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BEFORE THE
MISSOURI PUBLIC SERVICE COMMISSION

Docket No.

JOINT APPLICATION

MAR 17 2006

Mi
se rv!ssouri PublicSeniice

Commissi,

Integra Telecom Holdings, Inc . ("Integra") and Electric Lightwave, LLC ("ELI") (to-

gether "Applicants"), through their undersigned counsel and pursuant to Section 392.300 RSMo

and the Rules of the Missouri Public Utilities Commission ("Commission") and contingent on

the Commission accepting jurisdiction over this matter,' request Commission approval or such

authority as may be necessary or required to enable the parties to consummate a transaction

whereby Integra will acquire direct control of ELI, a non-dominant carrier currently indirectly

controlled by Citizens Communications Company ("Citizens") . ELI holds authority from the

Commission to provide intrastate telecommunications services in Missouri . As a result of the

proposed transaction, Integra will acquire 100 percent of the membership interests of ELI.

As described in detail below, although the proposed transaction will result in a change in

the direct ownership of ELI, the instant transaction does not involve a transfer of certificates,

' As described more fully below, Applicants believe that the proposed transaction may not be within
the jurisdiction of the Commission . Nevertheless, Applicants file this Application out of abundance of
caution should the Commission determine otherwise .
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assets or customers and ELI will retain its authorization to provide intrastate telecommunications

services in Missouri2 Immediately following completion of the transaction, ELI will continue to

provide service to its existing customers in Missouri pursuant to its authorization under the same

rates, terms and conditions . Accordingly, this transaction is expected to be virtually transparent

to ELI's Missouri customers .

Applicants respectfully request that the Commission act expeditiously to grant the author-

ity requested herein prior to, but no later than, June 30, 2006, so that Applicants can timely

consummate the proposed transaction to meet important business objectives .

In support, the Applicants state as follows :

I .

	

DESCRIPTION OF THE APPLICANTS

A.

	

Integra Telecom Holdings, Inc. ("Integra")

1 .

	

Integra Telecom Holdings, Inc . 3 is an Oregon corporation with principal offices

located at 1201 NE Lloyd Boulevard, Suite 500, Portland, Oregon 97232 . Integra is a wholly

owned subsidiary of Integra Telecom, Inc . Through its state-specific operating subsidiaries,

Integra provides local telephone service, long distance calling, and high-speed Internet access to

small and mid-sized businesses in Minnesota, North Dakota, Oregon, Utah, and Washington.

Integra also provides long distance services in Montana and Wisconsin . Integra is a facilities-

2 Applicants will seek appropriate Commission approval and provide necessary customer notifications
if assets, customers or certificates are transferred in the future .

3 Commission rule 4 CSR 240-2.060 (1)(C) imposes a pleading requirement upon applicants who are
foreign corporations to include a certificate from the Secretary that they are authorized to do business in
the State of Missouri . Integra does not transact business in the State of Missouri and by maintaining this
proceeding as an applicant is not, as a matter of law, transacting business in the State of Missouri . As
such it is not required to register as a foreign corporation with the Secretary of State . Section
351 .572 .2(1) RSMo 2000 . Therefore, pursuant to 4 CSR 240-2.015, applicants submit that good cause
exists to waive this particular pleading requirement of4 CSR 240-2.060 .



based service provider, operating its network from various switching centers throughout its

operating regions . Today, Integra serves over 300,000 access line equivalents across its operating

area . Integra differentiates itself by staffing locally based customer care, technical, and account

management professionals whose goal is to provide high-level, personalized client service and

satisfaction and by investing substantial capital in building and operating a facilities based,

proprietary operating network .

2 .

	

Integra's operating subsidiaries are authorized to provide telecommunications

services in Idaho, Minnesota, Montana, Nebraska, New Mexico, North Dakota, Oregon, South

Dakota, Utah, Washington, and Wisconsin . Integra and its operating subsidiaries also are author

ized by the Federal Communications Commission to provide interstate and international tele-

communications .

3 .

	

Integra's management team has extensive experience in the telecommunications

industry . These key managers have managed the operations of both ILECs and CLECs, including

Integra. This highly qualified management team helped Integra become, in 2003, one of the first

CLECs to achieve free cash flow positive status . In addition, Integra was one of the first com-

petitive carriers to offer advanced data services over DSL facilities in several of its markets and

the first major CLEC, since the downturn in the capital markets in 2000, to repay its original

lenders in full when it refinanced its balance sheet in September, 2004 . With such success,

Integra is qualified to manage ELI's operations following completion of the proposed transac-

tion . Biographies of the key management team are provided as Exhibit A. Integra is also finan-

cially qualified to acquire ELI.



B.

	

Electric Lightwave, LLC ("ELI")

4.

	

Electric Lightwave, LLC is a limited liability company organized under the laws

of Delaware . ELI's current principal place of business is at 4400 NE 77th Avenue, Vancouver,

Washington 98662 . ELI's sole member is CU Capital LLC ("CU Capital"), a Delaware limited

liability company, whose sole member is Citizens Communications Company ("Citizens"), a

Delaware corporation . A Certificate of Good Standing for ELI from the Missouri Secretary of

State is provided as Exhibit B .

5 .

	

Founded in 1990, ELI is an integrated communications provider of local tele-

phone, data, network, and long distance services to small and medium enterprise businesses,

carriers, and the growing e-commerce market . In parts of the western United States, ELI is a full

service telecommunications provider, offering business customers a suite of integrated products

and services, including local phone service, switched and dedicated long distance, private

networks, advanced data and Internet access services . ELI's current full service markets include

Portland, Oregon; Seattle, Washington; Sacramento, California; Phoenix, Arizona; Salt Lake

City, Utah; and Boise, Idaho . Nationwide, ELI offers long distance, data, Internet access and

broadband transport services .

6 .

	

In Missouri, ELI is authorized to provide interexchange services pursuant to a cer-

tificate of service authority granted by the Commission in Case No. TA-97-246 on January 29,

1997." ELI is also authorized by the Federal Communications Commission to provide interstate

" The Certificate of Service Authority was granted to Electric Lightwave, Inc ., which later converted
from a corporation to a limited liability company . This resulted in a change in the company's name to
Electric Lightwave, LLC. ELI is in the process of updating its registration with the Missouri Secretary of
State and will make the appropriate name change filings with the Commission as soon as possible

4



and international telecommunications services . ELI provides service to one customer in Mis-

souri . s

II . CONTACT INFORMATION

7.

For ELI:

For the purposes of this Application, contacts for the Applicants are as follows :

Mark W. Comley (#28847)
NEWMAN, COMLEY & RUTH P .C.
601 Monroe Street, Suite 301
P.O . Box 537
Jefferson City, MO 65102
Tel :

	

(573) 634-2266
Fax:

	

(573) 636-3306
Email : comleym@ncrpc.com

Russell M. Blau
Brett P . Ferenchak
Bingham McCutchen LLP
3000 K Street, NW, Suite 300
Washington, DC 20007-5116
Tel :

	

(202) 424-7500
Fax :

	

(202) 424-7647
Email: russell.blau@bingham.com

brett.ferenchak@bingham.com

Hilary E. Glassman
General Counsel
Citizens Communications Company
3 High Ridge Park
Stamford, Connecticut 06905
Tel :

	

(203) 614-5059
Fax:

	

(203) 614-4651
Email : Hilary.Glassman(a),czn.com

5 This customer count may include customers that receive exclusively interstate services that are not
subject to the Commission's jurisdiction . Applicants include such customers in the customer count solely
for the Commission's convenience .



For Integra :

Aloa Stevens
Director Government & External Affairs - West
Electric Lightwave, LLC
3 Triad Center
Suite 160
Salt Lake City, UT 84180
Tel :

	

(801) 924-6356
Fax:

	

(801) 924-6363
Email : astevens@czn.com

Jay Nusbaum
Associate Counsel, Government Affairs
Integra Telecom Holdings, Inc .
1201 NE Lloyd Blvd., Suite 500
Portland, OR 97232
Tel :

	

(503) 453-8054
Fax:

	

(503) 453-8221
Email : iaynusbaumAintegratelecom.com

111 .

	

DESCRIPTION OF THE TRANSACTION

8.

	

In order to consummate the proposed transaction, Applicants have entered into a

Membership Interest Purchase Agreement ("Agreement") dated as of February 6, 2006 . Pursuant

to the Agreement, Integra will purchase from CU Capital all of the issued and outstanding

membership interests in ELI, and will thereby become the sole controlling member of ELI. The

purchase price to be paid by Integra will be approximately $247 million including $243 million

in cash plus the assumption of $4 million in capital leases, subject to customary adjustments .

Immediately following the transaction, ELI will continue to operate as a separate subsidiary of

Integra . For the Commission's convenience, pre- and post-transaction corporate organizational

charts are provided as Exhibit C attached hereto .

9 .

	

Although the proposed transaction will result in a change in the ownership of ELI,

the proposed transaction will not adversely affect the assets ELI currently holds or any of the

customers who receive service in connection with ELI's on-going operations . Immediately



following the consummation of the transaction, those customers will continue to receive service

under the same rates, terms and conditions of service . The transfer of control of ELI to Integra,

therefore, is expected to be seamless and virtually transparent to consumers in the State of

Missouri, in terms of the services they receive . 6

10 .

	

Pursuant to the requirements of 4 CSR 240-2 .060, Applicants state that they do

not have any unsatisfied final judgments or decisions against them in any state or federal agency

or court which involve customer service or rates, which action, judgment or decision occurred

within the last three (3) years . ELI further states that it has no such pending actions against it .

Integra states that, although it has no actions pending against it, one of its wholly owned subsidi-

aries has one action pending against it in state court in the State of Washington . During 2005, a

suit was filed in King County (Washington) Superior Court against Integra Telecom of Washing-

ton, Inc . by a customer . The customer alleges a violation of the Washington Consumer Protec-

tion Act based on Integra Telecom of Washington, Inc.'s practice of billing a certain surcharge to

its customers and is seeking class action status . The customer is seeking actual and trebled

damages for the proposed class, costs, attorney fees and injunctive relief.

11 .

	

To the best of their knowledge, Applicants have no annual report or assessment

fees that are overdue . In addition, Applicants do not anticipate that the proposed transaction will

have any impact on tax revenues of any political subdivision in which structures, facilities or

equipment ofthe Applicants are located .

6

	

For branding and customer identity purposes, Integra intends, as part of a transition plan, to adopt
a simple, easy to understand single brand entity, utilizing the Integra name, the ELI name, or a combina-
tion of the two names . To the extent necessary, Integra will inform customers and the Commission of
these changes and obtain any required consents, including any required consents of the Commission .



IV.

	

PUBLIC INTEREST STATEMENT

12 .

	

Applicants respectfully submit that the transaction described herein will serve the

public interest . The proposed transaction will provide the Applicants with access to each other's

advanced network capabilities, technical and financial strengths and complementary services,

which together are expected to strengthen the Applicants' ability to expand their offerings and

provide more advanced telecommunications services to a broader customer base . Applicants

expect that the proposed acquisition will enable ELI to continue to offer innovative products and

to further strengthen its competitive position to the benefit of Missouri consumers and the State's

telecommunications marketplace .

13 .

	

Further, the transaction will be conducted in a manner that is expected to be virtu-

ally transparent to customers of ELI. The transfer of control of ELI will not result in a change of

carrier for end user customers . Following consummation of the proposed transaction, ELI will

continue to provide high-quality communications services to its customers without interruption

and without immediate change in rates, terms or conditions .

14 .

	

The public interest will also be served by expeditious consideration and approval

of the transaction no later than June 30, 2006. For various important business and financial

reasons, including changing market conditions, Applicants require that the transaction be closed

as quickly as possible, Applicants emphasize that the proposed transfer of control is expected to

be seamless and is not expected to result in the discontinuance, reduction, loss, or impairment of

service to customers . Accordingly, Applicants request that the Commission commence its

examination of the proposed transaction as soon as possible and complete its review no later than

June 30, 2006,



V.

	

JURISDICTION OF COMMISSION OVER PROPOSED TRANSACTION

15.

	

Applicants file their application for approval under Section 392.300 out of an

abundance of caution in case the Commission determines that the statute applied to their transac-

tion. Whether the Commission ultimately determines that it does have jurisdiction over this

transaction is not Applicants' primary concern . Instead, Applicants are primarily concerned that

such a decision is made promptly and if approval is necessary, that it be granted in an expedited

fashion so that Applicants can complete their transaction in a timely fashion . As described

below, Applicants believe that the Commission does not have jurisdiction over the proposed

transaction, which conclusion is consistent with prior Commission decisions .

A .

	

Applicability of Section 392.300

16.

	

Under Section 392 .300 .1, the Commission must approve the sale of "any part of

its franchise, facilities or system, necessary or useful in the performance of its duties to the

public" or any, direct or indirect, merger of such line or system, or franchise, or any part thereof,

with any corporation, person or public utility . This section would appear to apply to the transfer

of assets of a telecommunications company or the merger of a telecommunications company

with another entity . On its face, however, Section 392.300.1 does not appear to apply to the mere

transfer of an ownership interest in a company . This section would clearly apply to the transfer

of assets of a telecommunications company or the merger of a telecommunications company

with another entity . An acquisition of the membership interest in a telecommunications com-

pany, therefore, falls outside the scope of Section 392.300 .1 .

As described above, the proposed transaction involves the acquisition by Integra of all the member-
ship interests of ELI in exchange for cash and assumption of certain liabilities . This acquisition of the
membership interest in a limited liability corporation is equivalent to a stock purchase in a corporation .

9



17.

	

The Commission has, under Section 392.300.2, jurisdiction over transactions

similar to Applicants' proposed transaction . Specifically, Section 392.300.2 requires approval for

the stock corporation to buy more than 10% of the capital stock issued by a telecommunications

company organized or existing under or by virtue of the laws of Missouri . ELI, however, does

not issue capital stock but issues membership interests . In addition, ELI is not organized or

existing under or by virtue of the laws of Missouri, but under the laws of Delaware . Section

392 .300.1, therefore, does not apply to ELI.

B.

	

The Commission has Dismissed for Lack of Jurisdiction Applications for

Approval of Similar Transactions

18 .

	

The Commission has dismissed for lack of jurisdiction a number of application

for approval of transaction similar to the proposed transaction of Applicants .

	

Recently, the

Commission determined that Section 392 .330.1 did not apply to a transaction in which the

membership interests in KMC Data LLC ("KMC Data") were acquired by Hypercube, LLC

("Hypercube") . $ The Commission concluded that since KMC Data would retain all of its assets

and would simply be owned by a different holding company, KMC Data was not disposing of its

franchise, facilities, or system . In KMC DatalHypercube, the Commission also recognized that

Section 392.300.2 did not give the Commission jurisdiction over the transaction because KMC

Data does not have stock, but instead is a limited liability corporation that issues membership

interest and Hypercube was not organized under Missouri law . Since the transaction proposed

'Joint Application ofHypercube, LLC and KMC Data LLCfor Grant ofthe Authority to Complete a
Service of Transactions Resulting in the Transfer of Control of an Authorized Carrier, Case No. TM-
2006-0289, Order Dismissing Joint Application (Feb . 23, 2006) (hereinafter KMCDatalHypercube) .

1 0



by Applicants has these same elements,9 Commission precedent would dictate that the Commis-

sion dismiss this Application for lack ofjurisdiction .

19 .

	

Similarly, in a transaction involving the acquisition of all of the outstanding stock

of a certificated entity, the Commission agreed with Staff that Section 392.300 .1 does not apply

to the sale of stock of a corporation that holds a Certificate in Missouri . °	Specifically, the

Commission stated that "Section 392.300.1 does not apply to this proposed transaction because

the sale of stock is not contemplated in those actions requiring Commission approval." Id.

Applicants have proposed an almost identical transaction, the acquisition by a company (Integra)

of all of the outstanding membership interest in a limited liability company that holds a Certifi-

cate in Missouri (ELI). Based on the precedent ofKMC DatalHypercube and Ex6p, and cases

like them," the Commission should dismiss Applicants' Application for lack ofjurisdiction .

9 Applicants note that while the Commission explicitly waived Section 392.300.2 for KMC Data in its
certificate cases, Section 392.300.2 was not waived by the Commission in the certificate case of ELI.

'° In the Matter of the Application ofD2R2, Inc., for Authority to Acquire all ofthe Outstanding Stock
ofExOp ofMissouri, Inc., or in the Alternative a Requestfor Finding that the Requirementfor Approval
has been Waived, Case No. LM-2004-0063, Order Granting Motion to Dismiss for Lack of Jurisdiction
(Case NO. LM-2004-0063) (hereinafter ExOp).

1 1 See In re Merger ofSBC Communications, Inc. andAmeritech Corporation, Case No. TM-99-76,
Report and Order (Oct . 8, 1998); In re the Joint Application of Feist Long Distance Services, Inc.,
Telecom Resources, Inc. d/b/a TRINetwork, Inc., and Advanced Communications Group, Inc. for Ap
proval of Transfers of Control, Case No. TM-2000-146, Order Dismissing Application for Lack of
Jurisdiction (Oct . 19, 1999) (cited in Case No. LM-2004-0063); In re Joint Application of NEXTLINK
Missouri, Inc. andNEXTLINK Long Distance Services, Inc. for Approval ofthe Pro Forma Transfers of
Control of NEXTLINK Missouri, Inc, and NEXTLINK Long Distance Services, Inca from NEXTLINK
Communications, Inc. to NMAcquisition Corp., Case No. TM 2000-524, Order Granting Staffs Motion
to Dismiss for Lack of Jurisdiction (March 31, 2000); In re Joint Application of Matrix Telecom, Inc.,
AvTel Communications, Inc. and Matrix Acquisition Holdings Corp . for Approval of a Stock Purchase
Agreement and Related Transaction, Case No. TM-2000-247, Order Granting Motion to Dismiss for
Lack of Jurisdiction (May 30, 2000); In re Application of SBC Long Distance, Inc., and SBC Telecom,
Inc., for Authority to Transfer Stock ofSBCLong Distance, Inc., to SBC Telecom, Inc., and Convert SBC
Long Distance, Inc. to a Limited Liability Company, Case No. XM-2005-0219, Order Approving the
Merger of SBC DataComm into SBC Long Distance, and Finding no Jurisdiction to Review the Transfer
of SBC Long Distance's Stock (March 1, 2005).



20.

	

All of the cases cited by Applicants conclude that transfers of control not affect-

ing the operations of the certificated entity are outside the jurisdiction of the Commission under

Section 392 .300 . The Commission, therefore, should similarly dismiss Applicants' Application

for lack ofjurisdiction .

VI. CONCLUSION

For the reasons stated above and to the extent the Commission has jurisdiction over the

transaction, Applicants respectfully submit that the public interest, convenience, and necessity

would be furthered by a grant of this Application for the transfer of membership interests and

control of Electric Lightwave, LLC to Integra Telecom Holdings, Inc . Applicants respectfully

request expedited approval (or dismissal if the Commission determines that it does not have

jurisdiction over the proposed transaction) by June 30, 2006 to permit Applicants to complete the

transaction in a timely manner.

Russell M. Blau
Brett P . Ferenchak
Bingham McCutchen LLP
3000 K Street, NW, Suite 300
Washington, DC 20007-5116
Tel :

	

(202) 424-7500
Fax:

	

(202) 424-7647
Email:russell.blau@bingham.com

brett.ferenchak@bingham.com

Counsel to Electric Lightwave, LLC

Dated : March 17, 2006

e

MarkV. Comley (428847)

	

//f7
NEWMAN, COMLEY & RUTH, P.C!/
601 Monroe Street, Suite 301
P .O. Box 537
Jefferson City, MO 65102
Tel :

	

(573) 634-2266
Fax :

	

(573) 636-3306
Email : comleym@ncrpe.com

Counsel to Integra Telecom Holdings, Inc .



Certificate of Service

I hereby certify that a true and correct copy of the above and foregoing document was
sent via e-mail on this 17th day of March, 2006, to GenerayfCounsel's Office at gencoun-
sel@psc.mo .gov ; and Office of Public Counsel at gpcservice@(*d.mo.gov .
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EXHIBIT A

Management Biographies



Integra Telecom Management Biographies

Dudley R. Slater, Chief Executive Officer
Mr. Dudley Slater, CEO, who is also a co-founder of the company, beads the company's
management team. Mr. Slater has extensive experience in acquiring and managing local and
competitive telephone properties. Prior to founding Integra, he served as a Principal of Rural
Link Communications, an investment company that invested in and provided management
services to a number of ILEC and ICP properties .

Prior to Rural Link, Mr. Slater was Assistant Vice President of Business Development for Pacific
Telecom, a consolidator ofrural ILEC and related long distance, Internet, and cellular properties
where he managed one of the most successful local telephone acquisition programs in the
industry. He has completed definitive agreements for over 30 acquisitions, mergers, divestitures
or restructurings with aggregate value of approximately $1 billion. Mr. Slater has 21 years of
experience in the telecommunications industry .

Jim Huesgen, President and Chief Operating Officer
Mr. Huesgen has over 26 years experience in the telecommunications industry . He was formerly
Executive Vice President and Chief Financial Officer for Pacific Telecom (PTI) . In this role, he
was responsible for finance, accounting, purchasing, business development, and information
services for PTI and all its subsidiaries . As a representative ofPTI's parent corporation,
PacifiCorp, he was one of the principal negotiators ofPTI's $2.2 billion sale to CenturyTel in
1997. In 1998, he negotiated financing and acquisition as a co-founder of Alaska
Communications Systems (ACS), a local exchange, wireless, and Internet service provider with
over 320,000 access lines, 70,000 cellular customers, and 26,000 long distance customers . Mr.
Huesgen has completed over 40 mergers and acquisitions that total, in the aggregate, over $5
billion, and he has substantial experience in directing the integration of acquired properties. Mr.
Huesgen also was a member of the Telecommunications Advisory Group to the Federal
Communications Commission in the early 1980s and assisted in the rewrite of the USDA for
telecommunications companies .

Matt Fahey, Senior Vice President of Finance
Fahey, who has been with the company since 2000, formerly served as Integra's corporate
finance manager. Prior to joining Integra, Fahey served four years as senior auditor for Arthur
Andersen in Portland, Oregon, where he worked primarily with high-tech manufacturing and
software companies including Integra. Fahey holds a Bachelor of Business Administration with a
focus in finance from Gonzaga University and a post-baccalaureate accounting certificate from
Portland State University .

Deborah J. Harwood, Vice President and General Counsel
Ms . Harwood's legal career spans 22 years, ofwhich more than 19 years have been spent in
corporate telecommunications practice. She previously served as Vice President and General
Counsel for Alaska Communications Systems, Inc. a full-service telecommunications provider in
the State of Alaska . Ms. Harwood also held the position of Vice President and Chief Counsel for
Electric Lightwave, Inc, a CLEC headquartered in Vancouver, Washington . Prior to Electric
Lightwave, Ms. Harwood was Senior Corporate Counsel for Pacific Telecom, Inc. where she
was an integral member ofthe Pacific Telecom transaction team that successfully consummated



telecommunications transactions totaling over $4 billion . Ms. Harwood is admitted to practice
law in the states of Oregon and Washington .

Julie Rouzee, Chief Technology Officer
Ms. Rouzee has more than 19 years of experience in the telecom industry, with the last nine
years focused on directing large to medium project teams . Prior to joining Integra, Rouzee spent
two years as information technology manager at CenturyTel in Vancouver, Washington, and she
served as lead project manager for Pacific Telecom, also in Vancouver. Rouzee holds a Bachelor
of Arts degree in business and management from Washington State University.

Carol Wirsbinski, Senior Vice President of Regulatory Affairs
Ms. Wirsbinski has nearly 20 years of experience in telecommunications and previously served
as the Senior Vice President and General Manager of Integra Telecom of Minnesota . She now
handles all regulatory relations for the Company . Prior to joining Integra, she served as Market
Director for Aerial Communications, where she propelled the Minneapolis market to a number
one market ranking . While working for Nextel Communications, she developed indirect
marketing channels and deployed revolutionary customer care workflow management systems,
while improving their core business process .

Lisa Hillyer, Vice President Human Resources
Ms. Hillyer has 13 years experience in human resources in the telecommunications and corporate
financing industries . Prior to joining Integra in 1998, Ms. Hillyer served as Human Resources
Manager for Southern Pacific Funding Corporation and operated in several HR capacities over
the course of nine years with PacifiCorp Financial Services . Ms. Hillyer earned her Bachelor of
Science degree from Oregon State University and has achieved Senior Professional in Human
Resources certification.

Dave Bennett, Senior Vice President Network Planning
Mr. Bennett brings over 30 years experience in the telecommunications industry . Mr. Bennett
most recently held the position of Regional Manager, Operations with CenturyTel where he was
responsible for overseeing 400,000 access lines in ten states . Prior to that, Mr. Bennett was the
Regional Manager of Engineering with CenturyTel where he was responsible for the engineering
and implementation of the Capital Construction Program for CenturyTel's western region states .
Before joining CenturyTel, Mr. Bennett was the Corporate Manager of Engineering with Pacific
Telecom, Inc .

John Nee, Vice President of Marketing
Mr. Nee has 10 years experience in sales, marketing and business development . Prior to joining
Integra in 2000, Nee held management positions with Sequent Computer Systems (now IBM)
and Creativepro .com where he managed strategic partnerships, application services development
and e-commerce capabilities . Nee holds a Bachelor of Science degree from Pepperdine
University and an MBA from Portland State University.



EXHIBIT B

Certificate of Good Standing for ELI



STATE OF MISSOURI

I, ROBIN CARNAHAN, Secretary ofthe State ofMissouri, do hereby certify that the records
in my office and in my care and custody reveal that

using in Missouri thename

a DELAWARE entity was created under the laws ofthis State on the 14th day ofJune, 1996,
and is in good standing, having fully complied with all requirements ofthis office .

IN TESTIMONY WHEREOF, I have setmy
hand and imprinted theGREAT SEAL ofthe
State ofMissouri, on this, the 16th day of March,
2006

~11%z
rssollRVRobin

Carnahan
Secretary of State

CORPORATION DIVISION

CERTIFICATEOF GOOD STANDING

Secretary of State

ELECTRIC LIGHTWAVE, INC.

ELECTRIC LIGHTWAVE, INC.
F00427713

CerfificationNrnnber:8491476-1 Reference :
Verify this certificate online at http://w

	

.sos.mo.gov/bwinessmtity/verification



EXHIBIT C

Membership Interest Purchase Agreement



(00183047 ;12 ;1106-13)

MEMBERSHIP INTEREST PURCHASE AGREEMENT

among

CITIZENS COMMUNICATIONS COMPANY,

CU CAPITAL LLC

and

INTEGRATELECOM HOLDINGS, INC.

February 6, 2006

EXECUTION VERSION



TABLE OF CONTENTS

Page

ARTICLE 1. DEFINITIONS; INTERPRETATION . . . . ... . . ... . . . . . .... . . . . . ... . . . . . ... . . . . . .... . . . . . ... . . . . . ... . .1
1 .1

	

DEFINITIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
1 .2

	

INTERPRETATION . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I I

ARTICLE 2. PURCHASE AND SALE . . . . . . . ... . . ... . . . . . .... . . . . . .. . . . ... . . . . . . .. . . . . . . ... . . . . . ... . . . . . . . . . . . .. . . . . . . ...12

ARTICLE 3. REPRESENTATIONS AND WARRANTIES OF SELLERS . . ... . . . ... . . . . . ... . . . ..15

ARTICLE 4. REPRESENTATIONS AND WARRANTIES OF PURCHASER .... . . . . . ... . . . . . 30
4.1

	

AUTHORITYOF PURCHASER. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30
4.2

	

CONSENTS ANDAPPROVALS .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30

100193047; 12;110&131

3 .1 AUTHORITYOF SELLERS .. . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15
3 .2 CAPITALizATIoN; OWNERSHIP .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
3 .3 ORGANIZATION; SUBSIDIARIES. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
3 .4 NO CONFLICTS; CONSENTS ANDAPPROVALS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16
3 .5 REAL PROPERTY; NETWORKAND CONDITION OF ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17
3 .6 INTELLECTUAL PROPERTY. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19
3 .7 FINANCIAL STATEMENTS; ABSENCE OF UNDISCLOSED LIABILITIES. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20
3 .8 NO MATERIAL ADVERSECHANGE .. . . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .22
3 .9 TAX MATTERS .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22
3 .10 LITIGATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .23
3 .11 EMPLOYEE BENEFITS AND RELATEDMATTERS. .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24
3 .12 MATERIAL CONTRACTS ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25
3 .13 COMMUNICATIONS LICENSES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26
3 .14 BROKERS AND FINDERS ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27
3 .15 EMPLOYEES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27
3 .16 ENVIRONMENTAL. .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..27
3 .17 COMPLIANCE WITH LAWS; LICENSES .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28
3 .18 ABSENCEOF CHANGES . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28
3 .19 TRANSACTIONS WITH AFFILIATES ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..29
3 .20 INSURANCE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29
3 .21 CUSTOMERS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29
3 .22 CONSTRUCTION-IN-PRoGRESS ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .29
3 .23 Tl LOOPS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29
3 .24 CIRCUITLEASES .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30

2.1 PURCHASE ANDSALE. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12
2 .2 PAYMENTOF THEPURCHASE PRICE. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12
2 .3 PURCHASE PRICEADJUSTMENT . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
2 .4 ALLOCATION.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .14
2.5 RETAINED ASSETS ; ELA4INATION OF INTERCOMPANY DEBT . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15
2 .6 PURCHASE DEPOSIT ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15



ARTICLE 5. COVENANTS ..... . . . . . . . . . . .... . . ... . . .. . . . .... . . ... . . . . . ... . . . . . .... . . . . . ... . . ... . . . . . . ... . . . . . . . . . . ... . . . . . .....32

5.1
5.2
5.3
5.4
5.5
5 .6
5 .7
5 .8
5 .9
5 .10
5 .11
5 .12
5 .13
5 .14
5 .15
5 .16
5.17
5.18
5 .19
5 .20
5.21
5.22

(00183047 ;12;1106- 1 3)

REASONABLE BESTEFFORTS ; REGULATORY APPROVALS; THIRDPARTY CONSENTS . . 32
PRE-CLOSING ACCESS . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34
OPERATION OF BUSINESS PRIOR TO CLOSING . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34
CONFIDENTIALITY. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36
EMPLOYEE MATTERS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37
RECORDS; POST-CLOSING ACCESS TO INFORMATION. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39
CONTINUED OPERATIONS . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39
COMMUNICATIONS LICENSES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39
NOTICE OF DEVELOPMENTS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40
COOPERATION IN LITIGATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41
TRANSFER OF RETAINED ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41
REASONABLE BEST EFFORTS TO OBTAIN FINANCING .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41
EXCLUSIVITY .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42
AUDIT

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42
ENVIRONMENTAL INVESTIGATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42
INSURANCE . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43
CONTINUEDFINANCIALS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43
PURCHASER'S FINANCIALS. .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43
COVENANT NOTTO COMPETE; NON-SOLICITATION . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43
COOPERATION IN TRANSITION . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44
NO ADDITIONAL REPRESENTATIONS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45
LONG DISTANCE SERVICES ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45

ARTICLE 6. CONDITIONS PRECEDENTTO OBLIGATIONS OF PURCHASER.... . .. 46

ARTICLE 7. CONDITIONS PRECEDENTTO OBLIGATIONS OF SELLERS.... . . . .. . . . .. 46

7.1

	

WARRANTIES TRUE AS OF PRESENTDATE AND CLOSING DATE .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47

6.1 WARRANTIES TRUE AS OF PRESENT DATE AND CLOSING DATE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.2 COMPLIANCE WITH AGREEMENTS ANDCOVENANTS .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.3 COMPETITION LAWAPPROVALS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.4 TRANSACTION DOCUMENTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.5 CONSENTS... . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.6 INJUNCTIONS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.7 CERTIFICATE. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.8 DELIVERIES BY SELLERS ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.9 FINANCING... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46
6.10 AUDITEDFINANCIAL STATEMENTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46

4.3 BROKERS, ETC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30
4.4 SECURITIES . . . . . . . . . . . . . . . . . . . . . . . . . . . . ; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30
4.5 FINANCING . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31
4.6 SOLVENCY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31
4.7 FINANCIAL STATEMENTS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31
4.8 MATERIAL ADVERSE CHANGE. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32
4.9 INDEPENDENTINVESTIGATION. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32
4.10 LEGALQUALIFICATIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32



Integra Telecom Management Biographies

Dudley R. Slater, Chief Executive Officer
Mr. Dudley Slater, CEO, who is also a co-founder of the company, heads the company's
management team . Mr. Slater has extensive experience in acquiring and managing local and
competitive telephone properties . Prior to founding Integra, he served as a Principal of Rural
Link Communications, an investment company that invested in and provided management
services to a number of ILEC and ICP properties .

Prior to Rural Link, Mr. Slater was Assistant Vice President of Business Development for Pacific
Telecom, a consolidator of rural ILEC and related long distance, Internet, and cellular properties
where he managed one of the most successful local telephone acquisition programs in the
industry . He has completed definitive agreements for over 30 acquisitions, mergers, divestitures
or restructurings with aggregate value of approximately $1 billion. Mr. Slater has 21 years of
experience in the telecommunications industry.

Jim Huesgen, President and Chief Operating Officer
Mr. Huesgen has over 26 years experience in the telecommunications industry . He was formerly
Executive Vice President and Chief Financial Officer for Pacific Telecom (PTI) . In this role, he
was responsible for finance, accounting, purchasing, business development, and information
services for PTI and all its subsidiaries . As a representative of PTI's parent corporation,
PacifiCorp, he was one ofthe principal negotiators ofPTI's $2.2 billion sale to CenturyTel in
1997. In 1998, he negotiated financing and acquisition as a co-founder of Alaska
Communications Systems (ACS), a local exchange, wireless, and Internet service provider with
over 320,000 access lines, 70,000 cellular customers, and 26,000 long distance customers . Mr.
Huesgen has completed over 40 mergers and acquisitions that total, in the aggregate, over $5
billion, and he has substantial experience in directing the integration of acquired properties . Mr.
Huesgen also was a member of the Telecommunications Advisory Group to the Federal
Communications Commission in the early 1980s and assisted in the rewrite of the USOA for
telecommunications companies .

Matt Fahey, Senior Vice President of Finance
Fahey, who has been with the company since 2000, formerly served as Integra's corporate
finance manager. Prior to joining Integra, Fahey served four years as senior auditor for Arthur
Andersen in Portland, Oregon, where he worked primarily with high-tech manufacturing and
software companies including Integra . Fahey holds a Bachelor of Business Administration with a
focus in finance from Gonzaga University and a post-baccalaureate accounting certificate from
Portland State University .

Deborah J. Harwood, Vice President and General Counsel
Ms. Harwood's legal career spans 22 years, of which more than 19 years have been spent in
corporate telecommunications practice . She previously served as Vice President and General
Counsel for Alaska Communications Systems, Inc. a full-service telecommunications provider in
the State ofAlaska . Ms. Harwood also held the position of Vice President and Chief Counsel for
Electric Lightwave, Inc, a CLEC headquartered in Vancouver, Washington . Prior to Electric
Lightwave, Ms. Harwood was Senior Corporate Counsel for Pacific Telecom, Inc . where she
was an integral member ofthe Pacific Telecom transaction team that successfully consummated



telecommunications transactions totaling over $4 billion . Ms. Harwood is admitted to practice
law in the states of Oregon and Washington .

Julie Rouzee, Chief Technology Officer
Ms. Rouzee has more than 19 years of experience in the telecom industry, with the last nine
years focused on directing large to medium project teams . Prior to joining Integra, Rouzee spent
two years as information technology manager at CenturyTel in Vancouver, Washington, and she
served as lead project manager for Pacific Telecom, also in Vancouver. Rouzee holds a Bachelor
of Arts degree in business and management from Washington State University.

Carol Wirsbinski, Senior Vice President of Regulatory Affairs
Ms. Wirsbinski has nearly 20 years of experience in telecommunications and previously served
as the Senior Vice President and General Manager ofIntegra Telecom ofMinnesota . She now
handles all regulatory relations for the Company. Prior to joining Integra, she served as Market
Director for Aerial Communications, where she propelled the Minneapolis market to a number
one market ranking . While working for Nextel Communications, she developed indirect
marketing channels and deployed revolutionary customer care workflow management systems,
while improving their core business process.

Lisa Hillyer, Vice President Human Resources
Ms. Hillyer has 13 years experience in human resources in the telecommunications and corporate
financing industries . Prior to joining Integra in 1998, Ms. Hillyer served as Human Resources
Manager for Southern Pacific Funding Corporation and operated in several HR capacities over
the course of nine years with PacifiCorp Financial Services . Ms. Hillyer earned her Bachelor of
Science degree from Oregon State University and has achieved Senior Professional in Human
Resources certification.

Dave Bennett, Senior Vice President Network Planning
Mr. Bennett brings over 30 years experience in the telecommunications industry. Mr. Bennett
most recently held the position of Regional Manager, Operations with CenturyTel where he was
responsible for overseeing 400,000 access lines in ten states . Prior to that, Mr. Bennett was the
Regional Manager of Engineering with CenturyTel where he was responsible for the engineering
and implementation of the Capital Construction Program for CenturyTel's western region states .
Before joining CenturyTel, Mr. Bennett was the Corporate Manager of Engineering with Pacific
Telecom, Inc .

John Nee, Vice President of Marketing
Mr. Nee has 10 years experience in sales, marketing and business development . Prior to joining
Integra in 2000, Nee held management positions with Sequent Computer Systems (now IBM)
and Creativepro.com where he managed strategic partnerships, application services development
and e-commerce capabilities . Nee holds a Bachelor of Science degree from Pepperdine
University and an MBA from Portland State University .
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MEMBERSHIP INTEREST PURCHASE AGREEMENT

This MEMBERSHIP INTEREST PURCHASE AGREEMENT is entered into as of the 6th day of
February, 2006 between Citizens Communications Company, a Delaware corporation ("Parent"), CU
Capital LLC, a Delaware limited liability company ("CU Capital" and collectively with Parent, "Sellers"),
and Integra Telecom Holdings, Inc., an Oregon corporation ("Purchaser") .

WHEREAS, Parent is the sole member of CU Capital, and owns 100% of the outstanding
membership interests in CU Capital;

WHEREAS, CU Capital is the sole member of Electric Lightwave, LLC, a Delaware limited
liability company (together with its corporate predecessor entity, the "Comp and owns 100% of the
outstanding membership interests in the Company;

WHEREAS the Company is in the business ofproviding local telephone, data, network, and long
distance services to small and medium enterprises as well as wholesale carrier services to other
communications companies over its communications network (the "Business") ;

WHEREAS, subject to the terms and conditions set forth herein, CU Capital desires to sell, assign
and transfer to Purchaser, and Purchaser desires to purchase and take assignment and delivery from CU
Capital of, all of the issued and outstanding membership interests of the Company;

WHEREAS, prior to the Closing, the Company shall transfer certain assets set forth on Exhibit A
hereto (the "Retained Assets ") to an entity designated by Parent and such Retained Assets shall not be
included as part of the Business being acquired by Purchaser in connection with the transactions
contemplated hereby;

WHEREAS, simultaneously with the Closing, Parent and Purchaser shall enter into a Transition
Services and Network Sharing Agreement in either the form attached hereto as Exhibit B- I or Exhibit B-
2, as provided in Section 5.20 (the form of such agreement actually entered into by Parent and Purchaser
being referred to as the "Transition Services Agreement"), pursuant to which Parent shall provide
Purchaser with certain transition services and Purchaser will share its network with Parent for a specified
period of time after the Closing (as defined in Section 2.1 ;

WHEREAS, simultaneously with the Closing, Parent and Purchaser shall enter into leases in the
forms attached hereto as Exhibits C-1 and C-2 (collectively, the "Lease") pursuant to which Parent shall
lease a portion of the Headquarters (as defined below) to Purchaser for a specified period of time after the
Closing ; and

WHEREAS, simultaneously with the execution of this Agreement, Parent and Purchaser are
entering into a letter agreement in the form attached hereto as Exhibit D (the "Letter Agreement") .

NOW, THEREFORE, in consideration ofthe premises and the mutual promises herein contained,
Purchaser and Sellers agree as follows:

1 .1

	

Definitions . The following terms shall have the following meanings for the purposes of
this Agreement :
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"Adjusted Purchase Price" shall have the meaning set forth in Section 2.3 .

"Affiliate" means with respect to any specified Person, any other Person directly or indirectly
controlling or controlled by or under direct or indirect common control with such specified Person . For
the purposes ofthis definition, "control" when used with respect to any specified Person means the power
to direct the management and policies of such Person directly or indirectly, whether through ownership of
voting securities, by contract or otherwise ; and the terms "controlling" and "controlled" having meanings
correlative to the foregoing .

"Affiliated Groun" means any affiliated group within the meaning of Section 1504 of the Code or
any similar group defined under a similar provision ofstate, local or foreign Law.

"Agreement" means this Membership Interest Purchase Agreement, including all Appendices,
Schedules and Exhibits hereto, as it may be amended from time to time in accordance with its terms .

"Agreement to Sell" shall have the meaning set forth in Section 3.2 .

"Another Transaction" shall have the meaning set forth in Section 5.13.

"Assigning Part 'shall have the meaning set forth in Section 11 .8 .

"Audit" shall have the meaning set forth in Section 5.14.

"Audited Financial Statements" shall have the meaning set forth in Section 5 .14.

"Benefit Plans" means employee benefit plan, program, policy, arrangement or agreement,
including "employee welfare benefit plans" and "employee pension benefit plans", as defined in Sections

and 3(2) , respectively, of ERISA, (i) sponsored, maintained or contributed to by the Company or to
which the Company is a party, (ii) covering or benefiting any current or former employee, officer,
director, or manager of the Company (or any dependent or beneficiary of any such individual), or (iii)
with respect to which the Company has (or could have) any obligation or liability.

"Business" shall have the meaning set forth in the recitals of this Agreement.

"Business Dav" means any day of the year other than (a) any Saturday or Sunday, or (b) any
other day on which banks located in New York, New York or Stamford, Connecticut generally are closed
for business .

"Carrier Agreement" shall have the meaning set forth in Section 3.5 .

"Closing" shall have the meaning set forth in Section 2.1 .

"Closing Balance Sheet" shall have the meaning set forth in Section 2.3

"Closing Cash" shall have the meaning set forth in Section 2 .2 .

"Closing Date" shall have the meaning set forth in Section 8.1 .

"Closing Indebtedness" shall have the meaning set forth in Section 2.2 .

"Code" means the Internal Revenue Code of 1986, as amended, and all regulations, rulings and
other pronouncements issued thereunder, as in effect from time to time .
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Rules.
"Communications Act" shall mean the Communications Act of 1934, as amended, and the FCC

"Commitment Letters" shall have the meaning set forth in Section 4.5 .

"Communications Contracts" means all Network Agreements and all agreements, joint venture
agreements, purchase and sale agreements, service agreements, license agreements, technology
agreements, manufacture or vendor agreements, supply agreements, Licenses and any other agreements to
which the Company is a party or by which it is bound that are material to the operation of the Business as
currently operated by the Company and that involve or relate to Communications Equipment, including
municipal franchises and other contracts, agreements, permits or Licenses granting the Company access
to or use of private or public rights-of-way and including software Licenses necessary to operate the
Communications Equipment, in each case that are material to the operation of the Business as currently
operated by the Company, other than Communications Licenses . Communications Contracts shall not
include any Retained Contracts .

"Communications Equipment" means, whether owned or leased, the Metropolitan Access
Network, Long Haul Fiber Route and any switch, router, node or other electronic equipment or software
or other equipment used in providing local telephone, data, network, and long distance services to small
and medium enterprises or providing wholesale carrier services to other communications companies over
its communications network.

"Communications Licenses" means the FCC Licenses and the State PUC Licenses. Municipal
franchises and other contracts, agreements, permits or Licenses granting the Company access to or use of
public rights-of-way are not included within the term Communications Licenses .

"Company" shall have the meaning set forth in the recitals ofthis Agreement .

"Company Benefit Plan" shall have the meaning set forth in Section 3 .11 .

"Company Employee" shall have the meaning set forth in Section 3 .15 .

"Competing Business" shall have the meaning set forth in Section 5 .19 .

"Confidentiality Agreement" means that certain confidentiality letter agreement, dated October
27, 2005, between Parent and Integra Telecom, Inc., a copy ofwhich is attached as Exhibit F hereto .

"Controlled Group Liability" shall have the meaning set forth in Section 3.11 .

"CU Capital" shall have the meaning set forth in the preamble hereof.

"Damages" shall have the meaning set forth in Section 9.2(a).

"Deposit ' shall have the meaning set forth in Section 2.6 .

"Dispute Notice" shall have the meaningSet forth in Section 2.3(a) .

"EBITDA" means earnings before interest, taxes, depreciation and amortization.

"Environment" shall mean any of the following media:
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(i)

	

land, including surface land, sub-surface strata, sea bed and river bed under water
(as defined in clause (ii) hereof) and any natural or man-made structures ;

(ii)

	

water, including coastal and inland waters, surface waters, ground waters,
drinking water supplies and waters in drains and sewers, surface and sub-surface strata ; and

(iii)

	

air, including indoor and outdoor air.

"Environmental Laws" means all Laws relating to protection of the Environment and Releases of
Hazardous Substances, including the Comprehensive Environmental Response, Compensation and
Liability Act, as amended, the Superfund Amendments and Reauthorization Act, as amended, the
Resource Conservation and Recovery Act, as amended, the Toxic Substances Control Act, as amended,
the Clean Water Act, as amended, the Clean Air Act, as amended, and any applicable United States
federal, state or local Law having a similar subject matter .

"Environmental Matter" shall mean :

(i)

	

pollution or contamination of the Environment, including soil or groundwater
contamination or the occurrence or the existence of or the continuation ofthe existence of a Release;

(ii)

	

the treatment, disposal or Release of any Hazardous Substance ;

(iii)

	

exposure of any person to any Hazardous Substance; or

(iv)

	

the material violation of any Environmental Law or any Environmental Permit .

"Environmental Permit" shall mean any License issued, granted or required under Environmental
Laws, including Licenses relating to the disposal of batteries .

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended, and all
regulations, rulings and other pronouncements issued thereunder, as in effect from time to time .

"ERISA Affiliate" shall have the meaning set forth in Section 3 .11 .

"Estimated Balance Sheet" shall have the meaning set forth in Section 2.2.

"Estimated Purchase Price" shall have the meaning set forth in Section 2.2 .

"Estimated Working Capital" shall have the meaning set forth in Section 2.2 .

"Excluded Cash" shall have the meaning set forth in Section 2 .2 .

"Exclusivity Period" shall have the meaning set forth in Section 5.13.

"FCC"means the Federal Communications Commission or any successor agency thereof.

"FCC Consent" means the grant by the FCC of its consent in connection with the consummation
ofthe transactions contemplated hereby .

"FCC Licenses" means all Licenses issued or granted by the FCC to the Company.
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"FCC Rules" means all rules, regulations, published policies and decisions of the FCC
promulgated under the Communications Act of 1934, as amended, or other statutory authority .

"Final Order" means a written action, decision or order issued by the FCC or a State PUC setting
forth the consent of the FCC or the State PUC (a) which has not been reversed, stayed, enjoined set aside,
annulled or suspended, and (b) with respect to which (i) no requests have been filed for administrative or
judicial review, reconsideration, appeal or stay, and the applicable time for filing any such requests and
for the FCC or the State PUC to set aside the action on its own motion (whether upon reconsideration or
otherwise) has expired, or (ii) in the event of review, reconsideration or appeal, the time for further
review, reconsideration or appeal has expired.

"Financial Statements " means, collectively, (a) (i) the consolidated unaudited statements of
earnings, cash flows and owners' equity of the Companyand the Subsidiary for the year ended December
31, 2004, and (ii) the consolidated unaudited balance sheet of the Company and the Subsidiary as of
December 31, 2004, and (b) (i) the consolidated unaudited statements ofearnings, cash flows and owners'
equity of the Company and the Subsidiary for the year ended December 31, 2005, and (ii) the
consolidated unaudited balance sheet of the Company and the Subsidiary as of December 31, 2005, (the
"Latest Balance Sheet" and collectively with the items referred to in (b)(i), the "Latest Financial
Statements ") all of which are attached hereto as Schedule 3.7.

"Franchise A
re

ements" means the municipal franchises that are necessary for the operation of
the Business as currently conducted by the Company and other material contracts, agreements, permits or
Licenses granting the Company access to or use ofpublic rights-of-way.

time .

"FICA" means the Federal Insurance Contributions Act.

"Final Closing_Cash" shall have the meaning set forth in Section 2.3 .

"Final Closing Indebtedness" shall have the meaning set forth in Section 2.3 .

"Final Working Capital" shall have the meaning set forth in Section 2.3 ,

"Financin 'shall have the meaning set forth in Section 4.5 .

"FSAs" shall have the meaning set forth in Section 5 .5 .

"GAAP" means United States generally accepted accounting principles in effect from time to

"GAAP Exceptions " shall have the meaning set forth in Section 3.7 .

"Governmental Authority" means any U.S . federal, state or municipal entity or government and
any political subdivision or other executive, legislative, administrative, judicial or other governmental
department, commission, court, board, bureau, agency or instrumentality .

"Governmental Required Consents" means (i) all applicable waiting periods under the HSR Act
shall have expired or been terminated, (ii) the FCC Consents and (iii) the State PUC Consents .

"Gross Purchase Price" shall have the meaning set forth in Section 2.2.
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"Hazardous Substance" shall mean, collectively, any (a) petroleum or petroleum products, or
derivative or fraction thereof, radioactive materials (including radon gas), asbestos in any form that is
friable, urea-formaldehyde foam insulation ("UFr'), lead paint and polychlorinated biphenyls ("PCBs"),
and (b) any chemical, material, substance or waste, which is now defined as or included in the definition
of "hazardous substances," "hazardous wastes," "hazardous materials," "toxic substances," "restricted
hazardous wastes," "contaminants," or "pollutants", in each case as regulated under Environmental Laws,
including materials that are deemed hazardous pursuant to anyEnvironmental Laws .

"Headquarters" shall mean the building currently used as the Company's headquarters located at
4400 NE 770'Avenue, Vancouver, Washington .

"HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended .

"Income Taxes" means federal, state, local or foreign income or franchise Taxes or other Taxes
measured in whole or in part by income or profits and any interest and penalties or additions thereon.

"Income TaxReturns" means any Tax Returns ofor with respect to Income Taxes.

"Indebtedness " means (a) any indebtedness for borrowed money or guarantees of any such
indebtedness (excluding any intercompany indebtedness that is extinguished as provided for in Section
2.5 and (b) any liabilities relating to any capital lease obligation of the Company arising out of any
agreement set forth on Schedule 1 .1(a).

"Indemnified Party" means a Seller Indemnified Party or a Purchaser Indemnified Party, as
applicable.

"Indemnifying Party" means the Person or Persons claimed by the Indemnified Party to be
obligated to provide indemnification under Article 9.

"Intellectual Property " means United States and foreign : (a) registered and unregistered trade
names, trademarks and service marks, (b) patent registrations and patent applications, (c) copyrights and
copyright registrations and copyright applications therefor and (d) know-how, trade secrets, confidential
information, database rights, domain names, IP numbering blocks, autonomous system numbers,
customer lists, inventions, designs, drawings, blueprints, proprietary software and all other intellectual
and industrial property rights and equivalent or similar forms of protection, other than off-the-shelf
computer software .

"Interconnection Agreement" shall have the meaning set forth in Section 3.5 .

"Interim Conversion Work" shall have the meaning set forth in Section 5 .20.

"IRS" means the Internal Revenue Service.

"IRU" means an irrefutable or indefeasible right ofuse agreement .

"Latest Balance Sheet" shall have the meaning referred to in the definition of Financial
Statements .

"Latest Financial Statements" shall have the meaning referred to in the definition of Financial
Statements .
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"Law" means any law, statute, regulation, published policy, ordinance, rule, order, decree,
judgment, consent decree or governmental requirement enacted, promulgated, entered into or imposed by
anyGovernmental Authority.

"LD" means long distance originating traffic services, terminating traffic services, operator
assistance, directory assistance and any other related services currently provided to the Company by the
Company's or Parent's existing LD carriers .

"Leased Real Prone

	

'shall have the meaning set forth in Section 3.5(b).

"Letter Agreement" shall have the meaning set forth in the recitals of this Agreement .

"License" means all licenses, franchises, permits, consents, waivers, registrations, certificates,
and other permits, authorizations or approvals issued or granted or required to be issued or granted by a
Governmental Authority for the operation of the Business and/or for the ownership, lease or operation of
the Company's properties. Except when used specifically in the context ofthe Communications Licenses,
the term License shall exclude any Communications License.

"Lien" means any lien, security interest, charge, claim, mortgage, servitude, easement, right of
way, equitable interest, possessory interest, pledge, preference, priority, deed of trust, option, interest
under a conditional sale agreement, assignment, lease or other encumbrance.

"Long-Haul Agreement" shall have the meaning set forth in Section 3.5 .

"Long Haul Fiber Route" means the fiber network used by the Company that connects the
Metropolitan Access Network.

"Material Adverse Effect" means a material adverse change or effect (or any development that is
reasonably likely to result in any such change or effect) on the assets, operations, results of operation or
condition (financial or otherwise) of the Company; provided that, for purposes of this Agreement, a
Material Adverse Effect shall not include changes or effects resulting from (a) changes to the U.S . or
global economy, as a whole, or the industry or markets in which the Company operates, unless in case of
this clause (a), the changes adversely effect the Company in a disproportionate manner, (b) changes in the
financial, banking or securities market conditions (including any disruption thereof and any decline in the
price of any security (including any security of Parent) or any market index), (c) the announcement or
disclosure of the transactions contemplated herein, (d) military action or any act of terrorism or any
worsening thereof, unless in case of this clause (d), the changes adversely effect the Company in a
disproportionate manner, (e) changes in regulatory or political conditions generally unless in case of this
clause (e), the changes adversely effect the Company in a disproportionate manner, or (f) compliance with
specific instructions from Purchaser in accordance with the terms ofthis Agreement.

"Material Contracts" means (other than the Retained Contracts) all agreements, joint venture
agreements, purchase and sale agreements, service agreements, license agreements, technology
agreements, manufacture or vendor agreements, supply agreements, debt agreements and any other
agreements (and any amendments or supplements thereto) to which the Company is a party or by which it
is bound that is or involves :

(a)

	

aggregate payments by or to the Company in excess of $500,000 in any given year or has
an aggregate future liability or payment from or to any Person in excess of $2,500,000 ;
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(c)

	

a covenant not to compete or .other covenant of the Company restricting the Company
from engaging in any business;

(d)

	

any manager, member or Affiliate of the Company or any current or former officer or
employee ofthe Company or any of its Affiliates (other than the employment agreements
covered by sub-clause (b) above) ;

(e)

	

the granting of a Lien (other than a Permitted Lien) upon any material Company asset;

(f)

	

indemnification of any Person with respect to liabilities relating to any current or former
business ofthe Company or any predecessor Person;

employment of any person or non-employee sales representative or agent to the extent,
with respect to non-employee sales representatives or agents, there has been more than
$150,000 in payments under the agreement in either of the last two calendar years;

an agreement not made in the ordinary course of business and that is material to the
Business ;

(h)

	

any Governmental Authority that is material to the Business ;

(i)

	

ajoint venture or partnership;

(1)

	

any Real Property Agreement, Network Agreement and any other Communication
Contract ; or

(k)

	

a license, sublicense, option or other agreement relating in whole or in part to the material
Intellectual Property ofor used by the Company.

"Metropolitan Access Network" means the fiber network used by the Company within each of the
Company's business market areas .

"Network Agreement" means each Franchise Agreement, Interconnection Agreement, Carrier
Agreement, material Metropolitan Access Network Agreement and material Long Haul Agreement .

"New Plans" shall have the meaning set forth in Section 5 .5 .

"Non-assigning Part 'shall have the meaning set forth in Section 11 .8 .

"Option Agreement" shall have the meaning set forth in Section 3.2 .

"Owned Real Property" shall have the meaning set forth in Section 3.5(a).

"Parent" shall have the meaning set forth in the preamble hereof.

"Parent Plan" shall have the meaning set forth in Section 3 .11 .

"Permitted Liens" means: (a) Liens in respect of liabilities to the extent shown or reflected as
Liens on the Latest Balance Sheet or disclosed on Schedule 1 .1(b), (b) Liens arising by operation of Law
for Taxes or other governmental charges not yet due and payable or due but not delinquent or being
contested in good faith by appropriate proceedings, (c) Liens arising by operation of Law, in the ordinary
course of business, including Liens arising by virtue of the rights of customers, suppliers and
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subcontractors in the ordinary course of business under general principles of commercial Law that do not
detract from the value of the property or the use thereof in any material respect and that are for amounts
not due and payable, (d) Liens securing rental payments under capital lease arrangements disclosed on
Schedule 1 .1(4), (e) restrictions on the transferability of securities arising under applicable securities
Laws, (1) restrictions arising under applicable zoning and other land use Laws that do not, individually or
in the aggregate, materially detract from the present use or occupancy of the property subject thereto, (g)
defects in title, easements, rights of way, restrictions, covenants, or similar items relating to real property
that do not, individually or in the aggregate, materially detract from the present use or occupancy of, or
materially detract from the value of, the real property subject thereto, and (h) Liens arising under leases to
lessees of a portion of the Owned Real Property that are disclosed in the Schedules to this Agreement .

"Person" means any individual, corporation, partnership, association, limited liability company,
trust, governmental or quasi-governmental authority or body or other entity or organization .

"Portland Franchise Dispute" shall have the meaning set forth on Schedule 3.10.

"Pre-Closing Tax Periods" shall have the meaning set forth in Section 10.1(4) .

"Proposed Final Balance Sheet" shall have the meaning set forth in Section 2.3 .

"Proposed Final Statements" shall have the meaning set forth in Section 2.3 .

"Proposed Final Working_Capital" shall have the meaning set forth in Section 2.3 .

"Purchase Price" shall have the meaning set forth in Section 2.2(4) .

"Purchased Business Markets" shall have the meaning set forth in Section 5 .20.

"Purchased Interests" shall have the meaning set forth in Section 2.1 .

"Purchaser" shall have the meaning set forth in the preamble hereof.

"Purchaser Flexible Spending Plan" shall have the meaning set forth in Section 5.5 .

"Purchaser Indemnified Party(ies) " shall have the meaning set forth in Section 9.2 .

"Purchaser's knowledge;" or variations thereof, means the actual knowledge of Dudley Slater,
Deborah Harwood, Matt Fahey, and Jim Huesgen.

"Purchaser's Severance Arrangements" shall have the meaning set forth in Section 5.5 .

"Real Property" means the Owned Real Property and the Leased Real Property .

"Real Property Agreement" shall have the meaning set forth in Section 3 .5(b).

"Records" shall have the meaning set forth in Section 5 .6(b) .

"Regulations" shall mean the Treasury Regulations promulgated under the Code .

"Release" shall mean any release, spill, emission, leaking, pumping, injection, deposit, disposal,
discharge, dispersal, migration or leaching of any Hazardous Substances into the Environment, and
"Released" shall be construed accordingly .
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"Required Cash Amount" shall have the meaning set forth in Section 4.5.

"Retained Assets" shall mean those assets set forth on ExhibitA to this Agreement .

"Retained Contracts" means those contracts to which the Company is a party that are included in
the Retained Assets on Exhibit Ahereto .

"Retained Emplovees"shall have the meaning set forth in Section 5.5(a) .

"Reviewer Accountant" shall have the meaning set forth in Section 2.3 .

"Schedules"means the schedules attached to this Agreement and forming part ofthis Agreement,

"Scott-Rice" shall have the meaning set forth in the recitals ofthis Agreement .

"Securities Act" means the Securities Act of 1933, as amended, and the rules and regulations
promulgated thereunder .

"Sellers" shall have the meaning set forth in the preamble hereof.

"Seller Flexible Spending Plan" shall have the meaning set forth in Section 5,5.

"Seller Indemnified Partvfes)"shall have the meaning set forth in Section 9.3 .

"Seller Savings Plan"means the Citizens 401(k) Savings Plan .

"Sellers' knowledge," or variations thereof, means the actual knowledge of Daniel McCarthy,
Melinda White, Chuck Best, Michael Golob, Hilary Glassman and Rob Larson.

"Settlement Proposal " shall have the meaning set forth in Section 5 .10(6) .

"State PUC" means any state or local governmental department or commission having regulatory
authority over the Business, as conducted in anyjurisdiction .

"State PUC Consents" means the grant by any State PUC to the Company of its consent in each
applicable jurisdiction in connection with the consummation of the transactions contemplated hereby, as
set forth on Schedule 1.ICO .

"State PUC Licenses" means all Licenses issued by a State PUC to the Company in each
applicable jurisdiction .

"Straddle Period" means any Tax Period beginning before the Closing Date and ending after the
Closing Date .

"Subsidi

	

'shall have the meaning set forth in Section 3.3 .

"Tax" or "Taxes" mean (i) all taxes, charges, fees, duties, levies or other assessments, including
income, gross receipts, capital stock, net proceeds, ad valorem, turnover, real, personal and other property
(tangible and intangible), sales, use, franchise, excise, value added, stamp, leasing, lease, user, transfer,
fuel, excess profits, occupational, interest equalization, windfall profits, unitary, severance and
employees' income withholding, unemployment and Social Security taxes, duties, assessments and
charges (including the recapture of any tax items such as investment tax credits), which are imposed by
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any Governmental Authority, including any interest, penalties or additions to tax related thereto imposed
by any Governmental Authority with respect to such Taxes, (ii) liabilities in respect of any items
described in clause (i) payable by reason of being a member of an Affiliated Group for any period, and
(iii) liabilities in respect of any items described in clause (i) or (ii) payable as a result of any express or
implied obligation to indemnify any other Person with respect to such amount by reason of contract,
assumption, transferee liability, operation of Law or otherwise, including any liability for Taxes of a
predecessor or transferor entity .

"Tax Advantage" means the amount of any refund, credit or reduction in otherwise required Tax
payments (net of any reduction of depreciation, amortization or other deductions as a result of an
adjustment to the Purchase Price) actually realized in the Tax year in which the event occurs giving rise to
the related Damages.

"Tax Benefits" shall have the meaning set forth in Section 10.6(a) .

"Tax Detriments " shall have the meaning set forth in Section 100a).

"Tax Period" or "Taxable Period" means any period prescribed by any Governmental Authority
for which a Tax Return is required to be filed or a Tax is required to be paid.

"Tax Return" means any return, report, information return or other document (including any
related or supporting information) filed or required to be filed with any Governmental Authority in
connection with the determination, assessment or collection of any Tax or the administration of any Laws,
regulations or administrative requirements relating to any Tax.

"Third Party Claim" shall have the meaning set forth in Section 9.9 .

"Transaction Documents" means, when used in reference to Sellers, this Agreement, the
Transition Services Agreement, the Lease, the Letter Agreement and the certificate delivered by Sellers
pursuant to Section 6.7 and, when used in reference to Purchaser, this Agreement, the Transition Services
Agreement, the Lease, the Letter Agreement and the certificate delivered by Purchaser pursuant to
Section 7.7 .

"Transition Services Agreement" shall have the meaning set forth in the recitals of this
Agreement .

"Working Capital" shall have the meaning set forth in Section 2.2 .

1 .2

	

Interpretation . The parties have participated jointly in the negotiation and drafting of this
Agreement . In the event an ambiguity or question of intent or interpretation arises, this Agreement shall
be construed as if drafted jointly by the parties and no presumption or burden of proof shall arise favoring
or disfavoring any party by virtue of the authorship of any of the provisions of this Agreement . The
headings preceding the text of Articles and Sections included in this Agreement and the headings to
Schedules attached to this Agreement are for convenience only and shall not be deemed part of this
Agreement or be given any effect in interpreting this Agreement . The use of the masculine, feminine or
neuter gender or the singular or plural form of words herein shall not limit any provision of this
Agreement. The use of the terms "including" or "include" shall in all cases herein mean "including,
without limitation" or "include, without limitation," respectively. Reference to any Person includes such
Person's successors and assigns to the extent such successors and assigns are permitted by the terms of
any applicable agreement . Reference to any agreement (including this Agreement), document or
instrument means such agreement, document or instrument as amended or modified and in effect from
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time to time in accordance with the terms thereof and, if applicable, the terms hereof. References to any
federal, state, local, or foreign statute or Law shall be deemed to refer to all rules and regulations
promulgated thereunder, unless the context requires otherwise . Underscored references to Articles,
Sections, paragraphs, clauses, Exhibits or Schedules shall refer to those portions of this Agreement . The
use of the terms "hereunder .. "hereof," "hereto" and words of similar import shall refer to this Agreement
as a whole and not to any particular Article, Section, paragraph or clause of, or Exhibit or Schedule to,
this Agreement. "As presently conducted" or "as currently conducted" with respect to the Company or
the Business means the consistent conduct of the Business or Company as of and since December 31,
2004.

2.2

	

Payment ofthePurchase Price.
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ARTICLE 2.
PURCHASE AND SALE

2 .1

	

Purchase and Sale .

	

Subject to the terms and conditions hereof, at the closing of the
transactions contemplated hereby (the "Closing"), CU Capital shall sell, assign and deliver to Purchaser
free and clean of any Lien other than those related to transferability under applicable securities Laws, and
Purchaser shall purchase and take assignment and delivery of all of the membership interests of the
Company (the "Purchased Interests") owned by CU Capital, representing all ofthe issued and outstanding
membership interests of the Company.

(a) Subject to the provisions of Section 2.3 , the purchase price (the "Purchase Price")
payable by Purchaser by wire transfer of immediately available funds to Parent, on behalf of Sellers, for
the Purchased Interests shall be that amount equal to:

(i)

	

$247,286,922 (the "Gross Purchase Price"), minus

(ii)

	

that amount equal to all Indebtedness of the Company as of the Closing
Date (the "Closing Indebtedness") based on the Estimated Balance Sheet;

(iii)

	

ifthe Estimated Working Capital (as defined below) is greater than zero,
then plus the amount by which the Estimated Working Capital exceeds zero, or if the Estimated Working
Capital is less than zero, then Minus the amount by which the Estimated Working Capital is less than
zero .

Immediately prior to the Closing, Sellers shall cause the Company to distribute all of its cash and
cash equivalents as of the Closing Date (excluding cash or cash equivalents (i) supporting payment or
performance bonds or similar instruments or deposits or (ii) reserved for the Portland Franchise Dispute,
if any, such amount referred to as "Excluded Cash") (the cash and cash equivalents to be distributed as
aforesaid being referred to as the "Closing Cash"), based on the Estimated Balance Sheet (as defined
below) but subject to adjustment as set forth below.

(b) Sellers shall cause the Company to deliver to Purchaser at least three (3) Business
Days prior to the Closing Date, an estimated balance sheet (the "Estimated Balance Sheet"), showing the
estimated amounts of Closing Cash and Closing Indebtedness, along with a reasonable estimation of
Working Capital as of the Closing Date (the "Estimated WorkingCapital") prepared in good faith and in
accordance with GAAP (applied on a consistent basis with the Financial Statements but not subject to the
exception set forth in Section 3 .7(a)(ii)(z)) , and a notice specifying the "Estimated Purchase Price" after
giving effect to such deductions from and additions to the Gross Purchase Price based on the Estimated
Balance Sheet (including the estimates of Closing Indebtedness and Closing Cash reflected therein) and
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the Estimated Working Capital . Purchaser shall have an opportunity to review and object to the
Estimated Balance Sheet, such review to be prompt and any objection to be reasonable and in good faith.
Parent shall consider such objections in good faith but Parent's reasonable determination of the Estimated
Working Capital shall be final and binding for purposes ofClosing .

(c) Working Capital .

	

For purposes of this Agreement, "Working Capital" means the
excess of "current assets" of the Company (other than Closing Cash) over "current liabilities" of the
Company, determined in good faith using the same accounting principles, practices, procedures, policies
and methods that were employed by the Company in preparation of the Financial Statements ; provided,
however, that (1) "current liabilities" shall (x) exclude the current portion of any pre-paid B2U obligation
and the current portion of any Closing Indebtedness, (y) include an accrual of $200,000 with respect to
the Company's paid time off obligations, and (z) to the extent provided in Section 5 .10(6) , reduce the
accrual for interest associated with the Portland Franchise Dispute, and (2) "current assets" shall (x)
exclude Excluded Cash relating to the Portland Franchise Dispute to the extent there is not a
corresponding liability included in "current liabilities" and (y) exclude pre-paid licenses to the extent the
pre-paid licenses become assets of the Company in connection with Section 5.20(6) .

2.3 .
2.3 Purchase Price Adjustment. The Purchase Price shall be adjusted as set forth in this Section

(a) Calculation of Final Working_Capital. On or before forty-five (45) Business Days
after the Closing Date, Parent shall deliver to Purchaser a balance sheet, dated as of the Closing Date, in
reasonable detail (and, in any event, in no less detail than the Latest Balance Sheet) prepared in good faith
and in accordance with GAAP (applied on a consistent basis with the Financial Statements but not subject
to the exception set forth in Section 3.7(a)(ii)(z)) (the "Proposed Final Balance Sheet") showing the
amounts of Closing Cash and Closing Indebtedness, along with a calculation of the Working Capital as of
the Closing Date (the "Proposed Final Working Capital" and collectively with the Proposed Final Balance
Sheet, the "Proposed Final Statements") based on the Proposed Final Balance Sheet. The Proposed Final
Statements shall be accompanied by an officer's certificate of Parent certifying that the Proposed Final
Statements were prepared in good faith in a manner consistent with this Agreement. Upon receipt of the
Proposed Final Statements, Purchaser shall have timely access to all of the books and records of the
Company or Parent with respect to or relating to the Company related to the calculation of the Proposed
Final Statements, including all of the detail and work papers used in Parent's preparation of the Proposed
Final Statements . Within twenty (20) Business Days of Purchaser's receipt of such Proposed Final
Statements, Purchaser may give written notice to Parent that it disputes certain items contained in any of
the Proposed Final Statements (the "Dispute Notice'l which shall specify in reasonable detail the dollar
amount, if known, of any objection and basis therefor; provided , however, that if Purchaser does not
deliver a Dispute Notice by such date, Purchaser will be deemed to have accepted such Proposed Final
Statements and the Proposed Final Statements shall be final and binding on Purchaser and Sellers. Upon
timely delivery of the Dispute Notice, Purchaser and Parent agree to confer in good faith with regard to
the disputed items and an appropriate adjustment to the Proposed Final Statements shall be made to the
extent agreed upon by Purchaser and Parent. If within twenty (20) Business Days after delivery of a
Dispute Notice, Purchaser and Parent are unable to resolve the matter, either of them may within twenty
(20) Business Days after the end of the previous twenty (20) Business Day period notify in writing (i) the
other party and (ii) Deloitte & Touche LLP or another firm of independent accountants selected jointly by
Purchaser and Parent (the "Reviewing Accountant"), who shall adjudicate only those items still in dispute
with respect to the Proposed Final Statements . Purchaser and Parent shall have the opportunity to provide
written submissions regarding their positions on the disputed matters, which written submissions shall be
provided to the Reviewing Accountant, if at all, no later than fifteen (15) Business Days after the date of
referral of the disputed matters to the Reviewing Accountant .

	

The determination of the Reviewing
Accountant shall be based solely on the written submissions by Purchaser and Parent and their respective
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representatives and shall not be by independent review . The Reviewing Accountant shall deliver a
written report resolving only the disputed matters and setting forth the basis for such resolution within
thirty (30) Business Days after Purchaser and Parent have submitted in writing (or have had the
opportunity to submit in writing but have not submitted) their positions as to the disputed items. The
determination of the Reviewing Accountant with respect to the correctness of each matter in dispute shall
be final and binding on Purchaser and Sellers. The fees, costs and expenses of the Reviewing Accountant
shall be borne entirely by the party whose assertions regarding the Final Working Capital, Final Closing
Cash and Final Closing Indebtedness differ in the aggregate by the greatest amount from the Final
Working Capital, Final Closing Cash and Final Closing Indebtedness, in the aggregate, as determined by
the Reviewing Accountant . The closing balance sheet agreed upon by Purchaser and Parent (or deemed
accepted by Purchaser) under this subsection, as adjusted, if necessary based on a decision by the
Reviewing Accountant hereunder, is referred to herein as the "Closing Balance Sheet" and the final
calculation of the Closing Cash, Closing Indebtedness and Working Capital reflected on such Closing
Balance Sheet shall be referred to as the "Final Closing-Cash," "Final Closing-Indebtedness" and "Final
Working Capital," respectively.

(b) Purchase Price Adjustment .

(i)

	

Ifthe Final Working Capital is less than the Estimated Working Capital,
then the Purchase Price shall be decreased by the difference .

(ii)

	

If the Final Working Capital is greater than the Estimated Working
Capital, then the Purchase Price shall be increased by the difference .

(iii)

	

If the Final Closing Indebtedness is less than the Closing Indebtedness
reflected on the Estimated Balance Sheet, then the Purchase Price shall be increased by the difference .

(iv) If the Final Closing Indebtedness is greater than the Closing
Indebtedness reflected on the Estimated Balance Sheet, then the Purchase Price shall be decreased by the
difference .

(v)

	

Ifthe Final Closing Cash is less than the Closing Cash reflected on the
Estimated Balance Sheet, then the Purchase Price shall be decreased by the difference .

(vi)

	

If the Final Closing Cash is greater than the Closing Cash reflected on
the Estimated Balance Sheet, then the Purchase Price shall be increased by the difference .

If the Purchase Price, adjusted as provided above (the "Adjusted Purchase Price"), is greater than
the Purchase Price paid by Purchaser at Closing, then Purchaser shall pay to Parent the difference
between the Adjusted Purchase Price and the Purchase Price paid at Closing . If the Adjusted Purchase
Price is less than the Purchase Price paid by Purchaser at Closing, then Parent shall pay to Purchaser the
difference between the Adjusted Purchase Price and the Purchase Price paid at Closing. Any payment
due pursuant to this Section 2.3(6) shall be made within ten (10) Business Days after the Closing Balance
Sheet becomes final and binding as provided in Section 2.3(a) by wire transfer of immediately available
funds.

2.4 Allocation . Schedule 2.4 sets forth an allocation of the Purchase Price (and all liabilities of
the Company treated as assumed by Purchaser and other capitalized costs includible in the amount
deemed paid for such assets, for Income Tax purposes ; provided, however, that for the avoidance of
doubt, any pre-paid IRU obligations shall not be includible in the amount deemed paid for the assets of
the Company) among the assets of the Company (other than the Retained Assets) in accordance with
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Section 1060 of the Code and the Treasury regulations thereunder (and any similar provision of state,
local or foreign Tax Law, as appropriate) . Purchaser and Sellers and their respective Affiliates shall
report, act and file Tax Returns (including, but not limited to IRS Forms 8594) in all respects and for all
purposes consistent with Schedule 2 .4 . Neither Purchaser, Sellers nor any of their respective Affiliates
shall take any position (whether in audits, Tax Returns or otherwise) which is inconsistent with such
allocation unless required to do so by applicable Law.

2.5 Retained Assets: Elimination of Intercompany Debt .

	

It is understood and agreed by
Purchaser that the Company shall transfer all ofthe Company's right, title and interest in, to and under the
Retained Assets to an entity designated by Parent prior to the Closing and Purchaser shall not acquire any
interest in the Retained Assets (or any interest therein) in connection with the transactions contemplated
hereby . Immediately prior to the Closing, in order to extinguish all intercompany indebtedness owed to
or by the Company by or to Sellers or any Affiliate of Sellers, Sellers shall contribute to the capital of the
Company all intercompany indebtedness owed by the Company to Sellers or any Affiliate of Sellers, and
the Company shall distribute to CU Capital as a Retained Asset all intercompany indebtedness owed to
the Company by Sellers or any Affiliate of Sellers. Parent shall pay and be solely responsible for any
Taxes that may result from the transfer of the Retained Assets or the cancellation and extinguishment of
the intercompany indebtedness .

2.6 Purchase Deposit .

	

Concurrently with the execution of this Agreement, Purchaser has
deposited $1 .5 million with Parent to be held as provided herein . At the Closing, Sellers shall credit the
amount of such deposit, along with an amount equal to 4.3% per annum on the deposit calculated from
the date of the deposit to the application of the deposit in accordance with this Agreement (such amount,
along with the $1 .5 million deposit, the "Deposit') as part of the Purchase Price, and such amount shall
reduce the amount payable by Purchaser pursuant to Section 2.2(a). If this Agreement is terminated
pursuant to Section 8*cl (if such termination is a result of Purchaser's failure to fulfill any obligation
under this Agreement or the failure to satisfy the condition set forth in Section 6.91 , 8A(dl, or 8.4() then
Parent shall retain such amount. Ifthis Agreement is terminated for any other reason, the Deposit shall be
paid by Parent to Purchaser within ten (10) Business Days of such termination.

ARTICLE 3 .
REPRESENTATIONS AND WARRANTIES OF SELLERS

Sellers each represent and warrant to Purchaser as follows, except as set forth on the Schedules
hereto, on the date of this Agreement (and such representations and warranties shall be deemed made on
the Closing Date except to the extent that any such representation or warranty is made solely as of the
date hereof or as of another date earlier than the Closing Date):

3.1

	

Authority of Sellers. Parent is validly existing and in good standing under the laws of the
State of Delaware, and has all requisite corporate power and authority to enter into this Agreement and to
carry out the transactions contemplated herein. CU Capital is validly existing and in good standing under
the laws of the State of Delaware, and has all requisite limited liability company power and authority to
enter into this Agreement and to carry out the transactions contemplated herein . The execution, delivery
and performance of this Agreement by Sellers has been duly authorized by all necessary corporate action
in the case of Parent and all necessary limited liability company action in the case of CU Capital. This
Agreement has been duly and validly executed and delivered by each Seller and constitutes the legal,
valid and binding obligation of each Seller, enforceable against such Seller in accordance with its terms,
except as may be limited by (a) applicable bankruptcy, insolvency, moratorium, reorganization or similar
Laws from time to time in effect which affect creditors' rights generally, or (b) legal and equitable
limitations on the availability of specific remedies .
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3.2

	

Capitalization : Ownership . All the issued and outstanding ownership and membership
interests in CU Capital are issued to and owned by Parent and have been duly authorized and validly
issued. The Purchased Interests, all of which are issued to and owned by CU Capital, constitute all the
outstanding ownership and membership interests in the Company. All of the Purchased Interests have
been duly authorized and validly issued. Except as set forth on Schedule 3.2, neither of Sellers nor the
Company is a party to or bound by any (referred to as an "Agreement to Sell") contract, agreement or
arrangement to issue, sell or otherwise dispose of or redeem, purchase or otherwise acquire any
membership interests in the Company or any other security of the Company or any other security
exercisable or exchangeable for or convertible into any membership interests in the Company or any other
security of the Company, and, except as set forth in this Agreement or on Schedule 3.2 , neither of Sellers
nor the Company is a party to or bound by any outstanding option, warrant or other right to subscribe for
or purchase, or contract, agreement or arrangement with respect to, anymembership interests or any other
security of the Company or any other security exercisable or exchangeable for or convertible into any
membership interests or any other security ofthe Company (referred to as an "Option Agreement") . The
Company is not a party to or bound by any agreement to provide funds to or make any investment (in the
form of a loan, capital contribution or otherwise) in any other entity. No ownership or membership
interests of the Company were issued in violation or contravention of any securities Laws or regulations
or in violation of any preemptive rights of any person or entity . The Purchased Interests are not
represented by certificates .

3 .3

	

Oreanization: Subsidiaries .

(a) The Company is a limited liability company validly existing and in good standing
under the laws of the State ofDelaware and has the limited liability companypower and authority to own,
lease and operate its properties and carry on its business as now being conducted . The Company is duly
qualified to do business and is in good standing in each jurisdiction where the conduct of its business or
ownership of its properties requires such qualification, except where the failure to so qualify would not
reasonably be expected to have a Material Adverse Effect .

(b) Except for Electric Lightwave NY, LLC (the "Subsidiary"), a Delaware limited
liability company, and as set forth on Schedule 3.3(b)(i) , the Company does not own or control, directly
or indirectly, any interest in any entity . As of the date hereof, the Company owns all the issued and
outstanding ownership and membership interests in the Subsidiary . None of Sellers, the Company or the
Subsidiary is a party to or bound by any Agreement to Sell or Option Agreement with respect to the
Subsidiary . The Subsidiary is a limited liability company validly existing and in good standing under the
laws of the State ofDelaware and has the limited liability company power and authority to own, lease and
operate its properties and carry on its business as now being conducted. The Subsidiary is duly qualified
to do business and is in good standing in the State of New York . The Subsidiary has no assets other than
the assets listed on Schedule 3.3(b)(ii) and does not engage in any business .

3.4

	

No Conflicts : Consents and Approvals . The execution and delivery of this Agreement by
Sellers does not, and the consummation of the transactions contemplated hereby and the performance by
Sellers of their respective obligations hereunder, assuming the receipt of the Governmental Required
Consents and the consents, approvals and waivers listed on Schedule 3.4, will not: (a) violate or conflict
with any term, condition or provision of (i) the charter, operating agreement, by-laws or analogous
organizational document of either of Sellers or the Company, (ii) any agreement, lease, instrument,
mortgage, License or franchise to which either of Sellers or the Company is a party or by which any of
their respective properties are bound (other than with respect to the Retained Assets), or (iii) any Law
applicable to either of Sellers or the Company and which violation would, in the case of clauses (ii) and
(iii), reasonably be expected to have a Material Adverse Effect ; or (b) result in the creation of any Lien
upon any ofthe properties material to the Company (or any interest of Sellers in the Company) or give to
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others (other than to Purchaser) any interest or right in any of their respective material properties,
including a right to purchase any of such properties. Except for the Governmental Required Consents,
and for such consents, authorizations and approvals as set forth on Schedule 3 .4 , no authorization,
consent, or approval of, or filing with, any Governmental Authority is required in connection with the
execution and delivery of, or performance by Sellers of their respective obligations under, this
Agreement. . Except for the consents, authorizations and approvals set forth on Schedule 3 .4, any
consents, authorizations and approvals in connection with the Retained Assets, and those, the failure to
obtain which would not result in the loss of a material right ofthe Company, no authorization, consent or
approval of, or filing with, any third-party that is not a Governmental Authority is required in connection
with the execution and delivery of, or performance by Sellers of their respective obligations under, this
Agreement.

3.5

	

Real Property : Network and Condition of Assets .

(a) Owned Real Property. Schedule 3.5(a) lists each parcel of real property owned by
the Company (other than the Retained Assets) along with a corresponding street address for each parcel
(the "Owned Real Property") . The Company is the sole owner in fee simple title of each parcel of Owned
Real Property. The Company has good and marketable title to each parcel of Owned Real Property, free
and clear of any Liens other than Permitted Liens. No Owned Real Property, including buildings and
improvements thereon, is in material violation of any material zoning, land use or similar Laws. To
Sellers' knowledge, there are no Laws requiring material repair, alteration or correction of any existing
condition on any parcel of Owned Real Property . To Sellers' knowledge, the premises located on the
Owned Real Property are in good condition and repair and are sufficient for the Business being conducted
thereon, ordinary wear and tear excepted and subject to normal maintenance and repair in the ordinary
course ofbusiness .

(b) Leased Real Property. Schedule 3.5(b) describes all material leases, subleases,
licenses, easements, rights of way and other occupancy agreements, including network and line leases,
(each of the foregoing, a "Real Property Agreement" and the premises leased thereunder, the "Leased
Real Property ," which is referred to herein collectively with the Owned Real Property as the "Real
Pro ert ') to which the Company is a party . The Real Property Agreements are the only leases,
subleases, licenses, easements, rights-of-way or other occupancy agreements that are material to the
operation ofthe Business in the ordinary course as presently conducted by the Company. The Company
does not use or occupy any material Real Property, including buildings, improvements and points of
presence, for which the Company does not have a right to use or occupy such material Real Property
pursuant to a Real Property Agreement . The Company has a good and valid leasehold interest in and to,
and is in occupancy of, all of the Leased Real Property under which it is a tenant or lessee, free and clear
of any Liens other than Permitted Liens. All Leased Real Property ofthe Company that is material to the
Business is in all material respects in the condition required of such property by the terms of the Real
Property Agreement applicable thereto and is in adequate condition for its current operation and use .

(c) Certain Network Agreements .	Schedule3.5(c)(i) lists all of the Franchise
Agreements, including each modification, amendment and supplement thereto. Schedule 3.5(c)(ii) lists
(i) each interconnection or similar agreement that is necessary to the operation of the Business as
currently conducted by the Company, including each modification, amendment and supplement thereto
("Interconnection Agreement"), together with the counterparty, and (ii) each material telecommunications
and data carrier/vendor or similar agreement (other than any Retained Contracts), including each
modification, amendment and supplement thereto (`Carrier Agreement"), together with the counterparty .
Each Interconnection Agreement, including each amendment or modification thereto and each other
Communications Contract, including any access charge arrangements, that, in each case, are required to
be filed by the Company, or to Sellers' knowledge, except as set forth on Schedule 3.5(c)(iii) , the other
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party thereto, with a Governmental Authority, has been duly and timely filed with the appropriate
Governmental Authority. Except as set forth on Schedule 3 .5(c)(iv), there are no written, or to Sellers'
knowledge, other, disputes or claims of any kind over $100,000 (individually or in the aggregate) with
respect to any of the Network Agreements . Except as set forth on Schedule 15(c)(v) , there are no
written, or to Sellers' knowledge, other, claims or notices from a third party alleging or advising the
Company that it considers the Company liable for any tariff or other payment of due but unpaid interstate
or intrastate access charges or it believes the Company has provided services to Voice over IP services
providers or other data service providers that are claimed to be in violation of federal or state Law or that
have caused the Company to be liable for intrastate or interstate access charges or other fees or charges
that the Company has not paid . Schedule 3.50(vi) lists each payment or performance bond or letter of
credit or other credit support for the Company's obligations under any Network Agreement (regardless of
the Person providing such support) .

(d) MetroQo_litan Access Network. Sellers have provided to Purchaser maps showing in
reasonable detail the Metropolitan Access Network, including, in reasonable detail, (i) the switching and
transport network, which identifies by type and location all of the Company's switching or concentrator
sites where the Company has purchased and installed switching assets, (ii) the routes of all fiber, buried
conduit and copper plant installed and owned by the Company, (iii) the routes of all transport facilities
which the Company leases or obtains from others, (iv) the fiber routes or lines, (v) approximate number
of fibers available in each such fiber route, and (vi) approximate route miles in the Metropolitan Access
Network. The Company owns or has a valid and existing fight to use, attach or locate (including pole
attachments) pursuant to a license, lease or other written agreement ("Metropolitan Access Network
Agreement"), all of the equipment and fiber in the Metropolitan Access Network. Schedule 3.5(d)(i) sets
forth any material Metropolitan Access Network Agreement (not otherwise listed on Schedule 3.5 ),
together with the counterparty. There are no other material agreements, including maintenance
agreements, related to the Metropolitan Access Network, other than those on Schedule 3.5(d)(i) or
otherwise set forth in Schedule 3.5 . The Company has paid or pre-paid, among others, the obligations
associated with the Metropolitan Access Network Agreements set forth on Schedule 3 .5(d)(ii) .

(e) Long Haul Fiber Route.

	

Sellers have provided to Purchaser maps showing in
reasonable detail the Long Haul Fiber Route, and which depict the number and location of all
regeneration facilities in the route, the fiber routes or lines, approximate number of fibers available in
each such fiber route, and approximate route miles in the Long Haul Fiber Route. The Company has a
valid and existing right to use, pursuant to a lease, IRU or other written agreement (including any swap
agreement, "Long Haul Agreement"), all of the equipment and fiber reflected on the Long Haul Fiber
Route maps . Schedule 3.5(e)(i) lists each material Long Haul Agreement, together with the counterparty .
There are no other material agreements, including maintenance agreements, related to the Long Haul
Fiber Route, other than those on Schedule 3.5(e) . The Company has paid or pre-paid, among others, the
obligations associated with the Long Haul Agreements set forth on Schedule 3.5(e)(ii).

(f) Fiber. The fiber reflected on the Metropolitan Access Network maps and the Long
Haul Fiber Route maps are all of the fiber used for the conduct of the Business as presently conducted by
the Company. All of the fiber owned by the Company is free and clear ofany Lien, other than Permitted
Liens. The Metropolitan Access Network and the Long Haul Fiber Route comply, and have been
maintained and perform, in all material respects, with applicable Bellcore, Underwriters' Laboratory,
Network Equipment Building Standards and Electronic Industry Alliance - Telecommunications Industry
Association standards or equivalents. All fiber in the Metropolitan Access Network and the Long Haul
Fiber Route has been built and installed substantially in accordance with applicable permits and the
Metropolitan Access Network and the Long Haul Fiber Route are currently operational.
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(g) Euioment and Other Assets .	Schedule3.5(14) lists, as of December 31, 2005, all
personal property of the Company, including Communications Equipment (other than fiber or equipment
otherwise referenced in Schedule 3 .5), which is material to the operation of the Business as presently
conducted by the Company, such Schedules setting forth the location of the assets as of such date . Except
as set forth on Schedule 3.5(14) , the Company owns or has a valid right to use all items of
Communications Equipment and other personal property assets used in the conduct of the Business as
presently conducted by the Company. The assets of the Company necessary for the conduct of the
Business as presently conducted by the Company (other than the Retained Assets) are in good working
order (ordinary wear and tear excepted), are, to Sellers' knowledge, free from any material defect and
have been maintained in all material respects in accordance with the past practice of the Company. The
Company has good and transferable title to all of its Communication Equipment and other material
personal property and assets (other than (i) the Retained Assets and (ii) leased personal property and
assets, with respect to which the Company has good and valid leasehold interests other than set forth on
Schedule 3.5(14) ), free and clear of all Liens, except Permitted Liens. The Sellers have made available to
Purchaser true, correct and complete copies of the material personal property leases, together with all
amendments, modifications or supplements thereto . Each of the material personal property leases is valid,
binding and enforceable against each Company and, to the knowledge of the Company and the Sellers,
the other parties thereto in accordance with its terms. All leased personal property ofthe Company that is
material to the Business is in all material respects in the condition required of such property by the terms
ofthe lease applicable thereto.

3 .6

	

Intellectual Pronertv .

(a) Except as set forth on Schedule 3.6(a), the Company owns or has the right to use
(exclusive of Sellers) pursuant to valid licenses, sublicenses, agreements or permissions, obtained either
directly or through Parent, all material items of Intellectual Property necessary for the operation of the
Business as presently conducted, including Licenses for software for Communications Equipment. At
Closing, each item of Communications Equipment will operate under a CALEA compliant version (for
the purposes for which the Company is using such Communications Equipment) of the software used to
operate the Communications Equipment .

(b) Except as set forth on Schedule 3.6(b) , since December 31, 2002, the Company has
not received any written notice alleging that the Company has infringed upon any Intellectual Property
rights of third parties .

	

To Sellers' knowledge, the Company has not infringed upon any Intellectual
Property rights of third parties, except for matters that would not, individually or in the aggregate, have a
Material Adverse Effect . To Sellers' knowledge, except as set forth on Schedule 3 .6(b) , since December
31, 2002, no third party has infringed upon any Intellectual Property rights of the Company, except for
matters that (i) would not, individually or in the aggregate, have a Material Adverse Effect and/or (ii)
relate to Intellectual Property rights included in the Retained Assets.

(c) Schedule 3.6(c) identifies each issued patent and each registered trademark, service
mark, domain name, EP numbering blocks, autonomous system numbers and copyright owned by the
Company (other than those included in the Retained Assets) and identifies each pending patent
application or other application for registration that has been made with respect to any Intellectual
Property owned by the Company (other than the Retained Assets). With respect to each item of
Intellectual Property owned by the Company, except for matters set forth in Schedule 3 .6(c):

(i)

	

the Company possesses all right, title and interest in and to the item, free
and clear of any Lien, except for Permitted Liens; and
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(ii)

	

no proceeding is pending or, to Sellers' knowledge, threatened which
challenges the legality, validity, enforceability, use or ownership ofthe item .

(d) Schedule 3.6(d) identifies each material item of Intellectual Property that any third
party (including, for this purpose, Parent and its other Affiliates) owns and that the Company uses
pursuant to a license, sublicense, agreement or with permission, such Schedule listing the license or
agreement and any related maintenance agreement . Sellers have made available to Purchaser copies of all
such licenses, sublicenses, agreements and permissions and any related maintenance agreement, each as
amended to date . With respect to each such item of Intellectual Property identified on Schedule 3 .6(d) :

full force and effect ;
(i)

	

the license, sublicense, agreement or permission covering the item is in

(ii)

	

the Company has not received written notice regarding any actual or
alleged material breach, violation or failure to comply with any such license, sublicense, agreement or
permission and the Company is in material compliance with any such license, sublicense, agreement or
permission and any related maintenance agreement;

(iii)

	

neither Seller has knowledge of any material breach, violation or failure
to comply under any such license, sublicense, agreement or permission by the other party or parties
thereto;

(iv)

	

to Sellers' knowledge, no proceeding is pending or threatened which
challenges the legality, validity or enforceability ofthe underlying item of Intellectual Property;

(v)

	

theCompany has not granted any sublicense or similar right with respect
to the license, sublicense, agreement or permission;

(vi)

	

except as set forth on Schedule 3.6(d), there are no maintenance fees,
"right to use" fees, license fees, taxes, annuity fees or other costs with respect to any license, sublicense,
agreement or permission covering the item in excess of $25,000 per month.

(e) There are no outstanding or unpaid (whether or not billed) "right to use" or similar
fees for any Intellectual Property that the Company owns, has a right to use or uses, including those
arising out ofor related to an audit of "right to use" fees associated with switches .

3 .7

	

Financial Statements ; Absence ofUndisclosed Liabilities .

(a) The Financial Statements, which are attached hereto as Schedule 3 .7, and the Audited
Financial Statements, when delivered to Purchaser, will :

(i)
records ofthe Company,
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have been prepared from, and are in accordance with, the books and

(ii)

	

have been prepared in accordance with GAAP applied on a consistent
basis during the periods involved (except with respect to the Financial Statements (x) for the absence of
footnotes, (y) for the absence of normal year-end adjustments, and (z) with respect to determining
materiality for purposes of GAAP, the Financial Statements were prepared based on materiality relating
to the Parent rather than materiality relating to the Company and the Subsidiary on a stand-alone basis
(collectively the "GAAP Exceptions")),
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(iii)

	

present fairly, in all material respects (with respect to the Company), the
financial position of the Company as of the referenced dates and the results of operations and cash flows
ofthe Company for the periods presented.

(b) The books of account and other financial records of the Company: (i) reflect all
material items of income and expense and all material assets and liabilities required to be reflected therein
in accordance with GAAP applied on a consistent basis during the periods covered by the Financial
Statements, and (ii) are in all material respects complete and correct.

(c) Schedule 33(c) sets forth the detailed profit and loss statements of the Company and
each territory of operation for each of the nine months ended September 30, 2005 (the "Internal P&L
Statements") . The Internal P&L Statements were derived from the books and records of the Company
and reflect what Sellers believe to be a reasonably appropriate allocation of revenue and expense among
the Company's territories, which allocation methodologies have been applied on a consistent basis
through the periods referred to above and on a basis consistent with past preparation of such statements
by the Company and Parent . Given the allocation methodologies referred to above, the Internal P&L
Statements, taken as a whole, fairly present, in all material respects, the information set forth therein. The
Internal P&L Statements eliminate, or do not reflect, intercompany revenue .

(d) Schedule 3.7(d) sets forth the churn, renewals and new sold monthly recurring
revenue by channel of the Company for (i) each of the twelve months ended December 31, 2004 and (ii)
each of the nine months ended September 30, 2005 and the twelve months ended December 31, 2005 .
Such information is derived directly from the Company's billing systems and is presented on a consistent
basis through the periods referred to above and consistent with past preparation by the Company and
Parent.

(e) The Company has no liability or obligation (whether absolute, accrued, contingent or
otherwise) ("Liability"), including any Liability for any Indebtedness, except : (i) Liabilities reflected or
reserved against in, or set forth on, the Latest Balance Sheet; (ii) liabilities that are disclosed in the
Schedules; and (iii) Liabilities that either (A) were incurred in the ordinary course of business since the
Latest Balance Sheet, (B) would not be required to be reflected on, reserved against or set forth on a
balance sheet or notes thereto, prepared in accordance with GAAP (with respect to the Company) or (C)
are not material in amount or significance to the Company. The Company has no capital lease
obligations, other than as set forth on Schedule 1 .1(a).

(f) Parent maintains internal controls over financial reporting ("Internal Controls ")
which are designed to provide reasonable assurance, but not absolute assurance, that (i) records are
maintained in reasonable detail, to accurately and fairly reflect the transactions and dispositions of the
assets of the Company; (ii) transactions are recorded as necessary to permit preparation of financial
statements in accordance with GAAP, and that receipts and expenditures of the Company are being made
only in accordance with authorizations of management and directors of the Company; and (iii) access to
the Company's assets is permitted only in accordance with management's authorization . No
representation or warranty is made in this Section 3.7(fl that the Parent's Internal Controls will prevent all
error or all fraud.

(g) The notes and accounts receivable of the Company are reflected properly in all
material respects on its books and records and have arisen out of bona fide sales and deliveries of goods,
performance of services and other business transactions in the ordinary course of business consistent with
past practice.
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3.8

	

No Material Adverse Change . Except as set forth on Schedule 3 .8 , since September 30,
2005 there has not occurred any change in the condition (financial or otherwise) or results of operations
of the Company that has had or would reasonably be expected to have a Material Adverse Effect .

3,9

	

Tax Matters. Except as set forth in Schedule 3 .9 :

(a) the Company and each Affiliated Group of which the Company is or has been a
member (but only for the Taxable Period during which the Company has been a member thereof) has
filed, or has had filed on its behalf, all Income Tax Returns and other material Tax Returns required to
have been filed by or with respect to it and has directly, or has had on its behalf, paid or withheld, all
Income Taxes and other material Taxes (whether or not shown on any Tax Returns as owing) due and
payable by it, except for Taxes being contested in good faith, in which case the Company has made
adequate provision in the Financial Statements in accordance with GAAP (applied on a consistent basis
with the Financial Statements and subject to the exceptions set forth in _Section 3.7(a)(ii)) for such Taxes.
All such Tax Returns were at the time they were filed true, correct and complete in all material respects ;

(b) there have been no waivers or extensions of any statute of limitations filed with any
Governmental Authority responsible for assessing or collecting Taxes of, or with respect to, the
Company or the Business, or with respect to any Tax Return of, or which includes, the Company;

(c) there is no material action, suit, proceeding, investigation, audit, claim or assessment
pending or, to Sellers' knowledge, proposed with respect to any liability for Tax of, or with respect to, the
Company or the Business, or with respect to any Tax Return of, or which includes, the Company. No
power of attorney with respect to any Taxes has been executed or filed with any Governmental Authority
by or on behalfof the Company that currently is in effect ;

(d) there are no material Liens for Taxes on any of the assets of the Company other than
Liens for Taxes not yet due andpayable ;

(e) no claim has ever been made in writing, or otherwise to Sellers' knowledge, by a
Governmental Authority in any jurisdiction where the Company, or any of the Sellers with respect to the
Company or the Business, does not file Tax Returns that the Company, or any of the Sellers with respect
to the Company or the Business, is or may be subject to Tax by that jurisdiction . The Company (i) has
never been a member of an Affiliated Group (other than the Affiliated Group of which the Parent is the
common parent), and (ii) has no liability for the Taxes of any Person (other than itself) under Treasury
Regulations Section 1 .1502-6 (or any corresponding provision of state, local or foreign Law), or as a
transferee or successor, or by contract, or otherwise. The Company is not a party to any Tax allocation,
sharing, indemnification or similar agreement;

(f)

	

(i) the amount of the Company's liability for unpaid Taxes for all periods ending on
or before the date of the Financial Statements does not, in the aggregate, exceed by a material amount the
amount of the current liability accruals for Taxes (excluding reserves for deferred Taxes) with respect to
the Company, as such accruals are reflected on the Latest Financial Statements, (ii) from and after the
date of the Latest Financial Statements no liability for Taxes has been (or prior to Closing will be)
incurred by the Company other than in the ordinary course of business and consistent with past practices,
and (iii) the amount of the Company's liability for unpaid Taxes for all Pre-Closing Tax Periods and that
portion of a Straddle Period relating to the period ending on the Closing Date shall not, in the aggregate,
exceed the amount of the current liability accruals for Taxes (excluding reserves for deferred Taxes), as
such accruals are reflected in the Closing Balance Sheet;
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(g) CU Capital has been properly classified as a "domestic eligible entity" disregarded as
an entity separate from Parent within the meaning of Treasury Regulations Section 301 .7701-3(b)(1)(ii)
(and any comparable provisions of state, local or foreign Law) since February 4, 2003 . The Company has
been properly classified as a "domestic eligible entity" disregarded as an entity separate from Sellers
within the meaning of Treasury Regulations Section 301 .7701-3(b)(1)(ii) (and any comparable provisions
of state, local or foreign Law) since December 31, 2002 and the Subsidiary has made a valid election,
effective as of January 20, 2004, to be classified as a corporation within the meaning of Treasury
Regulations Section 301 .7701-3(c) (and any comparable provisions of state, local or foreign Law) and
will continue to be properly classified as a corporation through the Closing Date ;

(h) the Company has withheld and paid all Taxes required to have been withheld and
paid in connection with amounts paid or owing to any employee, stockholder, independent contractor,
creditor or other third party. The Company is not obligated to make any payment or payments and is not
a party to (or a participating employer in) any agreement or Benefit Plan that could obligate it or
Purchaser to make any payment or payments that would not be deductible because of the application of
Section 280G of the Code (or any similar provision of state, local or foreign Law), or that would give rise
to additional Taxes or interest under Section 409A of the Code (or any similar provision of state, local or
foreign Law);

(i) the Purchaser will not be required to include any item of income in, or exclude any
item of deduction from, taxable income for any Taxable Period (or portion thereof) ending after the
Closing Date as a result of any: (i) change made on or prior to the Closing Date in method of accounting
for a Taxable Period ending on or prior to the Closing Date ; (ii) "closing agreement" as described in
Section 7121 of the Code (or any similar provision of state, local or foreign Income Tax Law) executed
on or prior to the Closing Date ; (iii) intercompany transactions occurring at or prior to the Closing or any
excess loss account in existence at Closing described in Treasury Regulations under Section 1052 ofthe
Code (or any similar provision of state, local or foreign Income Tax Law); or (iv) installment sale or open
transaction disposition made on or prior to the Closing Date ; and

(j) the Company has not engaged in, or has any commitment to engage in, a "reportable
transaction" as set forth in Treasury Regulation 1.6011-4(b) or any transaction that is the same as or
substantially similar to one of the types of transactions that the Internal Revenue Service has determined
to be a tax avoidance transaction and identified by notice, regulation, or other form of published guidance
as a "listed transaction," as set forth in Treasury Regulations Section 1 .6011-4(b)(2) .

3.10

	

Litigation. Except as set forth on Schedule 3.10 and except for administrative agency
proceedings of general applicability, there is no demand, claim, suit, action, arbitration or legal,
administrative or other proceeding pending or, to Sellers' knowledge, any pending investigation or audit
or any of the foregoing threatened against the Company or any of its officers, managers, directors,
employees, assets, properties or businesses and relating to the Business or properties ofthe Company that :

(c) seeks to enjoin or obtain damages with respect to the consummation of the
transactions contemplated hereby .

The Company has no liability to Qwest with respect to the .dispute covered by that certain letter
agreement described on Schedule 3.10 hereto .
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3.11

	

Employee Benefits and Related Matters.

(a) Set forth on Schedule 3.11(a) is a list of all Benefit Plans that are sponsored or
maintained or contributed to by Parent (each, a "Parent Plan") . Neither the Company nor the Purchaser
will have any material liability of any kind (whether direct or contingent) after the Closing with respect to
any Parent Plan .

(b) Set forth on Schedule 3 .11(b) is a list of all Benefit Plans that are sponsored or
maintained by the Company (each, a "Company Benefit Plan") . With respect to each Company Benefit
Plan, the Company has delivered or made available to Purchaser a true, correct and complete copy of each
writing constituting a part of such Company Benefit Plan (or, in the case of unwritten Company Benefit
Plans, a complete and accurate description of each such Company Benefit Plan). No Company Benefit
Plan is intended to be a "qualified plan" within the meaning of Section 401(a) of the Code . Except as
specifically provided in the foregoing documents delivered or made available to Purchaser, there are no
amendments to any Company Benefit Plan that have been adopted or approved nor has the Company
undertaken to make any such amendments or to adopt or approve any new Company. Benefit Plan . There
has been no amendment, interpretation or other announcement (written or oral) by the Company, any of
its ERISA Affiliates or any other Person relating to, or change in participation or coverage under, any
Company Benefit Plan that, either alone or together with other such items or events, could materially
increase the expense to the Company of maintaining such Company Benefit Plan (or the Company
Benefit Plans taken as a whole) above the level of expense incurred with respect thereto for the most
recent fiscal year included in the Financial Statements .

(c) All of the Company Benefit Plans comply (and have, at all times complied) in form
and in operation in all material respects with all applicable requirements of Law and each Company
Benefit Plan has been administered at all times and in all material respects in accordance with its terms.
All of the Parent Plans comply (and have, at all times complied) in form and in operation with all
applicable requirements of Law, including the Code and ERISA and have been administered in all
material respects in accordance with their terms, except, in each case, for such compliance failures and/or
administration failures that would not result in a material liability to the Company. There has been no
nonexempt "prohibited transactions" (as described in Section 406 of ERISA and Section 4975 of the
Code) with respect to any of the Company Benefit Plans that could result in a material liability to the
Company.

(d) Each Benefit Plan that is intended to be qualified under Section 401 (a) ofthe Code (i)
is the subject of an unrevoked favorable determination letter from the IRS with respect to its qualified
status under the Code, as amended by the Tax Reform Act of 1986 and all subsequent legislation,
including, without limitation, that legislation commonly referred to as "GUST" and "EGTRRA," (ii) has
remaining a period of time under the Code or applicable Treasury regulations or IRS pronouncements in
which to request, and make any amendments necessary to obtain, such a letter from the IRS, or (iii) is a
prototype or volume submitter plan that is entitled, under IRS Announcement 2001-77, to rely on the
favorable opinion or advisory letter issued by the IRS to the prototype or volume submitter plan sponsor
ofthe Seller Savings Plan . Nothing has occurred, or is reasonably expected by the Company or any of its
ERISA Affiliates to occur, that could adversely affect the qualification or exemption of the Seller Savings
Plan or its related trust or group annuity contract .

(e) With respect to each Benefit Plan sponsored or maintained or contributed to (or
required to be sponsored or maintained or contributed to) by the Company or any of its ERISA Affiliates
at any time during the last six years that is subject to Title IV or Section 302 of ERISA or Section 601 et
seq. of ERISA or Section 412, 4971 or 4980B of the Code, there does not now exist, nor, to Sellers'
knowledge, do any circumstances exist that could result in, any Controlled Group Liability (as defined
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below) that would be a liability of the Company following the Closing. "Controlled Group Liability"
means any liability (i) under Title IV or Section 302 ofERISA or Section 412 or 4971 of the Code or (ii)
as a result of the failure to comply with the continuation coverage requirements of Section 601 et seq. of
ERISA or Section 4980B of the Code, and, without limiting the foregoing, neither the Company nor any
of its ERISA Affiliates has engaged in any transaction described in Section 4069 or Section 4204 or 4212
of ERISA. For purposes of this Agreement, "ERISA Affiliate" means, with respect to any entity, trade or
business, any other entity, trade or business that is a member of a group described in Section 414(b), (c),
(m) or (o) of the Code or Section 4001(b)(1) of ERISA that includes the first entity, trade or business, or
that is a member of the same "controlled group" as the first entity, trade or business pursuant to Section
4001(a)(14) of ERISA. Neither the Company nor any of its ERISA Affiliates has sponsored or
maintained or contributed to (or been required to sponsor or maintain or contribute to) any Benefit Plan
that is (or was) subject to Title IV of ERISA or Section 302 o£ ERISA or Section 412 or 4971 of the Code
and that covered employees ofthe Company at any time during the last six years.

(f) Except as set forth on Schedule 3 .11(8 and for the accelerated vesting under the
Seller Savings Plan contemplated by Section 5.5(c). neither the execution and delivery of this Agreement
nor the consummation of the transactions contemplated by this Agreement will (either alone or in
conjunction with any other event) result in, cause the accelerated vesting, funding or delivery of, or
increase the amount or value of, any payment or benefit to any employee, officer or director of the
Company, or result in any limitation on the right ofthe Company to amend, merge, terminate or receive a
reversion of assets from any Company Benefit Plan or Parent Plan or related trust. The terms of each
Company Benefit Plan and Parent Plan permit the Company or Seller, as applicable, to amend and
terminate such Benefit Plan or permit the Company to terminate its participation therein at any time and
for any reason without penalty and without material liability or expense. None of the rights of the
Company or any ERISA Affiliate under any Benefit Plan will be impaired in any way by this Agreement
or the consummation of the transactions contemplated by this Agreement .

(g) Except as set forth on Schedule 3 .11(el, none of the Company, any of its ERISA
Affiliates or any Benefit Plan provides or has any obligation to provide (or contribute toward the cost of)
post-employment or post-termination benefits of any kind, including, without limitation, death and
medical benefits, with respect to any current or former officer, employee, agent, director or independent
contractor of the Company, other than (i) continuation coverage mandated by Sections 601 through 608 of
ERISA and Section 4980B(f) of the Code, (ii) retirement benefits under any Benefit Plan that is qualified
under Section 401 (a) of the Code, and (iii) deferred compensation that is accrued as a current liability on
the Financial Statements .

(h) There are no actions, suits or claims (other than routine claims for benefits) pending
or, to Sellers' knowledge, threatened with respect to (or against the assets of) (i) any Company Benefit
Plan, or (ii) any Parent Plan that would result in a material liability to the Company, nor, to Sellers'
knowledge, is there a basis for any such action, suit or claim. None of the Company Benefit Plans nor the
Seller Savings Plan is currently under investigation, audit or review, directly or indirectly, by any
Governmental Authority, and, to Sellers' knowledge, no such action is contemplated or under
consideration by any Governmental Authority . No Parent Benefit Plan is currently under investigation,
audit or review by any Governmental Authority, and, to Sellers' knowledge, no such action is
contemplated or under consideration by any Governmental Authority, in each case, to the extent that
would result in a material liability to the Company.

3.12

	

Material Contracts . Schedule 3.12 lists all of the Material Contracts . Except as set forth
on Schedule 3.12. the Company is not in receipt of any written claim (or to Sellers' knowledge, oral
claim) of breach of or failure to comply with any, and the Company is not in material breach of and is in
material compliance with each, Material Contract. To Sellers' knowledge, each of the other parties to the
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Material Contracts has performed all material obligations required to be performed by such party, and is
not in material default under, any Material Contract, and except as set forth on Schedule 3.12tb), no event
has occurred that, with notice and lapse oftime, or both, would constitute a material default or give rise to
a right in the counterparty thereto to terminate such Material Contract prior to the stated term thereof.
Each of the Material Contracts is a valid and binding obligation of the Company, is in full force and
effect, and to Sellers' knowledge, is enforceable by the Company in accordance with its terms, except as
may be limited by (i) applicable bankruptcy, insolvency, moratorium, reorganization or similar Laws
from time to time in effect which affect creditors' rights generally, or (ii) legal and equitable limitations
on the availability of specific remedies . True, correct and complete copies of all Material Contracts,
including all modifications, amendments and supplements, have been provided or made available to
Purchaser. No counterparty to any Material Contract has notified the Company in writing or, to Sellers'
knowledge, otherwise, ofits intent to terminate such Material Contract.

3.13

	

Communications Licenses .	Schedule3.13 lists all of the Communications Licenses,
which include any renewals, extensions or modifications thereof, and any pending applications for any
Communications Licenses . TheCompany is the authorized legal bolder ofthe Communications Licenses .
All of the Communications Licenses are valid and in full force and effect and no Communications
License is subject to any condition or requirement that is not generally imposed on such authorizations .
The Company holds all Communications Licenses required under applicable Law for the current
operation of the Business. Except as set forth on Schedule 3 .13, the Company (i) is and has operated in
all material respects in compliance with all terms of the Communications Licenses; (ii) is in compliance
in all material respects with, and the conduct of the Business by the Company is in compliance in all
material respects with, the Communications Act and any applicable state or local Laws, including those of
State PUCs, and (iii) has filed all registrations and renewals and all other material reports and other
applicable documents (which are complete and accurate in all-material respects) and paid all required
fees, including any renewal applications, required by the Communications Act or any applicable state or
local Laws, including those of State PUCs. There is not now pending or, to Sellers' knowledge,
threatened, any action or proceeding by or before the FCC or any State PUC in which the requested
remedy is the revocation, suspension, cancellation, rescission or modification of any of the
Communications Licenses or the imposition of a monetary fine or other penalty. To Sellers' knowledge,
no Person has asserted in writing to a Governmental Authority, and no Governmental Authority has
asserted in writing, that any Communications License should be suspended, cancelled, revoked or
modified, or that the Company is not in compliance with any Communications License . To Sellers'
knowledge, no event has occurred that permits the suspension, cancellation, or revocation of any
Communications License, or the imposition of any restriction thereon or that would prevent any
Communications License from being renewed on a routine basis in the ordinary course . The execution
and delivery of this Agreement by Sellers does not, and the consummation of the transactions
contemplated hereby and the performance by Sellers of their respective obligations hereunder, assuming
the receipt of the Governmental Required Consents, will not violate or conflict with any term, condition
or provision of any material Communication License, will not result in any revocation, cancellation,
suspension, or material modification of any material Communications License, or give rise to the right of
any Governmental Authority to take any such action or fail to renew any material Communications
License.

Except for the representations and warranties of Sellers expressly set forth in this Section 3 .13 or
as specifically referred to elsewhere in this Agreement, neither of Sellers nor any other Person makes any
other express or implied representation or warranty with respect to Communications Licenses, and none
of the other representations and warranties contained in this Agreement shall be deemed to be given in
relation to Communications Licenses .
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3.14

	

Brokers and Finders. Except for J.P . Morgan Securities Inc . and Greenbridge Partners
LLC, the fees and expenses ofwhich shall be the responsibility of Sellers, no broker or investment banker
acting on behalf of Sellers or the Company or under the authority of any ofthem is or will be entitled to
any broker's or finder's fee or any other commission or similar fee directly or indirectly from either of
Sellers or the Company in connection with any ofthe transactions contemplated herein .

3.15

	

EWRloyees . Except as set forth on Schedule 3.15, (a) the Company is not a party to a
collective bargaining agreement having provisions covering its employees and is not currently negotiating
such an agreement, (b) no complaint against the Company is currently pending or, to Sellers' knowledge,
threatened before the National Labor Relations Board or the Equal Employment Opportunity Commission
or before any other analogous entity in the United States, and (c) there are no labor strikes, disputes,
requests for representation, slowdowns, or stoppages actually pending or, to the Company's or Sellers'
knowledge, threatened against the Company. Sellers have made available to Purchaser true and correct
copies of any written material relating to the material personnel policies of the Company. Sellers have
provided to Purchaser a list setting forth each individual, along with position, salary and hire date, who is
employed by the Company as of the end of the most recent payroll period prior to the date of this
Agreement (each such individual, a "Company Employee") .

3.16 Environmental.

(a) Sellers have disclosed and made available to Purchaser all material Records and
correspondence in the possession of the Company, or of which the Company is aware, relating to
Environmental Matters with respect to the Real Property (other than the Retained Assets) and/or the
Business of the Company, including those prepared for or submitted to applicable Governmental
Authorities and any reports or assessments prepared by outside consultants or otherwise;

(b) Except as set forth in Schedule 3.16, neither of Sellers nor the Company has received
written notice within the last five years alleging that the Company might be potentially responsible for
any material Release o£ Hazardous Substances with respect to the Real Property or the Business of the
Company or for any material costs arising under, or material violation of, Environmental Laws with
respect thereto or any Environmental Permit ;

(c) The Company is and has been in compliance in all material respects with
Environmental Laws and Environmental Permits, including those relating to underground and/or above
ground storage tanks and including obtaining or having required Environmental Permits, except as would
not reasonably be expected to result in any material costs under, or material violation of, Environmental
Laws or any Environmental Permit . To Sellers' knowledge, all batteries and underground and/or above
ground storage tanks are in sound condition and not leaking .

(d) Except as set forth in Schedule 3 .16, there is not pending or, to the Sellers'
knowledge, threatened against the Company any actions, orders, decrees, suits, demands, notices,
directives, claims, Liens, investigations, proceedings or notices ofnoncompliance, liability or violation by
any Governmental Authority or other Person alleging liability, whether contingent or otherwise (including
investigation or remediation costs, administrative oversight costs and natural resource damages) arising
out of, based on or related to Environmental Matters.

(e) Except as would not result in any material cost to the Company, the Company has not
caused and is not aware of any Release ofHazardous Substances, or that any Hazardous Substances had
been Released, at any property currently or formerly owned or operated by the Company, or, except in
compliance with Environmental Laws, the Company has not caused or arranged for any Release of
Hazardous Substances at any off-site disposal location in connection with the current or past operations of
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Company. To Sellers' knowledge and except as set forth on Schedule 3.16, no property owned, leased or
used by the Company contains or had contained asbestos in any form, lead paint, UFl or any PCBs
(including transformers, capacitors, ballasts or other equipment which contain dielectric fluid containing
PCBs).

Except for the representations and warranties of Sellers expressly set forth on this Section 3.16,
neither of Sellers nor any other Person makes any other express or implied representation or warranty
with respect to Environmental Matters, and none of the other representations and warranties contained in
this Agreement shall be deemed to be given in relation to Environmental Matters.

3.17

	

Compliance with Laws: Licenses. Except as set forth on Schedule 3.17: (a) the
Company is currently in compliance with all applicable Laws, except where the failure to so comply
would not reasonably be expected to have a Material Adverse Effect, and (b) the Company is in
possession of all Licenses required under applicable Law for the current operation of the Business,
including construction permits, highway crossing licenses and permits and other similar licenses and
permits, and right-of-way licenses to own, operate and use its network, and are in compliance with the
requirements and limitations included in such Licenses, except where the failure to so possess or comply
would not reasonably be expected to have a Material Adverse Effect .

3.18

	

Absence of Changes. Except as set forth in Schedule 3.18, since December 31, 2004, the
business of the Company has been conducted in the ordinary course of business and in substantially the
same manner as previously conducted and has made reasonable efforts consistent with past practices to
preserve the relationships of the Company with customers, suppliers, Governmental Authorities and
others with whom the Company deals. Except as set forth in Schedule 3.18, since September 30, 2005,
there has not been:

(a) any granting by the Company to any officer or employee of the Company of (i) any
increase in compensation, severance or termination pay or (ii) any right to participate in (by wayofbonus
or otherwise) the profits of the Company, except, in each case, in the ordinary course of business
consistent with past practice or as was required under employment agreements or salary or wage policies
referred to and disclosed in accordance with this Agreement;

(b) anydamage, destruction or loss, whether or not covered by insurance, to any material
property of the Company or any material Communications Equipment;

(c) any assets or rights of the Company sold, removed, transferred, distributed, assigned
or diverted directly or indirectly to either Seller or any Affiliate of Sellers, other than cash sweeps to
Parent (or its designee) in the ordinary course ofbusiness and the payment ofintercompany payables with
cash in the ordinary course of business consistent with past practice and reflected in the Financial
Statements and other than the transfer of the Retained Assets pursuant hereto ;

(d) any termination or amendment to any Company Benefit Plan (or the adoption of any
plan that wouldbe aCompany Benefit Plan if adopted), except in each case as required by Law;

(e) any change in any method of accounting or accounting practice or policy other than
those required by GAAP;

(f) any acquisition by merging or consolidating with, or by purchasing a material portion
of the assets of, or by any other manner, any business or any corporation, partnership, association or other
business organization or division thereof or otherwise acquire any assets (other than in the ordinary
course of business) that are material, individually or in the aggregate, to the Company; or
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(g) any entry into, amendment, modification or termination of any Material Contract,
other than any such entry, amendment, modification or termination (A) that is in the ordinary course of
business consistent with past practice and (B) the effect of which is not materially adverse to the
Business .

3.19

	

Transactions with Affiliates . Except as set forth on Schedule 3 .19(a) and except for (a)
normal advances to employees consistent with past practice, (b) payment of compensation for
employment to employees consistent with past practice, (c) participation in Parent Plans by employees,
(d) intercompany Indebtedness set forth on the face of the Latest Balance Sheets or to be set forth on any
financial statement to be delivered pursuant to Section 5.17, (e) the provision ofbenefits and services by
Parent to the Company necessary for the operation of the Business as conducted by the Company on the
date hereof and described in Schedule 3.19(a) and (f) the transfer or retention ofthe Retained Assets, the
Company has not (i) purchased, acquired, used or leased any property, goods or services from, (ii)
transferred or leased any property to or provided services (with or without compensation) to, (iii) become
an obligee with respect to any Indebtedness of, or (iv) entered into or been subject to any management,
consulting or similar agreement with, any officer, director or member or Affiliate of the Company, nor
has the Company incurred any Indebtedness payable to or in favor of any such Person . After the Closing,
Sellers and their Affiliates will have no equity interest or, except as specifically contemplated by this
Agreement or set forth on Schedule 3.19(b) or otherwise agreed to by Purchaser, other direct or indirect
interest in the Company and will have no arrangements of the type described in Schedule 3 .19(a) with the
Sellers.

3.20

	

Insurance . The Company or Parent has maintained and will continue to maintain until
the Closing Date the insurance described in Schedule 3.20, which insurance covers the Company's
tangible real and personal property and assets, whether owned or leased, against loss or damage by fire or
other casualty . All such insurance is in full force and effect on the date ofthis Agreement. The Company
has promptly and adequately notified the Parent's or Company's, as the case may be, insurance carvers of
any and all claims known to Sellers with respect to the operations, products or services of the Company
for which the Company is insured. The Company or the Parent, with respect to the Business, has not
been refused any insurance coverage by any insurance carrier to which either has applied for insurance
during the past three years.

3.21

	

Customers . Schedule 3 .21 lists, for the most recent completed fiscal year, the 20 largest
carrier customers and 20 largest enterprise customers of the Company, in each case by revenues, such
Schedule including aggregate sales per customer during the relevant periods. Except as set forth in
Schedule 3 .21 , since December 31, 2004, there has not been (i) any material adverse change in the
business relationship with any customer named in Schedule 3.21 or (ii) any material change in any
material term (including credit terms) of the sales agreements or related agreements with any such
customer .

3.22

	

Construction-in-Progress . Schedule 3.22 sets forth, as of the date of this Agreement, a
reasonably detailed description of each project involving in the aggregate $500,000 or more, where the
Company is constructing, or has contracted or otherwise arranged for the construction (through a joint
venture type of arrangement or otherwise), of any fiber or other network assets .

3 .23 TI Loops. Attached to Schedule 3.23 is the complete agreement with Qwest
Communications regarding any obligation of the Company to purchase TI loops from Qwest (the " west
Regional Commitment Plan") . Schedule 3.23 sets forth: (i) the number and the associated monthly
recurring cost or expense of "special access" TI loops the Company purchased or leased from Qwest, and
the number and the associated monthly recurring cost or expense of UNEs the Company otherwise
purchased or leased from Qwest, in each case as ofOctober 31, 2005 and (ii) the minimum aggregate and

(00183047 ;12;1106 " 1 3) 29



monthly number, and associated monthly recurring cost or expense, of "special access" TI loops and
other leased circuits the Company is obligated to purchase or lease from Qwest.

3.24

	

Circuit Leases. Schedule 3.24 lists all of the circuits the Company leases as of January
25, 2006, along with the counterparty . All such circuits are leased for the sole operation of the Business
as presently conducted by the Company. The circuits listed on Schedule 3.24 are all of the circuits
necessary for the operation of the Business as presently conducted by the Company. Except for those
circuits listed on Schedule 3.19(a)(1) as Retained Assets (which circuits are used for the operation of the
Parent's business), the circuits listed on Schedule 3.24 that the Company leases from Parent or an
Affiliate of Parent are used in or for the operation of the Company's business as opposed to the operation
of Parent's business .

ARTICLE 4.
REPRESENTATIONS ANDWARRANTIES OFPURCHASER

Purchaser represents and warrants to Sellers as follows on the date of this Agreement (and such
representations and warranties shall be deemed made on the Closing Date):

4.1

	

Authority ofPurchaser. Purchaser is a corporation duly organized, validly existing and in
good standing under the laws of Oregon, with all requisite corporate power and authority to own, lease
and operate its properties and to carry on its business as now being conducted . Purchaser has all requisite
corporate power and authority to enter into this Agreement and to carry out its obligations under this
Agreement . The execution, delivery and performance of this Agreement by Purchaser has been duly
authorized by all necessary corporate action. This Agreement has been duly and validly executed and
delivered by Purchaser and constitutes the legal, valid and binding obligation of Purchaser enforceable
against Purchaser in accordance with its terms, except as may be limited by (a) applicable bankruptcy,
insolvency, moratorium, reorganization or similar Laws from time to time in effect that affect creditors'
rights generally or (b) legal and equitable limitations on the availability of specific remedies .

4.2

	

Consents and Apmovals. Assuming the receipt of the Governmental Required Consents
of the Purchaser and consents in connection with its financing of the transactions contemplated by this
Agreement, the execution and delivery of this Agreement by Purchaser does not, and the consummation
of the transactions contemplated hereby and performance by Purchaser of its obligations hereunder will
not, violate or conflict with any provision of (i) the charter, operating agreement, by-laws or analogous
organizational document ofPurchaser; (ii) any material agreement, lease, instrument, mortgage, license or
franchise to which Purchaser is a party or by which any of its properties is bound; or (iii) any Law
applicable to Purchaser and which violation or conflict would reasonably be expected to have a material
adverse effect on Purchaser's ability to consummate the transactions contemplated hereby. Except for the
Governmental Required Consents of Purchaser, no authorization, consent or approval of, or filing with,
any Governmental Authority is required in connection with the execution and delivery of, or performance
by Purchaser of its obligations under, this Agreement .

4.3

	

Brokers. Etc. Except for FTI Consultants, the fees and expenses of which shall be the
responsibility of Purchaser, no broker or investment banker acting on behalf of Purchaser is or will be
entitled to any broker's or finder's fee or any other commission or similar fee directly or indirectly in
connection with any ofthe transactions contemplated hereby.

4.4

	

Securities . Purchaser hereby acknowledges that the Purchased Interests are not registered
under the Securities Act or registered or qualified for sale under any applicable securities Law of the
United States or any other country or any state or province of the United States or any other country and
cannot be resold without registration thereunder or exemption therefrom . Purchaser is acquiring the
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Purchased Interests for its own account as principal, for investment purposes and has no present intention
to dispose of the Purchased Interests, in whole or in part, or of any interest in the Purchased Interests to
any other Person whether by public distribution or otherwise . Purchaser has sufficient knowledge and
experience in financial and business matters to enable it to evaluate the risks of investment in the
Purchased Interests and has the ability to bear the economic risks ofsuch investment .

4.5

	

Financing. Attached as Exhibit G are complete and accurate copies of the commitment
letters (the "Commitment Letters") executed by the financing sources thereto, pursuant to which those
financing sources have committed, subject only to the terms and conditions set forth in the Commitment
Letters, to provide the financing to consummate the purchase of the Company in accordance with this
Agreement (the "Financing") . Purchaser has the financial ability to consummate the transactions
contemplated by this Agreement, subject only to obtaining the Financing . The obligation to fund the
Financing under the Commitment Letters is not subject to any condition other than as set forth in the
Commitment Letters. The Commitment Letters are in full force and effect ; all commitment fees required
to be paid thereunder have been paid in full or will be duly paid in full if and when due; and the
Commitment Letters have not been amended or terminated. Purchaser has no reason to believe that any
condition to the Commitment Letters that is within its control will not be satisfied or waived prior to
Closing . As of the Closing, subject to receiving the Financing, Purchaser will have received cash in an
aggregate amount sufficient to pay all amounts required to be paid by it in connection with the Closing,
including the Purchase Price and all payments, fees and expenses related to or arising out of the
acquisition ofthe Purchased Interests (the "Required Cash Amount") .

4.6

	

Solvency . Immediately after giving effect to the transactions contemplated by this
Agreement and the closing of any financing to be obtained by Purchaser, Purchaser and its subsidiaries
shall be able to pay their respective debts as they become due and shall own property having a fair
saleable value greater than the amounts required to pay their respective debts (including a reasonable
estimate of the amount of all contingent liabilities) . Immediately after giving effect to the transactions
contemplated by this Agreement and the closing of any financing to be obtained by Purchaser in order to
give effect to the transactions contemplated by this Agreement, Purchaser and its subsidiaries shall have
adequate capital to carry on their respective businesses . No transfer of property is being made and no
obligation is being incurred in connection with the transactions contemplated by this Agreement and the
closing of any financing to be obtained by Purchaser in order to effect the transactions contemplated by
this Agreement with the intent to hinder, delay or defraud either present or future creditors of Purchaser.

4.7 Financial Statements .

(a) The (i) consolidated audited statements of earnings, cash flows and owners' equity of
Integra Telecom, Inc. and its subsidiaries for the year ended December 31, 2004, (ii) the consolidated
unaudited statements of earnings, cash flows and owners' equity of Integra Telecom, Inc. and its
subsidiaries for the year ended December 31, 2005, (iii) the consolidated audited balance sheet ofIntegra
Telecom, Inc. and its subsidiaries as of December 31, 2004 and (iv) the unaudited consolidated balance
sheet of Integra Telecom, Inc. and its subsidiaries as of December 31, 2005, attached as Exhibit I
("Purchaser's Financial Statements) (x) have been prepared from, and are in accordance with, the books
and records of Purchaser, (y) have been prepared in accordance with GAAP applied on a consistent basis
during the periods involved and (z) present fairly, in all material respects, the financial position of
Purchaser and its subsidiaries as of the referenced dates and the results of operations and cash flows of
Purchaser and its subsidiaries for the periods presented.

(b) Purchaser has no Liability, including any Liability for any indebtedness, except : (i)
Liabilities reflected or reserved against in, or set forth on, the Purchaser's Financial Statements ; and (ii)
Liabilities that either (A) were incurred in the ordinary course of business since the date of the
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Purchaser's Financial Statements, (B) would not be required to be reflected on, reserved against or set
forth on a balance sheet or notes thereto, prepared in accordance with GAAP, or (C) are not material in
amount or significance to Purchaser .

4.8 Material Adverse Change . Since September 30, 2005 there has not occurred any change in
the condition (financial or otherwise) or results of operations of the Company that has had or would
reasonably be expected to have a Material Adverse Effect on Purchaser or its subsidiaries (as if the
definition of Material Adverse Effect applied to Purchaser instead ofthe Company) .

4.9

	

Independent Investigation. In making the decision to enter into this Agreement and to
consummate the transactions contemplated hereby, other than reliance on the representations, warranties,
covenants and obligations of Sellers set forth in this Agreement, Purchaser has relied solely on its own
independent investigation, analysis and evaluation of the Company (including Purchaser's own estimate
and appraisal of the value of the Business, financial condition, assets, operations and prospects of the
Company) . Purchaser confirms to Sellers that Purchaser is sophisticated and knowledgeable in the
Business ofthe Company and is capable of evaluating the matters set forth above.

4.10

	

Legal Qualifications . Purchaser is qualified under the Communications Act of 1934, as
amended, andFCC Rules, to control the Company. Neither Purchaser nor any entity holding 5% or more
ofthe direct or indirect voting equity in Purchaser has been determined by the FCC not to be qualified to
hold an FCC License or to control a holder of an FCC License, and no proceeding in which such
qualifications are at issue is pending, or to Purchaser's knowledge, threatened, before the FCC or on
appeal of an FCC order. Neither Purchaser nor any entity holding 5% or more of the direct or indirect
voting equity in Purchaser has been determined by any State PUC not to be qualified to hold a State PUC
License or to control a holder of a State PUC License, and no proceeding in which such qualifications are
at issue is pending before any State PUC or on appeal ofa State PUC order.

ARTICLE 5.
COVENANTS

5 .1

	

Reasonable Best Efforts: Regulatory Approvals: Third Party Consents .

(a) On the terms and subject to the conditions of this Agreement, each party shall use
commercially reasonable efforts to cause the Closing to occur, including taking all reasonable actions
necessary (i) to comply promptly with all legal requirements that may be imposed on it or any of its
Affiliates with respect to the Closing, (ii) to obtain each Governmental Required Consent of such party
and each other consent of, and make necessary filings with, a Governmental Authority, which if not
obtained or made is reasonably likely to have a material adverse effect on the ability of the parties to
consummate the transactions contemplated by this Agreement or result in a Material Adverse Effect and
(iii) to cause the occurrence or meeting ofthe conditions precedent set forth in Articles 6 and 7.

(b) In furtherance of and not in limitation of the provisions of Section 5.1(a), Sellers
shall, and shall cause the Company to, and Purchaser shall, cooperate with the other with respect to
obtaining the Governmental Required Consents and other consents, approvals and waivers required to be
obtained to consummate the transactions contemplated by this Agreement. In particular, where permitted
by the applicable Governmental Authority, Sellers shall, and shall cause the Company to, and Purchaser,
or persons nominated thereby, will, promptly provide drafts to the other party, allow reasonably adequate
time for comment by the other party and agree promptly, to the extent the same are accurate and
reasonable, to the contents of all notifications, filings, submissions, further documentation and evidence
to be submitted to all relevant Governmental Authorities . Sellers shall, and Sellers shall cause the
Company to, and Purchaser shall, in each case where permitted by the relevant Governmental Authority,
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allow individuals nominated by each of the other parties to attend all meetings with Governmental
Authorities and, where appropriate, to make oral submissions at such meetings . Purchaser shall, and
Sellers shall, and shall cause the Company to, (i) furnish to the other such necessary information and
reasonable assistance as the other may require in connection with its preparation of any notification,
filing, submission or further documentation or evidence that is necessary in obtaining Governmental
Required Consents, and (ii) where permitted by the applicable Governmental Authority, promptly
disclose to the other all correspondence received from or sent to any relevant Governmental Authority in
connection herewith and shall keep the other fully informed of any other related communication in
whatever form with any of the relevant Governmental Authorities . Purchaser shall, and Sellers shall, and
shall cause the Company to, use commercially reasonable efforts to comply promptly with any inquiry or
request for additional information from any relevant Governmental Authority in connection herewith and
shall use commercially reasonable efforts to promptly provide any supplemental information requested in
connection with the notifications, filings and/or submissions made hereunder for the purposes of
obtaining the Governmental Required Consents. Notwithstanding the foregoing, the provisions of this
Section 5.l(b) are subject to Section 5 .4 hereof and the Confidentiality Agreement and any other
confidentiality or privilege limitations applicable to the parties hereto and their Affiliates.

(c) In furtherance of and not in limitation of the provisions of Sections 5.1 (a) and t
each of Sellers and Purchaser shall, as promptly as practicable, but in no event later than fifteen (15)
Business Days following the execution and delivery of this Agreement, file, or cause to be filed with the
United States Federal Trade Commission and the United States Department ofJustice the notification and
report form, if any, required for the transactions contemplated hereby and any supplemental information
requested in connection therewith pursuant to the HSR Act. Any such notification and report form and
supplemental information shall be in substantial compliance with the requirements of the HSR Act.
Sellers and Purchaser shall, to the extent each is able, seek early termination of the applicable waiting
period under the HSR Act. Notwithstanding anything in this Agreement to the contrary, Purchaser shall
not be required to take any action in connection with any competition laws (including HSR) that would
require Purchaser or any of its Affiliates to agree to, or proffer to, not compete in anymarket or divest or
hold separately any assets or any portion ofany business ofPurchaseror its Affiliates, or the Company or
its Subsidiary.

(d) In furtherance o£ and not in limitation of the provisions of Sections 5 .1(a) and (b),
each of Sellers and Purchaser shall, as promptly as practicable, but in no event later than twenty (20)
Business Days following the execution and delivery of this Agreement, file, or cause to be filed:

Consents .
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(i)

	

with the FCC the necessary application or applications seeking the FCC

(ii)

	

with the applicable State PUCs the necessary application or applications
seeking the State PUC Consents . The parties shall cooperate to make any notice filings required in
connection with this matter on a timely basis .

(e) Prior to the Closing Date, Parent shall cause the Company to use commercially
reasonable efforts to obtain all consents and waivers from third parties in respect of contracts and other
obligations, in each case, of the Company, to the extent such contracts and other obligations require such
consents and waivers as a result of the transactions contemplated hereby, such consents being set forth on
Schedule 3.4 . Parent shall pay all of the costs of obtaining the consents referred to in this clause (e),
including all fees, charges, costs and expenses levied by a counterparty in granting its consent, including
assignment fees . Purchaser shall use commercially reasonable efforts to provide cooperation and
assistance in this regard including providing to any such third party all necessary information (including
financial information) and agreeing to enter into guarantees or similar arrangements in favor of any such
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third party, in each case, as required by any such third party in order to secure the necessary consents and
waivers, subject to the agreements on confidentiality contained in this Agreement and the Confidentiality
Agreement . Prior to the Closing Date, Purchaser shall use commercially reasonable efforts to obtain all
consents and waivers from third parties in respect of contracts and other obligations, in each case, of
Purchaser, to the extent such contracts and other obligations require such consents and waivers as a result
of the transactions contemplated hereby . Parent shall use commercially reasonable efforts to provide
cooperation and assistance in this regard including providing to any such third party all necessary
information . From and after the Closing Date, Purchaser shall be responsible for obtaining all consents
and waivers referred to above (including those consents andwaivers pursuant to contracts and obligations
of the Company) and Parent shall use commercially reasonable efforts to provide cooperation and
assistance in that regard .

5.2

	

Pre-Closing Access . From the date hereof to the Closing, except to the extent prohibited
or limited by applicable Law, Sellers shall cause the Company to permit representatives of Purchaser
(including financial and legal representatives) to have reasonable access, at all reasonable times during
normal business hours and on reasonable prior notice and in a manner that does not disrupt normal
business operations, to all personnel, accountants, counsel and other representatives of Sellers associated
with the Business and the Company (provided Purchaser shall not unreasonably interfere with the duties
and responsibilities of such personnel and representatives and shall obtain access to such personnel only
through Daniel McCarthy or other representatives of Sellers designated by Parent who shall respond
reasonably promptly to requests for access by Purchaser) and to all premises, properties, books, records,
contracts and documents o£ or pertaining to the Company.

5 .3

	

Operation of Business Prior to Closing. Prior to the Closing Date, except as set forth on
Schedule 5.3 , or as otherwise contemplated by this Agreement (including, without limitation this Section
L3), and except for the transfer ofthe Retained Assets to an entity designated by Parent, or with the prior
written consent of Purchaser (which consent shall not be unreasonably withheld or delayed), Sellers shall
cause the Company to be operated in the ordinary course of business and not permit the Company to do
any of the following: (i) make any change in its authorized capitalization, operating agreement or other
analogous organizational document ; or (ii) issue or sell any membership interests or securities convertible
into or exchangeable for, or its rights to, its membership interests . In furtherance of the foregoing, Sellers
shall cause the Company not to do any of the following without the prior written consent of Purchaser
(which consent shall not be unreasonably withheld or delayed) :
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(a) adopt, terminate or amend any Company Benefit Plan (or any plan that would be a
Company Benefit Plan if adopted) or enter into any collective bargaining
agreement or other agreement with any labor organization, union or association,
except in each case as required by Law;

grant any officer or employee of the Company: (i) any increase in compensation,
severance or termination pay, or (ii) any right to participate in (by way of bonus or
otherwise) the profits of the Company, except, in each case, in the ordinary course
of business consistent with past practice, as was required under employment
agreements, salary or wage policies referred to and disclosed in accordance with
this Agreement ;

hire or terminate an officer, or make any material changes in the number or duties
of the employees, of the Company, or, except as agreed in writing with Purchaser,
transfer employees between the Company and other Affiliates of the Company,
including Parent ;
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(d) incur or assume any liabilities, obligations or indebtedness for borrowed money or
guarantee any such liabilities, obligations or indebtedness, other than in the
ordinary course of business and consistent with past practice; provided, however,
that in no event shall the Company incur or assume any long-term indebtedness for
borrowed money;

(e) waive any claims or rights of substantial value, other than in the ordinary course of
business consistent with past practice ;

except for intercompany transactions in the ordinary course of business consistent
with past practice and the transfer of Retained Assets in accordance with this
Agreement, pay, loan or advance any amount to, or sell, transfer or lease any of its
assets to or purchase or lease any assets from, or enter into any agreement or
arrangement with, Sellers or any oftheir Affiliates ;

(g) make any change in any method of accounting or accounting practice or policy
other than those required by GAAP;

(h) acquire by merging or consolidating with, or by purchasing a material portion of
the assets of, or by any other manner, any business or any corporation, partnership,
association or other business organization or division thereof or otherwise acquire
any assets (other than in the ordinary course of business) that are material,
individually or in the aggregate, to the Company;

make or incur any capital expenditure not contained in a capital budget made
available to Purchaser prior to the date of this Agreement and that, individually, is
in excess of $200,000, or make or incur any such expenditures that, in the
aggregate, are in excess of $500,000, in each case, except to the extent deemed
necessary by the Company in connection with the operation of the Business in the
ordinary course ofbusiness;

sell, lease, license, assign, swap, grant a right to use, transfer or otherwise dispose
of any of its material assets, except inventory and obsolete or excess equipment
sold in the ordinary course of business and consistent with past practice and except
for the transfer of the Retained Assets as provided in this Agreement, or sell, lease,
license, assign, swap, grant a right to use, transfer or otherwise dispose of any of its
fiber;

(k) except for cash sweeps to Parent (or its designee) in the ordinary course of business
and the payment of intercompany payables with cash in the ordinary course of
business consistent with past practice of the Company or as otherwise specifically
contemplated by this Agreement, make any dividend, distribution, transfer or other
distribution of any cash or assets of the Company to Sellers or any other Affiliates
of Sellers;

enter into, amend, modify or terminate any Material Contract, other than any such
entry, amendment, modification or termination (A) that is in the ordinary course of
business consistent with past practice and disclosed to Purchaser and (B) the effect
of which is not materially adverse to the Business ;
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(m) make any material change in the operation, function or components of the network
or operations of the Company from the present operation, function or components;

(n) sell, lease, license or otherwise grant a right to use any dark fiber or network
services of the Company, where the terms of such sale, lease, license or other right
to use includes any prepayment for the use or service or similar term that provides
for customer payments in advance of the use or service;

(o) sell, lease, license or otherwise grant a right to use any material dark fiber of the
Company;

(p) prepay in any way any capital lease of the Company, including those listed on
Schedule 1 .1(a);

(q) institute any proceeding with respect to, or otherwise materially change, amcnd, or
supplement any of its tariffs on file with the FCC or any State PUC, except in the
ordinary course ofbusiness, or as required by Law;

(r) with respect to the Company or any Affiliated Group of which the Company (as
distinguished from any of the Sellers) is the common parent, (i) make any Tax
election inconsistent with past practice, (ii) change any Tax election already made,
(iii) settle or compromise any federal, state, local or foreign Tax liability or agree to
an extension of a statute of limitations, (iv) fail to file any Income Tax Return or
other material Tax Return when due (or, alternatively, fail to file for available
extensions) or fail to cause such Income Tax Returns or other material Tax Returns
when filed to be complete and accurate, or (v) fail to pay any Income Taxes or
other material Taxes when due, in each case, in any manner materially adverse to
the Company; provided, however, nothing set forth in this clause (r) shall prohibit
the Company from changing, electing, settling or compromising Tax liabilities to
the extent required by Law; or

(s) authorize any of, or commit to agree, whether in writing or otherwise, to do any of,
the foregoing.

5 .4 Confidentiality .

(a) Purchaser acknowledges that the information being provided to it in connection with
the transactions contemplated hereby is subject to the terms of the Confidentiality Agreement; provided
that Purchaser may disclose such information concerning the Company as is reasonably necessary to
obtain the Financing, including through the use of a confidential private placement memorandum or
offering circular . In no way limiting the generality of the foregoing, the terms of the Confidentiality
Agreement shall not prevent the Company from using, after Closing, the confidential and proprietary
information governed by the Confidentiality Agreement that relates primarily to the Company; provided
that Purchaser acknowledges that any and all other information provided to it by Sellers or any of their
Affiliates or representatives concerning Sellers or any of their Affiliates (other than with respect to the
Company) shall remain subject to the terms and conditions of the Confidentiality Agreement and the
Company shall, to the same extent as Purchaser, be subject to all confidentiality provisions of the
Confidentiality Agreement as though it were a party thereto.

(b) At all times from and after the Closing Date, Sellers shall keep secret and maintain in
confidence, and shall not use for their benefit or for the benefit of others, any confidential or proprietary
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information relating to the Business or the Company's financial or other affairs, including all of the
Company's Intellectual Property and files and records (other than the Retained Assets), other than any of
such information that is in the public domain (unless and to the extent any of such information enters the
public domain in whole or in part due to action or inaction of Sellers following the Closing) . The
foregoing shall not prohibit use or disclosure of such information (i) as is required by Law, (ii) as is
necessary to prepare Tax Returns (including Tax Returns of Sellers or of any of their Affiliates) or other
filings with Governmental Authorities or to defend or object to any reassessment of Taxes, (iii) as is
necessary for Sellers (or their representatives) to prepare and disclose, as maybe required, accounting or
other financial statements or (iv) to assert or protect any rights of Sellers hereunder or under any
applicable Law or otherwise .

(c) Sellers and Purchaser acknowledge and agree that in the event of a breach of this
Section 5.4 by either party or of the Confidentiality Agreement by Purchaser, the other party would suffer
irreparable harm for which it would be difficult to determine damages and for which money damages
alone would be an inadequate remedy for the injuries suffered by such party, and that such party shall be
entitled to specific performance and injunctive or other equitable relief to enforce this Section 5.4 and/or
the Confidentiality Agreement, without any requirement to submit proof of the economic value of any
confidential or proprietary information or post a bond or any other security . Such remedy shall not be
deemed to be the exclusive remedy for breach of this Section 5.4 or of the Confidentiality Agreement but
shall be in addition to all other remedies available at Law or equity .

5.5

	

Employee Matters.

(a) From and after the Closing Date, Purchaser shall, or shall cause the Company to,
provide Company Employees retained by the Purchaser or the Company following the Closing (each a
"Retained Employee") with all employee benefit plans (other than equity compensation plans) as are
provided by Purchaser and its subsidiaries to their own employees who are similarly situated to such
Company Employees (the "New Plans") . The foregoing shall not constitute any commitment, contract,
understanding, undertaking, guarantee (express or implied) on the part of Purchaser or Company to
continue the employment of any Company Employee for any period of time or on any terms except as
determined by Purchaser.

(b) For purposes of each New Plan that may provide medical, dental, pharmaceutical,
life, disability and/or vision benefits to any Retained Employee, Purchaser shall use commercially
reasonable efforts to cause the relevant insurer(s) (i) to waive all eligibility waiting periods, pre-existing
condition exclusions and actively-at-work requirements for such Retained Employee and his or her
covered dependents and (ii) to take into account any eligible expenses incurred by a Retained Employee
and his or her covered dependents during the portion of the plan year of the Parent Plan or Company
Benefit Plan (ending on the date the employee's participation in the corresponding New Plan begins) for
purposes of satisfying any deductible, coinsurance and maximum out-of-pocket requirements applicable
to the Retained Employee and his or her covered dependents for the applicable plan year. For all
purposes (other than benefit accrual under a defined benefit pension plan) under the New Plans (including
any Purchaser severance plans) each Retained Employee shall be credited with his or her years of service
with the Company to the same extent such Retained Employee was entitled to eligibility, vesting or
benefit accrual credit, as applicable, for such service under any similar Parent Plan or Company Benefit
Plan in which such Retained Employee participated immediately prior to the Closing.

(c) Immediately prior to the Closing, Parent shall cause each Company Employee to
become fully vested in his or her accrued benefit under the Seller Savings Plan or other Parent Plan that is
intended to be qualified under Section 401(a) of the Code. After the Closing, Purchaser and Seller shall
cooperate to ensure that Retained Employees are permitted to rollover their account balances under the
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Seller Savings Plan, including in-kind rollovers of participant loans into Purchaser's 401(k) plan ;
provided, however, that Purchaser shall not be required to permit any such rollovers by Retained
Employees if it determines that any such rollover could jeopardize the tax-qualified status of Purchaser's
401 (k) plan .

(d) Prior to the Closing, Sellers or the Company, as the case may be, shall pay in full all
obligations owed under the 2005 Annual Incentive Plan Design (which shall not continue into 2006
unless Parent assumes all of the liabilities under such plans or accrues such liabilities on the Closing
Balance Sheet and such plans do not give rise to any liability of the Company or Purchaser (excluding
accrued amounts) following the Closing) and any other similar plan .

(e) Purchaser shall provide severance benefits and payments to any Company Employee
whose employment is terminated by Purchaser (i) within the first six (6) months following the Closing, in
accordance with the Company's severance programs in effect immediately prior to Closing; provided that,
such severance program only provides for severance based on base salary and not any other pay or
compensation (except to the extent of subsidized COBRA payments as provided in the Company's
severance programs in effect immediately prior to Closing), and (ii) following such six (6) month period,
in accordance with Purchaser's severance programs ("Purchaser's Severance Arrangements "), taking into
account, to the extent relevant, such Company Employee's combined service with Seller and/or its
Affiliates prior to the Closing Date and Purchaser from and after the Closing Date . A summary of
Purchaser's Severance Arrangements is set forth on Exhibit H.

(f) Purchaser shall provide each Retained Employee with any accrued and unused days
of paid time off that he or she is eligible to take as of the Closing Date in accordance with the applicable
paid time off policy of the Company. Notwithstanding Section 5.5(a). Purchaser in its discretion may
maintain Retained Employees on the paid time off policy of the Company until December 31, 2006.

(g) (i) Purchaser shall have in effect as of the Closing Date a flexible spending account
plan qualified under Section 125 of the Code (the "Purchaser Flexible Spending Plan"), and Purchaser
shall cause the Purchaser Flexible Spending Plan to accept a spin-off ofthe assets and liabilities related to
the Retained Employees' flexible spending accounts ("FAs") from the flexible spending plan of Seller in
which the Retained Employees participate immediately prior to the Closing (the "Seller Flexible
Spending Plan") and to honor and continue through the end of the calendar year in which the Closing
Date occurs the elections made by each Retained Employee under the Seller Flexible Spending Plan in
respect of the FSAs that are in effect immediately prior to the Closing Date; and (ii) as soon as practicable
following the Closing Date, Seller shall (a) cause to be transferred from the Seller Flexible Spending Plan
to the Purchaser Flexible Spending Plan the excess of the aggregate accumulated contributions to the
FSAs made prior to the Closing Date during the year in which the Closing Date occurs by Retained
Employees over the aggregate reimbursement payouts made prior to the Closing Date for such year from
such accounts to the Retained Employee, and (b) provide Purchaser with an itemized schedule of each
Retained Employee's election amount and benefits paid prior to the Closing Date during the year in which
the Closing Date occurs . If the aggregate reimbursement payouts from such FSAs made prior to the
Closing Date during the year in which the Closing Date occurs to the Retained Employees exceed the
aggregate accumulated contributions to such accounts prior to the Closing Date for such year by the
Retained Employees, Purchaser shall make a payment equal to the value of such excess to Seller as soon
as practicable following the Closing Date . Seller Flexible Spending Plan shall be responsible for any
covered claims submitted for reimbursement before the Closing Date . Except as provided in the
preceding sentence, on and after the Closing Date, Purchaser shall assume and be solely responsible for
all unpaid claims by Retained Employees under the Seller Flexible Spending Plan incurred at any time
during the calendar year in which the Closing Date occurs, including claims incurred prior to the Closing
Date, that have not been submitted before the Closing Date, and following the Closing Date, Purchaser
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shall hold Seller and its affiliates harmless from any and all claims for reimbursement by Retained
Employees under the Seller Flexible Spending Plan incurred at any time during the calendar year in which
the Closing Date occurs but which were not submitted to the Seller Flexible Spending Plan before the
Closing Date . For purposes of this paragraph, a claim for reimbursement shall be deemed to have been
incurred on the date on which the charge or expense giving rise to such claim is incurred .

5.6

	

Records: Post-Closing Access to Information .

(a) Notwithstanding anything to the contrary contained in this Agreement, Sellers may
retain all (i) original agreements, documents, books, records and files prepared in connection with the
transactions contemplated hereby, including bids received from other parties and analyses relating to the
Company and (ii) Tax Returns.

(b) Subject to Section 10.2(a), for a period of seven years after the Closing Date,
Purchaser shall use commercially reasonable efforts to preserve and retain, or cause the Company to
preserve and retain, all material agreements, documents, books, records and files (including any
documents relating to any governmental or non-governmental actions, suits, proceedings or
investigations) relating to the conduct ofthe Business and operations of the Company prior to the Closing
Date (collectively, "Records") . Subject to Section 10.2(a), for a period of seven years after the Closing
Date, Sellers shall use commercially reasonable efforts to preserve and retain all Records, including all
financial records, policies and procedures customarily required for the completion of an audit by an
independent accounting firm, in its and its Affiliates possession following the Closing, and shall provide
Purchaser and the Company access to all such records at reasonable times upon reasonable notice .

(c) Subject to Section 10.2(a), from and after the Closing Date, Purchaser shall cause the
Company to afford Sellers and their counsel, accountants and other authorized representatives, upon
reasonable prior notice, reasonable access during normal business hours to the respective premises,
properties, personnel, books and records of the Company and any other assets or information that Sellers
reasonably deem necessary, including in connection with the preparation of any report or Tax Return
required to be filed by Sellers under applicable Law or otherwise (but so as not to unduly disrupt the
normal course of operations of the Company), including preparing or defending any Tax Return and any
interim or annual report or other accounting statements . Personnel of Purchaser and the Company shall
assist Sellers in the preparation of Tax Returns relating to the Pre-ClosingTax Periods in accordance with
Article 10.

5 .7

	

Continued Operations . Purchaser shall be responsible for any costs in connection with its
termination of any Company Employee's employment on or after the Closing Date, and Purchaser shall
assume and be responsible for any liability arising under the Worker Adjustment and Retraining
Notification Act, and/or any other plant or mass layoff closing Law, in connection with its termination of
any Company Employee's employment on or after the Closing Date .

5 .8 Communications Licenses. Prior to the Closing, the Company shall maintain the validity of
the Communications Licenses and Franchise Agreements, including those set forth on Schedule 6.5,
comply in all material respects with all requirements of the Communications Licenses, Franchise
Agreements and the Communications Act and any applicable state or local Laws, including those of State
PUCs. Prior to the Closing, the Company shall use commercially reasonable efforts to (a) refrain from
taking any action that would jeopardize the validity of any ofthe Communications Licenses, (b) prosecute
with due diligence any pending applications with respect to the Communications Licenses, including any
renewals thereof and applications seeking FCC Consents and the State PUC Consents as set forth on
Schedule 6 .5 and (c) with respect to Communications Licenses, file all registrations, reports, renewal
applications, and other documents and pay all required fees and contributions, in each case, that are
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required by the Communications Act or any applicable state or local Laws, including those of State PUCs
as and when such filings or reports are necessary or appropriate .

5.9 Notice ofDevelopments .

(a) Each patty shall promptly notify the other party in writing of all events,
circumstances, facts and occurrences arising subsequent to the date ofthis Agreement that could result in
any material breach of a representation or warranty by or covenant of such party in this Agreement or that
could have the effect ofmaking any representation or warranty by such party in this Agreement untrue or
incorrect in any material respect.

(b) Each party shall, in each case as soon as possible upon becoming aware, from time to
time prior to the Closing Date, supplement in writing the Schedules hereto with respect to any event,
circumstance, fact or occurrence hereafter arising that, ifexisting as of the date of this Agreement, would
have been required to be set forth or described in the Schedules; provided, however, that (i) except as and
to the extent provided in this Section 5.9(6) , none of such disclosures shall be deemed to modify, amend
or supplement the representations and warranties by such party or the Schedules for the purposes of this
Agreement, unless the other party shall have consented thereto in writing and (ii) upon consummation of
the Closing, regardless of any other provisions of this Section 5 .9, such disclosures shall automatically be
deemed to modify the Schedules for all purposes, including for purposes of Article 9 hereof The party
receiving such supplemented Schedules must notify the party that has supplemented the Schedules within
twenty-one (21) days of receipt of such supplemented Schedules whether the supplemental information
disclosed therein, taken together with all other supplemental information provided pursuant to this
Section 5 .9(6), constitutes facts or circumstances giving rise to a Material Adverse Effect or otherwise
giving rise to a failure of the condition set forth in Section 6.1 or Section 7.1 hereto, as the case may be .
If no such notice is given within such twenty-one (21) Business Day period, then such disclosure shall be
deemed to modify, amend or supplement the representations and warranties by such party and the
Schedules and to have cured any misrepresentation or breach of any representation or warranty that might
have existed by reason of the development. The supplementing party agrees to cooperate in good faith in
timely providing complete and correct documents or other information reasonably necessary for the
receiving party to have a basis for determining whether to deliver the notice referred to above.

(c) Without limiting any other provision of this Agreement, subject to applicable Laws
and the instructions of any Governmental Authority, the parties shall keep each other apprised of the
status of matters relating to completion of the transactions contemplated hereby, including promptly
furnishing the other with copies of notices or other communications received by such party from any
Governmental Authority or other Person with respect to the transactions contemplated by this Agreement .
Each party shall give prompt notice to the other parties of any failure of any condition to such party's
obligations to effect the transactions contemplated by this Agreement.

(d) Notwithstanding the foregoing, with respect to Schedules 3 .19(a)(1) and 3 .24, Parent
shall provide Purchaser with up to date schedules of circuits leased by the Company in effect as of a date
within three (3) Business Days of the Closing Date that shall be prepared in a manner consistent with
Schedules 3 .19(a) and 3.24 attached hereto . Such updated schedules shall indicate, among other things,
those circuits leased by the Company to be retained by Parent as Retained Assets (that shall have the
effect of amending ExhibitA hereto), which leased circuits shall be the responsibility ofParent following
the Closing Date . The circuits noted on Attachment 3.19(a) to Schedule 3.19(a)(1) shall identify (1)
circuits to be retained by Parent as circuits that are used in or for the operation of the Parent's business as
opposed to the operation of the Company's business and (2) circuits not to be retained by Parent as
circuits that are used in or for the operation of the Company's business as opposed to the operation of the
Parent's business in the same manner as currently identified on Attachment 3 .19(a) . Purchaser shall have
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the opportunity to review the updated schedules provided pursuant to this clause (d) and consult with
Parent regarding thereto. Such updated schedules shall be deemed to modify, amend and supplement
Schedules 3.19(a) and3.24 and ExhibitA hereto and the corresponding representations and warranties for
all purposes ofthis Agreement .

5.10

	

Cooperation in Litigation .

(a) Each party hereto will fully cooperate with the other in the defense or prosecution of
any litigation or proceeding already instituted or which may be instituted hereafter against or by such
party relating to or arising out of the conduct of the Business prior to the Closing Date (other than
litigation arising out of the transactions contemplated by this Agreement) .

	

Subject to the indemnity
obligations set forth in Article 9, the party requesting such cooperation shall pay the out-of-pocket
expenses (including legal fees and disbursements) of the party providing such cooperation and of its
officers, directors, managers, employees and agents reasonably incurred in connection with providing
such cooperation, but shall not be responsible to reimburse the party providing such cooperation for such
party's time spent in such cooperation or the salaries or costs of fringe benefits or similar expenses paid
by the party providing such cooperation to its officers, managers, directors, employees and agents while
assisting in the defense or prosecution of any such litigation or proceeding.

	

The Company has
maintained, and, to the extent required to do so, will continue to escrow and maintain, a cash escrow with
respect to the Portland Franchise Dispute that is sufficient to pay in full all amounts (other than statutory
interest thereon) that maybe required to be paid in respect of such matter, and, subject to Section 5.10(b) ,
will reserve an amount on the Closing Balance Sheet necessary to pay any statutory interest.

(b) Notwithstanding Section 5.10(a) above, the Company shall not settle the Portland
Franchise Dispute prior to Closing without the prior written consent of Purchaser . If Parent seeks
Purchaser's consent to a written, definitive settlement proposal acceptable to Parent and the City of
Portland (the "Settlement Proposal ") and Purchaser refuses to consent to such Settlement Proposal, then
for purposes ofdetermining Working Capital as of the Closing Date, the parties agree that the Company's
accrual with respect to the Portland Franchise Dispute shall be reduced by an amount equal to the
difference (if a positive number) between (x) the amount that the Company has accrued for the interest
related to the Portland Franchise Dispute through the date Parent presents the Settlement Proposal to
Purchaser in writing and (y) the amount the Company and/or Parent would have to pay to the City of
Portland in interest pursuant to the Settlement Proposal . In addition, under such circumstances, for
purposes ofdetermining Working Capital as ofthe Closing Date, the parties agree that the Company shall
not be obligated to accrue any additional statutory interest with respect to the Portland Franchise Dispute
after the date Parent presents the Settlement Proposal to Purchaser in writing through the Closing Date .

5.11

	

Transfer of Retained Assets . Sellers shall use commercially reasonable efforts to transfer
the Retained Assets to an entity designated by Parent prior to the Closing. Sellers shall be responsible for
any costs, and shall provide for the assumption ofany liabilities, associated with the transfer and retention
of, and otherwise in connection with, the Retained Assets .

5.12

	

Reasonable Best Efforts to Obtain Financine. Purchaser shall use its reasonable best
efforts to complete the Financing and satisfy its obligations under the Commitment Letters in accordance
with and by the date specified in the terms and conditions of the Commitment Letters. Purchaser shall
keep Parent reasonably informed of all material developments, positive and negative, concerning the
status of the Financing described in the Commitment Letters. Without limiting the foregoing, Purchaser
agrees to notify Parent promptly, and in any event within two (2) Business Days, if at any time prior to
the Closing (i) any Commitment Letter shall have expired or be terminated for any reason, (ii) any
financing source that is a party to any Commitment Letter notifies Purchaser that such source no longer
intends to provide financing to Purchaser on the terms set forth therein, or (iii) Purchaser no longer
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believes in good faith, subject to receipt of said Financing, that it will be able to obtain the Required Cash
Amount. Purchaser shall not amend or alter, or agree to amend or alter, any Commitment Letter in any
manner that could reasonably be expected to impair, delay or prevent the transactions contemplated by
this Agreement, without the prior written consent of Parent. If any Commitment Letter shall be
terminated or modified in a manner materially adverse to Purchaser's ability to consummate the
transactions contemplated by this Agreement for any reason, Purchaser shall use its commercially
reasonable efforts to obtain alternative financing as promptly as practical in any amount that, together
with existing cash resources, will equal the Required Cash Amount. If obtained, Purchaser will provide
Parent with a copy of the new financing commitment letters .

5 .13

	

Exclusivity. Sellers agree that until this Agreement is terminated under the terms hereof
or until the Closing (the "Exclusivity Period"), Sellers shall not, and shall not permit the Company or any
of its respective officers, directors, managers, agents or Affiliates to : (A) enter into any written or oral
agreement or understanding with any Person (other than Purchaser) regarding the sale (whether by sale of
membership interests, merger, consolidation, sale of assets (other than the Retained Assets) or other
disposition) ofall or any part of the Company or any material portion of its assets or membership interests
("Another Transaction") ; (B) enter into or continue any negotiations or discussion with any Person (other
than Purchaser) regarding the possibility of Another Transaction ; or (C) except as otherwise required by
Law, order of a Governmental Authority or similar compulsion, provide any nonpublic financial or other
confidential or proprietary information regarding the Company (including this Agreement, any materials
containing Purchaser's proposal and any other financial information, projections or proposals regarding
the Company) to any Person (other than Purchaser and its representatives) .

5.14 Audit.

(a) Parent shall use commercially reasonable efforts to cause KPMG LLP or such other
accounting firm of international recognition mutually acceptable to Parent and Purchaser (the "Auditors")
to audit (the "Audit") as promptly as practicable following the date hereof (i) the consolidated statements
of earnings, cash flows and owners' equity of the Company and the Subsidiary for the years ended
December 31, 2005 and December 31, 2004 and (ii) the consolidated balance sheets of the Company and
the Subsidiary as of December 31, 2005 and December 31, 2004.

(b) To the extent the financial statements to be audited in accordance with clause (a)
above include the Retained Assets and the results relating thereto, Parent shall prepare and deliver to
Purchaser as promptly as practicable following completion of the Audit, unaudited pro forma financial
statements of the Company and the Subsidiary reflecting the impact of the exclusion ofall of the Retained
Assets as iftheir carve-out had occurred on January 1, 2005 .

(c) Upon completion of the Audit, Parent shall cause the Auditors to deliver to Parent an
audit report stating (without qualification) that in its opinion the financial statements described in Section
5.14 a i and ii (including the notes thereto) (the "Audited Financial Statements ") have been prepared
in accordance with GAAP and present fairly, in all material respects, the financial position of the
Company and the Subsidiary on December 31, 2005 and December 31, 2004 and the results of operations
for the periods covered thereby. Immediately following receipt of such report, Parent shall deliver to
Purchaser such report and the Audited Financial Statements . In the event the Auditors refuse, decline or
indicate that they are unwilling to deliver the audit report referred to above, Parent shall promptly notify
Purchaser ofthat fact and the events or circumstances giving rise thereto. Purchaser and Parent shall each
pay one-half the cost ofthe Audit.

5.15

	

Environmental Investigation. Prior to the Closing, Purchaser shall have the right, at its
sole cost and expense, to (a) inspect non-privileged records, reports, permits, applications, monitoring
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results, studies, correspondence data and any other information or documents relevant to environmental
conditions or environmental noncompliance, (b) conduct Phase 1 environmental audits regarding the
facilities of the Company and, with the prior written consent of Sellers (such consent not to be
unreasonably withheld or delayed), conduct tests of the soil surface or subsurface waters and air quality
at, in, on, beneath or about the facilities of the Company, and to conduct such other procedures, in each
case, as may be recommended by an environmental consultant engaged by Purchaser based on its
professional judgment, in a manner consistent with good engineering practice ; provided that Purchaser
and the Company shall seek and obtain appropriate permission to conduct such tests on third-party
property, and (c) inspect all buildings and equipment at the facilities of the Company including, without
limitation, the visual inspection of the physical plants for asbestos-containing construction materials;
provided that in each case, such tests and inspections shall be conducted only (i) during regular business
hours and upon reasonable prior notice to the Company and (ii) in a manner that will not materially
interfere with the operation of the business of the Company and/or the use of, access to or egress from the
facilities ofthe Company.

5 .16

	

Insurance . Sellers shall cause the Company to maintain in full force and effect all
insurance coverage for the Company's properties and assets substantially comparable to coverage existing
on the date hereof.

5 .17

	

Continued Financials . Within twenty (20) days of the close of each month, Sellers shall,
or shall cause the Company to, deliver to Purchaser, monthly financial statements for the Company's
most recently completed month, prepared in good faith and in accordance with GAAP (except (i) for the
absence of footnotes, and (ii) for the absence ofnormal year end adjustments), and applied on a consistent
basis with the Financial Statements, except materiality shall be based on materiality of the Company and
not the Parent . Within twenty (20) days of the close of each quarter, Sellers shall, or shall cause the
Company to, deliver to Purchaser, quarterly financial statements for the Company's most recently
completed quarter, prepared in good faith and in accordance with GAAP (except (i) for the absence of
footnotes, and (ii) for the absence of normal year end adjustments) and applied on a consistent basis with
the Financial Statements, except materiality shall be based on materiality ofthe Company and not Parent .

5 .18

	

Purchaser's Financials .

(a) As promptly as practicable following the date hereof, Purchaser shall deliver to
Parent, (i) the consolidated audited statements of earnings, cash flows and owners' equity of Purchaser
and its subsidiaries for the year ended December 31, 2005, (ii) the consolidated audited balance sheet of
Purchaser and its subsidiaries as of December 31, 2005 and (iii) an audit report of
PricewaterhouseCoopers LLP or other accounting firm of international recognition that such audited
financial statements have been prepared in accordance with GAAP, consistently applied, and present
fairly, in all material respects, the financial position of Purchaser and its subsidiaries on December 31,
2005 and the results of operations for the period covered thereby.

(b) Within thirty-five (35) days of the close of each month, Purchaser shall deliver to
Parent, (i) Purchaser's monthly financial statements for the most recently completed month prepared in
good faith and in accordance with GAAP and applied on a consistent basis with the Purchaser's Financial
Statements and (ii) a statement setting forth Purchaser's EBITDA for the previous twelve (12) month
period ending with the month end covered by such monthly financial statement, such statement in the
form provided to Purchaser's lenders .

5.19

	

Covenant Not to Compete: Non-Solicitation .
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(a) Except in connection with their performance under the Transition Services
Agreement, Sellers and their Affiliates shall not, directly or indirectly, engage or participate in, acquire,
manage, operate, control or participate in the management, operation or control of, or own or possess an
interest in, either alone or jointly, any Person that engages in the business of operating a Competitive
Local Exchange Carrier, including any long haul business that originates in the areas currently serviced
by the Company on its Metropolitan Access Network (a "Competing Business") in the markets in which
the Company operates on the date hereof (the "Purchased Business Markets") for a period of eighteen
(18) months after the Closing Date ; provided, however, that Sellers and their Affiliates (other than the
Company) shall not be restricted from engaging or participating in any business or activity in which such
entity currently engages or participates . If the final judgment of a court of competentjurisdiction declares
that any term or provision of this Section 5 .19 is invalid or unenforceable, the parties agree that the court
making the determination of invalidity or unenforceability shall have the power to reduce the scope,
duration, or area of the term or provision, to delete specific words or phrases, or to replace any invalid or
unenforceable term or provision with a term or provision that is valid and enforceable and that comes
closest to the intention of the invalid or unenforceable term or provision, and this Agreement shall be
enforceable as so modified after expiration of the time within which the judgment maybe appealed.

(b) Sellers covenant and agree that they shall not (and shall assure that none of their
Affiliates), directly or indirectly, for a period from the date hereof until eighteen (18) months after the
Closing Date solicit to hire or hire, any employee of the Business employed by Purchaser or any of
Purchaser's Affiliates after the Closing Date or any employee currently employed by Purchaser or
Purchaser's Affiliates as of the date hereof or employed by Purchaser or Purchaser's Affiliates on the
Closing Date ; provided, however, that the foregoing shall not prohibit (i) a general solicitation to the
public of general advertising or (ii) a solicitation of any employee that has been terminated by Purchaser
or Purchaser's Affiliates and provided further that nothing in this Section 5.19(b) shall prohibit the Sellers
or any of Sellers' Affiliates from employing any person who contacts them on his or her own initiative
(including in response to a general solicitation) and without any direct or indirect solicitation or
encouragement or inducement by the Sellers or any of Sellers' Affiliates .

(c) Purchaser covenants and agrees that it shall not (and shall assure that none of its
Affiliates), directly or indirectly, for a period from the date hereof until eighteen (18) months after the
Closing Date solicit to hire or hire, any employee of Sellers or any of Sellers' Affiliates; provided,
however, that the foregoing shall not prohibit (i) Purchaser from hiring any of the Company Employees;
or (ii) a general solicitation to the public of general advertising ; and provided further that nothing in this
Section shall prohibit Purchaser and Purchaser's Affiliates from employing any person who contacts them
on his or her own initiative (including in response to a general solicitation) and without any direct or
indirect solicitation by Purchaser or Purchaser's Affiliates .

5.20

	

Cooperation in Transition.

(a) The parties to this Agreement agree that Parent and Purchaser will need to work
together prior to Closing to prepare for appropriate transition of operations and support provided by
Parent to the Company.

	

In furtherance thereof and until the effectiveness of the Transition Services
Agreement, Parent shall, and shall cause the Company to, reasonably cooperate with Purchaser and assist
and facilitate the analysis and preparation for the conversion of the systems data, information and
functionality from Parent's operating systems and applications to Purchaser's operating systems and
applications ('Interim Conversion Work") . In addition, Parent shall, and shall cause the Company to,
reasonably cooperate with Purchaser, and assist and facilitate Purchaser, in developing the collection and
remittance capabilities currently provided to the Company by Parent . Parent shall designate a Project
Manager(s) for the purpose of working with Purchaser to provide the necessary data, information and
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functions as reasonably requested by Purchaser to perform the Interim Conversion Work. The Project
Manager(s) shall meet weekly with a representative of Purchaser or on a mutually agreed upon schedule .

(b) Parent shall use commercially reasonable efforts to cause the vendors of the software
that are listed on Schedule 5 .20(b) , during the twenty-one (21) day period immediately following the date
hereof to agree to enter into separate software licenses with the Company on substantially the same terms
as apply to the Company currently pursuant to the licenses with such vendors now in effect with the
Parent, except to the extent Parent and Purchaser determine to enter into the Transition Services
Agreement attached as Exhibit B-2 to this Agreement. Such separate licenses will be fully paid through
the periods indicated on Schedule 5.20(b) . Purchaser will be responsible for any future payments relating
to periods after the Closing (including maintenance obligations) under such separate licenses, and Parent
will be responsible for any fees or charges associated with such vendors agreeing to enter into separate
licenses for the benefit of the Company. If Parent is able to cause each of such vendors to enter into such
a separate license on such terms as outlined above, then, if Purchaser and Parent shall agree, Parent and
Purchaser shall enter into the Transition Services Agreement attached as Exhibit B-1 to this Agreement.
If (i) Parent is unable to cause each ofsuch vendors to enter into such a separate license on such terms as
outlined above and/or (ii) Purchaser and Parent do not agree to enter into the Transition Services
Agreement attached as Exhibit B-1 to this Agreement, in either case within twenty-one (21) days
following the date hereof, or if Parent otherwise elects, then Parent and Purchaser shall enter into the
Transition Services Agreement attached as Exhibit B-2 to this Agreement .

(c) If, pursuant to Section 5 .20(b) , Parent and Purchaser agree to enter into the Transition
Services Agreement attached as Exhibit B-1 , then Purchaser shall, or shall cause the Company to,
effective at Closing, offer employment to approximately 15 of Parent's IT personnel who are listed on
Schedule 5.20(c) and who are qualified to support the Company's OSS applications . Parent shall, and
shall cause the Company to, reasonably cooperate with Purchaser in providing Purchaser information with
respect to such personnel's capabilities in order to assist Purchaser in determining which of such
personnel are suited to support the Company's OSS applications following the Closing.

5.21

	

No Additional Representations .

	

Purchaser acknowledges that (i) neither of the Sellers
nor any other Person has made any representation or warranty, expressed or implied, as to the Company
or the Business, or the accuracy or completeness of any information regarding the Company or the
Business furnished or made available to Purchaser and its representatives, except as expressly set forth in
this Agreement and (ii) Purchaser has not relied on any representation or warranty from Sellers or any
other Person in determining to enter into this Agreement, except as expressly set forth in this Agreement .

5.22

	

Long Distance Services . Parent and Purchaser shall seek agreement with the Company's
existing LD carriers to augment those carrier's services to accommodate the additional capacity and/or
services currently being provided to the Company by Parent's LD carriers by the 60th day after the date of
this Agreement . If an agreement is timely reached with the LD carriers, Parent shall provide the facilities,
equipment, manpower and services necessary to augment the Company's LD switches to accommodate
uninterrupted LD services at Closing. If Parent andPurchaser fail to reach agreement with the Company's
existing LD carriers by the 60th day after the date of this Agreement, Parent shall timely provide the
facilities, equipment, manpower and services necessary to augment the Company's LD switches to
accommodate uninterrupted LD services at Closing using Purchaser's LD carriers . In each case, Parent
shall not charge any mark-up or fee or seek reimbursement for any costs except pass-through charges
from LD carriers .
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ARTICLE 6.
CONDITIONS PRECEDENTTO OBLIGATIONS OF PURCHASER

The obligation of Purchaser to purchase the Purchased Interests as provided herein and to
consummate the other transactions contemplated hereby is, at the option of Purchaser, subject to
satisfaction of each ofthe following conditions precedent on or before the Closing Date :

6.1

	

Warranties True As of Present Date and Closing Date.

	

The representations and
warranties of Sellers contained herein shall have been accurate, true and correct in all material respects
(other than representations and warranties qualified as to materiality, which shall have been accurate, true
and correct in all respects) on and as of the date hereof, and, except to the extent that any such
representation or warranty is made solely as of the date hereof or as of another date earlier than the
Closing Date, shall also be accurate, true and correct in all material respects on and as of the Closing Date
with the same force and effect as though made by Sellers on and as ofthe Closing Date.

6.2

	

Compliance with Agreements and Covenants. Sellers shall have in all material respects
performed and complied with all of its covenants and obligations contained in this Agreement to be
performed and complied with by it on or prior to the Closing Date .

6.3

	

Competition Law Approvals . The waiting period under the HSR Act shall have expired
or been terminated .

6.4

	

Transaction Documents.

	

Parent, and any applicable Affiliate of Parent, shall have
entered into the Transaction Documents.

6.5

	

Consents . Purchaser shall have received (i) the FCC Consents and State PUC Consents
set forth on Schedule 6.5 and such FCC Consents and State PUC Consents shall have become Final
Orders and (ii) the other consents, authorizations and approvals set forth on Schedule 6.5 .

6.6

	

Iniunctions. As ofthe Closing Date, no court or other Governmental Authority shall have
issued an order which shall then be in effect restraining or prohibiting the completion of the transactions
contemplated hereby, and no suit shall have been instituted by a Governmental Authority with at least a
reasonable possibility ofsuccess seeking the same .

6.7

	

Certificate.

	

Purchaser shall have received a certificate from each of Sellers signed on
behalf ofsuch Seller by authorized officers of such Seller to the effect set forth in Sections 6.1 and 6.2 .

6.8

	

Deliveries by Sellers . Sellers shall have effected the deliveries required pursuant to
Section 8.2 , each in form and substance reasonably satisfactory to Purchaser.

6.9

	

Financing . The closing conditions set forth in the Commitment Letters shall have been
satisfied or waived and the Financing shall have been obtained .

6.10 Audited Financial Statements . Sellers shall have received the Audited Financial
Statements and delivered a copy thereofto Purchaser.
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The obligation of Sellers to sell the Purchased Interests as provided herein and to consummate the
other transactions contemplated hereby is, at the option of Sellers, subject to the satisfaction of each ofthe
following conditions precedent on or before the Closing Date :

7.1

	

Warranties True as of Present Date and Closing Date . The representations and warranties
of Purchaser contained herein shall have been accurate, true and correct in all material respects (other
than representations and warranties qualified as to materiality, which shall have been accurate, true and
correct in all respects) on and as of the date hereof, and shall also be accurate, true and correct in all
material respects on and as of the Closing Date with the same force and effect as though made by
Purchaser on and as ofthe Closing Date .

7.2

	

Compliance with Agreements and Covenants . Purchaser shall in all material respects
have performed and complied with all of its covenants and obligations contained in this Agreement to be
performed and complied with by it on or prior to the Closing Date . Notwithstanding the foregoing,
Purchaser shall have paid the Purchase Price in accordance with Section 2.2 on the Closing Date .

7.3

	

Competition Law Approvals . The waiting period under the HSR Act shall have expired
or been terminated .

7.4

	

Transfer of Retained Assets . The Retained Assets shall have been transferred to an entity
designated by Parent.

7.5

	

Transaction Documents. Purchaser shall have entered into the Transaction Documents .

7.6

	

Injunctions. As ofthe Closing Date, no court or other Governmental Authority shall have
issued an order which shall then be in effect restraining or prohibiting the completion of the transactions
contemplated hereby, and no suit shall have been instituted by a Governmental Authority with at least a
reasonable possibility of success seeking the same.

7.7

	

Certificate . Sellers shall have received a certificate from Purchaser signed on behalf of
Purchaser by an authorized officer ofPurchaser to the effect set forth in Sections 7.1 and 77-2 .

7.8

	

Deliveries by Purchaser . Purchaser shall have effected the deliveries required pursuant to
Section 8.3, each in form and substance reasonably satisfactory to Sellers .

Any party Closing the transactions contemplated by this Agreement in the absence of the
satisfaction of a closing condition set forth in Articles 6 and 7 shall not be deemed to have waived the
underlying representation or agreement related to the closing condition not satisfied .

ARTICLE 8.
CLOSING; TERMINATION

8.1

	

Closing.

	

The Closing shall take place at the offices of Perkins Coie LLC, 1120 N.W.
Couch Street, Tenth Floor, Portland, Oregon, at 12:00 noon, eastern time, on the second Business Day
after the date on which all conditions precedent set forth in Article 6 and Article 7 have been satisfied or
waived by the parties (other than those that by their terms cannot be satisfied until the time ofClosing), or
such other date as is mutually agreeable to Sellers and Purchaser (the "Closing Date") .

8.2

	

Deliveries of Sellers . At the Closing, Sellers shall deliver to Purchaser:
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(a) such instrument or instruments of sale, transfer, conveyance and assignment as
Purchaser and its counsel may reasonably request in connection with the transfer of the Purchased
Interests;

(e) a Certificate of Non-Foreign Status in accordance with Treasury Regulations Section
1 .445-2(a)(2) duly executed by Parent ;

(f) opinions of regulatory counsel dated the Closing Date regarding telecommunications
regulatory matters, in form and substance, set forth on Exhibit J hereto ; and

this Agreement.

Section 2 .2 ;

Agreement .

8 .3

	

Deliveries ofPurchaser. At the Closing, Purchaser shall deliver to Sellers :

(a) confirmations of the wire transfers of immediately available funds required by

8 .4

	

Termination . This Agreement shall terminate prior to Closing:

(b) by either Purchaser or Sellers, if a court of competent jurisdiction or other
Governmental Authority shall have issued a nonappealable final order, decree or ruling or taken any other
action, in each case having the effect of permanently restraining, enjoining or otherwise prohibiting the
transactions contemplated hereby, except if the party relying on such order, decree or ruling or other
action has not complied with its obligations under this Agreement;

(c) by either Purchaser or Sellers, if the Closing shall not have occurred by September
30, 2006, as such date may be extended from time to time to the extent the termination date in the
Commitment Letters has been extended in writing prior to September 30, 2006, such termination date to
be no later than December 31, 2006; provided. however. that the right to terminate this Agreement under
this Section 8 .4(c) shall not be available to any party whose failure to fulfill any obligation under this
Agreement has been the cause of, or resulted in the failure of, the Closing to occur on or before such date ;

(d) by Sellers, if there has been a breach of any representation, warranty or covenant or
agreement on the part of Purchaser set forth in this Agreement, which breach (i) causes the conditions set
forth in Article 7 not to be satisfied and (ii) shall not have been cured within ten (10) Business Days
following receipt by Purchaser ofwritten notice of such breach from Sellers ;
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(b) the minute book ofthe Company;

(c) the Transaction Documents, duly executed by Parent or its Affiliate ;

(d) the certificate pursuant to Section 6.7'

(g) any other items required to be delivered by Sellers under the terms and provisions of

(b) the Transaction Documents, duly executed by Purchaser

(c) the certificate pursuant to Section 7.7; and

(d) any other items to be delivered by Purchaser under the terms and provisions of this

(a) upon the mutual written agreement of Sellers and Purchaser ;
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(e) by Purchaser, if there has been a breach of any representation, warranty or covenant
or agreement on the part of Sellers set forth in this Agreement, which breach (i) causes the conditions set
forth in Article 6 not to be satisfied and (ii) shall not have been cured within ten (10) Business Days
following receipt by Sellers of written notice of such breach from Purchaser; or

(f) by Sellers, if Purchaser has delivered a notice pursuant to the third sentence of
Section 5.12 and (i) has not delivered to Sellers a proposal letter with respect to alternative financing
reasonably acceptable to Sellers within thirty (30) days of delivery of the notice provided pursuant to the
third sentence of Section 5.12, or (ii) if Purchaser delivers such a proposal letter(s) within such thirty day
period, has not delivered to Sellers commitment letters with respect to alternative financing reasonably
acceptable to Sellers within thirty (30) days of the delivery of such proposal letter(s).

If this Agreement is terminated pursuant to this Section 8.4 , all further obligations of the parties
under this Agreement shall become null and void and ofno further force or effect, except that (i) Sections
2-6, 5-4, 8.4 . 11.1, 11 .7, and 11-13 will survive, and (ii) if this Agreement is terminated by a party because
of the breach of the Agreement by the other party or because one or more of the conditions to the
terminating party's obligations under this Agreement is not satisfied as a result of the other party's failure
to comply with its obligations under this Agreement, the terminating party's right to pursue all legal
remedies shall survive such termination unimpaired .

Notwithstanding the foregoing, if this Agreement is terminated pursuant to Section 8 .4(c), 8A(d)
or 8.4(1) based on the failure of the closing condition set forth in Section 6.9 (Financing) to occur,
Purchaser shall pay Parent as a termination fee, in addition to the deposit referred to in Section 2.6, $3.5
million, such payment to be made to Parent on the later of (i) twenty (20) Business Days after termination
and (ii) December 31, 2006 . For avoidance of doubt, the retention of the deposit and the amounts set
forth in this paragraph, as well as the rights granted to Parent in the Letter Agreement and the rights
granted to Parent as provided herein, shall be the exclusive remedy against Purchaser based on a failure to
obtain financing .

8 .5

	

Further Assurances . Each party agrees that it shall, from time to time after the date of
this Agreement, execute and deliver such other documents and instruments and take such other actions as
may be reasonably requested by any other party to carry out the transactions contemplated by this
Agreement .

9 .1 Survival .

ARTICLE9.
SURVIVAL AND INDEMNIFICATION

(a) The representations, warranties, covenants and agreements contained in this
Agreement shall survive the consummation of the transactions contemplated hereby solely for purposes of
this Article 9 as follows: (i) the representations and warranties contained in this Agreement (other than the
representations and warranties contained in Sections 3.1 . 3.2, 3.3, 3.9, 3.11 and 4J1 shall survive for
eighteen (18) months following the Closing; (ii) any representations and warranties contained in Sections
3 .1, 3.2, 3 .3 and4.1 shall survive indefinitely ; (iii) any representations and warranties contained in
Sections 3.9 and 3.11 shall survive the Closing for the duration ofthe applicable statute of limitations plus
sixty (60) days ; (iv) any covenants contained in this Agreement shall survive the Closing in accordance
with their respective terms ; and (v) all other provisions of this Agreement shall survive indefinitely.

(b) Any right to indemnification or other recovery under this Article 9 shall only apply to
Damages (as defined below) with respect to which the Indemnified Party shall have notified the
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Indemnifying Party within the applicable time period set forth in this Section 9.1 .

	

If any claim for
indemnification or other recovery is timely asserted under this Article 9, the Indemnified Party shall have
the right to bring an action, suit or proceeding with respect to such claim within one year after first giving
the Indemnifying Party notice thereof, but maynot bring any such action, suit or proceeding thereafter .

9.2

	

Indemnification bLParent.

(a) Subject to the limitations set forth in this Article 9, from and after the Closing, Parent
agrees to indemnify Purchaser, its Affiliates (in their capacity as such and not as lendors) and any of its
respective agents, employees, officers and directors (each, a "Purchaser Indemnified Party" and
collectively, the "Purchaser Indemnified Parties"), against, and agrees to hold Purchaser Indemnified
Parties harmless from, any and all losses, costs, damages, penalties, fines, liabilities and expenses
(including reasonable legal fees and expenses and costs, fees and expenses incurred in pursuing
indemnification under this Agreement) (collectively, "Damages") incurred or sustained by any Purchaser
Indemnified Party to the extent arising out of.

(i)

	

any breach of any representation or warranty by Sellers contained in this
Agreement or in the certificate set forth in Section 6.7 ; and

(ii)

	

a breach by Sellers of any covenants or other agreements contained
herein that are to be performed following the Closing Date.

Following the Closing, solely for purposes of determining whether a representation or warranty
that is qualified by reference to matters "that would not, individually or in the aggregate, have a Material
Adverse Effect" or language of similar import has been breached for purposes of Section 9.2(a)(i) only,
such Material Adverse Effect qualifier shall be disregarded and in lieu thereof such representation or
warranty shall be deemed to be qualified by reference to matters "that would not, individually or in the
aggregate, give rise to Damages of $1,000,000 or more"; provided, however, that the parties acknowledge
and agree that such $1,000,000 Damage threshold shall not be applied for purposes of determining
whethera Material Adverse Effect exists or has occurred .

(b) The aggregate indemnification obligation for Damages under Section 9.2(a)(i) (other
than in respect of Damages arising out of breaches of the representations and warranties contained in
Sections 3 .1 . 3.2 . 3.3 and 3 .9) shall not exceed $30,000,000.00.

9.3

	

Indemnification by Purchaser. From and after the Closing, Purchaser agrees to indemnify
Sellers, their Affiliates and any of their respective agents, employees, officers, managers, and directors
(each, a"Seller Indemnified Party" and collectively, the "Seller Indemnified Parties") against, and agrees
to hold Seller Indemnified Parties harmless from, any and all Damages incurred or sustained by any Seller
Indemnified Party to the extent arising out of any ofthe following :

(a) any breach of any representation or warranty by Purchaser contained in this
Agreement or in the certificate set forth in Section 7.7 ; and

(b) a breach by Purchaser of any covenant or other agreement contained herein that is to
be performed following the Closing Date .

9.4

	

Basket for Claims .

(a) No claim for Damages arising out of any breach (except for Damages from a breach
of a representation and warranty contained in Sections 3.1 . 3.2 . 3.3 and 3.9) shall be made under Section
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9.2 a i unless the aggregate amount of Damages for which claims are made under Section 9.2(a)(i)
exceeds $5,000,000.00 (the "Parent's Basket "), in which case, Purchaser Indemnified Parties shall be
entitled to seek compensation only for Damages in excess of such amount, subject to Section 9.2(b).
There shall be no Parent's Basket for breaches of Sections 3.1 .

	

.2. 3 .3 . and 3 .9 .

(b) Notwithstanding anything contained in this Agreement to the contrary, Parent shall
have no obligation to provide indemnification pursuant to Sections 9.2(a)(i) (other than in respect of
Damages arising out of breaches of the representations and warranties contained in Sections 3.1 . 3 .2 . 3.3
and 3.9) (and no amount shall be deducted from the Parent's Basket) with respect to any individual claim
for indemnification by the Purchaser Indemnified Parties except to the extent that the amount of
indemnification to which the Purchaser Indemnified Parties shall have become entitled to under Section
99-2 with respect to such individual claim for indemnification shall exceed $100,000 . All such individual
claims in amounts that exceed $100,000 shall be applied against the Parent's Basket, and if and when
such Parent's Basket is exceeded, Parent shall be obligated, subject to the other provisions of this Article
9 (including, without limitation, Section 9 .4(a)) , to provide indemnification with respect to such
individual claim.

9.5

	

Net Losses : Subroyation: Miti ag {ion .

(a) Notwithstanding anything contained herein to the contrary, the amount of any
Damages incurred or suffered by an Indemnified Party shall be calculated after giving effect to (i) any
insurance proceeds actually received by the Indemnified Party (or any of its Affiliates) with respect to
such Damages, (ii) any Tax Advantage realized by the Indemnified Party (or any of its Affiliates) arising
from the facts or circumstances giving rise to such Damages, and (iii) any recoveries actually received by
the Indemnified Party (or any of its Affiliates) from any other third party. Each Indemnified Party shall
exercise commercially reasonable efforts to obtain such proceeds, benefits and recoveries . If any such
proceeds, benefits or recoveries are received by an Indemnified Party (or any of its Affiliates) with
respect to any Damages after an Indemnifying Party has made a payment to the Indemnified Party with
respect thereto, the Indemmifed Party (or such Affiliate) shall pay to the Indemnifying Party the amount
of such proceeds, benefits or recoveries (up to the amount ofthe Indemnifying Party's payment) .

(b) Upon making any payment to an Indemnified Party in respect of any Damages, and
the Indemnified Party's payment in full of Damages, the Indemnifying Party shall, to the extent of such
payment by the Indemnifying Party, be subrogated to all rights of the Indemnified Party (and its
Affiliates) against any third party in respect of the Damages to which such payment relates.

	

Such
Indemnified Party (and its Affiliates) and Indemnifying Party shall execute upon request all instruments
reasonably necessary to evidence or further perfect such subrogation rights .

(c) Purchaser and Sellers shall use commercially reasonable efforts to mitigate any
Damages, including by asserting claims against a third party ; provided, that no party shall be required to
use such efforts if they reasonably believe such actions would be detrimental in any material respect to
such party. For avoidance of doubt, any costs or expenses involved in undertaking mitigation shall be
included in Damages.

(d) To the extent that any breach of any representation or warranty contained in this
Agreement or any breach of any other provision ofthis Agreement that arises after the Closing is capable
of remedy, the Indemnified Party shall afford the Indemnifying Party a reasonable opportunity to remedy
the matter complained of.

9.6

	

Claims . As promptly as is reasonably practicable after becoming aware of a claim for
indemnification under this Agreement that does not involve a Third Party Claim (as defined in Section
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9-7), the Indemnified Party shall give notice to the Indemnifying Party of such claim, which notice shall,
to the extent such information is reasonably available, specify in reasonable detail the facts alleged to
constitute the basis for such claim, the representations, warranties, covenants and obligations alleged to
have been breached and the amount that the Indemnified Party seeks hereunder, if known, from the
Indemnifying Party, together with such information, to the extent such information is reasonably
available, as may be reasonably necessary to assist the Indemnifying Party in determining that the
limitations in Section 9.4 have been satisfied or do not apply. No failure to provide notice under this
Section 9.6 or under Section 9.7 in the time frames specified shall adversely affect an Indemnified Party's
rights to indemnification except to the extent the Indemnifying Party is actually prejudiced or harmed by
such failure.

9.7

	

Notice ofThird Party Claims : Assumption of Defense. The Indemnified Party shall give
notice as promptly as is reasonably practicable, but in any event no later than fifteen (15) Business Days
after receiving notice thereof, to the Indemnifying Party of the assertion of any claim, or the
commencement of any suit, action or proceeding, by any Person not a party hereto in respect of which
indemnity may be sought under this Agreement (a "Third Party Claim") (which notice shall, to the extent
such information is reasonably available, specify in reasonable detail the facts alleged to constitute the
basis for such claim, the representations, warranties, covenants and obligations alleged to have been
breached and the amount of such claim together with such information as may be necessary for the
Indemnifying Party to determine that the limitations in Section 9.4 have been satisfied or do not apply) .
The Indemnifying Party shall have the right to defend the Indemnified Party against any such claim with
counsel of its choice reasonably satisfactory to the Indemnified Party so long as the Indemnifying Party
notifies the Indemnified Party in writing within fifteen (15) days after the Indemnified Party has given
notice ofthe claim that the Indemnifying Party shall assume the defense of such claim. Notwithstanding
the foregoing, the Indemnifying Party shall not be entitled to assume the defense of any such claim if the
claim seeks an order, injunction or other equitable relief or relief for other than money damages against
the Indemnified Party that the Indemnified Party reasonably determines, after conferring with its outside
counsel and the Indemnifying Party's outside counsel, cannot be separated from any related claim for
money damages. If such equitable relief or other relief portion of such claim can be so separated from
that portion for money damages, the Indemnifying Party shall be entitled to assume the defense of the
portion relating to money damages.

If the Indemnifying Party assumes such defense, the Indemnified Party shall have the right (but
not the duty) to participate in the defense thereof and to employ counsel, at its own expense, separate
from the counsel employed by the Indemnifying Party. To the extent the Indemnified Party is entitled to
indemnification hereunder with respect to such claim, if and to the extent the Indemnifying Party does not
assume the defense of any such claim, suit, action or proceeding, the Indemnifying Party shall nonetheless
be responsible for the payment when due of all reasonable costs and expenses incurred in defense of the
claim, suit, action or proceeding . Whether or not the Indemnifying Party chooses to defend or prosecute
any such claim, suit, action or proceeding, all of the parties hereto shall cooperate in the defense or
prosecution thereof.

9.8

	

Settlement or Compromise. Any settlement or compromise made or caused to be made
by the Indemnified Party or the Indemnifying Party, as the case may be, of any such claim, suit, action or
proceeding of the kind referred to in Section 9.7 shall also be binding upon the Indemnifying Party or the
Indemnified Party, as the case may be, in the same manner as if a final judgment or decree had been
entered by a court of competent jurisdiction in the amount of such settlement or compromise; provided,
that (i) no obligation or restriction shall be imposed on the Indemnified Party as a result of such
settlement or compromise without its prior written consent and no Damage shall be imposed on the
Indemnified Party as a result of such settlement or compromise without its prior written consent, which
consent shall not be unreasonably withheld, and (ii) the Indemnified Party will not compromise or settle
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any claim, suit, action or proceeding without the prior written consent of the Indemnifying Party, which
consent shall not be unreasonably withheld or delayed.

9.9 Limitations on Liability.

	

Notwithstanding any provision herein, neither of Sellers nor
Purchaser shall in any event be liable to the other parties hereto, Purchaser Indemnified Parties or Seller
Indemnified Parties, as applicable, on account of any breach of this Agreement or any of the other
Transaction Documents for any indirect, consequential, special, incidental or punitive damages. Each of
Sellers and Purchaser acknowledge and agree that for purposes of this Article 9, any damages actually
paid by or on behalf of them to a third party in respect of a Third Party Claim shall be considered direct
damages rather than indirect, consequential, special, incidental or punitive damages.

9.10

	

Exclusive Remedy. Following the Closing, the indemnification provisions set forth in
this Article 9 and Article 10 shall provide the exclusive remedy for breach of any covenant, agreement,
representation or warranty set forth in this Agreement, except that the indemnification provisions set forth
in this Article 9 and Article 10 do not limit (i) either parties right to seek equitable relief in a court of
competentjurisdiction to prevent or remedy a breach of the other party's obligations hereunder, including
the obligations set forth in Section 5.4 , (ii) any party's remedies for breaches of the non-competition and
non-solicitation provisions contained in Section 5.19, or (iii) any party's remedies with respect to fraud by
the other party.

9.11

	

Purchase Price Adiustments. Any amounts payable under Section 9.2 or Section 9.3 shall
be treated by Purchaser and Sellers as an adjustment to the Purchase Price.

ARTICLE 10 .
TAX MATTERS

10.1

	

Filine Tax Returns; Payment ofTaxes.

(a) Sellers shall cause to be prepared and filed in a timely manner all Tax Returns for
Income Taxes with respect to the income, assets, properties or operations of the Company for all periods
ending on or before the Closing Date ("Pre-Closing Tax Periods"), including for those jurisdictions and
Governmental Authorities that permit or require a short period Tax Return for Income Taxes, for the
period ending on the Closing Date . All such Tax Returns shall be prepared and filed in a manner
consistent with past practice of the Company, except as required by applicable Law. Without undue
disruption to the operations of the Company, Purchaser shall cause the Company to cooperate fully and
promptly in connection with Sellers' preparation and filing of such returns. Thebooks and records of the
Company will be maintained, and the Tax Returns of the Company will be filed, so as to accurately
reflect the operations of the Company through the end of the Closing Date .

(b) Purchaser shall cause to be prepared and filed in a timely manner all other Tax
Returns required to be filed by the Company for periods ending on or before the Closing Date and for
Straddle Periods, after giving Sellers the opportunity to review and approve (not to be unreasonably
withheld) any Tax Return relating to a Tax Period including any pre-Closing item ; provided, however,
that Sellers shall be responsible for any Taxes shown on such Tax Returns that are attributable to the Pre-
Closing Tax Period or that portion of a Straddle Period relating to the period ending on the Closing Date
except to the extent such Taxes have been reserved for as a liability on the Closing Balance Sheet and
resulted in a reduction to the Purchase Price under Section 2 .3 hereof.

(c) None of Purchaser or any of its Affiliates shall (or after the Closing, shall cause or
permit the Company to) amend, refile or otherwise modify (or grant an extension of any statute of
limitations with respect to) any Tax Return relating in whole or in part to the Company (i) with respect to
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any Pre-Closing Tax Period, or (ii) with respect to any Straddle Periods without the prior written consent
of Sellers, which consent shall not be unreasonably withheld . If any position on any Tax Return filed
after the Closing Date with respect to the Company for Tax Periods beginning on or after the Closing
Date could reasonably be expected to affect the Tax liability of Sellers, Purchaser shall notify Sellers and
shall take such position on such Tax Return only with the approval of Sellers, which shall not be
unreasonably withheld .

(d) For purposes of this Agreement, Taxes for periods that include, but do not end on the
Closing Date shall be apportioned as follows: (i) Taxes that are based on or measured by income or gross
receipts or imposed in connection with any sale, transfer or assignment or any deemed sale, transfer or
assignment of property, shall be determined based on an interim closing of the books as of the close of
business on the Closing Date, (ii) Taxes (other than those described in clause (i)), shall be deemed equal
to the amount ofTaxes for the entire taxable period multiplied by a fraction, the numerator of which is the
number of days in the portion of the taxable period ending on the Closing Date, and the denominator of
which is the total number of days in the entire Taxable Period .

10.2

	

Cooperation on Tax Matters.

(a) Subject to the provisions of Section 10.5 , Purchaser, the Company and Sellers shall
cooperate fully, as and to the extent reasonably requested by the other party, in connection with the filing
of Tax Returns pursuant to this Article 10 . Such cooperation shall include the retention and (upon the
other party's request) the provision of records and information which are reasonably relevant to any such
audit, litigation or other proceeding and making employees available on a mutually convenient basis to
provide additional information and explanation of any material provided hereunder . Personnel of the
Company shall be available to execute Tax statute of limitation waivers and amended Tax Returns at
Sellers' request for the Tax Returns for the Tax Period prior to the Closing Date. Purchaser and Sellers
shall (i) retain all books and records with respect to Tax matters pertinent to the Company relating to any
Taxable Period beginning before the Closing Date until the expiration of the applicable statute of
limitations (and, to the extent notified by Purchaser or Sellers, any extensions thereof) of the respective
Taxable Periods, and to abide by all record retention agreements entered into with any taxing authority
and (ii) give the other party reasonable written notice prior to transferring, destroying or discarding any
such books and records and, if the other party so requests, Purchaser or Sellers, as the case may be, shall
allow the other party to take possession of such books and records.

(b) Purchaser and Sellers, upon reasonable request by the other party, shall use all
commercially reasonable efforts to obtain any certificate or other document from any Governmental
Authority or any other Person as may be necessary to mitigate, reduce or eliminate any Tax that could be
imposed (including with respect to the transactions contemplated hereby).

10 .3 Tax Indemnification . Without duplication, Parent agrees to indemnify Purchaser
Indemnified Parties against and agrees to hold Purchaser Indemnified Parties harmless from any and all
Taxes imposed on the Company in respect of its income, business, property or operations, or for which
the Company may otherwise be liable, for any Pre-Closing Tax Period and that portion of a Straddle
Period relating to the period ending on the Closing Date, except to the extent such Taxes have been
reserved for as a liability on the Closing Balance Sheet and resulted in a reduction to the Purchase Price
under Section 2.3 hereof. Notwithstanding any provision to the contrary herein, Parent's obligation to
indemnify Purchaser Indemnified Parties under this Section 10.3 shall not be subject to the limitations on
indemnification under Section 9.4.

10.4 Refunds.
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(a) Any required amended Tax Return relating to a Pre-Closing Tax Period or that
portion of a Straddle Period relating to the period ending on the Closing Date and any refund claims
relating to a Pre-Closing Tax Period or that portion of a Straddle Period relating to the period ending on
the Closing Date shall be prepared by Sellers.

(b) Any refunds or credits of Taxes of the Company for any Pre-Closing Tax Period or
that portion of a Straddle Period relating to the period ending on the Closing Date shall be for the benefit
of Sellers (except to the extent such refunds have been accrued as an asset on the Closing Balance Sheet
and resulted in an increase to the Purchase Price under Section 2.3 hereof) and any refunds or credits of
the Company for that portion of a Straddle Period beginning on the day after the Closing Date shall be for
the benefit of Purchaser .

(c) Purchaser shall promptly pay over (or cause the Company to pay over) to Sellers all
refunds received by Purchaser or its Affiliates to which Sellers are entitled under this Section 10.4
(including interest with respect thereto), and Sellers shall promptly pay or cause to be paid over to
Purchaser (or the Company) all refunds to which Purchaser (or the Company) is entitled under this
Section 10.4 (including interest with respect thereto) .

10.5

	

Audits and Contests with Respect to Taxes.

(a) So long as Taxable Periods of the Company ending on or before, or including, the
Closing Date remain open for an assessment ofTax, Purchaser and Sellers shall notify the other in writing
within fifteen (15) Business Days after receipt by Purchaser or Sellers ofwritten or oral notice of:

(i)

	

any pending or threatened audit or assessment with respect to Taxes of
the Company relating to any Pre-Closing Tax Period or Straddle Period, and

(ii)

	

any pending or threatened audit or assessment with respect to Taxes of
Purchaser that may affect the Tax liabilities of the Company for any Pre-Closing Tax Period or Straddle
Period .

(b) Within fifteen (15) Business Days after Sellers' receipt o£ a notice respecting an item
or items for which it is responsible pursuant to Section 9.2 , Sellers may elect, so long as Parent has an
obligation to indemnify Purchaser Indemnified Parties hereunder with respect to such audit, by written
notice to Purchaser, to contest the audit or assessment in the name of the Company. If Sellers so elect,
Sellers, at their expense, shall be responsible for the defense of the item or items at issue; provided,
however, that Purchaser shall have the right (but not the duty) to participate in the defense thereofand to
employ counsel, at its own expense, separate from the counsel employed by Sellers, and agrees to
cooperate, and will cause the Company to cooperate, in the contest of such audit or assessment by making
relevant documents and employees available to Sellers, and to execute such documents (including powers
of attorney) as may be reasonably necessary to allow Sellers to conduct the defense. If Sellers elect to
conduct a defense, then all decisions with respect to the negotiation, settlement, or litigation of the item or
items at issue shall be made by Sellers and shall be binding upon Purchaser, except that Sellers shall not
agree to any adjustment, or making any Tax election, that will or may create an increase in Taxes for the
Company or Purchaser in respect of any period ending after the Closing Date without the prior written
consent of Purchaser, which consent shall not be unreasonably withheld and, subject to Section 9.10
hereof and so long as Sellers are obligated to indemnify Purchaser Indemnified Parties hereunder with
respect to such audit, shall promptly indemnify Purchaser for, and hold Purchaser harmless against, any
such increase and no payment shall be made under this Section 10.5 to the extent that the related Tax
Benefits or Tax Detriments have been accrued on the Closing Balance Sheet and resulted in an adjustment
to the Purchase Price under Section 2.3 hereof.
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10.6

	

Audit Adjustments.

(a) If as a result ofthe examination of the federal, state, or local income or franchise Tax
Returns of the Company, or any group of corporations that includes the Company for a taxable year
ending on or before, or including, the Closing Date, there shall be made after the Closing Date any
adjustment that increases deductions, losses, or credits against Taxes or that decreases income, gain or
recapture ofcredits against Taxes ("Tax Benefits") or that increases income, gain, or recapture of credits
against Taxes or decreases deductions, losses or credits against Taxes ("Tax Detriments") for any taxable
year and that will permit Sellers or the Company (or any entity that is included in a Tax Return that
includes Purchaser or the Company) to increase the Tax Benefits or decrease the Tax Detriments to which
they would otherwise have been entitled for any taxable year beginning on or after the Closing Date,
Sellers will notify Purchaser of such adjustment and provide Purchaser with such information as may be
necessary for Purchaser to take account of such increases or decreases through the filing of a claim of
refund or otherwise . Purchaser shall take any reasonable actions necessary to secure the benefit of such
increases or decreases . In any taxable year in which the net effect of such adjustments is a Tax Benefit to
the Company, Purchaser shall indemnify Sellers for such benefit (plus any interest actually received by
Purchaser from the relevant Tax authority, less Purcbaser's reasonable net expenses incurred in securing
such benefit) within thirty (30) Business Days after the Tax Return reflecting those net Tax Benefits is
filed; if the net effect is a Tax Detriment to the Company, Sellers shall indemnify Purchaser for such
detriment (plus any reasonable expenses of Purchaser incurred in attempting to mitigate such detriment)
to the extent that such detriment is not indemnified pursuant to this Section 10.6 , within thirty (30)
Business Days after the Tax Return reflecting those net Tax Detriments is filed . If, after Purchaser or
Sellers have made a payment to the other in respect of a Tax Benefit or Tax Detriment, there is a
subsequent adjustment in the amount of such Tax Benefit or Tax Detriment as a result of an examination
by federal, state, or local Tax authorities, Purchaser or Sellers, as the case may be, shall make an
appropriate payment for the amount of such adjustment in such Tax Benefit or Tax Detriment, promptly
after the Tax Return reflecting such adjustment is filed . Each party agrees to use commercially
reasonable efforts to defend against any such adjustment that is a decrease in Tax Benefits or an increase
in Tax Detriments . Notwithstanding any other provision contained herein, this Section 10.6 shall be
subject to the limitations set forth in Section 9.10 and shall apply only so long as Sellers and Purchaser
are obligated hereunder to indemnify Purchaser Indemnified Parties or Seller Indemnified Parties,
respectively, with respect to such audit and no payment shall be made under this Section 10.6 to the
extent that the related Tax Benefits or Tax Detriments have been accrued on the Closing Balance Sheet
and resulted in an adjustment to the Purchase Price under Section 2.3 hereof.

(b) In calculating any amount to be indemnified pursuant to this Section 10.6 , each party
shall be deemed to be subject to Tax at the combined effective Tax rate for the Taxable Period in
question, taking into account the appropriate state apportionment factors of the Company for the Taxable
Period in question . Any payment pursuant to this Section 10.6 shall constitute an adjustment to the
Purchase Price under this Agreement .

10.7

	

Tax Withholdin¢.

	

Sellers and Purchaser agree that for the purposes of FICA Tax
withholding and any comparable state or local Tax withholding (to the extent permitted under applicable
state and local Laws), Purchaser shall treat all wages paid by the Company in 2005 to each current
Company Employee, if any, who becomes employed by Purchaser immediately after the Closing as paid
by Purchaser pursuant to Section 3121 ofthe Code and any comparable provisions of applicable state and
local Laws, and Sellers agree to provide Purchaser with all related documentation, including, without
limitation, a completed W-0 form for each such Company Employee . Sellers and Purchaser agree to
follow the "Alternate Procedure for Predecessors and Successors" as set forth in IRS Revenue Procedure
2004-53. Sellers and Purchaser agree, in accordance with such procedure, to each file with the Internal
Revenue Service a Schedule D (Form 941) with the Form 941 for the first quarter of 2006 . Sellers agree
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to provide Purchaser with all information necessary for Purchaser to assume the Company's 2006 W-2
obligations with respect to each current Company Employee, if any, who becomes employed by
Purchaser immediately after the Closing .

10.8

	

Tax Sharing Aereements . All tax sharing agreements or similar arrangements with
respect to or involving the Company shall be terminated as of the Closing Date and, after the Closing
Date, the Company shall not be bound thereby or have any liability thereunder .

ARTICLE 11 .
MISCELLANEOUS

11 .1

	

Expenses . Except as provided below or as otherwise provided in this Agreement, each
party hereto shall bear its own expenses with respect to this transaction. Purchaser and Parent shall each
pay one-half of any HSR Act or similar filing or reporting fee, and any fees in connection with obtaining
State PUC Consents or FCC Consents. All fees (including notarial fees) or transfer, conveyance, sales,
use or similar Taxes on or with respect to the sale and transfer of the Purchased Interests (including any
Taxes with respect to the transfer or deemed transfer of the assets of the Company) shall be paid by the
party legally obligated to pay (but not withhold) such amounts. Parent shall pay any transfer,
conveyance, sales, use or similar Taxes with respect to the transfer of the Retained Assets prior to the
Closing.

11 .2

	

Amendment. This Agreement may be amended, modified or supplemented only in
writing signed by each ofthe parties hereto .

11 .3

	

Notices . Any written notice to be given hereunder shall be given in writing and shall be
deemed given: (a) when received if given in person, (b) on the date of transmission if sent by facsimile,
e-mail or other wire transmission (receipt confirmed), (c) three days after being deposited in the U.S .
mail, certified or registered mail, postage prepaid, and (d) if sent by an internationally recognized
overnight delivery service, the second day following the date given to such overnight delivery service
(specified for overnight delivery) . All notices shall be addressed as follows:

If to either Seller to :

Citizens Communications Company
3 High Ridge Park
Stamford, Connecticut 06905
Attention :

	

Daniel McCarthy
Title :

	

Executive Vice President, Chief Operating Officer
Telephone : (203)-614-5080
Fax: (203)-614-4661

with a copy to :

Citizens Communications Company
3 High Ridge Park
Stamford, Connecticut 06905
Attention :

	

Hilary E. Glassman, Esq.
Title:

	

Senior Vice President, General Counsel and Secretary
Telephone:

	

(203) 614-5059
Fax:

	

(203) 614-4651
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and

Finn Dixon & Herling LLP
One Landmark Square, 14°' Floor
Stamford, Connecticut 06901
Attention:

	

Michael J. Herling, Esq.
Telephone :

	

(203) 325-5015
Fax:

	

(203) 348-5777

If to Purchaser, addressed as follows:

Integra Telecom Holdings, Inc.
1201 NE Lloyd Blvd ., Suite 500
Portland, Oregon 97232

Attention : Deborah Harwood, Vice President and General Counsel
Telephone:(503)453-8000
Facsimile : (503)-453-8221

with a copy to :

Perkins Coie LLC
1120 NW Couch Street, Tenth Floor
Portland, Oregon 97209

Attention : Allan Abravanel
Telephone: (503)-727-2000
Facsimile : (503)-727-2222

11 .4

	

Waivers. Subject to the limitations contained in this Agreement (including, without
limitation, those set forth in Section 9.11 , the failure of a party to require performance of any provision
hereof shall not affect its right at a later time to enforce the same . No waiver by a party of any term,
covenant, representation or warranty contained herein shall be effective unless in writing . No such
waiver in any one instance shall be deemed a further or continuing waiver of any such term, covenant,
representation or warranty in any other instance .

11 .5

	

Counterparts . This Agreement may be executed in counterparts, each of which shall be
deemed an original, but all of which together shall constitute one and the same instrument .

11 .6

	

Headings . The headings preceding the text of Articles and Sections of this Agreement
and the Schedules and Exhibits thereto are for convenience only and shall not be deemed part of this
Agreement .

11 .7

	

Applicable Law. This Agreement shall be governed by and construed and enforced in
accordance with the internal Laws, and not the laws of conflicts, of the State of Delaware .

	

THE
PARTIES EACH HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE ANY
RIGHT THEY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION OR
CAUSE OF ACTION BASED ON, OR ARISING OUT OF, UNDER OR IN CONJUNCTION IN ANY
MANNER WITH TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.
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11 .8

	

Assignment. This Agreement shall be binding upon and inure to the benefit of the parties
and their respective successors and assigns ; provided, that no assignment of either party's rights or
obligations may be made without the written consent of the other party and any such assignment shall
provide that the assigning party will continue to be bound by all obligations hereunder as if such
assignment had not occurred and perform such obligations to the extent that its assignee fails to do so.
Notwithstanding the foregoing, this Agreement maybe assigned by a party (the "Assigning Party") after
Closing without the consent of the other party (the "Non-assigning Party") to an Affiliate of the
Assigning Party, provided that advance notice of the assignment is given to the Non-assigning Party, such
Affiliate enters into a written agreement with the Non-assigning Party to be bound by the provisions of
this Agreement in all respects and to the same extent as the Assigning Party is bound and that the
Assigning Party will continue to be bound by all obligations hereunder as if such assignment had not
occurred and perform such obligations to the extent that such Affiliate fails to do so .

11 .9

	

No Third Party Beneficiaries . This Agreement is solely for the benefit of the parties
hereto ; provided that in addition to Sellers and Purchaser, Seller Indemnified Parties and Purchaser
Indemnified Parties, as the case may be, shall also enjoy the benefits of indemnities made herein which
are expressly stated to be in their favor; provided, however, that no Person other than the parties hereto
shall have, the right to enforce the provisions of Section 5 .5 . In this regard, the parties agree that such
Persons shall have the right to enforce those provisions directly against the applicable Indemnifying
Party.

11 .10 Schedules . Neither the specification of any dollar amount in any representation or
warranty contained in this Agreement nor the inclusion of any specific item in any Schedule hereto is
intended to imply that such amount, or higher or lower amounts, or the item so included or other items,
are or are not material, and no party shall use the fact of the setting forth of any such amount or the
inclusion ofany such item in any dispute or controversy between the parties as to whether any obligation,
item or matter not described herein or included in any Schedule is or is not material for purposes of this
Agreement . Unless this Agreement specifically provides otherwise, neither the specification of any item
or matter in any representation or warranty contained in this Agreement nor the inclusion of any specific
item in any Schedule hereto is intended to imply that such item or matter, or other items or matters, are or
are not in the ordinary course of business, and no party shall use the fact of the setting forth or the
inclusion of any such item or matter in any dispute or controversy between the parties as to whether any
obligation, item or matter not described herein or included in any Schedule is or is not in the ordinary
course ofbusiness for purposes of this Agreement .

11 .11

	

Incorporation. The respective Schedules, Exhibits and Appendices attached hereto and
referred to herein are incorporated into and form a part of this Agreement .

11 .12

	

Complete Agreement . The Transaction Documents and the Confidentiality Agreement
constitute the complete agreement of the parties with respect to the subject matter hereof and supersede
all prior discussions, negotiations and understandings .

11 .13

	

Public Announcements . Sellers and Purchaser each agree that they and their Affiliates
shall not issue any press release or otherwise make any public statement or respond to any media inquiry
with respect to this Agreement or the transactions contemplated hereby without the prior approval of the
other parties, which shall not be unreasonably withheld or delayed, except as may be required by Law or
by any stock exchanges having jurisdiction over Sellers, Purchaser or their respective Affiliates .

11 .14

	

Severabilitv . In the event that any provision of this Agreement, or the application thereof
becomes or is declared by a court of competent jurisdiction to be illegal, void or unenforceable, the
remainder of this Agreement will continue in full force and effect and the application of such provision to
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other Persons or circumstances will be interpreted so as reasonably to effect the intent of the parties
thereto. The parties further agree to replace such void or unenforceable provision ofthis Agreement with
a valid and enforceable provision that will achieve, to the extent possible, the economic, business and
other purposes of such void or unenforceable provision.
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`.06/2006 18 :23 203-614-5095

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed and
delivered on the date first set forth above.

SELLERS:

CITIZENS COW

CITIZENS COMMUNICATIONS COMPANY

By:

	

i

	

&lfSI 1
Name: Jerry Elliott
Title: President

CU CAPITALLLC
By Citizens Communications Company, its sole member

By:

	

07T-
Name: Jerry Elliott
Title: President

1NTEGPA TELECOM HOLDINGS, INC.

By:
Name: Dudley R. Slater
Title: Chief Executive Officer

(Signature Pagefor Membership interestPurchase Agreement)
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed and
delivered on the date first set forth above.

SELLERS:

CITIZENS COMMUNICATIONS COMPANY

By:
Name: Jerry Elliott
Title: President

CU CAPITAL LLC
By Citizens Communications Company, its sole member

By:
Name : Jerry Elliott
Title: President

INTEGRA TELECOM HOLDINGS, INC.

By:
z424yek-

Name: Dudley R. Sla er
Title : ChiefExecutive Officer

(Signature PageforMembership Interest Purchase Agreement]



EXHIBITD

Pre- and Post-Transaction Corporate Organizational Chart
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VERIFICATIONS



VERIFICATION

STATE OF CONNECTICUT

	

)

COUNTY OF FAIRFEILD

	

)
ss:

1, Daniel J . McCarthy, being first duly sworn, state that I am President and Chief

Operating Officer of Electric Lightwave, LLC; that I am authorized to make this Verification on

behalf of Electric Lightwave, LLC; that the foregoing Application was prepared under my

direction and supervision ; and that the contents in the foregoing Application are true and correct

to the best of my knowledge, information, and belief.

Sworn and subscribed before me this A-~ day of March, 2006 .

My commission expires

	

)v 131 0(~q

Daniel J . N~cCarthy
President and Chief Ope
Electric Lightwave, LLC

~.1 n. 6&6ZlitX-
Notary Public

Missouri



VERIFICATION

STATE OF OREGON

	

§

COUNTY OF MULTNOMAH

	

§

I, Dudley R. Slater, being first duly sworn, state that I am Chief Executive Officer for

Integra Telecom Holdings, Inc . ; that I am authorized to make this Verification on behalf of

Integra Telecom Holdings, Inc . ; that the foregoing Application was prepared under my direction

and supervision ; and that the statements in the foregoing Application are true and correct to the

best of my knowledge, information, and belief.

SWORN TO AND SUBSCRIBED before me on the o?i day ofMarch, 2006 .

OFFICIAL SEAL
11W 0ENMEIIUISTUTZ
NOTARY PLUM-0AEQON

it MWAS NO.
my COMMISSION EMSAUG . 28,2009

My commission expires

Name: Dudley R. Slater
Title :

	

Chief Executive Officer
Integra Telecom Holdings, Inc .

Missouri


