such Section
{the "Capped . Payments"); provided, however, that if the aggregate amount in
clause (x) of this subparagraph (&) is at least 125% of the aggregate amount
determined .under clause {y) of this subparagraph (&), the Company shall make
additional payments (each, a "Gross-Up Payment"} to Executive such that, after
pavment ~of all Excise Taxes and any other taxes pavable in respect of such

. Gross-Up Payment, Executive shall retain the same amount as if no Excise Tax had
been imposed. Notwithstanding the preceding sentence, the Company's obligation
to make a Gross-Up Payment shall be subject to Executive's satisfaction of the
release requirements set forth-in Section 8(f}{ii) to the sxtent the Gross-Up
paymént ig related to a Severance Payment that is pavable upon ' termination of
Exacutive's employment. If the Executive will be paid. the Capped Payments
pursuant to clause (y) of this subparagraph (A), then the Executive's aggregate
Severance -Payments shall be reduced in-the following - order (i) cash severance
pay that is exempt from Secticn 409A, (iil) any lump sum described in Section
8(c) (iiiy{Cy-(1r (27, {iii) any other cash severance pay, fiv) any other cash
pavable that is a Severance Payment other than stock appreciation rights, (v}
any stock appreciation rights, {vi} any restricted stock, and fvii} stock
options.
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. . B

(BY Subject to the provisions of Section g{cy {iii) {A) hersof, all
determinaticns required to be made under this.Section 8{d), lncluding whether an
Excise Tax is payable by Executive and the amount of such Excise Tax, shall 'be
made by the nationally recognized firm of certified public accountants {the
"Accounting Firm®) used by the Company prior to the relevant "change in
ewnership or -control" (or, if such Accounting Firm declines to serve, -the
Lecounting  Firm shall be a naticnally recognized Firm of certified public
accountants sslected by Executive). The Accounting Firm shall be directed by the
Company or Executive to submit its preliminary determination and detailed
supperting calculations fo both the Company and Executive withia 15 calendar
days after the date of Executive’s termination of employment, if appiicable, and
any other such time or times as may be regquested by the Company or Executive. If
the Acecounting Firm determines that any .Excise Tax is payable by.Executive, the
Company ~shall either (x) make payment ‘of the Sewverance Payments, ‘less all
amounts withheld in respect of the Excise Tax, as required by applicable law,
{or, if applicable, the Gross-Up Payment) or {y} reduce the Severance Payments
{as described in the last sentence of subparagraph (&) above} by the amounts
which, based on the Accounting Firm's determination and calculations, would
provide . Executive with the Capped Paymeants, ‘and pay to Executive such reduced
amotints. IF the " Accounting Firm determines that no Exclse Tax is pavable by
Executive, it shall, at the same time as it makes such determinaticn, furnish
Executive with an opinion that she has substantial - authority not to report. any
Excise Tax on her federal, state, local income or other tax return. ALl fees and
expenses of the Accounting Firm shall be paid by the Company in connecticen with
‘the calculations required by this Section.

(C) If the Company is cbligated to make a Gross-Up Payment, it will be paid
to Executive, or remitted by the Company to the appropriate tax authorities to
the extent subject to withholding, in a lump sum (I} in the case of Gross-Up
Payment that is subject to the release requirements set ferth in  Sectien
81f) (ii), on the later of (x) the date that the Excise Tax is due (through -

" withholding or otherwise) or {y) the first day following the Expiration Date, or
(II} in the case of any other Gross-Up Payment, on the date that the Excise Tax
iz due ({through withholding or otherwise}, but subject in each case to any
six-month delay that is applicable’in accordance with Section 13{p).
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. 4

{0} The federal, state and local  income or other tax .returas filad by
Executive T{or any filing made by 2 consolidated tax group which includes the
Company} shall he prepared .and filed on a  consistent ' basis with the
determination of the Rccounting Firm with respect to the Exclse Tax payable by
Executive. Executive shall make proper payment of the amount of any Excise Tax,
.and at the  reguest of the Company, provide to the Company- true and correct
copies [with any amendments) of har federal incoeme tax return.as filed with the
Tnrzernal Revenue Service and corresponding state and local tax returns, if
relevant, as filed with the applicable- taxing authority,  znd such other
documents reasonably requested by the Company, evidencing such payment.

(E} It is possible that, afier the determinations made pursuant to this
_Section B(d)({iii), Executive will receive Sewverance Payments and Gross-Up
Payments that are;, in the aggregate, either more or less than the amounts
provided in subparagraph (A} of this Secticn 8(d){iii) (hereafter referred to as
an "Excess Payment” or T"Underpayment™, respectively). If it is established,
pursuant to a final determination of a court or an Internal Revenue Service
proceeding, that an Excess Payment has been made, then Executive shall refund
the Excess Payment to the Company promgtly on demand, together with an
additional payment-in aa amount equal to the product obtained by multiplying the
Excess Payment times the applicable. annual federal rate (as determined in and
under Section 1274{d) of the Cods) times 2 fraction whose numerator is the
number of days elapsed £rom the date of Exetutive's receipt of such Excess
Payment through the date of such refund and whose denominator is 365. In the
event that it is determined {x) by arbitration under Section 12 below, (y} by a
court of competent jurisdiction, or (2) by the Accounting Firm upon request by
Executive ‘or the Company, that an Underpayment has occurred, the Company shall
pay an amount . equal to the Underpayment to Executive within 10 days of such
determination together with an additional payment in an amount equal to the
product ‘obtained by multiplying the Underpayment times the applicable annual
federal rate (as determined in and under Section 1274(d) of the Code) times a
fraction whose numerator is the number of days elapsed Tfrom the date of the
Underpayment through the date of such payment and whose denominator is 365,

a. Notice of Terminaticn. Any purported termination of employment by the
Company or by Executive (other than "due to Executive's death) shall be
communicated by written . HNotice of Termination to the other party hereto in
accordance with Secticn 13(h) hereof. For purposes of this Agreement, a "Notice
of Termination™ shall mean a notice which shall indicate the specific
termination orovision in this Agreement relied upon and shall set forth in
reasonable detail the facts and circumstances claimed to provide a hasis for
termination of emplovment under the provision so iadicated.

f. Board/Committee Resignation; Execution of Release of all Claims.

(i} Upon termination of Executive’'s employment for any - reason,
Exacutive agrees to resign, as of the date of such termination and to the
extent applicable, from the Board (and any committees thereof) and the
board of directors {and any committees thereof) of any of the Company’s
subsidiaries or affiliates.
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{ii) Upon termination of Executive's employment for any reason other .
than death or Disability, Executive agrees to execute d ralease of all then
existing c¢laims =gainst the Company, its subsidiaries, affiliates,
shareholders; directors,. ¢fficers, employees and agents in relation o
claims relating.to oz arising out of -her employment or the business of the
Company} provided, however, that any such release shall not bar or prevent
Executive from responding to any litigation .or other *procesding initiated
by a released party and asserting any clalm or counterclaim she has in such

- litigation o other proceeding as if no such release had besn given as to
such party, nor shall it bar Executive from claiming her rights that arise
under, or that are preserved by, this Agreement. Notwithstanding anything
set forth in this Agreement to the. contrary, “upon termination of
‘Ekecutive's employment for any reason cother than death or Disability,
Executive shall not receive any payments or benefits to which she may be
entitled hereunder {other than thoge which by law cannot be subject to the
execution of a release, which shall be paid without regard to any release
either (A) at the time when due, or (B} as of Executiwve's Termination Date,
if the specific payment or benefit is subject to Section 40%A and a payment’
date sufficient to satisfy Sectlon 403%% i1s not cotherwise stated for such
payment ‘or benefit) unless. Executlve satisfies the release requirements of
this Section §{f}{ii). The release required by this Section §(f}{ii} shall
be provided te the Executive not later than the Termipation Date and shall
be” substantially identical to the release attached teo this Agreement -as
Exhibit A. To comply with this Secticen 8(f){ii), Executive must sign and
raturn the release within 45 days of the Termination Date, and Executive
must not revoke it during a seven-day revocation - pericd that begins when
the release is signed and. returned to the Company. Then £following. the
expiration of this revocation peried, there shall occur the "Expiration
Date,”  which is the &53zd day following the Executive's termination of
cemplovment .

g. Indemnification. While emploved hereunder and thereafter, with respect
to the period during. which she was employed hereunder, Executive shall be
indamnified by the. Company to the fullest extent permitted by its charter,
by-laws or the terms of any insurance or other indemnity policy applicable to
officers or directors of the Company {including any rights to advances or
reimbursement of legal fees thersunder). The .Company shall provide that
Executive's right to indemnification heresunder by the Company or any insurance
or indemnity policy shall at no time be less than the right of any officer or
director of the Company, in the same or similar circumstances. The Company's
cbligation wunder this Section 8(g) shall survive any terminaticn of Executive's
employment hereunder or the expiration or termination of this Agreement.

9. Non—Competition/Noﬁ?Solicitatioanon-Disparagement.

a. Exscutive acknowledges and recognizes the highly competitive nature of
" the businesses of the Employer and its affiliates and accordingly agrees that,
during the Employment Term and, for a period of one year following any
termination of Executive's employment with the Company {the "Restrictad
Pericd”), Executive will not, whether on Executive's own behalf or on behalf of
or in conjunction with any person, firm, partnership, joint wventure,
association, . corporaticn or other business organization, entity or enterprise
whatsoever ("Person"), directly or indirectly engage.ln any business that
directly or indirectly competes in any material way with the primary business of
‘the Company:

(i} During the Restricted Pericd, Executive will aot, whether on

Executive's own behalf or on behalf of or in conjunction with any Person,
directly cor indirectly:
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s . . .
(&} solicit or encourags any employee of the Company or its affiliates to
leave the employment of the Company or its affiliates; or

(8} -hire any. such employee who was employed by the Company. or its
affiliates as of the date of Executive's -termination of employment with the
Company or who left the employment of the Company or its affiliates ceolncident
with, = or within one year prior te or after, the termination of Executive's
employment with the Company.

. b. Executive shall not at any rime issue any press release or make any
public statement about the Company or . any director, officer, employee,
successor, - parent, subsidiary or agent or representative of, or attorney to the
Company (any of the foregoing, a "Company Affiliate”) regarding (i} any of the
~foregoing's financial status, business, services, business methods, compliance
with liaws, or ethics or otherwise, or {ii} -regarding Company -personnel,
directors, officers, employees, attorneys, agents, that, in either case, is
intended or reascnably likely to disparage the Company or .any Company Affiliate,
or otherwise degrade any Company Affiliate's reputation in the business,
industry or legal community in which any such Company Affiliate operates and,
the Company shall not at any time ' issue any press release or make any public
statement about Exacutive or her speuse that is intended or reasonably liksly to
disparage Executive’s reputation in the business, industry or legal community or
otherwise -degrade her or his reputation or standing in their community;
provided, - that, Executive and the Company shall be permitted to {ay make any
statement that is required by applicable securities or other laws to be inclugded
in a filing -or disclosure’ deocument, - subject to prior notice to the other.
thereof, and (b} defend herself or itself "against any - statement made by the
other party (including those made by any Company Affiliate or by any person
affiliated with.the Fxecutive or her spouse} that is iatended or reasonably
likely to disparage or otherwise degrade that party's reputation, only if thers
is & reasonable belief that the statements made in such defense are not false
statements, [c} while employed as an officer of the Company, make any statement
that Exscutive determines in good faith is necessary or appropriate to the
discharge of her duties as an officer of the Company, and {d) orovide truthful
testimony in any legal proceeding.

c. It is expressly understood and agreed that although Zxecutive and the
Company consider the restrictions contained in this Section 9 to be reasonable,
if a final judicial determination is made by a court of competent Jjurisdiction
that the time or territory or any other restriction conptainad in this Agreement
is an -unenforceable restriction against Executive, the  provisions of this
Agreement shall not be rendered void but shall be deemed amended to apply as to
such maximum time and territery and to such maximum extent as such court may
judicially determine or indicate to be enforceable. Alternatively, if any court
of competent jurisdiction finds that any restriction contained in this Agreement
is unenforceable, and such restriction cannot ke amended so as to make it
enforceable, such  findiag ‘shall not affect the enforceability of any of the
other restrictions. contained herein.

10. Confidentiality.

a. Execufive will not at any time (whether during or after Executive's
employment . with the Ceompany) (i) retain or use for the benefit, purposes or
account of Executive or any other Person; or (ii) other than in the course of
performing services for the Company znd in  accordance with the Company's
policies from time to time, discloese, divulge, - reveal, communicates, sShare,
transfer or provide access to any Person outside the Company’ {orher than its
professional advisers who are bound by’ confidentiality obligations}, any
non-public, proprietary or confidential Iinformation -- including without
limitation rates, trade secrets, know-how, research and development, software,
databases, inventions, processes, formulae, technology, designs and other
intellectual property, information concerning finances, investments, profits,
pricing, costs, products, services, vendors, customers, clients, partners,
investors, persoansl, compensation, recruiting, training, advertising, sales,
marketing, -promotions, government and regulatory activities and approvals —-—
concerning the past, current or future business, activities and cperations of
the Company, its subsidiaries or affiliates and/or any third party that has
disclosed or provided any of same to the Company on a confidential basis
("Confidential Information")  without the prior written authorization of the
Board.
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b, "Confidential Information" shall not include any information that iz (i)~
generally known to the tindustry or the - public .other than as a result of
Executive's breach of this covenant or any breach of other confildentiality
obligations by third parties; (ii) after  Executive's. employment with the
Company, made legitimately available to Executive by a third party without
oreach of any. confidentiality obligation; or ({iii) reguired by law to be
disclosed:; provided that Execukive shall give prompt written notice to the.
Company of such requirement, disclose no mere information than is so required,
and cooperate with any attempts by the Company to obtain a protective order oz
similar treatment, : -

z. Upon termination of Executive's . employment with the Company. for any
reascn, - Executive shall immediately destroy, delete, or retuxn to the Company,
at the Company's opticn, -all ~originals and copies in any Fform or medium
{including memoranda, books, papers, plans, computer files, letters and other
data) in Executive's. possession or centrol (including any of the foregoling
stored or located in Executive's office, home, -laptop or other computer, whether
or not Company  property) that contain Confidential Information or otherwise
relate to any material aspects of the business [that are not otherwise avallable
tc the public) of the Company, its &2ffiliates and subsidiaries, except that
Executive may retain only those portions of any decuments, personal notes,
notebocks and diaries that do not contain any Confidential Information.

d. The provisions of this Section 10-shall survive the termination of
Executive's employment for any zeason.

11.  Specific - Performance. Executive acknowledges and agrees . that the
Employer's remedies at law for a breach. or threatened breach - of any of the
provisions of Section 2 or Section 10 of this Agreement would be inadequate and
the Company would  suffer irreparable damages as a result of such breach or
threatened breach. In recognition of this fact, Executive agrees that, in the
event of such a.breach or threatened breach, in addition to any remedies at law,
the Company, without posting any bond, shall be entitled to cease making any
payments or providing any benefit otherwise reguired by this Agreement and
obtain equitable relief in .the zZorm of specific performance, temporary
rastraining order, ftemporary or permanent injunction . or any other eqguitable
remedy which may then be available. In the event of an alleged breach of Section
9(b) by the Company, Executive shall not be reguired te post a bond in order to
seek equitable relilef or any other eguitable remedy. '
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12. Arbitration. Except as provided ~in Bection - 11, any other dispute
arising cut of or asserting hreach of this Agreement, or any statutory or common
law claim by Executive relating to her employment under this Agrsement or the
termination thereof (including any tort or discrimination <¢laim), shall be
exclusively resolved by binding statutory arbitraticn in accordance with the
Employment Dispute Resclution Rules of the Emerican Arbitration Association.
Such arbitration process shall take place in New York, New York. . A court of
competent jurisdiction may enter judgment upon the arbitrator's award. All costs
and expenses of arbitration (including fees and disbursements of counsel) shall
he borne by the respective ' party incurring such costs and expenses, ‘uniess the
arpitrator shall award costs and expenses to the prevalling party in such
arbitration.

13. Miscellaneous.

a. Goverﬁing Law., This Agreement shall be governed by and construed in
-accordance with the laws of the State of Connecticut, without regard to
conflicts of laws principles thereof.

k. Entire Agreement/Amendments., This Agreement contains the entire
understanding of the parties with respect to the employment of Executive by the
Company. There are no restrictions, agreements, promises, warranties, covenants
or undertakings between the parties with respect to the subiect matter heresin
other than those expressly set forth herein. This Agreement may not be altered,
modified or amended except by written instrument signed by the parties hereto.

¢. No Wailver. The failure of a party to insist upon strict adherence to any
term of this Agreement on any occasion shall not be considered a walver cof such
party's rights or deprive such party of the right thereafter to insist .upon
strici adherence to that rerm or any other term of this Agreement.

¢, Severability. In the event that any one or more of the provisions of
this Agreement shall be or become invalid, 'illegal or unenforceable 1in any
raspect, the walidity, legality and snforceability of the remaining provisicns
of this Agreement shall not be affected thereby. ’

e. Assignment. This Agreement, and all of Executive's rights and duyties
harsunder, shall not be assignable or delegable by Executive. Any purperted
assignment or delegation by Executive in violation of the foregoing. shall be
null and void ab initico and of no force and effect. This Agreement - may he
assigned by the Company to a person or entity .which 1s an affiliate or a
successor in- interest to substantially all of the business o¢operations of the
Company. Upon such assigament, the rights and okligations of the Company
hereunder shall become the rights and obligations of such affiliate or successer
person or entity.

f. Set Off; Mitigation. The Company's obligation fo pay Executive the
amounts provided and to make the arrangements  provided hereunder shall not be
subject to set-off, counterclaim or recoupment of amounts owed by Executive to
the Company or its affiliates, other than any amounts due and owing as provided
for under Section 8{c){iii){C). heresof. Executive shall nct be required to
mitigate the amount of any payment provided for pursuant te this Agreement by
seeking other employment or otherwise and the amount c¢f any payment provided . for
pursuant to this Agreement shall not be reduced by any compensaticn earned as a
result of Exscutive'’s c¢ther emoployment or otherwise.
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g. Successors; Binding Agreement. This Agreement shall inure to the benefit
of and be binding upcon the Company and its subsidiaries and Executive and any
personal or legal representatives, - -executors,  administrators, successors,
assigns, heirs, distributees, -devisees and lsgatees. Further, the Company will
reguire any. successor (whether, direct or indirect, by purchase, mérger,
‘conzelidation or otherwise) to all or substantially all of the business and/or
assets of the Company to assume expressly and agree to perform this Agreement in
the same manner and to the same extent that the Company would be required to
perform it if no such succession had taken place. As used in this Agreement,
“Company" shall mean the Company and any successor te its business and/or assets
which is regquired by this Section .13(g) to assume and agree to perform this
‘Agfeement or which otherwise assumes and agrees to perform this Agreement;
provided, - however, in the event that any successor, as described above, agrees
to assume this Agreement 1n accordance with the preceding sentence, .as of the
date such successor so assumes this Agreement, the Company shall cesse to be
liable for any of the obligations contained in this Agreement. .

h. Notice. For. the purpose of this Agreement, notices "and all - other
communications provided for in the Agreement shall be in writing and shall ke
deemed to have peen duly given when delivered by hand or overnight courier or
three days after it has been mailed by United States registered mail, vreturn
receipt requested, postage prepaid, addressed to the respective addresses set
forth below in this Agreement, or to such other address as either party may have .
furnished to the other in writing in accordance herewith, except that notice of
change of address shall be effective only upon receipt.

If to the Company:

Frontier Communications Cerporation
Three High Ridge Park

Building 3 :

Stamford, Connecticut 06505
Attention: Hilary E. Glassman, Efsq.

If to Executive:

To the most recent address of Exscutive set forth in, the perscnnel
records of the Company. . :

With a copy to:
Morrison Cohen LLE
90% Third Awvenue
27th Fleoor

New-York, MNew York 10022
Attn: Robert M. Sedgwick, Esg.
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i. Executive Representation. Executive hereby represents to the Company
that the execution and delivery of this Agreement by Executive and the Company
and. the performance by Executive of Exécutive's duties hereunder shall not
constitute 2 breach of, or otherwise . contravene, +the terms of any employmeat
agreement or. other agreement or policy to which Executive is a party oz
otherwiss bound, whether with the Prior Emplover or otherwise. ’

5. Prieor ~BAgreements. This Agreement supercedes all prier agreements and
‘understandings " .{including verbal agreements} between Executive and the Company
and/or its affiliates. regarding the terms and - conditions of Executive's
employment with the Company and/er its affiliates.

k. Cooperation. Executive shall provide Executive's reasonable cocperation
in connection with any.action or preoceeding (or any appeal  from any action or
proceeding} which relates to events -occurring during Executive's employment
hereunder, This provision shall survive any termination of this Agreement.

1. Withholding Taxes. The Company may withhold from any amounts payable
under this Agreement such Federal, state and local taxes &s may be required to
be withheld pursuant to any applicable law or regulation.

m. Expense Reimbursements, To the extent that any expense reimbursement
provided for by this Agreement does not gqualify for exclusion from Federal
income taxation, the Company will make the reimbursement .only if Executiwve
incurs the corresponding expense during the term of this Agreement and submits
the request for = reimbursement no later than two months prier to the last day of
the calendar year following the calendar year in which the expense was incurred
so that the Company can make the reimbursement on or before the last day of the
calendar yvear following the calendar year in which the-expense was incurred; the
amount. of expenses ellaible for such reimbursement during a calendar year will
not affect the amount of expenses eligible for such reimbursement in another
calendar year; and the right to such reimbursement is neot subject to ligquidation
or axchange for another benefit from the Company.

n. Meaning of Termination of Emp;oyment. Solely as neceésary to comply with
Section’ 409A and to this extent for purposes of Section 8(b)(ii), Section

g(b) (iii), = Section 8(c) (iii}, Secticn 8(d) (i), Section 8{f}(ii), Section 13{oj,
Section 13{p} and any.cther prowvision where this definition is .specifically
raferenced, "termination <©f employment!” shall have the same meaning as

"separation  from service™ under Section 40%A({a){(2){A){i) of the Code.. In
addition, teo-avoid having such a separation from service occur after the
Executive's termination of employment, the Executive shall not have {after the
Executive's  termination of employment) any duties or responsibilities that are
inconsistent with the termination of employment being treated as such a
separation from service as of the date of such termination. -

o. Imatallment Pavments. For purposes of Section 8(b) (ii}{B) with respect
to amounts payable in the event of termination of employment on account of
Disability and Section 8{c)(iii)(C) with respect to amount payable in the event
of termination of Executive's employment by the Company without Cause or by
Executive with Good Reason or Constructive Tarmination Event, each such payment -
is & separate pavment within the meaning of the f£inal regulations under Section
409A. Each such payment that is made within 2-1/2 months following the end of
the year that contains the date of Executive's termination. of semployment is
intended to be exempt from Section 409A as a short-term deferral within the
mganing of the final regulations under Sectilcn 4097, each such payment that is
made later than 2-1/2 months following the end of the year that contains the
date of Executive's termination of employment is intended to be exempt under the
two-times excepticn of Treasury Reg. Ss. 1.2082-11{p) ({9){iii} up to the
timitation on the availability of such exception specified in such regulation,
and each such payment that is made after the two-times exception ceases to be
available shall be subject to delay in accordance with Section 13(p) below.
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p. Section 40%A. This Agreement will be construed.and administered to
preserve the exemption from  Section 409 of pavments that qualify as a
short-term defarral or that gualify for the two-times exception., With respect to
other amounts that arge subject to Section 4093, it is intended, and this
Agreement will be so construed, that any such amounts payable under this
Agreement and the Company's.and Executive's exercise of authority or discration
hersunder shall comply with the provisions of Section 40%A and the treasury
ragulations relating thereto so as not to subject Executive to the payment of
interest and additional tax that may be imposed under Secticn 409A. As a result,
in the ewvent Executive is a "specified employee" on the date of Executive's
termination . of - employment (with sich status determined by the Company in
accordance with rules -established by the Company in writing in advance of the
"specified employee identification date™ that relates to the date of Executive's
termination of employment or, if later, by December 31, 2008, or in the absence
of © such’ rules established by the Company, under the default rules for
identifying specified employees under Section 4094), any payment that is subject
to Section 40%AR, that is payable to Executive in connecticon with Executive's
termination of .employment,. . shall not be paid earlier than six months after such
termination of employment (1f Executive dies after the date of Executive's
termination of employment but before any payment has been made, such remainiag
payments that were or could have been delayed will be paid fo Executive's estate
without regard to such six~month delay}. This Section 13{p) is an absclutely
superseding provision under this Agreement. This means +that it will apply
notwithstanding other prowvisions in the Agreement that permit or require payment -
at an earlier time {(and notwithstanding terms .in such other provisions that may
provide - for thelr application witheut regard to other provisions of the
Agreement) .

g. Counterparts. This Agreement may bg signed in counterparts, each of
which shall be an original, with the same effact as if the signaturzs thereto
and hereto were upon the same instrument.
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IN WITNESS WHEREQF, the parties hereto have duly executed this Agreemsnt
of the day and year first above written. - :

FRONTIER COMMUNICATIONS CORPORATION:

Frontier Communications Corporation

By: s/ Hilary Glassman
Name: Hilary Glassman
Title: Senior Vice President & Gensaral Counsel

EXECUTIVE:

/s/ Mary Agnes Wilderotter

Mary A. Wilderotter
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Exhibit 10.13

AMENDED EMPLOYMENT AGREEMENT
Robert Larscn

. Thig AMENDED EMPLOYMENT AGREEMENT (the "agreement”) is datad as of December
24, 2008 (the “Effective Date”™} by and between Frontier Communications
Corporation (the "Company™) and Robert Larson ("Executive")., -

WHEREAS, Executive and the. Company entered into an employment agreemant
{the "0Original Agreement™} as cf September 1, 2004 (The "Original Effective
Date'"), embodying the terms of Executive's employment and pursuant to which
Executive has been serving as a2 Sernior Vice President and as the Company's
Controller-and Chief Accounting Oifficer; and

WHEREAS, this Agreement smends and restates the Original Agreement as of
the Effective Date in order, inter alia, to evidence formal <compliance with
Section 40%A of the laternal Revenue Code of 1986, as amended, and the guidance.
thereunder = (such Section, . referenced herein as "Section 409A"; and such code,
referenced herein as the "Code™); : :

NOW, THEREFORE, in consideration of the premises and mutual covenants
hersin and for other good and wvaluable consideration, the parties agree as
£ollows:

1. Term of Employment. Subject to the provisions of Section 8 of this
Agreement, Executive shall be employed by the  Company, and any of its
subsidiaries that the Chief Executive 0Officer (the "CEO™) or the Board of
Directprs of the Company {the "Board”) shall designate for a period commencing
on the Original Effective Date and ending on the fifth anniversary thersof (the
‘"Tnitizl Term™), on the terms and subject to the conditions set forth in this
Agreement. - Following the Initial Term, the term of employment ~under this
Agreement shall automatically be renewed for additicnal terms ¢f one year on the
last day of the Initial Term and each anniversary of the last day of the Initial
.Term" (the Initial Term and any annual extensions of the term of this Agreement,
referenced together herein as the "Employment Term"), subject to Section 8 of
this Agreement, unless the  Company or the Executive .  gives the other party
written notice of non-renewal at least ninety (90} days prior to such last day
or anniversary.

2. Positiomn.

a. During the Employment Term, Executiwve shall serve as Senlor Vice
President and as the Company's Controller and Chief Accounting Qfficer and shall |
report directly to the Chief Financial 0Officer of the Company. In such position,
Executive shall have such duties and authority commensurate with the position of
controller and chief accounting officer of a company of similar size and nature
and as the Company's Chief Financial Officer shall otherwise determine from time
to time. .

b. During the Employment Term, Executive will devote Executive's full
business time and best effoérts {excluding any periods of wvacation or sick leave)
to the performance of Executive's duties hereunder and will not engage in any
other business, profession or occupation for compensation or otherwise which
would conflict or interfere with the rendition of such services " either directly
or indirectly, without the prior written .consent of the Board: provided that
nothing herein shall preclude Executive, subject to the prior approval of the
Board, £rom accepting appointment to or continue to serve on any  board of
directors or trustees of any business corporation = or -any charitable
organization, provided in each case in the aggregate, that such activities do
not conflict or interfere with the performance of Executive's duties hereunder
or conflict with Section 10 of this Agreement.
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3. Base Salary. During the Empioyment Term, the Company shall pay Executive
a basd salary at the annual rate of $175,000, payable in substantially. equal
veriodic payments in accordance with the Company's practices for other executive
employees,. 4S5 such practices may be determined £rom time to time. Executive
shall be entitled to such increases in Executive's base salary, 1if any, as may
be determined from time Zo time in the socle discretion of the Chief  Financial
Cfficer, the CEG and the Beoard. Executive's annual base salary, as in sffect
from time to time, is hereinafter referred to as the "Base Salarv.™.

4. Annual Bonus. During the Employment Term, Executive shall be eligible to
earn an annual benus award (an "Annual Bonus"), with a target boaus amount equal
to 50% of the Base Salary (the "Target Bonus"), with adjustments based on the
schadules set forth in the Citizens Incentive Plan ¢r any successor plan, as
each 'may be amended from time to time (the "Incentive .Plan"), --but the
adjustments  shall in no event be less favorable Lo Executive than tliose set
forth in such Plan for the 2004 cslendar vyear. ‘The Asnual Bonus for a calendar
year shall be paid no later than permitted under the Incentive Plan and no later
than the date. that cother  officers of the Company are paid their annual bonuses
for suchn calendar year. :

5, Long-Term Incentive, With respect to each fiscal yéaf during the
Employment Term, the Company shall grant no later than each March of the
- following vear to Executlive a number of restricted shares of common stock (the

"Rastricted Shares"™) with an aggregate value equal to betwaen $200,000 and
$300,000; as determined Dy Tthe Compensation Committee of the Beard (the
"Compensaticn Committee™) . Subject to Secticn §{b) (11) (D} -and  Section

8(c) (iii) {E}, below, ~ each annual grant of Restricted Shares - shall vest and
bacome . non-forfeitable as to twenty {20) percent of the shares  initially
granted, on each anniversary of the date of grant and shall be fully vested and
100 parcent non-forfeitable upon the fifth anniversary of the date of grant.

6. Employee Benefits; Business Expenses.

a. Employee Benefits. During the Employvment Term, Executive (and his
eligible dependents) shall be =zntitled to participate in the Cempany's pension,
profit sharing, medical, dental, life insurance and other emplovee benefif plans
{other than severance plans) (the "Company Plans"™),. as in effect from time to
time {collectively the "Employvee Benefits™)} on the same basls as those benefits
are generally made avallable to. other executives at his level of the Company,

. b. Business Expenses. During the Employment Term, reasonable Dbusiness
“expenses incurred by Executive in the performance of Executiwve's dutles
hereunder shall be reimbursed by the Company in accordance - with the Company’s
policies. :

7. [Intentizally Left Blank.]

8. Termination. Executiwve’s employment hereunder may be terminated by
elther party at any time and for any reascn; provided that . Executive will be
required to give the Company at least 60 days advance written notice of any
resignation of Executive's employment. Notwithstanding any other provision of
this Agreement other than Section 13{(1} through {(p), the provisicns of this
Section B shall exclusively govern Executive's rights upon termination of
employment with the Company. :

Source: FRONTIER COMMUNICATE, 10-K, February 27, 2009



a. By the Company For Cause or By Executive Resignation Without Good
Reason. . :

ti) - The Employment Term and Exscutive’s employment hersunder may be
rerminated by {he Company for Cause {as defined below) and shall terminate
atomatically upon Executive's resignation without Good Reason; provided that
Executive will be required to g¢give the Company at least 60 days advance written
netice of such resigmation.

(ii) For purposes of this Agreement, "Cause™ shall mean Executive's (&)
willful and continued f£ailure (other than as a result of physical or mental
illness or injury) o parform his material dutiss {as described in Section 2} to
the Company oi its subsidiaries which continues beyond 10 days after a written
demand - for substantial performance is delivered teo Executive by the Company (the
"Cure Period"},  which demand shall identify and describe such failure with
sufficient specificityv to allow Executive to respond; (B} willful or intentional
conduck that causes material and demonstrable injury, monetarily or otherwise,
to the Company; (C) conviction of, or 2 plea of nolc .contenders to, a crime
constituting (x).a felony under - the law$ of the United States:  or any state
‘thereof or (y) a misdemeanor involving moral turpitude! or (D) material breach
of this Agreement, including, without 3iimitation, engaging in any action in
breach of Section 9 or Section 10 of this Agreement, - which continues beyond the.
Cure Period (to the extent that, in the Beoard's reasonable judgment, such breach

“can be cured) . For purposes of this Section 8(a)t(ii}, no act, or failure to act,
on the part of Executive shall be considered "willful™ or "intentional” unless
it is done, or omitted to be done, by Executive in bad faith and without

_reasonable belief that Executlve's action or inaction was in the best interests
of the Company. Any ackt, or fallure to act, based upen authority given pursuant
to a resolution duly adopted by the Board or upen the instructions of the Chief
rinancial Officer of the Company or other senior officer of the Company or based
upon the advice of ccunsel for the Company shall be conclusively presumed to be
done,- or - omitted to be done, by Executive 1in good faith and in the best
interests of the Company.

{iii) If Executive's employment is terminated by the Company for Cause, or
if Executive resigns without Goecd Reason, Executive shall be entitled to
recelive: -

(A} the Base Salary through the date of . termination, paid in
substantially equal periodic installments on the schedule specified in
Section 3 (but not less frequently than monthly);

. {B} any Rnnual Bonus earned but unpald as of the date of termination
for any previously completed fiscal yeaz, pald no later than permitted
under the Incentive Plan and no later than the date that other officers of
the Company are paid their annual bonuses for any such year;

{(C) reimbursement for any unreimbursed business expenses properly
incurred by Executive in accordance with Company pollcy prior to the date
of Executive's termination, pald at the time specified in Section 13(m};

iD) any accrued but unpaid vacaticn, paid in accordance with the terms
of the Company's vacation policy; and

3
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(E} such Employee Benafits, if any, to which Executive may be entitled
under the applicable Company Plans upon termination of employment hereunder (the
payments and benafits described in clauses (&) through (E) hereof being referrad
tg, collectiwvely, as the "Accrued Rights™). .

As necessary for compliance with  the requirements of the Code and-
notwithstanding any contrary provision of this subsecticn, payments under this

subsection are subject to. Section 13(1) through {p). Following such termination

of Executiwve's employment by the Company for Cause or resignation by Executiwve,

except as set forth. in this Section 8(a)(tii} and Section 8{g), Executive shall

have no further rights to any compensation or any other benefits under this

- Agreement. . )

k. Disability or Death.

(1) Executive's employment hereunder shall terminate upcen Exsgcutive!s death
and may be Lerminated by the Company if Executive becomes physically or mentally
incapacitated and is therefore unable.for a period of six (6) consecutive months
or for an aggregate of nine- (89} months in any twelve (12} consecutive month
period to perform Executive's duties {such incapacity is hereinafter referred to
as "Disability™)'. Any gquestion as to the existence of the Disability- of
Executive as to which Executive and the Company cannct agree shall be determined
in writing by a gualified. independent physician mutunally acceptable to Exacutive
and the Company. If Executive and the Company cannot agres as to a qualified
independent physician, each shall appeint such a physician and thoss two
physicians shall select a third who shall make such determination -in writing.
The determination of Disability made in writing te the Company and Executive
shall be final and conclusive for all purpeses of the Agreement.

{ii) Upon termination of Executive's employment hereunder for either
Disability or death, Executive or Executive's estate [as the case may be), shall
be entitled to receive:

(&) the Bcerued Rights:

(B} ‘continued payment of Executive's Base Salary during the period
commencing on the date of Executive's terminaticn of employment and ending
on the date that is six months after the date of Executiwve's termination of
employment {applying the definiticn of such term in Sectien 13({n}}, paid in
substantially equal .periodic installments on the schedule  specified in
Section 3, but not less frequently than monthly (such continued Base Salary
shall be subject to the siz-month delay as applicable wunder Section 13(0)
and (p}};

{(C} a pre rata portion of the Annual Bonus, 1f any, that ESxeculbive
would have been entitled to receive pursuant to the Citizens Incentive Plan
in the vyear of termination, based on actual performance through the date of
termination: and

(D} all Restricted Shares that have been granted as of the date of
Exacutive's termination shall be fully vested and non-forfeitable as of
such date, and Executive shall not be entitled to any further annual grants
of Restricted Shares under Secticn 5 of this Agreement.

{iii) Upon termination of Executive's employment’ hereunder due to
Executive's death or Disability, in additien o the benefits described in
Section B(b}{ii) above, the Company shall provide Executive (in the event of his.
Disability) and Executive's spouse with health benefits (pursuant to the same
Company Plans that are health 'benefit plans and that are in effect for active
employees of the Company), until the second anniversary of the. date of
Executive's death or Disability.
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(&) To the exteat that such hsalth benefit plan coverage'is provided
under a self-insured plan maintzined by the Company (within the meaning of
Section 105(h) of the Code): :

(I} the charge to Executive for each month of coverage will equal
the monthly COBRA charge established by the Company for such coverage
in which' the Executive or the Executive’s spouse {as apvblicable} is
enrolled from time to time, based on the coverage gensrally provided
to salaried emplovees (less The amount of any administrative charge
typically assessed by the Company as part of its COBRA charge), and
Executive will be required tc pay such monthly  charge in  accordance |
with the Company's standard COBRA premium payment requirementsg; and

{II) on the date of Exscutive's  termination of emplovment within
the meaning of Section 13{n}, the Company will pay Executive a lump
sum in cash equal, 1in the  aggregate, to the monthly COBRA charge-
astablished by the Company on the payment date for family coverage
with respect te the highest. value health coverage provided to salaried
employees under such self-insured plan for each month of coverage in
the two year pericd. For this purpose, the Company's monthly COBRA
charge for family coverage will be increased by 10% on each Januazy in
the projected pavment period and such increased amount shall apply to
each successive month in the <c¢alendar vyear in which the increase
became applicable. ’

{Bj To ‘the extent that such health benefit plan coverage is provided
is provided under a fully-insured medical reimbursement plan {within the
meaning. of Section 105(h} of the Code)},  there 'will be no charge to
Executive for such coverage.

As necessary: for compliance with the requirements of the Code and
notwithstanding any contrary provision of this subsection, payments under this
subsection ' are subject to Section 13({l} through (p). Following Executive's
termination - of employment due-to death or Disability, except as set forth in
thiz Secticn 8(b), Executive shall have no further rights to any compensation or
any other benefits under this Agreement.

¢. By the Company Without Cause or by BExecutive Resignation for Good
Reason.

(1) Executive's employment hereunder may be terminated (A} by the
Company without Cause (which shall not include Executive's termination
of employment due £o his Disakility) or {B) by Executive for Good
Reason (as defined below). :

(ii) For purposes of this Agreement, "Good Reason" shall mean

(A} the failure of the Company to pay or cause to be paid
Executive's Base Salary cr Annual Bonus, when due hereunder,

(B) any substantial and sustained diminution in Executive's
authority or responsibiiities from those described in Section 2
hereof, .

{C) & relocation of Executive’s principal office location

more than 25 miles from the Company's Stamford, Connecticut
headquarters area, or
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(D) any other material bPpreach of a material provision of
this Agreement: )

provided that any of the svents described in subparagraphs (A}, (B}, (C) or. (D)
of this Section 8(c) (ii) shall constitute Goed Reason only if (I} the Company
fails to cuze such event within 30 days after receipt from  Executive of writien
notice of the event which constitutes Good Reason (with suffivient specificity
‘from  Executive for the ' Company to respond to such claim) and {II) Executive
terminates employment with the Company within . two years sftsr the initial
existence of such event or circumstances.

.(11i) If Executive's employment is terminated by the Company without
Cause {other than by reason of death or Disability} or by Executive for
Good Reason, subject to EXecutive's satisfaction af - the release
requirements set forth in Section B{f){ii), the Company (1) shall then pay
or provide to the Executive  the compensaticn and benefits described in
subparagraphs (A) aad (D) below, {2) shall begin paying to the Executive
the compensation described in subparagraphs (B) and (C}, and (3) the
vesting provided for by subparagraph {E] below shall apply, in sach case on
the Expiraticn Date {as defined in Section B(£f){ii)):

(&) the Accrued Righﬁs;

[Bl subject to Executive's continued compliance with the
provisions of Section 9 and Secticn 10 of this Agreement, the amount
that is equal to 1/36th of the sum of - .

(I} three times Executivé's. annual Base Salary in effect on
rhe date of ~Executive's termination of employment = ([the
"Termination Date™}, and

(IT) two times Executive's -annual Target Bonus in effect on
the Termination Date,

shall be paid a2ach month for the 3é6-month period commencing <n the Termination
Date (it being - understood that . Executive shall receive no payment until the
Expiration Date at which time Executive shall receive a catch-up payment on the
Sxpiration Date that includes all monthly installments due f£or the period from
the Termination Date through the Expiration Date} -(with such 3&-month period
constituting the ™“Severance Period"} (such catch-up payment and continued
installiments shall be subject to a six-month delay =s applicable under Section
13{0} -and  (p)); provided, howsver, that any payments described in this
subparagraph (B) that are exempt from Section @ 40%A shall be reduced or cffset
entirely, at the time such payments are otherwise required to be made under this
subparagraph. (B}, by any amounts due and owing by Executive to the Company for
funds borrowed from or advanced by the Company (to the extent permitted under
applicable law};

(C)] continuation of health benefits {pursuant te the same Company
Plans that. are hezlth benefit plans and that are in effect for active
employees of the Company) with health benefit coverage retroactive to
the Termination Date {once the Expiration Date is reached and the
ralzase is in effect), and then continuing until the earlier to occur
of the end of the Severance Period and the date on which Executive
becomes eligible to recelve ccmparable benefits from any subsedquent
emplover :

(I} To the extent that such health benefit plan coverage 1is

provided under a self-insured 'plan maintained by the Company
{within the meaning of Secticn 105(h} of the Code):
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{1) the charge to Executive for each month of coverage
will egqual the monthly COBRA charae established by the
Company for such ‘coverage in which the Executive or the
Bxecutive's spouse (a3 applicable) 1s enrolled from time to
time, based on the coverage generally provided to salaried
employees (less -the amount of any administrative charge
‘typically assessed by the” Company as part of its COBRA
charge), and Executive will be required to pay such monthly
charge -in accordance with the <Company's standard COBRA
premium paymenft requirements; and .

(2} upon termination of employment, ‘the Company will
pay Executive a lump sum in cash egual, in the aggregate, to
the monthly COBRA charge established by the Company on the
payment date for family coverage with respect to the highest
value health covarage provided to salaried emplovees under
such self-insured .plan for each month of coverage in the
36-month pericd. For this purpese, the Company's. monthly
COBRA charge for family coverage will be .increased by 10% on
each " January 1in the projected payment peried and such
increased amount shall apply to each successive month in the
calendar year in which the increase became applicable.

{II) To the extent that such health benefit plan coverage is
provided is provided under a fully-insured medical. reimbursement
plan | (within the meaning of Section 105(h) of the Code), there
will ‘be neo charge to Executive for such coverzge; and

{D} 2 lump sum " egual to the full-year annual Target Bonus in
effect on the Termination Date.

{E} z2l]l Restricted Shares shall be vested and . nen-forfeitable as
of the Expiration Date, and all options graanted to Executive that are
not wvested as of the Termination Date shall become vested and
non-forfeitable and fully exercisable. : :

AS necessary for compliance with the ' requirements of the Code - and
notwithstanding any contrary provision of this subsection, payments under this
subsection are subject te Secticon 13(1) through (p). Fellowing Executive's
termination. of employment by the Company without Cause {other than by reason of
Executive's death or Disability) or Executive for Good Reason, except as set
forth in Section 8(c){iii) above, Executive shall have no further rights to any
compensation or any other benefits under this Agrasement.

d. Change in Control.

{i) Subject to Executive's satisfaction of the releass regquirements
set forth in Secticn B{L)(ii}), Executive shall alsc be entitled tco the
penefits set forth in Secticn 8{c) (iii). above if, within one year following
a Change in Control (defined below), Executive terminates his employment as
a result of: (A) any decrease by the Company of the Base Salary or Target
Bonus; (B} any decrease 'in Executive's pensien benefit coportunities or any
material diminution in the aggregats employes benefits; or {C) any material
diminution in Executive's title, reporting relaticnships, duties or
responsibilities. (each, a "Constructive Termination Event"):; prowvided that
aay of the ewvents described above shall constitute a Constructive
Termination Ewvent only if (¥) the Company fails to cure such event within
30 days after recelpt from Executive of written notice of the event which
constitutes a Censtructive Termination Event; provided, further, that a
"Constructive Termination Evént™ shall cease to exist for .an event cn the
60th day follewing the later of its occurrence or Executive's knowledge
therecf, unless Executive has given the Company written notice thereol
pricr te such date. As necessary for compliance with the requirements of
the Code and notwithstanding any contrary provision of this subsection,
payments under this subsection are subject to Section 13(1} through (p).
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{ii} For purposes of this Agresment, 2 "Change in Cantrol" shall be
deemed to have occurred:

[A) When any "person" as defined 1n Section 3{a) (%} of the
Securities Exchange Act of 1834, as amended (the "Exchange Act™), and-
as used in Section 13{d) and 14{d) . thereof, including a "group" as
defined in Section 13(d) of the Exchange Act (but excluding the
Company and any subsidiary and anv employes ~henefit plan spoascored or
maintained by the Company or any subsidiary  {including any trustee of
such plan acting as - trustee)), directly or indirectly, beccmes the
"beneficial owner” {as defined ip Rule 13d-3 under the Exchange Act),
of securities of the Company representing 59% or more of the combined
voting power of the Company's then ocutstanding securities; or

[B) Upon ‘the consummation of any merger or other business
combination lnvolving the Company, a sale of substantially all of the
Company's assets, liquidatien or disseclution of the .Company or a
combination of the foregoing fransactions (the "Transactions") - other
than 2 Transaction immediately following which the shareholders of the
Company - immediately prior to the Transaction own,. in the same
propertion, abt least 51% of the woting power, directly or indirectly,
of {i} the surviving <corporation in any such merger or other business
combination; (ii} the - purchaser of or successor to the Company's
assets; (iii) both the surviving ceorporation and the purchaser in the
avent of any combination of Transactions; or (iv) the parent company
owning 100% of such surviving corporation, purchaser or beth the
surviving corporation and. the purchaser, as the case may be.

{iii} Excess Parachute Payments.

(A} If it 1s determined (as hereafter provided) that any payment,
benefit or distribution by the Company to or £or the benefit of
Executive, whether paid or payable or distributed or distributable
pursuant to the terms of this Agreement or otherwise pursuant tc or by
reason of any other agreemeat, policy, plan, program or arrangement,
including without limitation any stock option, restricted stock award,
stock appreciation right or similar right, or the lapse or termination
of any restriction on or the vesting or exercisability of any of the
foregoing {a "Sewverance Payment™}, would be subject to the excise tax
imposed by Section 4399 of the  Code {or any successor provision
thereto) by reascn of being Tcontingent on a change in ownership or
control™ of the Company, within the meaning of Section 280G of the
Code f{or any successor previsien thereto} or to any similar tax
imposed by state or local law, or any interest or penalties with
respect to such excise tax (such tax. or taxes, together with any such
interest and penalties, are hereafter collectiwvely referred to as the
YExcise Tax"}, then Executive shall receive the greater of (x) the
aggregate amount of the Severance Payments, after payment by Executiwve
of the Excise Tax imposed on.the aggregate Severance Payments, and (y)
the aggregate amount of the Severance Payments which could be paid to
Executive under Secticn 280G of the Code without causing any loss of
deduction to the Company under such Section {the "Capped Payments").
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{B] ‘Subject to the provisiens of Section 8{d) (iii){A} hereof, all
determinations required to be.made under this Section 8(d), including
iwhether an Excise Tax is pavable by Executive and the amount’ of such
Excise Tax, shall be made by the nationally recognized firm of
certified public accountants {the “Accounting Firm"} used by the
Company pricr to the "change in ownership "or contrel (or, if such
‘Accounting Firm  declines to serve, the “Accounting Firm shall be.a °
nationally recognized firm of certified public accountants selected by
Executive). The Accounting Firm shall be directed by the Company or
Executive f£o submit its preliminary determination and  detailed

supporting calculations  ‘to both the Cempany and Executive within 15 -

calendar days after the date of Executive's termination of employment,
if applicable, and any other such time or times as may e requested by
the Company or Executive. If the Rcecounting Firm determines that any
Excise Tax is payable by Executive, the Company shall either (x) make
payment of the Severance Payments, less all amounts ~withheld in
respect of the Excise Tax, as reguired by applicable law, or (y)
reduce the Severance Payments by the  amount which, based on the
Accounting Firm's determination and calculations, would provide
Executive with the Capped Payments, and pay to Executive such reduced
amounts. If the Accounting Firm determines that no Excise ~Tax is
payable by Executive, it shall, at the same fime as it makes such
determination, furnish Executive with an opinion that he has
substantial authority not to report any Excise Tax on dls federal,
state, local income or other tax return. All fees and expenses of the
Accounting Firm shall be paid by the Company in counection with the
caloulations required by thils Section.

(C) The federal, state and local income or other tax returns
filed by Executive (or any f£iling made by a consolidated tax group
which includas the Company}! sball be prepared and filed on 2
consistent basls with the determinaticn of the Accounting Firm with
respect to the Excise Tax payable by Executive. Executive shall make
proper payment of the amount of any Excise Tax, and at the reguest of
the Company, provide to the Company true and correct coplies (with any
amendments) of his federal income ‘tax return as filed with the
Internal Revenue  Service and corresponding state . and lecal tax
returns, 1f relevant, as filed with the applicable taxing authority,
and guch other documents reasonably requested by the Company,
evidencing such payment.

&, Motice of Termination. Any purperted termination of employment by the
Company or by Executive ({other than due to Executive's death} shall be
comminicated by written Notice of Termination to the other party hereto in
accordance with Section 13th) hersof. For purposes of this Agreement, a "Notice
of Termination" shall mean & notice which shall indicate the specific
termination provision ‘in this Agreement relied upon and shall set forth in
reasonable detail the facts and circumstances claimed to provide a basis for
termination of employment under the provision so indicated.

£. Board/Commitiee Resignation:; Execution of Release of zll Claims.

(i} Upon termination of Executive's employment. for any reason,
Executive agrees to resign, as of the date of such termination and to the
ex¥tent applicable, from the Board {and any committees  thereof} and the
board of directors . (and any committees thereof) of any of the Company's
subsidiaries eor affiliates.

(ii} Upcn termination of Executive's employment for any reason other
tRan death or Disability, Executive agrees to execute a releass ‘of all then
existing ¢laims against the Company, its subsidiaries, affiliates,
shareholders, directors, officers, employees and agents. Notwlthstanding
anything set forth in this Agreement to the contrary, upon termination of
Executive's employment for any reason other than death or Disability,
Executive =shall not receive any payments or benefits £o which he may be
entitled haereunder {other than these which by law cannof be subject to the
execution of a release, which shall be pald without *regard te any release
either -(A) at the time when due, or {B) as of Executive's Termination Date,
if the specific payment or benefit is subject to Section 409A and a payment
date sufficlent to satisfy Section 409A is not otherwise stated for such
payment or benefit) unless Executive satisfies the release requirements of
this Section 8(f){ii). The release required by this Section &(f)({ii) shall
be provided to the Executive not later than the Termination Date. To comply
with this Section '8(f)(ii}, Executive must sign and return the release
within 45 days of the Termination Date, and Executive must not revoke it
during a seven-day revocation period that kegins when the release is signed
and returned to the Company. Then following the .expiratiocn of this
revocation period, there shall occur the "Expiration Date,"” which is the
53rd day following the Executive's terminaticn of employment.

Source: FRONTIER COMMUNICAT, 10-K, February 27, 2009



8. Non’Cdmpetition/Non-Solicitation/Non-Disparagement.

a. Executive acknowledges and recognizes the highly competitive nature
of the businesses of the Employer and its affiliates and accordingly agrees
that, during the Employment Term-and, for a perlod of cne year following
any termination of Executive's employment with the Company” (the "Restrictad
‘Period™), Executive will not, -whether on Executive's own behalf or on
betialf of or in conjunction ‘with any persen, £firm, partnership, Joint
venture, assoclation, corporaiion or-other business organization, entity or
enterprise whatsoever {"Person”™), -directly or indirectly =engage in any
business that directly or indirectly compstes with the business of the
Company, ©r otherwise engage in competition with the Company which is
materially detrimental to the Company;

{1} During the Restricted Period, Executive will not, whether on
Executive's own behalf or on behalf of or in conjunciion with any
Parson, directly or indirectliy:

(A) solicit or encourage aay employes of the Company cr its
affiliztes to leave the employment of the Company or @ its
affiliates; or

{B) hire any such employee who was emploved by the Company
or its affilisztes as of the date of Executive's termination of
employment with the: Company or who left the "emplovment " of the
Company or its affiliates colncldent with, or within one year
oricr to or after, the termination of Executive's employment with
the Company.

b. Executive shall not at any time issue any press release or make any
public statement -about the Company or any director, officer, emplovee,
successor, parent, subsidiary or agent or representative of, er attcrney to
the Company (any of the foregoing, a "Company Affiliate™) regarding (i) any
of the foregoing's fimancial status, business, services, business methods,
compliance with laws, or ethics or otherwise, or {il) regarding Company
personnel, directors, officers, employees, attorneys,.agents, including,
without limitation, in respect of both clauses (i) and. (ii), any statement
that is intended or reasonably likely to disparage the Company or any
Company- Affiliate, or othsrwise degrade any Company Affiliate's reputation
in the business, industry or legal community in which any such Company
Affiliaté operates; provided, that, Executive shall be permitted to {a)
make any statement that is required by applicable securities or other laws
to be inciuded in a £iling or disclosure document, subject to pricr notice
to the Company thezeof, and (b} defend himself against any statement made
by the Company or any Company Affiliate that is intended or reasonably
tikely. to disparage or otherwise degrade Executlve's reputation in the
business, industry or legal community in which Executive operates, only if
Executive reasonably believes that the statements made in such defense are
not false statements and {(c) provide truthful testimony in any legal
proceeding.
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f
‘g, It is expressly understood and agreed that zlthough Executive and
the Company consider the restrictions containéd in this Section 9.to be
reasonable, if & final Jjudicial determination is made by a court of
competent . jurisdiction that the time or territory or any other restriction
contained 1in this Agreesment is an unenforceable restriction "against
Executive, the provisions of this Agrocment shall not be rendered void but
shall be deemed amended to apply as te such maximum time and territory and
to such maximum extent as such court may Judicially determine or indicate
to be enforceable. Alternmatively, if any court of competent jurisdictieom .
finds that any restriction contained in this Agreement is unenforceable,
and such restriction cannot be amended so as to make it enforceable, such
finding .shall not -affect . the anforceability of any of the other
restrictions contained herein. :

10. Confidentiality.

3. Executive will not at any time (whether during or after Executive's”
employment with the Company} (x) retain or use for the benefit, purposes or
account of Executive or any other Person; or (v) disclose,” divulge, reveal,
communicate, share, transfer or provide access to any Person cutside the
Company {other than its professional advisers, whe are bound by
confidentiality obligations}, any noa-public, proprietary or confidential
information =- including without limitation rates, trade secrets,. know-how,
rasearch and development, software, databases, inventions, processes,
formulae, technology, designs and other intellectual property, information
concerning finances, investments, prefits, priclng, costs, products,
services, wendors, customers, <¢lisnts, partners,. investors, persennel,
compensation, recruiting, training, advertising, sales, marketing,
promotions, government and regulatory activities and ~approvals --
concerning the past, current or future business, acrivities and operations
of the Company, its subsidiaries or affiliates and/or any third party that
has di=sclosed or provided any of same to the Company on 2 confidential
basis {("Confidential Information®™) without the prior written authorization
of the Board.

b. “Confidentiai Information™ shall not include any information that
is {a} gensraliy known to the industry or the public. other than as a result
of Executive's breach of @ this . covenant or any breach of othér
confidentiality - obligatioms by third parties: (b} madse legitimately
available to  Executive by a thizd party without breach of - any
confidentiality obligation; of (¢} required by law to be disclosed;
provided that Executive shall give prompt written notice to the Company of
such vreguirement, disclose no mere information than is so reguired, and
cooperate with any attempts by the Compaay to obtain a protective order or
similar treatmeat. . :

¢. Except as required by law, Executive will not disclose to anyone,
other than Executive's immediate family and legal or firancial advisors,
the existence or contents of this Agreement; provided that Executive may
disclose to any prospective future employer the provisions of Secticn 9 and
10 of this Agreement provided that such potential employer agrees to
maintain the confidentiality of such terms.

d. Upon termination of Executive's employment with the Company for any
reason, Executive shall immediately destroy, delete, or return to the
Company, at the Company's option, all originals and copies in any form or
medium {including memoranda, bocks, papers, plans, computer files, letters
and other data}l in Executive's possession or control {including any of the
foregoing stored or loctated in Executive'’s office, home, laptop or cther
computer, whether or not Company  property} that contain Confidential
Information - or otherwise relate to the business of the Company, its
affiliates and subsidiaries, except that Executive may retain only those
portions of any personal notes, notsbooks and diaries that do not contailn
any Confidential Information.
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e. The provisions of this Secétiecn 10 shall survive the termination of
Executive's employment for any reascn.

11, Speeific Performance. FExecutive acknowledges and agrees that the
Employer's remedies at law for a breach or threatened breach of any of the
provisions of Section 9 or Section 10 of this Agreement would be inadequate and
the Company would suffer irreparable damages as a result of such breach or
threatened breach. In recognition of this fact, Executive agrees that, in the
évent of such a breach or threatened bresach, in addition to any rémedies at law,
the Company, without posting any bond, shall be entitled to cease making any
pavments or providing any benefit otherwise required by this Agreement and
obtain eguitable. relief. in the form of specific performance, temporary
restraining order, temporary or permanent injunction ox any other equitable .
remedy which may then De avallable. .

12. "Arbitration. Except as provided in Section 11, any other dispute
arising out of or asserting breach of this Agreement, -or any statutery or common
law claim by Executive relating to his employment under this Agrsement or the
termination thereof -[including any tort or discrimination c¢laim}, shall be
exclusively resclved by bkinding statutery arbitration in accordance with the
Employment Dispute Resolution Rules of the Emerican Arbitration Association.
Such arbitration process ' shall take place in New York, WNew York. A court of
competent jurisdiction may enter judgment upon the arbitrator's award. All costs
and expenses of arbitraticn (including fees and disbursements of counsel) shall
be borne by the respective party incurring such costs and expenses.

13. Miscellanesus.

a. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Connecticut, without regard to
conflicts of laws principles thereoi.

b. Entire Agreement/Amendments. This Agreement ~contains the entire
understanding of the parties with respect to the employment of Executive by
the Company. There are no restrictions, agreements, promises, warranties,
covenants or undertakings between the parties with respect to the subject
matter herein other than those expressly set forth herein. This Agreement-
may not be altered, modifisd or amended except by written instrument signed
by the parties hereto.’

c..No Waiver. The failure of a party te insist upon striect adherence
to any -term of this Agreement on any cccasion shall not be considered a
waiver of such party's rights or deprive such party of the right thereafter
to insist upon strict adherence to that term or any other term of this
Agreement. ’

d. Severability. In the event that any one or more of the provisions
of this Agreement shall be or become invalid, 1illegal or unenforceable in
any respect, the validity,. legality and enforceabllity of the remaining
provisions of this Agreement shail not be affected thereby.

a. Assignment. This -Agreement, and all of Executive's rights and
duties nheresunder, shall not be assignable or delegable by Executive. Any
purported assignment  or delegation . by Ekecutive in violation of the
foregoing -shall be null and void ab initio and of no force and effect. This
Agreement may be assigned by the Company to a perscn or entity which is an
affiliate or a successor in interest to substaatially all of the business
operations of the Company. Upon such assignment, the rights and obligations
of the Company hereunder shall become the rights and obligations of such
affiliate or Successor person or eabiby.
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f. Set Off; Mitigation. The Company's obligation teo pay Executive the
amounts provided and fo make the arrangements provided hersunder shall be
supject to Set-off, counterclaim or recoupment of amounts owed by Executive
to the Company or its affiliates. Executive :shall not be required to
mitigate the amount of any paymeni ~ provided for pursuant to this Rgreement
by seeking other employment or otherwise and the amcunt of any. payment
provided for pursuant +to this Agesement shall- not be reduced Dy any
compensation earned as a -result .of Executive's othar  employment or
otherwise.

. ¢. 3Successors; Binding Agreement. This Agreement shall inure o the
venefit of and be binding upon .the Company and its subsldiaries and
Executive and  any personal ar legal representatives, executors,
administrators, successors, assigns, heirs, distributees, devisees and
legatees. Further, the Company will regquire any successor {whether, direct
or indirect, by purchase, merger, consolidation or otherwise} te all or
substantially all of the business and/or assets of the Company to assume
expressly and agree to perform this Agreement in the same manner.and to the
same. extent that the Company would be required to perform it if no such
succession had taken place. As used in this Agreement, "Company" shall mean
the Company and any successor to lts business and/or assets which is
required by this Sectien 13(g) to assume and agree to perform this
Agreement or which otherwise assumes and agrees to perform this Agreement;
provided, however, 1in ths event that any successor,  as described above,
agrees to assume this Aqreement in accordance with the preceding sentence,
as of the date such successor so assumes this Agreement, the Company shall -
cease to be liable for any of the obllgaticns contained in this Agreement.

h. Notice. For the purpose of this Agreement, notices and all other
communications provided for in the Agreement shall be in writing and shall
be deemed to have been duly given when delivered by hand or overnight
courier cr three days after it has been mailed by United States registered
mail, - return receipt requested, postage prepaid, addressed to the’
respective addresses set forth below in this Agreement, or Lo such other
address as either party may have furnished to the other in writing in
accordance herewith, excepht that notice of change of | address shall be
effective oniy upon receipt.

If to the Company:

Frontier Communications Corporation
Three High Ridge Park

Building 3 .

Stamford, Connecticut 06305
Attention: Hilary E. Glassman, Esqg.

If to Executive:

To the most recent address of EBExecutive set forth in the persennel
racords of the Company.

i,  Executive Representation. Executive hereby represents to the
Company that the execution and delivery of this Agreement by Exscutive and
the Company and the performance by Executive of Executive’s duties
nereunder shall not constitute a breach of, or otherwise contravene, the
terms of any employment agraement or cther agreement or pelicy to which
Executive is a party or otherwise bound.
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j. Prior Agreements. This Agreemerit supercedes all pricr agreements
and understandings {including verkal agreements)} between Executiva and the
Company -and/or its affiliates - regarding the terms and’ ceonditions  of

Executive's employment.with the Company and/or its -afiiliates.

k. Cocperatiom. Exacutiwve - shall provide FExecutive's ‘reascnable -
cocperation in connectien with any action or procseding (or any appeal from
any .action or proceeding} which —relates to events occurring during
Executive's employment hereunder. This provision shall survive any
termination of this Agreement.

1l -Withhoiding Taxes. The Company may withhold from any dmounts
payable under -this Agreement such Federal, state and local taxes as may be
required to be withheld pursuant o zny applicable law or regulation.

m. Expense Reimburssements. To . the extent that any cxXpense
reimbursement provided for by this Agreement does not qualify for exclusion
from Federal income taxation, the Company will make the reimbursement only
if Executive incurs the corresponding expense during the term of this
Agreement and submits the request .for reimbursement no later than two
months pricr to the last day of the calendar’ year following the calendar
year in which the expense. was 1incurred so that the Company can make the
reimbursement on or before the last day of the calendar year following the
calendar ' year in which the ¢xpense was incurred; the amount of expenses
eligible for such reimbursement during a calendar year will not affect the
amount of expenses eligible for.such reimbursement in ancther calendar
year; and the right te such zeimbursement is not subject teo liguidaticn or
exchange for ancther benefit from the Company.

. Meaning of Termination of Employment. Solely as heceassary Lo comply
with Section 409 and to this extent for purposes of Section 8ib}(il},
Section &{k)(iii), Secticn 8i{c}i{iii}, Section B{d) (i}, Section gty tiiy,
Section 13{0), Section 13(p) and any other provision where this definition
iz spscifically referenced, "termination of employment" shall have the same
meaning as “separation from service" under Secticn 408R(a) {2¥ (R) (1} of the
Code. In additicn, to avoid having such a separation from service. occur
after the .Executive's termination of employment, the Executive, shall not
have (after the Executive's termination of employment) any duties or
responsibilities that are incomsistent with the rarmination of employment
being treated as such a. separation from service as of the date of such
terminaticon.

o. Installment Payments. For purpeses of Section B(bk)(ii} (B} with
respect to amounts payable in the event of termination of employment on
account of Disability and Section 8({c){iii)(C} with respect to amount
payable in the event of termination of Executive's employment by the
Company without Cause or by Executive = for Good Reason or Constructive
Termination FEvent, each such payment 1is a separate payment within the
meaning of the final regulations under Section 40%A. Each such payment
shall be subject to delay in accordance with Section 13(p) below except to
the extent a payment can be considered in good faith (1) to be exempt from
Section 409%9A ‘as a short-term deferral within the meaning of the final
regulations under Section 409A, or {ii} to be exempt -under the two-times
exception of Treasury Reg. ss. . 1.4092-1(bk) (%} {iil) up to the limitation on
the availsbility of such exception specified in such regulation.
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p. Section 409A. This Agresment will be construed and administered to
preserve the .exemption (if any} from Section 403A of payments that gualify.
as a short-term deferral or that gualify for the two-times exception. With
respect to other ameunts that are subject to Section 4032, it is intended,
2nd this Agreement will be s¢ construed, that any such amounts payabls
under +this 'Agreement and the Company's - and Executive's exercise -of
authority or discretion hereuader shall comply with ‘the provisions of
Section 40%a and the treasury regulaticns relating thereto so as not to
subject Executive te the paymeni of interest and additional tax that may be
imposed. under "Section 40%A. As a result, in the eveat Exscutive 1is. a
"specified employee" on the date of Executive's terminaticn of employment
(with such status determined by the Company in accordance  ‘with rules
established by the Company in writing in advance of the "specified employee
identification date™ that relates to the date of Executive'’s termination of
employment or, if later, by December 31, 2008, or in the apsénce of such

“yulés established by the Company, under the default rules for identifying
specified ‘employees under Section 4083}, any payment that is subject to
Section 4093, that is payable to Executive in connection with Executive’s
termination of employment, shall not bhe paid earlier than six months after
such terminaticn of ‘employment (if Executive dies after the date of
Exascutive’s termination of emplovment but before any payment has been made,
such remaining payments that were or could have been delayed will be paid
to Executive’s estate without regard to such siz-month delay). This Section
13{p} is an absolutely superseding provision under this Agreement. This
means that it will apply notwithstanding other provisions in the Agreement
that permit or reguirs payment at an earlier ~time {and mnotwithstanding
terms in such other provisions that may provide for their application
without regard to other provisions of the Agreement).

i q. Counterparts. This Agreement may be signed in counterparts, each of .
which shall be an criginal, with the same effect as if the signatures
thereto and hereto were upon the same instrument.
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IN WITNESS WHEREOF, the parties ‘herete have duly executed
Agreement as of the day and year first above written.

THE COMPRNY:

- : . . N 1
Frontisr Communications Corporation

By:/s/ Cecllia K. McKenney

Mame: Cecilia K. McKenney
Title: 'EVP, HR & Call Center Sales & Services

EXECUTIVE:

"/s/ Robert Larscn

Robert Larsond

1ls
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f ’ . Exhibit 13.17

Frontier Communications Corponation
’ 3 High Ridge Park -
tamfcrd, Connecticut 06903
(203) 614-5600

Decembar 24, 2008

‘Mr. Peter B. Haves
4212 Awvalon Drive East
Mew Canaan, CT 06840

-Dear Pete:

Reference 1is made to the Offer Letter dated December 31, 2004 ("Offer
Letter") between vou and Frontier Communications Corporation (formerly Citizens
Communications Company) {(the “Company"). - :

The terms of the benefits payable upon a change in contrel referred to in
the Offér Letter are hereby amended as follows:

If, within one year following a "Cﬁange in Control"” (as defined below} of
the Company, you have a "Separation from Service" (as defimed below) either
because (a) your employmént is terminated by the Company = without "Cause™ (as
defined below) or {b) you terminate your employment as a result of (i) a
material decrease in your base salary, target . bonus or long term incentive
compensation target from those in effect  Immediately prior to the Change in
Control for any reaseon. other than Cause; (ii) a material relocatlon of your
principal office location {for this purpose, a relocation more than 50 miles
from the Company's Stamford, Connecticut headguarters area will be automatically
deemed materizl) or (iii) a. material decrease in your responsibilities or
anthority for any reason other than Cause land pricr to your terminating ‘vour
employment you provide the Company with notice of the decrease or relocation

“within 90 days of the occurrence of such condition, the Company does not remedy
the condition within 30 days of such notice, and you Separate Irom Service
within two-years of the initial cccurrence of one or more such conditions), you
shall be entitled to a lump sum payment egual to one year's base salary and 100%
of your bonus target prorated for the plan year (based on the then current lavel
of 'salary and bonus target or, 1f greater, that in effect immediately prior to

- the Change in Control) and all restriciions on restricted ™ shares held by you
shall immediately lapse and such restricted shares shall become fully-vested and
non-forfeitable. The lump sum payment will be made on the Expiration Date, as
defined below.
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Mr..Peior B. Hayes : : B
December 24, 2008 -

-

Page 2 of &

Under the circumsiances set forth in the immediately preceding paragraph,
you. shall zlso be entitled te continuation of medical benefits (pursuant. to the
same Company plang that are in sffect for aciive employees of the Company} with
coverage retroactive to the date of your termination of employment, and then
continuing for one year following your termination of employment. To the extent
that such medical plan coverage is provided under a2 self-insured plan maintained
by the Company ({within the meaning of Section 105(h} of the Iaternal Revenue
Code}, (1) the.charge to you for each month of coverage will equal the monthly
COBRA charge established by the Company for such coverage in which you or your
spouse (as applicable) 1s enrolled from time to time, based on the coverage
generally provided to salaried employees {less the amount of any administrative
charge typically assessed by the Company as part of its COBRA chargej, and vou
will be required teo pay such monthly - charge in - accerdance with the Company's
standard COBRA premium payment requirements, -and {ii) upcn the Expiration Date,
the Company will pay you & lump sum in cash equal, in the aggregate, to the
monthly COBRA charge established by the Company on the payment date for family
coverage (but if at the date of your . terminaticn of employment you are enrclled
for less coverage (i.e., =gingle or employee plus one}, then such coverage) with
respect to the highest walue health coverage provided to salarled  employees
under such self-insured plan for each meonth of coverage in the one year period.
To the extent that such medical plan coverage is provided under 2 fully-insured
medical . reimbursement plan {within the meaning of Section 105th) of the Code},
there will be no charge to you for such coverage.

A "Change in Control™ shall be deemed to have occurred:

(R} When any. "person™ as defined in Section 3{a) (3} of the Securities
Exchange Act of 1934, as amended (the  "Exchange Act"), and as usad in Section
13tdy and 141{d] thereof, Ingluding & "group"” as defined in Section 13(d} of the
Exchange Act (but excluding the Company and any subsidiary and any smployee
benefit plan sponscred or maintained by the Company or any subsidiary [(inclading
any trustee of such plan acting as trustee)), directly or indirsctly, becomes
the “peneficial owner" {as defined in Rulzs 13d-3 under the Exchange Act), , of
securities of the Company representing 50% or more of the combined voting power
of the Companvy's then outstanding securities:; or

{B) Upon the consummation @ of any merger” or other business combination
involving the Company, & sale of substantially all of the Company's assets,
liguidation or dissolution of the Company or a compination of the foregoing
transacticns {(the "Transactions”) other than a Transaction immediately following
which the sharshoiders-of the Company immediately prior te the Transaction own,
in the same proportion, at least 51% of the: woting power, directly or
indirectly, of (i} the surviving corporation in aay such merger or . other
business combination; (ii) the . purchaser of or successor to the Company's
assets; {iii} both the surviving corporaticn and the purchaser in the event of
any combipation of Transactlons; .or (iv) the pareat company owning 100% of such
surviving corporzation, purchaser or both the surviving corporation and the
purchaser, as the case may be.
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Mz. Peter B. Hayes ot
Decemper- 24, Z008
page 3 of &

"Cause” shall mean your (2} willful and continued fallure {cther than as a
result of physical or mental illness or injury) to perform your material dutiss
in gffect immediately prior teo the Change in Control which continues beyond 10
days after a written demand for substantial performance is delivered to vou by
the Company, which demand - shall - identify and descripe each failure with
sufficient aspecificity to allow you te respond, (b) Cwillful or inteational
conduct that causes material and demonstrable injury, monetary or otherwise, to
the ~ Company  or (c) canviction of, or.a plea of nolo contendere to, a crime
constituting {i) a feleny. under  the laws.of the United States or any State
theréeof, or {ii} a misdemeancr involving moral turpitude. For these purposes, no
act or failure to act on your part shall be - considered Mwiliful' cor
“intentional” unless it is done, of omitted to be done by you in bad faith and
without  reasonable belief that your action or inaction was in the best interests
of the Company. Any act or failure to act based upon authority given pursuant to
a resolution duly adopted by the Board of Directors. or based upon the advice of
counsel for the Company shall be conclusively presumed to be done, or cmitted to
be done, by you in good faith and in the best interests of the Company.

If it is determined (as hereafier provided) that any payment or
distribution by the Company to -or for yeour benefit, whether paid or pavable or
distributed or distributable pursuant te the terms of this letter agreement or
otherwise pursuant to or by reascn of any cther agreement, policy, plan, program
or arrangement, including without limitation any stock option, restrictad stock
award, stock apprecistion right or similar right, or the lapse or termination of
any restriction on of the vesting or exercisability of any of the foregoing {a
"Severance Payment"}, would be subject to the exclse tax imposed by Section 4999
of the Code {or any successor provision thersto) by reason of being "contingent
on & change in ownership or contreol®” of the . Company, within the meaning of
Section 280G of the Code {or any successor provision thereto] or to any similar
tax imposed by state or local law, or any interest or penalties with respect to
such ewcise tax (such tax or taxes, together with any such interest and
penalties, are hereafter collectively referred to as the "Excise Tax"), then the
Severance Payment shall be payable either (i) in full or (ii) ,as to such lesser
amount which would result in no- porticn of the Severance Payment being subject
to the Excise Tax ("Capped Payment"), whichever of the foregoing amounts, taking
into account the azpplicable federal, statie and local income taxes and the Excise
Tax, results in your recsipt on an after-tax pasis, o©f the greatest amount of
sconomic ~ behefits to you, = notwithstanding that all or some portion of such
benefits may be taxable under Secticn 4999 of the Code.
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Mr. Pater B. Hayes ’ K
December 24, 2008
rage 4 of 6.

Subject to the provisions of immediately preceding paragraph, all
determinations required to be made pursuant to this letter agreement, including
whether an Excise Tax is payablis by you and the amouht of such Excise Tax, shall
be made by the nationally recognized figm of certified public accountants (the
"Accounting Firm") used by the Company prior to the Change in Contrel {or, if
such Accounting Firm declines to serve, the Accounting Firm - shall be a
‘nationally recognized firm of certified public -accountants selected by you). The
Accounting Firm shall be directed by the Company or you, as applicable, to
submit its preliminary determination = and detailed supporting calculations to
both the Company and you within 15 .calendar days after the date of your
termination of emplovment, if applicable, and any other such time or times as
may be requested by the Company or yvou. If the Rccounting Firm determines that
any Excise Tax is payable by you, the Company shall either (x) make.payment of
the Severance Payment, or {y] reduce the Severance Payment by the-amount which,
based on the Accounting Firm’s determination and calculations, would provide you
with the Capped Payment ({except that any portion of the Severance Payment that
constitutes deferred compensation that is subject to Secticn 4094 shall not be
reduced, . and its time and form of payment shall not be altered as a result of
this process), and pay to you such reduced amouat, in each case, less any Excise
Taxes, federal, state, and local income and employment withholding taxes and any
other amounts required to be deducted or withheld by the Company under
applicable statute or regulatien.  If the Accounting Firm determines that no
Excise Tax is pavable by you, it shall, at the same time as it makes such
determination, - furnish.you with an opinien that veou have substantial authority
not to report any Excise Tax on vour federal, state, local income or other tax
return. All .fees and expenses of the Accounting Firm and opinion letter shall be
paid by the Company in connection with the calculations required by this letter.

The provisions in this letter regarding lapsing of restrictions on
restricted stock in certain <¢ircumstances in the event of a Change in Control
will remain in effect as long as you are a member of the Senior Leadership Team
{("SLT"}. If at any time you are nc longer a member of the SLT, such provisions
will not apply.

You shall not receive any payments or benefits te which you may be entitled
hersunder unless you agree to execute a release of all then existing claims
against the Company, its subsidiaries, affiliates, shareholders, directors,
officers, emplovees and agents in relation to claims relating to or arising ocut
of your employment or the business of the Company; - provided, however, that any
such release shall not bazr or prevent you from responding to any iitigaticn cr
other proceeding initiated by a released party and asserting any claim or
counterclaim you have in such litigation or other proceeding as if no such
release had been given as to such party, nor shall 1t bar you from claiming
rights that arise under, or that are preserved by, this letter agreement. To
comply with this paragraph, vou must sign and return the release within 45 days
of the termination of your employment, and you mast not rewvoke it during a
saven—-day revocation period that begins when the release is signed and returned
to the Company. Then following the expiration of this revocation period, thers
shall occur the “Expiration Date," which is the 53rd day following the date of
termination of your employment.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Mr. Peter B. Hayes . s
December 24, 2008
Page 5 of 6

To the .edtent that z payment of Section 4093 compensation under this .letter
agreement is based upon your having a termination of employment, "tezmination of
employment” .shall have the same meaning as "Separation from Service” under
Sartion 409A{al (2] (&) (1) of the Code. In addition,. to aveld having such a
separation from service ococcur after your termination of employment, ~you shall
16t have {after your termination of emplovment) any duties or - responsibilities
that are inconsistent with the termination of employment being tresated as such a
separation from service as of the date of such termination.

This letter agreement sets forth the entlre agreement and understanding
between the Company and you relating to the subject matter hersof and supersedes”
and .replaces  all prior discussions -and agreements betwean us regarding the
subiect matter herecf, dincluding, without limitation, the memcrandum, dated
September 7, 2007, addressed to you from Maggie Wilderotter entitled "Terms of
Restricted Stock Award” and the terms oi-the Offer Letter relating to benefits
pavable upon a change in control. This letter agreement can only be modiffed by
a2 subsegueni written agreement executed by the Company and vou. This letter
agreement shall be governed by and interpreted in accordance with the laws of
the State of Conmecticut, without regard to its conflicts of laws or principles.

Tt is the intention of the partiss that the lump sum described in the third
and fourth paragraphs of this letier should-be exempt from Section 403%A2 as
short—-term deferrals, and that the restricted stock should also be exempt from
Section 4094, and this létter agreement in: the normal course 1is o be
interpreted accordingly. Nonetheless, If you are a "specified employee™ within
the meaning of Section 4C%A and any amounts or other compensation are (i)
pavable under this letter - agreement, (1i} subject to Section 409A as deferred
compensation and (11l) payable on account of your Separation from Service, then
such amounts or compensation may not be paid until six - months aftar your
Separation frcm Service date. Fimally, the parties intend at all times that no
payment or entitlement pursuant to this letter agreement will give rise to any
adverse tax consequences to aither party pursuant to Section 403A, and this
letter agreement shall be interpreted consistently with this paragraph. The term
“Separation from Service” shall have the meaning given to it by Section 40%A {or
any successor provision) {"S=ction 409A7) of the Internal Revenue Code of 1986,
as amended {the "Code™). :

_The Company will require any successor (whether direct or indirect, by
purchase, merger, consclidation or otherwise] to all or substantially all of the
business and/or. assets of fhe Company to assume expressly and agree to perform
this letter agreement in the same manner and to-the same extent that the Company
would be required to perform it if no such succession had taken place. "Company™
weans the Company as hereinbefore defined and any successor to its business
and/or. assets as aforesaid that assumes. and agrees to perform this letter
agreement by operaticn of law or ctherwise.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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December 24, 2008
Page 6 of' 6

To acknowledge vyour acceptance of the terms and conditions of this letter
agreement, please dign the bottom of this letter ~ agreement and fax it to me
Cdirectly at {203} 614-4527. Also, please return the originzlly  signed offer

letter to my attention.
Sincerely,
/s/ Cecilia K. McKenney
Cecilia K. McKenney

Exacutive Vice President, Human Resources
and Cz21l Center Sales and Servics’

Agreed to and acknowledged:

/s/ Peter B. Hayes ) December 29, 2008

Peter B. Haves Date

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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Froatier Communications Corporation
3 High Ridge Park
Stamford, Connecticut 06905
{203) 6145600

December 30, 2008

Mr, Denald R. Shassian
42 HWoocdland Drive
Rye Brook, NY 10573

Dear Don:

Raeference is made to the Offer Letter dated March 7, 2006 ["Offer Lettez”
between vyou and Frontier Communications Corporation {formerly Citizens
Communications Company) (the “Company"). '

The térms of the Enhanced Severance Benefit referred to in the Offer Letter
are hereby amended as follows: :

If, within one year following & "Change in Control" {as defined : below] of
the Company, vyou have a "Separation from Service" {as defined below] either
because (a) your employment is terminated. by the Company without *Cause" (as
defined below) or (b} you terminate your. employmeat as a result of (i] a
materizl decrease _in your base salary, target bonus or long term incentive
compensation target  from ‘those in effect immediately prior to ‘the Change in
Control for any reasen .other than Cause; (ii) a material relocation of your
principal office location.{(for this purpose, a relocation more than 50 miles
from the Company's Stamford, Connecticut headguarters area will be automatically
deemed material] or (iil) a material decrease in your responsibllities or
authority for any reason other than Cause (and prior to your terminatiag your
employment vyou provide ‘the Company with notice of the decrease or ,rslocation
within 90 days of the occurrence of such condition, the Company does nob remedy
the condition within 30 days of such notice, and you Separate from Service,
within two years of the initial occurrence of one or more such conditions}, vyou
shall ke entitled to a lump sum payment eqgual to two years' basse salary and
bonus target {based on the then current level of salary and bonus target or, if
greater, that in effect immediately prior to the Change in Ceontreol) and all
restrictions on restricted shares held by you shall immediately lapse and. such
restricted shares shall become fully-vestsd and . non-forfeitable. The'lump sum
payment will be made on the Exzpiration Date, as defined below,

A "Change in Control™ shall be deemed to have occurred:

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Mr_. Donald R. Shassian ) : :
December 30, Z008 :

~

Page 2 of o .

(A) When any . "perscn" as .defined in Section 3{a) (9 of the Securities
Exchange Act of 1934, as amended (the "Exchange Rct™),  and as usad in Section
13(d! and 14{d} thersof, including a "group"” as defined in Section 13(d} of -the
Exchange &ct (but  excluding the Company and any subsidiary and any employee
benefit plan sponscred or maintained by the Company or any subsidiary (including
any trustee of such plan acting as trustes)), directly or indirsctly, - becomes
the  "peneficial owner™ [as defined in Rule 13d-3 under the Exchange Act), of
securities of the Company representing 50% or more of the combined veting power
of the Company's then cutstanding securities; or

{B} Upon the econsummation of any merger or cther lkusiness combination
involving the Company, a sale of substantially all of the -Company's assets,
liguidation or  dissclution of the Company or a combination of the foregoing
transacticons [(the "Transactions™) other than a Transaction immediately following
which the shareholders of the Company immediately prior to the Transaction own,
in the same proportion, at least 51% of the woting power, dirsctly or
indireceivy,. of (i} the surviving corporation in any such merger or other
business combination; {ii} the purchaser of or successcr to the Company's
assets; {iiiy both the surwviving corporation and the purchaser in the event of
any combination-of Tramsactions; or (iv} the parent company owning 100% of such
surviving corporation, purchaser or both the surviving corporation and the
purchaser, as the case may be. -

"Cause' shall meazn your (a) willful and continued failure {other thamn as a
result of physical or mental illness or injury) to perform your material duties
in erfect immediately pricr to the Change in Control which continupes beyond 10
days after a written demand for substantial performance is delivered to vou by
the Company, which. . demand shall "~ identify and describe each failure with
sufficient specificity to allow vou to respond, (b) willful or intentional
conduct that causes material and demenstrable injury, monetary or otherwise, to
the Company or {¢) conviction of, or a plea of nole contendere to, a crime
constituting (i) a.felony wunder the laws of the United States or any State
thereof, or (ii) a misdemeanor involving moral turpitude. For these purposes, no
act or failure to act on vyour part shall be considered "willful"  or
"intentional™ wunless it 1s done, or omitted to be done by vou in bad faith and
without reasonable belief That your azction or inaction was in the best interests
of the Company. Any act gr failure to act based upon authority giwven pursuant to
a resclution duly adepted by the Board of Directors or based upon the advice oF
counsel for the Company shall be conclusively presumed to be deone, or omitted teo
be done, by you in good falth and in the best interests of the Company.

. If it is determined {as hereafter provided) - that any payment or
distribution by the Company to or for your benefit, whether paid or payable or
distributed or distributable pursuant to the terms of this letter agreement or
otherwise pursuant to or by reason of any other agreement, policy, plan, program
or arrangement, including without limitation any stock optlon, restricted steck
award, stock appreciation right or similar right, or the lapse or terminaticn of
any restriction on or the vesting or exercisability of any ¢f the forsgeing (a
"Severance Payment™), would be subject to the excise tax imposed by Section 4528
of the Code {or any successcor provision thereto} by reason of being “contingent
on a change -in  ownership or control™ of the Company, within the meaning of
Section 280G of the Code {or any successor provision therete) or te any similar
tax imposed by state or local law, or any interest or penalkties. with respect to
such excise tax. (such tax or taxes, teogether with any such interest and
penalties, are hereaftar collectively referred to as the "Excilse Tax"), then ths
Severance Payment shall be payable either {iy7in full or tii) as to such lesser
amount which would result in ne portiem of the Severance Payment being subject
to the Excise Tax {"Capped Payment"}, whichever of the foregoing amounts, taking
into account the applicable federal, state and local income taxes and the Excise
Tax, results in your receipt on an after-tax basis, of the greatest amount of
sconomic  benefits to you, notwithstanding that all or some portion o¢f such
benéfits may be taxable under Ssction 4999 of the Code.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2008



Mr. Donald R. Shassian b
Decamper 30, 2008
Page 3 of &

. Subject to' the provisions of Immediately preceding paragraph, all. -
determinations required to be made pursuant to this letter agreement, including
whethgr an Exclse Tax is payable by you and the amount of such Excise Tax, shall
be made by the nationally recognized firm of certified public accountants (the
"Accounting Firm") used by the Company prior to the Change in Control  {or, if
such Accounting Firm declines to serve, the Accounting Firm shall be &
nationally recognized firm of certified public accountants selected by youl. The
Roccounting  Firm shall be directed by the Company or you, as applicable, to
submit ‘its preliminary. determination and detailed supporting calculations to
noth the Company and you within 15 calendar days. after the date of your
termination .of employment,. 1if applicable, and any other such time or times as
may be requested by the Company or you. If the Accounting Firm defermines. that
any Excise Tax is payable by vou, the Company shall either (x) make payment of
the Severance Payment, or (y) reduce the Severance Payment by the amount which,
based on the Accounting Firm's determination and calculatiens, would provide you
with the Capped Payment -lexcept thai any portion of the Severance Payment that
constitutes deferred compensation that is subject to Section 409A shall not be
reduced, and its time and form of payment shall not be altered as a result of
this process), and pay to you such reduced amount, in each case, less any Excise
Taxes, federal, state, and local income and employment withholding taxes and any
other amounts reguired to be deducted or withheld by the Company .under
applicable statute or reguiation, If the Accounting Firm  determines that no
Excise Tax is payable by you, it shall, at the same time as it makes such
determination, furnish you with an opinien that you have substantial authority
not to repert any Excise Tax on your federal, state, local inceme or other tax
return. All fees and expenses of ths Accounting Firm and opinion letter shall be
paid by the Company in connecticn with the calculations required by this letter.

The provisions in this letter regarding lapsing of restrictions on
restricted stock in certain circumstances in the event of & Change in Contrel
will, remain in effect as long as you =re a member of the Senior . Leadership Team
("SLT"). - If at any time vou are no longer a member of the SLT, such provisions
will not apply.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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‘You shall not recelve any pavments or penaefits to which you may be sntitled
hersunder unless vyeu agres to execute a release” of all then existing claims
against the Company, .its subsgidiaries, affiliates, sharsholders, directors,
officers, employees and agents in relation to ciaims relating to or arising out
of your employment or-the business of the Company; provided, however, that any
such release shall not bar or prevent you from responding to any litigation or
cther proceeding initiated by a released party and asserting any claim or
counterciaim you have in such litigation or other proceeding as if no such
release -had been given as to such party,. nor shall it bar you from. claiming
rights that arise under, or that are preserved by, this letter agreement. ' To
comply with this paragraph, vyou must sign and return. the release within 45 davs
of the terminaticn of your employment, and you must not revoke it during a
seven—day revocation pericd that begins when the release is signed and returned
to the Company. Then following the expiration of this revocation period, there
shall occur the "Expiration.:Date," which is the. 53rd day following the date of
termination of your employment.

To the extent that .a payment of Secticn 403A compensation under this letter
agreemént is based upon your having & termination -of employment, "termination of
smployment™ shall have the same meaning as "Separation from Service” under
Section 409Ata){2) (A} (i} of the Code. In . addition, to aveid having such a
.separation from service occur after vour fTermination of employment, you shall
not have lafter your termination of employment) any duties or - responsibilities
that are inconsistent with the terminaticn of employment being treated as such a
separation from service as of the date of such termipation.

This letter agreement sets forth the entire agreement and understanding
between the Company and you relating to the subject matter hersof and supersedes
and réplaces all prior discussions and agreements between us regarding the
subject matter herecf, including, witheout limitation, the memorandun, dated
September 7, 2007, addressed to you from Maggie Wilderotter entitled "Terms of
Restricted Stock Award™ and the terms-of the Offer Letter relating to the
snhanced Severance Benefif. This letter agreement can only be medified by a
subsequent . written agreement executed by the Company and you. This letter
agreement - shall be governed by and iInterpreted in accordance with the laws of
the State of Connecticut, without regard to its conflicts of laws or principles.

It is the intention of the parties that the lump sum described in the third
paragraph of this letter should be exempt from Saction 4094 as a short-tarm
deferral, and that the restricted stock should also be exempt from Section 4093,
and this letter agreement in the normal course is to be interpreted accordingly.
Nonetheless, if you are a "specified employee" within the meaning of Section
409A and any amounts or other compensaticn are (i) payable under this letter
agreement, (ii) subject to Section 40%4 as deferred compensation end (iii)
payable on account of your Separation <from Service, then such amcunts or
compensation may not be paid until six months after your Separation from Service
date. Finally, the parties intend at all times that no payment or entitlement
pursuant to this letter agreemeant will give rise to any adverse Lax CONSequences
to either party pursuant to Section 408, and this letter agreement shall be
interpreted consistently with this paragraph. The term "Separation from Service”
shall have the meaning given to it by Section 40%A (or any successor provision)
("Section 409A™) of the Internal Revenue Code of 1986, as amended (the "Code™).

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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The Company will regquire any successor (whether direct or indizect, by
purchase, merger, consolidation or otherzwise] to all or substantially-all of the
business and/or assets of the Company to assume expressly and agree to perform
this letter agresement in the same manner and to the same exteat that the Company
would be required to perform it if .no such succession had taken place. "Company™
means the Company as nereinbefcre defined. and any successor to its business
and/or assets as aforesald that assumes and agrees to perform’ this letter
agreement by operdtion of law or otherwise. -

[REMAINDER OF PAGE INTENTIONALLY LEfT BLANK]

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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December 30, 2008 !
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[ai

To acknowledge your acceptance of the terms and conditions of this lette
agreement, please -sign the bottem of this -lstter agreement “and fax it to m
directly at (203} 614-48627., Aisc, please return the originally’ signed offe
letter to my attention. ' v L

s

. Sincerely{
/s/ Hilary E. Glassman
Hilary E. Glassman

Senior Vice:President, General Counssl
and Secretary -

Agreed to and acknowlaedged:

/s/ Donald R. Shassian Decembar 30, 2008

Donald R. Shassian Date

‘Source: FRONTIER COMMUNICATE, 10-X, February 27, 2009
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. Frontier Communications Corporation
3 High Ridgé Park
Stamford, Connscticut 06903
(203} ©14-5600

December 24, 2008

Ms. Cecilia K. McKeaney
24 Stone Paddock Place
Baedford, NY 10506

Dear. Cecilia:

. Referance is made to the Offer Lettar dated January 13, 2006 ("Offer
Letter™) between vou and Frontier Communications Corporaticn (formerly Citizens
Communications Company) {the "Company”).

The terms of the Enhanced Severance Benefit referrsd to in the Offer Letter
are hereby amended as follows: '

If, within one year following a "Change in Control™ (as defined below) of
the Company, you have a "Separation from Service" (as defined . below} either
because {a) your employment is terminated by the Company without "Cause” {as
defined below] or (b} you terminate your employment as a result of (i} a

_material ‘decrease. in your base - salary, target bonus or leong term incentive
compensation target from those in effact immediately prior to the Change in
Control for any reason other than Cause; ([ii} a2 material relocation of your
principal office location (for this purpose, 2 relocation more than.50 miles
from the Company's Stamford, Connecticut headguarters area will be automatically
deemed material) .or [iii) a. material decrease in your responsibilities or’
autnority for any reason other than Cause (and pricr to your ferminating vour
employment -you provide the Company with notice ¢f the decrease or relocation
within %0 days of the occurrence of such condition, the Company does not remedy
the condition "within 30 days of such notice, and you Separate from Service
within two years of the initial occurrence of cne or more such conditions), you
shall be entitled ‘to a lump sum payment egual to one year's base salary and
ponus target (based on the then current level of salary and bonus target or, if
greater, that in effect immediately prior to the Change in Control} and all
restrictions on restricted shares held by you shall immediately lapse and such
restricted shares shall become fully-vested and non-forfeitable. The lump sum
payment will be made on the Expiration Date, as defined below.

A "Change in Contrel' shall be deemed to have occurred:

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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December 24, 2008
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[A) When any “person” as defined in Section 3{a) (2} of the Securities
Exchange Act of 1934, as amended (the "Exchange Act™), and as used in Section
131d) and 14{d) thersof, including a "group" as defined in Section 13(d} of the
Exchange Act (but excluding tHe Company and any subsidiary and any employee
penefit plan sponsored or maintained by the Company or any subsidiary (including
any trustee of such plan acting as trustee)), directly or indirectly, becomes
the "penaficial owner™ {as defined in Rule 13d-3 under the Exchange 8act), of
securitias of the Company representing 50% or more oi the combined wvobing powser
of the Company's then cutstanding securities; or .

{B) Upon the consummation of any merger or other business combinatien
involving the Company, a sale of substantially all of the Company's assets,
liguidation or dissclution of the Company or a combination of the foregoing
transactions [the "Transacticns®) other than a Transaction immediately following
which the shareholders of the Company Iimmediately prior to the Transaction own,
in the 'same proportion, at least 51% of the voting -power, directly or
indirectly, of (1} the surviving corporation in any such merger or  other
pusiness combination; {ii) the purchaser of or successor to the Company’s
assets; {iil) both the surviving corporaticn and the purchaser in the event of
any combination of Transactiomns; or (iv) the parent company owning 100% of such
surviving corporation, purchaser or both the surviving corperation and the
purchaser, as the case may be. :

"Cause™ shall mean your {a} willful and continued £ailure (other than as a
result of physical or mental illness or injury} to perform your material duties
in effect immediately oprior to the Change in Control which continues beyond. 10
days after a written demand for substantial performance is delivered to you by
the Company, which demand shall identify and describe each failure with
sufficient specificity to allow vou to respond, (b] willful or intentional
conduct that causes material and demonstrable injury, menetary or otherwise, to
the Company or [(¢) conviction of, or a plea of nolo contenderse to, a crime
constituting {1) a feslony under the laws of the United States or any State
thereof, or {ii) & misdemeancr invelwing moral turpitude., For these purpeses, no
act or failure to act on vyour -part shall be - considersd "willful” or
"intentional™ unless it is done, or omitted to be done by you in bad faith and
without reasoconable belief that your dction or inaction was in the best interests
of the Company. Any act or fallure to act based upon autherity given pursuant to
a regsolution duly adopted by the Board of Directors or kased upon the advice of
counsal for the Company shall ke conclusively presumed to be dene, or omitted to
be done, by you in good falth and in the best interests of the Company.

Source: FRONTIER COMMUNICATI, 10-K, February 27,2009



. Ms. Ceciliz K. McKenney ' ' . .
December 24, 2008 :
Page 3 of 5§

E : If it is determined: {as hereafier prowvided) that any payment or
distribution by-the Company to or for veur benefit, whether pald or pavable or
distributed or distributablie pursuant teo the terms of this letter agreement or
otherwise pursuant to or by reason of any cther agreement, policy, plan, program
or arrangament, including without limitaticm any stock oprion, restricted stock
award, stock appreciation right or similar right, or the lapse or termination of’
any restriction on or the westing or exercisability of any of the foregoing (a
"Severance Payment™), would be subject to the excise Lax imposed by Section 4999
of the Code [or any .successor provision thereto) by reason.of being "contingent
on a change in ownership or control"™ of the Company, within the meaning of

" Section 280G of the Code {or any successor provision thereto) or to any similar
tax imposed by -8tate or local law, or any interest or peénalties with respect to
such excise tax (such tax or taxes, together with any such interest and
penalities, are hereafter collectively referred to as the "Excise Tax"]. then the
Sevarance Payment shall be paysble either (1) in full or (i1} as to such lesser
amount which would result in no portion of the Severance Payment being subject

. to the Excise Tax ("Capped Payment"), whichever of the foregoing amounts, taking
inte account the applicable federal, state and local income taxes and the Excise
Tax, results in your receipt on an after-tax basls, of the greatest amount of
aconemic benefits to you, notwithstanding that all or some portion of such
benefits may be taxable under Section 4999 of the Code.

Subject to the provisions of immediately preceding paragraph, all
determinations required to be made pursuant to this letter agreement, Iincluding
whether an Excise Tax is payable by you and the amcunt of such Excise Tax, shall
be made by thes nationally recogniged firm of certified public accountants (the
"accounting Firm"™} used by the Company prior to the Change ian Control (or, if
such Accounting Firm declines to gerve, the Accounting Firm shall he a
nationally recognized firm of certified public accountants selected by vou). The
.Accounting Firm shall be diracted by the Company or you, .as applicable, . to
submit its preliminary determination and detailed supporting  calculations to
both the Company and you within 1% calendar days after the date of your
termination of employment, 1if applicable, and any cother such time or times as
may be requasted by the Company or you. If the Accounting Firm determines that
any Excise Tax 1s payable by you, the Company shall either (x) make payment of -
the Severance Payment, or (y) reduce the Severance Payment by the amount which,
based on-the Accounting Firm's determination and calculaticns, would provide you
with the Capped Payment {except that any portion of the Severance Payment that
constitutes deferred compensaticn that is subject to Section 409A shall not be
reduced,  and its time and form.of payment shall not be alfered as a rasult of
this process), and pay to you such reduced amcunt, in each case, less any Excise
Taxes, federal, state, and local income and employment withholding taxes and any
other amounts reguired to be deducted or withheld by The Company under
applicable statute or regulation. If the Accounting Ffirm determines that no
Excise Tax is payable by you, it shall, at the same  time as it makes such
determination, furnish you with an opinion that you have substantial authority
not to report any Excise Tax on your federal, state, local income or other tax.
return, All fees and expenses of the Accounting Firm and opinion letter shall be
paid by the Company in connection with the calculaticns reguired by this letter.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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The provisiens 'in this lstter regarding lapsing of restricticns on
restricted stock in certain circumstances in the event of a Change in Control
will remain in effsct as long as vou are a member of the Senior Leadership Team
{"SLT")-. If at-any time veu are no longer a mempber of the SLT, such provisiens
will not apply.

You shall not receive any payments or benefits to which you may be entitled
hereunder unless vyou agree to execute a release of all then existing c¢laims
against the Company, its subsidiaries, affiliates, sharsholders, directors,
officers, employees and agents in relation te claims relating to or arising out
of your emplovment or the business of the Company: provided, however, that aay
such releass shall not bar or prevent you from responding to any litigation ox
other . proceeding  initiated - by a ‘raleased party and asserting any claim orx
counterclaim vyou have in such litigation or other proceeding as i1f no such
release had been given as to such party, nor shall it bar you from <¢laiming
rights that arise under, or that are preserved by, this letter agreement. To
comply with this paragraph, vou must sign and return the reledse within 45 days
of ‘the = termination of your employment, and you must not revoke 1t during a
seven-day revocation period that begins when the release is signed and returned
to the Company. Then following the expiration of this revocation period, there-
shall cecur the  "Expiration Date,™ which is the 53rd day following the date of
termination of vour. employment.

To the extent that .z payment of Section 40%A compensation undar this letter
‘agreement is based upon your having 3 termination of employment, "termination of-
employment” shall have the same meaning as “Separation from Service" under
Section 40%Afa)(2)(A) (i)  of the Code. In addition, +to avoid having such a
‘separation from service occur after your terminatiocn of employment,’ vou shall
not have (after your termination of employment).any duties or responsibilities
that are incensistent with the terminaticn of employment being treated 23 such a
separation from-service as of the date of such termination.

This letter agreement sets forth the entire agresment and understanding
between the Company and you relating to the subject matter hereof and supersedes .
and replaces all prior discussicns and agreements between us regarding the
subject matter hereof, including, without Ilimitation, the memorandum, dated
September 7, 2007, addressed to you from Maggie Wilderotter ‘entitled "Terms of
Restricted' Stock Award"” and the terms of the 0Offer Letter relating to the
£nhanced Severance Benefit., This letter agreement can only be modified by a
subsequent written agreement exscuted. by the Company and you. This letter
agreement shall be governed by and interpreted in accordance with the laws of
the State of Connecticut, without regard to its conflicts of laws or principles.

It is the intention of the parties that the lump sum described in the third
paragraph -of this letter should be exempt from Section 409A as a short-term
deferral, and that the restricted stock should also be exempt from Sectlon 4093,
and this letter agreement in the normal course is to be interpreted accordingly..
Nonetheless, 1f you are a ‘Tspecified employee" within the meaning of Section
4084 and any amounts or other compensation - are (1) payable under this letter
agreement, {il} subject tec Section 4098 as deferred compensation -and. (111}
payable on ‘account of your Separation from Service, then such amounts or
compensation may not be paid until six months after your Separstion from Service
date. Finally, the parties intend -at 21} times that no payment or entitlement
pursuant to this letter agreemant will give rise to any adverse tax consequences
to either party pursuant to Section 408%R, and this létter agreement shall be
‘interpreted consistently with this paragraph, The term "Separation from Service"
shall have the meaning given to it by Section 4097 (or any successor provisien)
t"Section 409A") of the Internal Revenune Code of 1986, as amended (the "Code"}.

Source; FRONTIER COMMUNICATI, 10-K, February 27, 2009
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The Company will reguire any. successor {whether direct or indirect, by

purchase, merger, conselidation or otherwise) to zll or substantialiy all of tha
* business and/or assets of the Company. to assume expressly iand agree to perform

this letter agreement in the same manner and to the same extent that the Company

would be required to perform it if no such successicn had taken place. "Company™

means the Company as  hereinbefore  defined and any successor to its business

and/or assets as arforesaid that ~assumes -and agrees to perform this lettsr
" agreement by operation of law or otherwise.

To acknowledge your acceptance of the terms and conditions of this -letter
agreement, please sign the bottom of this letter agreement and fax 1t to me
directly at (203)] 614-4627. Also, please return the originally signed offer
letier Lo my attention.

Sincerély,
/s/ Hilary =. Glassman
Hilary E. Glassman

Senior Viece President, General Counsel
and Secretary

Agreed to and acknowledged:

48/ Cecilia K. McKenney December 2%, 2008

Cecilia . McKennsy Date

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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Citizens Communications Company
3 High Ridge Park
Stamford, Connecticut 06%05
{203} 614=3800

July 8, 2005

Ms. Hilary E. Glassman
300 East 7lst Street
New ¥York, NY 10021

Dear Hilary:

It is my pleasure to confirm our offer of employment for the positicn of Senior’
Vice President, General Counsel and Secretary for Citizens Communicaticns
Company (the "Company"™). The work location for this position is in Stamford, CT.
A3 agreed, the start date for your employment with the Company is July 18, 2003,

Your total direct annual compensation is based upon three components: an annual
base salary of $250,000, an annual incentive target of 100% of base salary
lcurrently, $250,000, payable in cash}l and long-term incentive compensation in
the form of an annual award of 10,000 restricted shares at target {(to be granted
"annually based on performance,  whigh shares shall vest in equal installments
over a fodg-year periodl. The annuzl base Salary is pald on g semi-monthly
basis. The annual cash incentive compenszation is earned based upon achleving the
goals of the Citizens Incentive Plan and is paid on an annnal basis, gensrally
towards the end of the first quarter following the completion of the opsrating
‘year. Your annual cash incentive compensation £or 2005 is a guaranteed cash
payment of $275,000 of which $25,000 will be paid up-front in the form of a
one-time cash 'sign-on bonus pavable within 30 days of your hire date. The
guaranteed bonus is for 2005 only and all subsequent years boauses will be
earned based upon. achieving the goals of the Plan.

If (i) you aré terminated without Tcause"™, (ii) resign for "good reason", or
tiiiy Citizens Communications has a "change in control” and thereafter vyour
regponsibility, title, base pay or cash target incentive (as a percent of vyour
base pay), or annual restricted stock award is decreased, or your work locatiom
is moved more tham 25 miles frem Stamford, CT, you will be entitled to receive
tand will be paid no later than seven business days after the occurrence of the
relevant event) one-year of your then curreni -base pay in cash, 100% of vyour
then current target cash incentive compensation pro-rated for the Plan year and
one vear of continued medical, dental, life and other health benefits and all of
your restricted shares will immediately vest and become non-forfeitaple. For
purpeses of this paragraph, in ne event shall each of your anoual base salary or
target cash incentive compensation be less than $250,000. In the event of the
occurrence of any of the events described in clauses (i) ‘through (iii) above in
this paragraph, vyou will also be entitled to the amcount of The guarantesd cash
incentive compensation referred to akbove, if not previously pald. The terms
"cause”, "good reason™ &nd "change in contrel" shall have the msanings set forth
on Exhibit A hereto.

Source; FRONTIER COMMUNICATI, t0-K, February 27, 2008.



While employed with the Company and thereafter, with raspect to the period
during which you were employed by ‘the Company, vyou shall be indemnified by the
Company to-the. fullest éxtent permitted by its charter, by-laws or the terms of
any insurance or other indemnity policy applicable ~to other officers of the
Company {including any rignts to advance or reimbursement of legal fees

" thereunder). The Company shall provide that your right to indemnification
hereunder by the Company or any -~ insurance or indemnity policy shall at no time
be less than the right of any officer of the Company, in the same or similar
clrcumstances. ’

This 6ffer is contingent upon the Company's receipt cf acceptable results of a
background check and reference checks including, criminal record check, credit
check, drug test. and verification of education and employment, : -

Enclosed is a Mew Hire Kit including an Employment Application which you need to
complete and fax back te me at (203) 634-4840. Also included in the New Hire Kit
will be Citizens Employes Handbook, Code of Conduct, Electronic Comaunications
policy and benefit plan information. Please. be advised that your health and
welfare benefits begin on your 30th day of employment and.as a Citlzens
Communications. employee, you will be eligible to participats in & full range of
benefits. Please bring all of the original paperwork with you on your f£irst day
of work. : :

Federal law requires that you provide documentation -confirming your eligibility
to work in the United States. You will receive a list of documents that you may
use to establish your identify and employment eligibility in your New Hire Kit.
Please bring the appropriate documenits with yeu when you report to work on your
first day.

This oifer is not an. express or implied promise or guarantee of employment for a
specified period of time. Subject to the other terms of this letter, your
employment by the Company is at will and 1s subject to the conditions set forth
in the Code of Conduct as well as Company policies and applicable Federal, State
and local laws.

Hilary, we are very excited apbout the opportunity to work with wou. On behalf of
Citizens Communicaticons, I welcome you to cur team and eagerly anticipate the
benefits of your leadership. Please do not hesitate to call me with any
questions regarding this oifer.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



To -acknowledge vyour acceptance this offer, please email me directly a
confirmation of your acceptance this offer. In addition, please 'sign the.
pottom of this offer letter and reaturn the original to me directly on your first
day of employment. ’ . :

of
of

Sincerely,
/a/ Jeanne DiSturce

Jeanne DiSturco i
Senior Vice President, Human Resources

ce: Maggie Wilderotter

By signing. belew, I heraby accept the Citizeas. Communications Coempany's
contingent offer of employment. I understand that I will not have a contract of

" employment with Citizens for a specified pericd of time. I further agree to
abide by the employment policies and procedures established by Citizens.

/s/ Hilary E. Glassman 7/6/05
Hilary E. Glassman Date
® »

Source; FRONTIER COMMUNICATI, 10-K, February 27, 2009



EXHIBIT A .

"Cause" shall mean your willful and continued fallure {othet than as a resuit of
physical or mental! illness or injury} to perform vyour material duties to - the
Company or its subsidiaries {as described in the letter to which this exhibit is
atfached) which continues beyond 10 days after a written demand for substantial
performance is delivered to vou by the Company {the "Curs Period"}, which demand
shall identify and describe each failure with sufficient specificity to alliow
you to respond, (B) willful or intenticnal conduct that causes material and
demeonstrable injury, monetary or otherwise, to the Company; (C} conviction of,

or a plea of nole contendere  to, & crime * constituting ({x) a felony under the
laws of the United States or any state thersof or (y) a misdemeancor invelving
moral turpitude. For purposes of this definition, no act, or failure to act, on-
your part shall be consldered "willful" or "intenticnal™ unless 1t is done, or
omitted to be done, by vou in bad faith and without reasonable belief that your
action or lnaction was in the best interests of the Company. Any act, or failure
to act, based upon authority given pursuant to a reseolution duly adopted by-the

Board or based upon the advice of counsel for the Company shall be conclusively
presumed te be done, or omitted to be dene, by vou in good faith and in the best

interests of the Company. . :

"Good Reasen” shall mean- (A} the failure of the Company to pay or cause to be
paid’ your base salary or annual <cash incentive compensation, or grant the.
restricted shares  when due hersunder, (B) any substantial and continuing

S diminution in your position, authority or responsibilities from those described
in this letter to which this exhibit is attachad, (C} any releocation of your
‘principal - - office - locatien more than 25 miles outside of the Stamford,
Connecticut metropelitan aresa or (D} any other material breach by the Company of
the terms of this letter; provided that any of the events described in clauses
(A}, (B}, {C) or (D) of this definition shall constitute good reason only if the
Company fails to cure such event within 10 days after creceipt from vou of
written notice of the event which constitutes good reascon. (with sufficient
specificity from vou for the Company to respeond to such claim).

"Change in Control" shall be deesmed to have occurred: (A) whan any "person™ as
defined in Section 3(21{2) of the 'Securities = EBxchange Ach of 1934, as amended
{the "Exchange Act"), and as used in Secticn 13(d) and 14{d) thereof,  including
a "group" as defined in Section 13(d] of the Exchange Act (but excluding the
Company and any subsidiary and any emplovee benefit plan sponsgred or maintained
by the Company or any subsidiary ~ (including any trustee of such plan acting as
trustee)), directly or indirectly, becomes the "beneficial owner" (as defined in
Rule 13d-3 under the Exchange Act), of securities of the Company representing
50% or more of the combined wvoting power of the Company's then outstanding
securities; or

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



(8} Upon the consummation ¢f zny merger or other business combination invelving
the Company, a sale of substantially all of the Compan¥y's assets, liquidation or
dissclution of the Company or a combination ‘of the foregoing tramsacticns (the
"Transactions"™) other than a Transaction .irmmediately following which fthe.
shareholders of the Company immediately prior te the Transaction own, in the
same proportion, - at least 51% of the voting power, directly or iadirectly, of
(1) the surviving corporation in any such merger or ‘other business combination;
{ii}) the purchaser - of or successcr to the Company's assets; (iii) koth the
surviving corporation and the purchaser in the event of any ~combination of
Transactions; or (iv) +the parent company owning 100% of such surviving
corporation, purchaser or both the surviving corperaticn and the purchaser, as
the case may be. .

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



. Exhibit 10.25

frontidr Communicaticns Corperaricn
3 High Ridge Park
Stamford, Connecticut. 06305
(203) 614-5600 :

December 2%, 2008

Ms. Hilary E. Glassman
300 East 7lst Street
. New York, NY 10021

Dear Hilary:

Reference ls made to the Offer Letter dated July. 8, 2005 ("0ffsr Lettar™)
batween you and Frontier Conmminications Corporation (formerly Citizens
Communications Company) {the "Company™}.

This letter agreement sets forth the entire agreemént and . understanding
between the Company and vyou. zelating to.thes matters set forth in (i} the third
paragraph of the Offer Letter, (ii) Exhibit A to the Offer Letter and {iii} the
memcorandum, . dated September 7, 2007, addressed to you from Maggie Wilderotter
entitled "Terms of Restricted Stock Award" and in each case supersedes and
replaces all prior discussions and agreements between us regarding the subject
matters thereof. :

If, (a) vou are terminated without "Cause" {as defined below), ({b) resign
for "Good Reason" (as defimed below) or (o) within one year following a "Change
in Control™ . {as defined below) of the Company, you have a "Separation  from
Service" (as defined below) either because. (i} your employment is terminated by
.the Company without Cause or (i1i) -you terminate your employment as a result of
(&) a material decrease in your base salary, target bonus or long.term incentive
compensation target from those in effect immediately pfior-to the Change in
Contrcel for any reasen other than Cause; (B} a materlal relocation of vour
principal ‘office lofation {(for this purpose, = a relocation more than 50 miles
from the Company's Stamford, Connecticut headguarters area will be automatically
deemed material) or (C) a material decrease in vyour responsibilities ox
authority = for any reason other than Cause (and prior to your ' ferminating vour
employment vyou provide the Company with notice of the decrease or- relocation
within 90 davs of the occurrence of such condition, the Company does not remedy
the condition within 30 days of such notice, and yvou Separate from Service
within two vears of the. initial occurrence cof one or more such conditions), vyou
shall be entitled to a lump sum payment egual to one year's base salary and 100%
of your bonus target prorated for the plan vear (based on the then current level
of salary and bonus target ox, if greater, that in effect immediately prior to
the Change in Control (provided, however, that for purposes .of this paragraph,
-in. ne event shall each of your base salary or target cash incentive be less than
5250,000) and - all restrictioas on- restricted shares, held by you shall
immediataly lapse and such restricted shares shall beccome fully-vested and
anon-forféitable.. The lump sum payment will be made on the Expiration Date, as
defined below. The term "Separation from Service" shall have the meaning given
to it by Section 409A {or any successor provision) {"Section 40%A"}) of the
Internal Revenus Code of 1986, as amended {the “Code™}.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Ms. Hilary E. Glassman ' -
December 29, 2008
Page 2 of 7

Under the circumstances set forth in the immediately - preceding paragraph,
you shall also-be entitled to continuation-of medical, dental, life insurance
and other health benefits (pursuant to the same Company plans that are in effect
for active emplovées of the Company) with coverags retroaciive - to the date of
your termination of employment, and then continuing. for one year following your
termination of employment. To the extent that such medical, dental and other
health benefits. plan coverage is provided under a self-insured plan maintained
by the Company (within the meaning of Section 105(h) of the  Internal Revenue
.Code}, (i) the charge to you for each month of coverage will egual the monthly.
COBRA -charge established py tha Company for such coverage .in which you or your
spouse (as applicable) is enrclled  from time to time, based on the coverage
generally provided to salaried esmployees {(legs the amount of any administrative
charge typically assessed by the Company as part of its COBRA charge), and you
will be required to pay such monthly charge in accordance with the Company's
standard COBRA premium pavyment requirements, and {il} upon the Expiration Date,
the Company will pay you a lump sum in cash egual, in the aggregate, to the
monthly COBRA charge established by the Company on the payment date for family
coverage (but if at the date of your. termination of employment you are enrolled
for less coverage (i.e., single or employse-plus one}, then such coverage) with
respect to the highest. walue  health coverage provided to salaried employees.
under such self-insured plan for each month of coverage in the one year period.
"To the extent that such medical, dental and other health plan coverage is
provided undeér a fully-insured medical reimbursement plan (within the meaning of
‘Zection 105(h} of the Code), there will be nd charge to you for such covarage.
There will be no charge £o you for life insurance coverage.

A "Change in Control™ shall be deemed to have occurred:

(A} When any “person"™ ‘as defined in Section 3{a){9) of the Securities
Exchange Act of 1934, as amended (the "Exchange Act™), and as used in Section
13(¢} and 14(d) thereof, including a "group™ as defined in Section 13{d} of the
Exchange Act {(but - excluding the Company and any subsidiary "and any emplovee
benefit plan sponsored or maintained by the Company or any subsidiary ({including
any trustee of such plan acting as trustee})}, directly or indirectly, becomes
the ‘"beneficial owner" tas defined in Rule 13d-3 under the Exchange Act}), of
securities of the Company representing 50% or more of the combined voting power
of the Company's then cutstanding securities; or '

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Ms.. Hilary E. Glassman . . ’ -
December 29, 2008
Page 3 of 7

(B! Upon the consummation of any mergér or octher business combination
involving the Company,. & sale of substantially all of the Company’s assets,
liquidation ‘or dissoluticn of the Company or & combination .of the forsgoing
transactions {the "Transactions") other than a Transaction immediately following
which the shareholders' of the Company . irmediately prior to the Transaction own,
in the same . proportion, at least 51% of the voting power, directly or
indirectly, of (i) the surviving corporation in any such merger or ~other
business combination; (ii) the purchaser of or successor to the Company's
assaetsy  [1ii) both the surviving corporation-and.the purchaser in the évent of
any combination of Transactions; or (iv) the parent company owalng 100% of such
surviving corperation, purchaser or both the surviving corporation "and the
purchaser, as the case may be. '

»cause" shall mean vour (a) willful and continued failure (other than as a
result of physical or mental illness or iajury) to perform your material duties
in effect immediately prior to the Change in Control which continues beyond 10
days after a written demand for substantizl performance is delivered to you by
the - Company, which - demand shall identify and describe each failure with
sufficient specificity to allow you t¢ respond, (b} willful or intentional
conduct that causes material and demonstrable injury, monetary or otherwise, to
the Company or {c) conviction of, or a plea of nclo contendere to, & crime
constituting (i) a felony under the laws of the United States or any State
thereof, or (ii} a misdemeancr invelving moral turpitude. For these purposes, o
act - br - failure fo act on- your part shall ke considered "willful™ or
"ipntentional” unless it is done, or omitted to be done by vou in bad faith and
without reasonable belief that your action or inaction was in the best interests
of the Company. Any act or failure to act based upen authority glven pursuant to
a resolution duly adopted by the Board of Directors or based upon the advice of
counsel for the Company shall be conclusively presumed to be done, or omitted to
be done, by you in good faith and in the best intsrasts of the Company.

"Good Reason" shall mean {a) the material fallure of the Company to.pay or
cause to be paid your base salary or annual. bonus, - (b] a material decrease in
your ‘responsibilities or authority for any reason - other than Cause, (c} &
material relocation of vour  principal office location (for this purpose, a
raelocation moereé than 50 miles. from the -Company’'s Stamford, Cannecticut
headquarters area will be automatically deemed material) or {(d) any other
material breach of a material provision of this letter agreement or terms of the
Offer Letter that are not superseded hereby; provided that any of the events
described in clauses {a), (b}, (¢} or (d) of this paragraph. shall constitute
Good Reasen only if (x) the Company fails to cure such event within 30 days
after receipt from vou of written notice of the existence of the event or
circumstances constituting Good Reason specified in any of the preceding
clauses, which notice must be provided to the Company within 90 days after von
learn of the initial existence of such event or circumstances with sufficient
specificity from you for the Company te respond to such claim, and (y] you
Separate from. Service with the Company within two vears after the initial
existence of ong or mors such events or.clrocumstances.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Ms. Hilary E. Glassman ) .
Decamber 29, 2008
Page 4 of 7 .

If it is determined {as hereafter provided) that any payment or
distribution by’ the Company to or for your benefit, . whether paid or paysble or
distributed or distributable pursuant toc the terms of this letter agreement or
otherwise pursuant. to or by reasen of any other agreement, policy, plan, program
or arrangement, including without limitation any stock option, restricted stock
award, stock appreciation right or similar right, or the lapse or termination of
any restriction on or the vesting or - exercisability of any of the foregoing (a
“"Sevarance Payment"), would be subject Lo the excise tax impesed by Section 4999
of the Code {or any successor provision thereto) by reason of being “contingent
on a chande in . ownership or control™ of the Company, within the meaning of
Section 280G of the Code (or any successor provision theretc} or to any similar
tax imposed by state or local law, or any interest or penalties with respect to
such excise  tax (such tax or taxes, together with apy such  interest and
penalties, are hereafter collectively referred to ag the "Excise Tax"}, then the
Severance Payment shall be payable either (i) in full or (ii)} as to such lesser
amount which would result in no.portion of the Severance Payment being subject
to the Excise Tax ("Capped Payment”), whichever of the foregeoing amounts, taking
into account the applicable federal, state and local income taxes and the Exclse
Tax,  results in your receipt on an after—-tax basis, of the greatest amount of
economic benefits to you, notwithstanding that all or some portion of such
venefits may be taxzable under Section 4999 of the Code.

Subject to the provisicns of Immediately ‘preceding. paragraph, all
determinations regquired to be made pursuant to this letter agreement,  including
whethar an Excise Tax is payable by vou and the amount of such Excise Tax, shall
be made by the nationally’ recognized firm of certified public acgountants (the
"Accounting Firm") used by the Company prior to the Change in Control ({or, if
such Accounting Firm declines. to serve,” the Accounting  Firm shali be a
nationally recognized firm of certified public accountants selected by vou}. The
Accounting FPirm shall be directed by the Company or you, as applicable, to
submit its preliminary determination and detailed supporting calculations to
both the Company and you within 15 calendar days after the date of your
termination . of employment, 1f applicable,  and any other such time or times as
may be requested by the Company or you. If the Accounting Filrm determines that
any Excise Tax is pavable by you, the Company shall either (x) make payment of
the Severance Payment, or {y) reduce the Severance Payment by the amount which,
based on the Accounting Firm's determination and calculations, would provide you
with the Capped Payment. (except that any portion of the Severance  Payment that
constitutes deferred compensation that is subject to Section 409A shall not ke
reduced, and its time and form of payment shall not be altered as a result of
this process), and pay to vou such reduced amount, in each case, less any Excise
Taxes, federal, state, and local income and employment withholding taxes and any
other amcunts required to be deducted or withheld by the Company under
applicable statute or regulation. II the Accounting Firm determines that no
Excise Tax is payable by you, it shall, at the same time as it makes . such
determination, furnish you with an opinion that you have.substantial authority
not to report any Excise Tax on your federal, state, local income or ‘other tax
return. All fees and expenses. of the Accounting Firm and epinion letter shall be
paid by the Company in connectiosn with the calculaticns reguired by this letter.

Source: FRONTIER COMMURNICATI, 10-K, February 27, 2009



Ms. Hilary E. Glassman P
Decempber 29, 2008
Page 5 of 7

You shall not receive any pavments or benefits to which you may be entitled
hereunder ualess you agree to execute a release of all then  existing claims
against the Company, its subsidiaries, afTfiliates, sharcholdars, dirsctors,
officers, employees and agents in relation fo claims relating to or arising out
of your employmeni or the business of the Company; provided, howsver, .that any
such release shall not bar or prevent you from responding to any litigation or
other preceeding initiated by a released party and asserting any claim .or
counterclaim  you have in such litigation or other proceeding as if no such
release had been giwven as to such party, nor shall it bar you from claiming
rights that arise under, or that are preserved by, this letter agreement. To
comply with this paragraph, vyou must sign and return the release within 45 days
of the termination of your emplovment, and you must not revoke it during a
sevan—day” revocation period that begins when the release is signed and returned
te the Company. Then following the expiration of this revocation period, there
shall occur the. "Expiration Date," which is the 33rd day following the date of
terminaticn of your employment,

To the extent that a payment of Section 409A compensation under this letter
agreement is based upon your having a termination of employment, "terminaticn of
. employment™ shall have the same meaning as  "Separation from Service” under
Sectien 40%A{a) {2){A){i) of the Code. In additien, to avoid having such a
sgparation - from service occur after your termination of employment, you shall
not have {after your termination of emplovment) any duties or responsibilities
that are inconsistent with the termination of employment being treated as such a
separation from service as of the date of such termination.

This letter . agreement can  only be modified by a subsequent written
agreement executed by the Company and yvou. This letter agreement shall be
governed by and interpreted in accordance with . the laws of the 3tate of
Connecticut, without regard to its conflicts of laws or principles.

It ig the intention of the partiss that the lump sums described in the
third and fourth paragraphs of this letter should be exempt from Section 403%A as
.short-term - deferrals, -and that the restricted stock should also be exempt from
Section 4097, and this letter agreement in the normal course is to be
interpreted accordingly. Nonetheless, if you are a "specified employee" within
the meaning -of Secticn 40%A and any amounts or other compensation are {i)
payable under this letter agreement, (ii) subject fo Section 409A as deferred
compensaticon and (iii) payable on account of your Separation from Service, then
such amounts or compensation may not be paid until six months after your
Separation from Service date. Finally, the parties intend at zll times that no
payment or enptitlement pursuant to this letter agreement will give rise to any
adverse tax conseguences to elther party pursuant to Section 4094, and this
letter agreement shall be interpreted consistently with this paragraph.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Ms . Hilafy E. Glassman
December 29, 2008
Page 6 of 7

- The Company will require any successor (whether direct or.indirect, by
purchase, merger, consolidation or otherwise} to all or substantially all of the
business and/or assets of the'Company to assume expressly and agree to perform
this letter agreement in the same manner and to the same extent that the Company
would be recquired to perform it if no such successien had taken place. "Company"
means the Company as hereinbefore defined and any successor to its business
‘ands/or assets as aforesald that assumes and agrees to perform this letter
agreement by coperation of law or otherwise.. -

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



Ms. Hilary E. Glassman ° ) .
December 2%, 2008 ’
Page 7 of 7 . R

To acknowladge your acceptance of the terms and conditicns of this letter
agreement, please sign the bettom of this letter agreement and fax it to me
directly at (203) 614-4627. Also, vplease return the originally signed offer
letter to my attenticm. .

Sinceraly,
/s/ Cecilia K. McKenney
Cecilia K. McKenney

fxecutive Vice President, Human Resources
and Call Center Salesz and Service

Agreed to and acknowledged:

/s/ Hilary E. Glassman - . Cacember 2%, 2008

Hilary E. Glassman ‘ " Date

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



. ) Exhibitv 10.26

FORM OF RESTRICTED STOCK AGREEZMENT
{Mary Agnes Wilderotter)

This Agreement is made as oif ' {"Date of Award") between

Frontier Communications Corporation, a Delaware corporation  {the "Company"} and
Mary Agnes ‘Wilderotter (the "Grantee®). -In consideration of the agreements set

forth below, the Company and the Grantes agree as follows:

1. Grant: A restricted stock award ("Award") of shares {"Award
Shares"™) of the Company's common stock ("Common Stock”) is hereby
granted by the Company to the Grantee subject to: (i) the terms and
conditions of that certain Amended Employment Agreement, dated
December 29, 2008, between tThe Crantee and the Company (the
"Employment Agreement®); (ii} the following terms and conditions: and
(iil) the provisions of the Amended and Restated 2000 Equity Incentive
Plan {the "Plan"), the terms of which are incorporated by reference
herein. In tihe event of a conflict - among or between the Employment
Agreement and the tezms and conditions stated herein, the terms most
favorable to the Grantee shall control.

2. Transfer Restrictions: WMone of the Award Shares shall be sold,
assigned, pledged or ctherwise transferred, voluntarily or
inveluntarily, by the Grantee until such time as the - restrictions on
said Award Shares shall have lapsed.

3. Relesase of Restrictions: The restrictions set forth in Section 2 abowve -
shall lapse on one-fourth [25%) of the Award Shares on each [GRANT
DATE] beginning in [YEAR FOLLOWING GRANT DATE}, and ending on [FOURTH
ANNIVERSARY OF GRANT DATE]. . :

-

forfeiture:  The Award Shares shall be subject to forfeiture to the
Company in accordance with the terms of the Employment Agreement.

5. Adjustment of Shares: Notwithstanding anything contained herein to the
contrary, in the event of any change in the cutstanding Common Stock
resulting from a subdivision or ,consolidation of shares, whether
through reorganization, recapitalizatiocon, share split, rewverse share
split, share distribution or combination of shares or the payment of a
shars dividend, the Award Shares shall be treated in the same manner
in amy such transaction as other Common Stock.  Any Common Stock or
other securities received by the Grantee with respect to the Award
Shares in any such transaction shall be subject to the restrictions
and conditions set forth herein to the extent such restrictions and
conditions are not inconsistent with the terms of the Employment
Agreement.

6. Rights as Stockholder: The Grantee shall be entitled to all of the
rights of a siockholder with.respect to the Award Shares including the
right to wvote such shares and +to receive dividends and .other
distributions pavablse with respect to such shares since the Date of
Award. Any stock dividends payvable with respect to such shares shail
bear the same rastrictions as the underlying shares. Said restrictions
shall lapse at Lhe same time as restricticns lapse on the underlying
shares.

" Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



7. Escrow of Share Certificates: Certificates for the Award Shares shall
be issued in the Grantee’s name and shall be held by the Campany's
transfer agent ‘until all restrictions lapse or such shares are
forfeited as provided under the terms of the Employment Agreement. A

-certificate or certificates <representing the Award Shares as-to which
restrictions have lapsed shall be delivered to the Grantee, wupon the
Grantee's raguest, upon such lapse.

B Governmant Regulations: HNotwithstanding anvthing contained herein to
the contrary, the Company's obligation to . issue or deliver
certificazes evidencing the fward Shares shall ke subject to all
applicable laws, rules adnd regulations and to such apprevals by any
governmental agencies or .naticnal securities exchanges as may be
required.

9. Withheolding Taxes: Unless inconsistent with the terms of the

: Employment Agreement, the Company shall have the right to reguire the
Grantee to remit to the Company, or to withhold from other amounts
pavable to the rantee, as compensation or otherwise, an amount
sufficient to satisfy all federal, state and local withholding tax
requirements. The Company will offer Grantse the right to have
withholding requirements satisfied by the Company's withholding of
shares upon the timely written election of Grantee to utilizs shares
for withholding tax purposes. :

10. Bmplgyment: Nothing in this Agreement -shall confer upon Grantae any
right td continue irn.the employ cof Company, nor shall it interfere in
any way with the right of the Company to  terminate Grantee’s
smployment at any time consistent with the ferms of the Employment
Agreement .

11. Plan: Grantee acknowledges recsipt of a copy of the Plan, agrees to be
bound by the terms and provisions of the Plan zand agrees to
acknowledge, upon request of Company, recelpt of any prospectus or
prospectus amendment provided to Graniee by Company.

i2. Securities Laws: Grantee agrees to comply with all applicable
securities laws upon sale or dispositicn of shares acgquired hersunder.

13. Notlees: Notices to Company shall be dddressed to it at:

3 High Ridge Park
Stamford, CT (06805

and to Grantee at:

Source: FRONTIER COMMUNICATL, 10-K, February 27, 2009
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Company or- Grantee may from time to time designate -In writing
different addresses for receipi of notice. HNotice . shall be deemed
given when properly addressed and sent -first c¢lass or express mail.

Governing - Law: The terms of this Agreement shall be binding upon
Company, Grantee and their respective successors and assigns.. This
Agreement shall be performed under and determined in accordance with
the laws of the State of Connecticut. :

In Witness Whereof, the Company hzs caused this Award to he granted on the
date first above written. :

FRONTIER COMMUNICATIONS'CORPORATEON.

By:

Hilary Glassman . Mary Agnes Wilderotter
Senior Vice President, General Counsel and

Secretarv

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



- Exhibit 10.27°

FORM OF RESTRICTED STOCK ACREEMENT
(For Named Executive Officers other than Mary Agnes Wilderotterzr}

"'This Agreement is made as of - {%Date of Awdrd") betwsen
Frontier Communications Corporation, & Delaware corporaticn. {the “Cempany™} and
{the '"Grantee”). In consideration of the agreements set forth

below, the Company and the Grantee agree as follows:

1. Grant: A restricted stock award ("Award"] of shares ("Award
Shares") of the Company's common stock ("Commen Stock™) is hereby
granted by the Company te the Grantee subject to: (i) the terms and
conditions of that certain [Memorandum f£rom Mary Agnes Wilderotter,
Chairman and Chief Executive 0Officer of the Company, dated September

T _2007, adqressed te the Grantee {the "Change in Control
Memorandum”}] [amendment, dated December _ , 2008, to the Grantee's
Cffer Letter dated ; 200_ (the "Amended Offer Letter"™}]; {ii) the

following terms and conditions; and (iii) the provisions of the
Amended and Restated 2000 Eguity Incentive Plan (the "glan™), ‘the
terms of which are incorporated by reference herein. In the event of a
conflict between the [Change in Control - Memorandum] [Amended Offer
Letter] and the terms and conditions stated hefein, the terms of the
[Change in Control Memorandumi [Amended Offer Letter] shall centrel.

Z. Transfer . Restrictions: None of the Award Shares =shall ke sold,
assigned, pledged oxr otherwise transferred, voluntarily or
involuntarily, by the Grantee until such time as the restrictions on
said Zward Shares shall have lapsed.

3. Release:of Restrictions: ~Except as otherwise provided in the [Change
in Control . Memorandum] [Amended Offer Letter], ' the restrictions set
forth in Secticn 2 above shall lapse on one-four (25%) of the Award
Shares on each [GRANT DATE] bkeginning in [YEAR FOLLOWING GRANT DATE],
and ending on {FOURTH ANNIVERSARY OF GRANT DATE].

L4 Forfeiture: Subject to the terms of the [Change in Contrgl Memorandum]
[Amended’ Offer Letter], the Award Shares shall be subject to
forfeiture to the Company upen the Grantee's termination of zmployment
with the Company prior to the date the restrictions lapse as provided
in Section 3 above. '

5, Adiustment of Shares: MNotwithstanding anything contained herein te the
contrary, in the event of any change in the outstanding Common Stock
resulting from a * subdivision or consclidation of shares, whether
through reorganization, racapitalization, share split, reverse share
split, share distributien or combination of shares or the payment of a
share -dividend,. the Award Shares shall be treated in the same manner
in any such transaction as other Common . Stock. Any Commen Stock or
other securities. received by the Grantee with respect te the Award
Shares in any such transaction shall bhe subject to the restrictions
and conditions set forth herein.

Source: FRONTIER COMMUNICATE, 10-K, February 27, 2009



9. Rights as Stockholder: The Grantee shall ke entitled te all of the
rights of a stockholder with respect to the Award Shares including the
right to wvote such shares  and té receive divideads and other
distributions payvable with respect to such shares since the Date of
Award., Any stock dividends payable with respect to such shares shall
bear the same restrictions as the underlying shares. 3aid restrictions
shall lapse at the same time as restrictions *‘lapse on the underlying
shares.

7. Escrow of Share Certificates: Certificates for the Award Shares shall
be issuad. in the Grantee's name and shall be held by the -Company's
transfar agent wuntil 21l restrictieons lapse or such sharesz are
forfeited as provided .herein or under the terms of the [Change in
Control . Memorandum] [Amended Offer Letterl, as - applicable. A
certificate or certificates representing the Award Shares as to which
restrictions . have lapsed shall be delivered to the Grantee, upon the
Grantee's. reguest, upcn such lapss. :

8. GCovernment Regulations: Notwithstanding anything contained herein to
the contrary, the Company's - obligaticn te issue or deliver
certificates evidencing the Award - Shares shall be subject to zll
applicable ‘laws, rules and regulatidns and to such approvals by any
governmental agencies or national securities exchanges. &as may be
required.

9. Withholding Taxes: The Company shall have the right to require the
Grantee to remit to the Company, or to withhold from other amounts
payable to the Grantee, .as .compensation .or otherwise, an amount
sufficient to satisfy all federal, state and local withholding tax
requirements. The <Company will offer Grantes the right to have
withholding requirements satisfied by the Company's  withholding of
shares upon the timely written election ¢f Grantee to utilize shares
for withholding tax purposes.

10. Employment: HNothing in this Agreement shall confer upon Grantee any
right to continue in the employ of Company, nor shall it interfere in
any way with the right of the Company to terminate Grantee's
emplovment at any time.

11. Plan: Grantee acknowledges receipt of a copy of the Plan, agrees to be
bound by the terms and provisiocns of the Flan and agrees .-to
acknowledge, upon reguest of Company, receipt of any prospectus or
prospactus amendment provided to. Grantee by Company.

12. Securities. Laws: Crantee agrees to comply with =all applicable
securities laws upor sale or disposition of shares acquired hereunder.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



13. MNotices: Notices to Company shall ke addressed to it at:

3 Eigh Ridge Park
Stamferd, CT 06905

‘and to Grantee at:

Company or Grantee may from time to time designate in writing
different addresses for recelpt of notice. WNotice shall be deemed
given when.proparly addressed and sent first class or express mail.

14. Governing Law: The terms of this Agreement shall be binding upcn
Company, Grantee and thelr respective successors and assigns. This
Agraement shall be performed under and determined in accordance with
the laws of the State of Connecticut.

. In Witness Whereof, the Company has ¢aused this Award to be granted on the
date first above written. ’

FRONTIER COMMUNICATIONS CORPORATION

By: X
Hilary Glassman .

Senior Vice President, General Counsal and
Secretary

[GRANTEE]

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



. Exhibit 10.28

FRONTIZR COMMUNICATIONS CORPORATION

NON-EMPLOYEE DIRECTORS' COMPENSATION SUMMARY

STGN-ON OPTIONS

As approved by the Compensation Committee and subject to Section 3 of the
Won-Fmployee Directors® Equity Incentive Plan [the "Plan"}, upon commencement of
service. on the board each non-employee director will be awartled.a grant of
10,000 . options to. purchase the Company's ~common stock. These options are
exsrcisable six months after their grant. Tha price of these options is the Failr
Market Value (closing price) of the. Company's coemmon stock on the day of the
director's election to the board. Options sxpire ten years after the Grant Date
or, if earlier, on the first anniversary of-a director's termination of service
with respect to options granted after May 25, 2006.

FORMULA PLAN AWARDS

a grant of 3,500 stock units on the first business day of each FPlan Yezar [as
defined in the Plan).

QUARTERLY RETAINER FEE

A . non-emplovee director may elect to - recelve an annual retainer of either
$40,000¢ cash or 5,760 stock units, in each case payable in qguarterly
installments as of the first business day of each calendar gquarter (510,006 or
1,440 stock units per guarter).

QUARTERLY MEETING FEES AND STIFENDS

'A non-employee director may elect to receive meeting fees and stipends, when
applicable, 1in cash or sgock units, or a combination of the twe forms of
compensation. .

Each in-person board and committee meeting is walued at 52,000 and 2ach
telephonic board and committes mesting is walued at $1,000.

Each Committee Chair and the Lead Directcor will alse receive guarterly stipends
as follows:

Non-Employee Director Stipends Qtrly Annualized
Lead Director ' 53,750 515,000
Audit Committee Chair . 56,250 525,000
Compensation Committee Chalr 55,000 520,000
Nominating and Corporate Governance Committee Chair 51,875 $7,500
Retirement Plan Committee Chair $1,87% 57,500

Meeatin fees and stipends - ars paid on the last business day of the calendar
d T
guarter in which they were earned. :

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2006



VALUATION OF STOCK UNITS

Tees: The number of units to be awarded itc a diredtor who elects to defer all or
part-of his or her fees and/or stipends in stock units is determined as Zollows:

The cash value of the fees and/ocr stipends pawvable to the director are
divided by B85% of the Fair MMarket Valus ({the closing price} of the
Company's common stock on the last business day of the calendar quarter in
which the fees or stipends were earned.

Dividends: 2s of the date of any pavment of a stock dividend or stock spiit by
the Company, -a director's Stock.Unit Account will be credited with Stock Units
equal to the number of shares of Common Stock {including fracticnal share
entitlements} which.are pavable by the Company with respect to the number of
shares (including fractional share entitlements) equal to the number of Stock
iJnits credited to the director's Stock Unit Account on the record date for such
stock dividend or stock split. As of the date of any dividend in cash or
property. or other distribution pavable to -holders of Common Stock, the
director’s Stock Unit Account shall be credited with additional Stock Units
equal to the number of shares of Common Stock {including “fractiocnal share
entitlements} that could have been purchased at the Fair Market Value as of -such
payment date with the amount -which would have been -recelved as a dividend or
distribution on the number of shares (including fracticnal share entitlements)
equal to the Stock Units credited to the director*s Stock Unit Account as of the
record date.

ELECTION RULES AND PROCEDURES

Each director must elect by December 31 of the preceding vear {or within 30 days
after the individual becomes a directeor;  in which case the =lection shall be
effective only with respect to amcunts that are sarned for services performed
after the date the slectien is dallvered) whether he ¢r she will receive his or
her meeting fees, stipends, and ratainer in cash or stock units, or an egual
combination, of the two forms of compensation. A1l alactions made are
irrevocable.

DISTRIBUTION UPON TERMINATION OF SERVICE

Upon termination of serwvice as a director, a director's steck unit account shall
be paid ocut in the form of cash (valuing each stock wunit at the Fair Market
Value ({the «closing price) of a share ¢f the Company's commen - stock on the
termination date} or Company commen stock, at the election of the director [one
share of common stock shall be distributed for each stock unit ia the director's
stock unit account). Absent a wvalid election, stock units shall be paid out in
common stock.

Source: FRCNTIER COMMUNICATI, 10-K, February 27, 2009



Frontier Communicatiens Corperation

Statements of the Ratio of Earnings te Fixed Charges

{Dollars in Thousands)
{Unauditad)

Pre-tax income from continuing eperations hefore
dividends on convertible preferred securitiss, and

cumulative efféct of changes in accounting principle

(Inécme} or loss frém-equity investees

Prz-tax income from continuing scperatiens before
lincome) or loss from equity investees

Fixed charges .

Distriputed income of equity investees

Interest capitalizad

Preference security dividend requiraments of
conselidated subsidiaries

Total sarnings -’

Ratio of eatnings to fixed charges

Years-Ended December 31,

Ezhikbit 12

2008 2007 2006 2005 2004
5 289,156 5 342,868 $ 390,487 $.263,212 § 81,311
(4,007 (4;555) 138 (g1 (1,287}
284,488 338,013 350,622 263,121 80,044
3#3,516 391,404 343,354 346,521 38€,372
3,938 4,084 - 913 558
12,796} .EZ,SST) {2,081) {2,178} {2,274
(21} 1248 (642} (2,008 (8,718
% 658,930 $ 730,383 5 731,854 § 606,286 & 435,974
1.76 1.87 * 2.13 L.75 i,13

NOTE: The above calculation was performed in accordance
S-K 229.503(d) Ratio of earnings to fixed charges.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009
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Exhdibit 21.

Entity MName

‘C-DON. Partnership
Citizens Capital Ventures Corp.

Citizens
‘Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
. Citizens

Citizens,

Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens
Citizens

Directory Services .Cempany L.L.C.
Louisiana.Accounting Company
Mohave Cellular Company

NEWCOM Compaay -
NEWTEL, LLC

Pennsylvania Company LLC

SERP Administration Company

Telecom Services Company L.L.C.

Telecommunications
Telecommunications
Telecommunications
Telecommunications
Telecommunications
Telecommunicaticons
Telecommunications
Telecommunications
Telecommunicaticons
Telecommunicaticons
Telecommunications
Telecommunications
Telecommunications
Telecommunications
Telecommunications

Company
Company
Company
Company
Company
Company
Company
Company
Company
Company
Company
Company
Company
Company
Company

of
of

California Inc.
Tdahe

Tllinois
Minnesota, LLC
Montana
Nebraska
Nebraska LLC
Nevada

Mew York, Inc.
Qregon -
Tennessze L.L.C,
the Golden State
the Velunteer State LLC

the White Mountains, Inc.

Tuclumne

Citizens Telecommunications Company of Utah
Citizens Telecommunications Company o
Citizens Utilities Capital L.P.
Citizens Utilities Rural Company, Inc.
Commenweaalth Communication, LLC
Commonwealth Telephone Company LLC
Commonwealih Telephone Enterprises LLC
Commonwealith Telephone Enterprises, LLC

Commonwealth Telephone Management Services, Inc.

Conference-Call USA, LLC

CTE Delaware Holdings, LLC

CTE Holdings, Inc. ’

CTE Services, Inc.

CTE Telecom, LLC

¢TSI, LLC .

CU Capital LLC

CU Wireless Company LLC
Electric Lightwave MY, LLC
Evans Telephone Holdings, Inc.
Fairmount Cellular LLC

Frontier Cable of Wisconsin LLC
Frontier Communications - Midland, Inc.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009

West Virginia

Domestic
Jurls

Pennsylvania
Delaware
Delaware
Delaware
Delaware
belaware
Delawars
Delaware
Delaware
Dalaware
Californis
Delaware
Illinois
Delaware
Delaware
Delaware
Delaware
Mevada

New York
Delaware.
Delaware
California
Delaware
Delaware
California-
Delaware
West Virginia
Delaware
Delawars
Delaware
Pennsylvania
Pennsylivania
Delaware
Pennsylvania,
Delawars
Delaware
Pennsylvania
Pannsylvania
Pannsylvania
Pennsylvania
Delawares
Delawars
Delaware
Delaware
Georgila
Wisconsin
Illinoisg



Frontier
Frontier
Frontier
Frontier

Frontier

Frontier
Frontier
Trontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Froniier
Frontier
Frentier
Frentier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier
Frontier

Frontier

Frontier
Frontier
Frontier

Rhinelander Telephcne

Rib Lake
Rib Lake
T.¥M.4.,

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009

Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Comimuitications
Communications

.Communications

Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communications
Communicztions
Communicakbions
Communications
Communications
Communications
Communications
Communications
Communications
Communications

- Prairie, Inc.
- Schuyler, Inc.
-'St. Croix LLC
Corporation

of Algbama, LLC
of Rmerica, Iac.

of Au3abla-Valley, Incl

of Breezewood, LLC
of Canton, LLC

of DePug, Inc.

of Falrmount LLC
of Georglz LLC
ITlincis, Inc.
Indiana LLC
Iowa, LLC
Lakeside, Inc.
Lakewood, LLC

OO0 0000

Michlgan, Inc.
Minngsota, Inc.
Mississippi LLC
Mondovi LLC

o oo

<

New York, Inc.
Orion, Inc.
Oswayo River LLC

00000

Rochester, Inc.

Q0

20 PO PO PO o PO N O O e O o P P I PO O B Wl Rl o ]

the South, LLC
Thorntown LLC
Virogua LLC

Wisceonsin LLC

000

(o3
P

Directery Services Company, LLC
InfoServices Inc.

Security Company

Subsidiary Telco LLC

TechServ, Inc.

Telephone of Rochester, Inc.
Global Valley Networks,
GVN Services

Mohave Cellular Limited Partnership
MNavajo Communications Company, Inc.
NCC Systems, Inc.

Ogden Telephone Company
Phone Trends, Inc.
Rhinelander Telecommunications, LLC

Inc.

LLC

Cellular for Wisconsin RESA®#3, Inc.

Talecom, Inc.

Inc.

Lamar County, LLC

Mt. Pulaski, Inc.

Pennsylvania, LLC

Seneca—-Corham, Inc,
gylvan Lake, Inc.

Illinois
Illinois
Wisconsin
Delaware
Alabama
Delaware
New York
Pennsylvaniz
Pennsylvania
Iilinois
Georgia
Georgia
Illinois
Indiana
Towa
Iliincis
Pennsylvania
Blsbama
Michigan
Minnesocta
Mississippl
Wisconsin
Illinois
New York
Illincis
Pennsylvania
Pannsylvania
Delaware
New York
New York
Rlabama
Indiana
Wisconsin
Wisconsin
Celaware
Lelaware
Delaware
Delaware
Delaware
New York
California
California
Delaware
New Mexico
Texas .
New York
Mew York
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Delaware



B ) Exhibit 23.1° .-
Consant of Independsent Registered Public Accounting Firm

Beard of Directors and Shareholders
frontier Communications Corporation:

We consent to the  incorporation by referencs in the Registration Statements on
Form S-3 (Nos. 333-538044, 33-32873 and 33-63615), and on Form 5-8 (Nos.
333-151248, 333-151247, 333~-15124¢, 333-151245, 333-31054, 333-142636,
333-71597, 333-71821, 333-61432, 333-71029, 33-42972 and 33-48683}, of Frontier
Communications Corporation and subsidiaries of our reports dated February 26,
2009, with respect to the consclidated balance sheetfs of Frontier Communicatlons
Corporation - as of December 31, 2008 and 2007, and the related consolidated
statements of operations, shareholders' equity, comprehensive income and cash
flows for each of the years in the three-year period ended December 31, 2008,
and the effectiveness of internal contrel owver financial reporting as of
December 31, 2008, which reports appear in the December 31, 2008 annual repozt
on Form 10-K of Frontier Communications Corporation. .

Our reports refer to a change in the methods of accounting and disclosure
resuiting from the adoption of FASE Interpretation No. 48, "Accounting for
Uncertainty in Income Taxes" as. of Januwary 1, 2007, Staff Accounting Bulletin
No. 108, ™“Considering the Effects of Prior Year Misstztements when Quantifying
Misstatements -in Current Year Flnancial Statements" as of January 1, 2006 and
Statement of Financial Accounting Standards No. 158, "Employers' Accounting for
Pefined Benefit Pension and Other Postretirement Flans" as of December 31, 2006.

/s/KPMG LLP

Stamford, Connecticut
february 26, 200¢

Source: FRONTIER COMMUNICATL, 10-K, February 27, 2009



"+ Exhibit 31.1
CERTIFICATIONS
I, Mary Agnes Wilderotter, certify -that:

"1. T have reviewed this annual report on Form 10-K of Frontisr,
Communications Corporation; : : :

2, Based on my knowledge, this report does not contain any untrue statement
of a material fact or owmit to state a material fact necessary to make the
statements made, in light of the clrcumstances  under which such statements were
made, net misleading with respect to the period covered oy this report;

3. Based on my knowledgs, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial conditien, results of coperaticns and cash flows of the registrant as
of, and for, the periods presented in this report:

4, The registrant's other. certifying officer and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchangs Act Rules 13a-15(e2) and 15d-15{e}} and internal contrecl over financial
raporting (as defined in Exchange Act Rules 13a-15(f} and 15d-15(f})) for the
registrant and have: ’

a} Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervisicn, to
ensure that material information relating to the registrant, including its
consolidated subsidiaries, - is made known to us by others within ‘those
entities, particularly during the period in which this report is being
preparad; ) i

b} Designed such internal control over financial reporting, or caused
such internal control over <financial reporting to be designad under our
supervigion, to provide reasconable assurance regarding the reliability of
‘financial reporting and the preparation -of financial statements for
external purposes in accordance with generally accepted accounting
principles; ’ : .

¢) Evaluated the =ffectiveness of the registrant's disclosurs controls
and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of
the periocd covered by this report based on such evaluaticn; and

d) Disclosed in this report any.change in the regilstrant's internal
control over financial repeorting that occcurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal guarter in the case
of an annual repcrt) that has materially affected, or is reasonably likely
to materially affect, the registrant's internal control over financial
reporting; and

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



5. The registrant's other certifying officer and I hawve disclesed, based on
‘our most recent evaluation of intermal control ovar financial reporting, to. the
ragistrant's -andifors and the audit committes of the registrant's board of
directors (cor persons performing tha eguivalent functionsj:

a} All significant deficiencies and material weaknesses. in the design
or operation of internal control over fipancial reporting which are
reasonably likely to. adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b} Any fraud, whether or aot materizl, that involves management or
other employees who have 3 significant role in the reglstrant’s internal
control over financial reporting. :

Date: February 26, 2009 /s/ Mary Agnes Wilderotter
Mary Agﬁes Wilderotter
Chairman and Chief Executive Officer

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



. _ Exhibit-31.2
CERTIFICATIONS

I, Donaid R. Shassian, cerztiiy that:
1. I have reviewsad thnis annial’ repori on. Form 10<X of Frontier
Communications Corporation; : :

2. Based on my knowledge, this report does not contain ‘any untrue statement
of a2 material Fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were
made, not misleading with respect te the period covered by this report:

3. Based on my knowledge, the financial - statements, and other. financial
- information included in this repert, fairly present in all materizl respects the
financial condition, results of operations and cash flows-of the registrant as
of, and for, the periocds presented in this report; .

4. The registrant's other c¢ertifying officer and I are - responsible for
establishing and maintaining disclosure. contrels and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e}} and internal conrtrol over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and ~ 15d-15(f}} for the
registrant and have: ’

a) Designed such disclosure controls and procedures, ' or caused such
‘disclosure controls. and procedurss to be designed under cur supervision, te
ensure that material information relating to the reglstrant, including its .
consolidated subsidiaries, is made known to us by . others within those
.entities, particulazly during the pericd in which this réport is being
preparad; )

b) Deslgned such internal control over financial reperting, or caused
such internal control over financizl reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of
‘financial reporting and the preparation of financial statements for
axtarnal purposes 1in accordance with generally accaptad accounting
principles: ’ .

). Evaluated the effectiveness ¢f the registrant's disclesure controls
and procedures and presented in this report our conclusions about the
affactiveness. of the disclosure controls and procedures, as of the end of
the period covered by this report based on such gvaluation; and

dj Disclosed in this report any change in the registrant’'s internal
control over financial reporting that occurred during the registrant's most
recent. £iscal quarter (the registrant's Ecurth fiscal quarter in the case
of an annual report) that has materially cted, or i1s reasonably Likely
to matarially affect, the registrant's internal control over financial
reporting; and

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



5. The registrant's cokther certifying officer and I have disclosed, based on
our most recent .evaluation of internal contrel over financial reperting, to the
registrant's auditors and the audit committee of the registrant's beard of
directors (or persons performing the equivalent fuanctions): .

a) A1l -significant deficiencies and material weaknesses in the design
or operation of internal contrel over financial reporting which are
reasonably likely to adversely-affect the registrant's ability to record,
process, summarize and report financial information; and

b) Any fraud, whether or not material, that .involves management or
other employees who have a significant role in the registrant's internal
«control over financilal reporting. : .

Date: Februarv 24, 2009 /s/ Donald R. Shassian

Donald R. Shassian
Executive Vice President and
Chief Financial Officer

Source: FRONTIER COMMUNICATE, 10-K, February 27, 2009



. i ' " Exhibit 32.1

CERTIFICATION. PURSUANT TG .
18 U.S.C. SECTION 1350
) AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES~CYXLEY ACT OF 2002

In connection with the annual Report of Frontier Communications Corporation (the
rCompany") on Form 10-K for the period ended December 31, 2008 as-filed with the
Securities and Exchange Commission on the date herecf (the " "Report"), I, Mary
Agnes Wilderotter, Chairman and Chief Executive Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adepted pursuant te Section %06 of the

Sarbanes-Oxiey Act of 2002, that:

{1} The Report fully complies with the requirements of Sectien 13{a} or
15(d) of the Securities Exchange Act of 1934; and

() ~The informatiocn cohtained in the Report fairly presents, in all
material respects.. the financial condition and results of operations of the
Company.

/s5/ WMary Agnes Wilderotter

Mary Agnes Wilderotter

Chairman a2nd Chief Executive Officer
Fepruary 26, 2009

This certification is made solely for purpose of 18 U.3,C. Section 1350, subject
to the knowledge standard contained therein, and not for any other purpose.

A gigned original of this written statement reguired by Section 906, ¢xr other
document aunthenticating, acknowledging, or otherwise adopting the signature that
appears in typed form within the eledltronic wverzion of this written - statement
required by Section 906,  has been provided to Frontier Communicaticns
Corporaticn and will be retalned by Frontier Communications Corporation and
furnished to the Securities and Exchange Commissicon or its staff upon regquest.

Source: FRONTIER COMMUNICATI, 10-K, February 27, 2009



. Exhibit 32.2

CERTIFICATICN PURSUANT TO
18 U.8.C. SECTICM 1330
AS ADQPTED PURSUANT TQ
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual Report of Frontier Communications Corporation (the
"Company")  on Form l0-K for the period ended December 31, 2008 as filed with the
Securities and Exchange Commission-on the date hereof (the "Report™), I, Denald
"R. 8hassian, Chief Financial 0Officer of the Company, certify, pursuant to 18
0.5.C. Section 1350, as adopted pursuant to Section 206 of the Sarbanes-Oxley
Act of 2002, that: :

{1) The Report fully <complies with the requirements of Section 13(a) or
15(d} of the Securities Exchange Act of 1934; and ’

(2} The information contained in the Report fairly presents, in all
material respects, the financial condition and results of operations of the
Company.

/s/ Donald R. Shassian
Donald R. Shassian
Exscutive Vice President and Chief Financial Officer
February 26, 2009

This certification is made solely fer purpose of 18 U.5.C. Section 1350, subject
te the knowledge standard contained therein, and not for any other purpose.

2 signed original of this writfen statement required by Section 906, or other
document authenticating, acknowledging, or otherwise adopting the signature that
appears in typed form within the electronic wversion of this written statement
required by Section 906, has been provided te¢ Frontier | Communications
Corporation and will be - retained by Frontier Communicaticns Corporation and
furnished to the Securities and Exchange Commission or its staff upon request.
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