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FORWARD-LOOKING STATEMENTS

Any statements contained in this Report that atestadements of historical fact, including statetaexbout our
beliefs and expectations, are forward-looking steets and should be evaluated as such. The wontisifmtes”,
“believes”, “expects”, “intends”, “plans”, “estimed”, “targets”, “projects”, “should”, “may”, “will’and similar
words and expressions are intended to identify dodalooking statements. These forward-looking shetets are
contained throughout this Report, including, butlimited to, statements found in Part | — Item 1“Buisiness”,
Part Il — ltem 5 — “Market for Registrant's Comméiguity, Related Stockholder Matters and Issuer lfages of
Equity Securities”, Part Il — Item 7 — “Managemenbiscussion and Analysis of Financial Conditiod &esults
of Operations”, and Part Il — ltem 7A — “Quantitaiand Qualitative Disclosures about Market Rigdich
forward-looking statements reflect, among othemdbi our current expectations, plans, strategidsaaticipated
financial results and involve a number of known anénown risks, uncertainties and factors that aayse our
actual results to differ materially from those eegwed or implied by these forward-looking stateseviany of
these risks are beyond our ability to control adact. All forward-looking statements attributalbeus or persons
acting on our behalf are expressly qualified irirthatirety by the cautionary statements contaitedughout this
Report. Because of these risks, uncertainties asghaptions, you should not place undue reliandhese forward-
looking statements. Furthermore, forward-lookiratements speak only as of the date they are madepEas
required under the federal securities laws or tiesrand regulations of the SEC, we do not undersaly obligatior
to update or review any forward-looking informatievhether as a result of new information, futureres or
otherwise.

Please see Part | — Item 1A — “Risk Factors” of tReport, as well as the other documents thatle/evith
the SEC from time to time for important factorsttbauld cause our actual results to differ from current
expectations and from the forward-looking statemeligcussed in this Report.

MARKET AND INDUSTRY DATA

Market and industry data and other information ubedughout this report are based on independeisiny
publications, government publications, publicly i#afale information, reports by market research §ron other
published independent sources. Some data is at&ullmn estimates of our management, which areatefiom
their review of internal surveys and industry knegde. Although we believe these sources are reliai# have not
independently verified the information. In additiave note that our market share in each of our etarér for our
services is not known or reasonably obtainablergttie nature of our businesses and the telecomatiionis marke
in general (for example, wireless providers botmpete with and complement local telephone services)
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PART I

Item 1. Business

“Consolidated Communications” or the “Company” refto Consolidated Communications Holdings, Inc.
alone or with its wholly owned subsidiaries, asdbatext requires. When this report uses the wwes’ “our,” or
“us,” they refer to the Company and its subside&riResults of operations from North Pittsburgh &y, Inc.
(“North Pittsburgh™), which we acquired on DecemBér 2007, are not reflected in the results of afi@ns for the
period(s) referenced but our balance sheet datedrblger 31, 2007 does include the preliminary atkdtéair value
of the assets acquired and liabilities assumehdrtransaction.

Website Access to Securities and Exchange CommigssiBeports

The Company’s Internet website can be founehatv.consolidated.comThe Company makes available free
charge on or through its website its annual repmrtEorm 10-K, quarterly reports on Form 10-Q, eatreports on
Form 8-K, and amendments to those reports fileimished pursuant to Section 13(a) or 15(d) ofSkeurities
Exchange Act of 1934 as soon as practicable dfee€Company files them with, or furnishes themtte, $ecurities
and Exchange Commission.

Overview

Consolidated Communications owns established inemtnlocal exchange telephone companies, (“ILE@sd)
provide communications services to residential lBunglness customers in lllinois, Texas and, follaaur
acquisition of North Pittsburgh, Pennsylvania. \&ter to our ILECs as rural telephone companiesialr
companies. We offer a wide range of telecommurdoatiservices, including local and long distanceisey custom
calling features, private line services, higipeed Internet access, digital TV, carrier accessces, network capac
services over our regional fiber optic network, dirgctory publishing. In addition, we operate anfoer of
complementary businesses, including telemarketmbaader fulfilment; telephone services to coujatijs and stat
prisons; equipment sales; operator services; aralengervices.

After giving effect to the acquisition of North Biburgh, we are the 12th largest local telephomepamy in the
United States. Upon completion of the North Pittghuacquisition on December 31, 2007, we had apmately
282,028 local access lines, 68,874 Competitive LBrahange Carrier (“CLEC”) access line equivald(risiuding
41,951 access lines and 2,184 DSL subscriberg§283igh-speed Internet subscribers (which we ttefas digital
subscriber lines, or DSL) and 12,241 Internet Rioltdigital television (or IPTV) subscribers.

For the years ended December 31, 2007 and 2006aw&329.2 million and $320.8 million of revenues,
respectively. In addition, we generated net incofri®11.4 million and $13.3 million for the yearsiel
December 31, 2007 and December 31, 2006, respcth®of December 31, 2007, we had $891.6 milldrotal
long-term debt, which includes $296.0 million ofieamental longerm debt issued and $1.6 million of capital lei
assumed, net of current portion, in connection withacquisition of North Pittsburgh. In additi@s, of
December 31, 2007 we had an accumulated defigitd7.5 million and stockholders’ equity of $155.4lion,
which includes $74.4 million of common stock issuredonnection with the acquisition of North Pitisgh, net of
issuance costs.

History of the Company

Founded in 1894 as the Mattoon Telephone Compartlgeogreat-grandfather of our Chairman, Richard A.
Lumpkin, we began as one of the nation’s first petedent telephone companies. After several subseque
acquisitions, the Mattoon Telephone Company wasrparated as lllinois Consolidated Telephone Corngpan
ICTC, on April 10, 1924. On September 24, 1997, BotlUSA acquired ICTC and all related businessens fre
Lumpkin family.

In December 2002, Mr. Lumpkin and two private egfitms, Spectrum Equity and Providence Equity,
purchased the capital stock and assets of ICTGaweral related businesses back from McLeodUSA.
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On April 14, 2004, we acquired TXU Communicationsntures Company, or TXUCV, from TXU Corporati
TXUCV owned rural telephone operations in Lufkimr€oe, and Katy, Texas, which through its predemress
companies had been operating in those markets/@r30 years. This acquisition approximately triptee size of
the Company.

On July 27, 2005, we completed the initial publiieong, or IPO, of our common stock. Concurrenthwthe
IPO, Spectrum Equity sold its entire investment Bnavidence Equity sold 50 percent of its investhien
Consolidated Communications. On July 28, 2006 Gbmpany repurchased the remaining shares owned by
Providence Equity.

On December 31, 2007, we completed the acquisitidtorth Pittsburgh. Through its subsidiaries ibyides
advanced communication services to residentiabarsthess customers in several counties in westmngylvania.

Our Strengths
Stable Local Telephone Business

We are the incumbent local telephone company imire@ communities we serve, and demand for local
telephone services from our residential and businastomers has been stable despite changing emnom
conditions. We operate in a supportive regulatonyirenment, and competition in our markets is ledit As a resu
of these favorable characteristics, the cash flemegated by our local telephone business is relgttonsistent
from year to year. Our longtanding relationship with our local telephone oostrs provides us with an opportur
to pursue increased revenue per access line liygsatlditional services to existing customers tigitoa bundling
strategy, such as our triple play offering of loeaice service, DSL and IPTV.

Attractive Markets and Limited Competition

The geographic areas in which our rural telephamepanies operate are characterized by a balancedfmi
stable, insular territories in which we have lindiompetition and growing suburban areas. Histllyicae have
had limited competition for basic voice servicemfrwireless carriers and ndaeilities based providers using Vo
Over Internet Protocol, or VOIP. Cable providersdeecently started offering a voice product. ADetember 31,
2007, Mediacom is the only cable operator to hauathed a voice product in our Texas and lllincéskats, by ot
estimate overlapping approximately 15% of our tatadess lines in those states. The two incumbde paroviders
in our North Pittsburgh territory, Armstrong andrGcast, have each launched a competitive VOIP offeri

Our Lufkin, Texas and central lllinois markets h@axperienced only nominal population growth over plast
decade. As of December 31, 2007, 115,062, or appedgly 40.8%, of our local access lines were ledan these
markets. We have experienced limited competitiotih@se markets because the low customer densithighd
residential component have discouraged the sigmificapital investment required to offer serviceraw competing
network.

Our Conroe, Texas and Katy, Texas markets are bahwareas located on the outskirts of the Houston
metropolitan area. As of December 31, 2007, 108,82&approximately 38.6%, of our local access liwese
located in these markets. They have experiencedeadneerage population and business employment grower
the past decade as compared to Texas and the (Btdtzb as a whole. According to the most recargus, the
median household income in the primary county in@oinroe market was over $50,000 per year andrifkaty
market was over $60,000 per year, both signifigamtyher than the median household income in Texbgh was
$39,927 per year, and the United States, which$4a8s148 per year.

At the time of the acquisition, North Pittsburghdtthree operating subsidiaries including an ILECL&C, an
an Internet service provider (ISP). North Pittsthuogerates in an approximately 285 square mil@&adeyrin westerr
Pennsylvania, which includes portions of Alleghefigmstrong, Butler and Westmoreland Counties. Qherpast
decade, its ILEC territory has experienced popatagjrowth due to the continued expansion of suburba
communities into its serving area, with the south@wst point of its territory only 12 miles from tkty of
Pittsburgh. As a result of the population growtig tLEC also benefits from growth
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in business activity and favorable market demogappproximately 58,241, or 20.6%, of our acdesss are
located in the North Pittsburgh territory.

North Pittsburgh’s CLEC business furnishes telecamication and broadband services south of the IIsEC’
territory to customers in Pittsburgh and its sunding suburbs as well as to the north in the CitBwtler and its
surrounding areas. Verizon is the ILEC in the Biitgh area, while Embarq (formerly Sprint) is theC in the Cit)
of Butler and its surrounding areas.

Technologically Advanced Network

We have invested significantly over the last sewggars in building a technologically advanced ratw
capable of delivering a broad array of reliablghhguality voice and data and video services tdlbinois and
Texas customers on a cost-effective basis. For pb@ampproximately 95% of our total local accensdiin lllinois
and Texas were DSL-capable as of December 31, Z0hese DSL capable lines, approximately 80%capsable
of speeds of 3 mega bits per second (Mbps) or grebhis is made possible by leveraging our InteRretocol, or
IP, backbone network in lllinois and Texas. We @i this IP network will position us with a lowerst, better
quality and flexible platform that will enable tdevelopment and delivery of new broadband apptioatio our
customers. The service options we are able to geoever our existing network allow us to generatditéonal
revenues per customer. Other than the provisi@uotess-based set-top boxes for subscribers, veydelur
current network is capable of supporting incred®3d/ subscribers with limited additional networleparation.

Our Pennsylvania market offers many of the samarmckd IP network capabilities with DSL availabitity
100% of the customer base. Metro-Ethernet, VolReling, and other additional IP services leverdgeeixtensive
MPLS (Multi-Protocol Label Switching) core netwagpkoviding for a more efficient and scalable netwdrke
broad fiber deployment provides an easy reachdristing and new areas bringing the network cléséne
customer enhancing service offerings and qualitytfe end subscriber.

Broad Service Offerings and Bundling of Services

In lllinois and Texas we offer our residential dnginess customers a single point of contact foesgto a
broad array of voice, data, and video servicespvdeide local and long distance service, multigleesds or tiers of
DSL service and a robust IPTV video offering witreo 200 all digital channels. We also offer custatiing
services, carrier access services, network capseityices and directory publishing.

We generate additional revenues per customer bglimgnservices. Bundling enables us to provide aeamo
complete package of services to our customers,hwhizreases our average revenue per user, or ARBilg
adding additional value for the consumer. We akd@ele the bundling of services results in increasgstomer
loyalty and higher customer retention. As of Decen®il, 2007, we had 45,971 customers who subscribsetvic
bundles that included local service and a seledfarther services including items such as, custalting features,
DSL and IPTV. Collectively, this represents an @ase of approximately 6.5% over the number of caste who
subscribed to service bundles as of December 36.20

Favorable Regulatory Environment

We benefit from federal and Texas state subsidésfgded to promote widely available, quality telepd
service at affordable prices in rural areas, wisciiso referred to as universal service. For ¢ gnded
December 31, 2007 we received $27.0 million in payts from the federal universal service fund ar@l@Gillion
from the Texas universal service fund. In the agate, these payments comprised 14.0% of our regdion¢he
year ended December 31, 2007. For the year endeeniker 31, 2006, we received $28.1 million fromfdderal
universal service fund and $19.5 million from thex@s universal service fund. In the aggregateetpagments
comprised 14.8% of revenues for the year endedieee31, 2006. For both 2007 and 2006 our subsid@isded
a net refund from us back to the universal serftiogls associated with prior period adjustments.setmmounts
were $2.6 million and $1.3 million for 2007 and BQ@espectively.
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Experienced Management Team with Proven Track Ret

With an average of over 20 years of experienceoth begulated and non-regulated telecommunications
businesses, our management team has demonstrateblility to deliver profitable growth while providy high
levels of customer satisfaction. Specifically, management team has:

« particular expertise in providing superior quabgrvices to rural customers in a regulated envientp

» aproven track record of successful business iategrs and acquisitions, including the integratéhCTC
and several related businesses into McLeodUSA &7 1he acquisition of ICTC in 2002 and the TXUCV
acquisition and related integration in 2004 and32@Mhd

« a proven track record of launching and growing@frservices, such as DSL and IPTV, along with mang
CLEC businesses and complementary services, sumbeaator, telemarketing and order fulfillment seeg
and directory publishing

Business Strategy
Increase Revenues Per Customer

We continue to focus on increasing our revenuespsiomer, primarily by improving our DSL and IPTV
market penetration, increasing the sale of othkrevadded services and encouraging customers to talemtzdie o
our service bundles. We believe that our strategbkes us to provide a more complete package wicesrto our
customers and increase our ARPU, while improvireguhlue for the customer.

Over the last two years we have expanded our sebtiadle with the introduction of IPTV in selectéihois
and Texas markets. Having made the necessary wgggradur network and purchased programming content
launched our last major market, Lufkin, Texas, iarth 2007. We have been focused on marketing dpte‘play”
bundle, which includes local voice, DSL and IPTWsees. As of December 31, 2007, over 87% of theamers
that have subscribed to our video service haventake triple play offering. In total, we had 12,2ditleo
subscribers and passed approximately 108,000 hatesar-end 2007. We expect to launch IPTV andttipe
play” bundle in our Pennsylvania markets earlyhi& $econd quarter of 2008.

Improve Operating Efficiency

Since acquiring our lllinois operations in DecemB@02 and our Texas operations in April 2004, weehaad:
significant operating and management improvemétieshave centralized many of our business and bficke o
operations into one functional organization witlmenon work groups, processes and systems. By prayitiese
centrally managed resources, we have allowed onagement and customer service functions to focuben
business and to better serve our customers intaeffestive manner. We intend to apply the sametes as we
integrate North Pittsburgh into our existing opienas. For example, effective on the date of closwg were able to
transition all of North Pittsburgh’s financial, hamresource and supply chain systems to our egististems. We
have identified several “fast track” projects thalt allow us to improve our cost structure whiluhching new
products and improving the customer experience.

Maintain Capital Expenditure Discipline

We have successfully managed our capital expermditurorder to optimize our returns, while alloogti
resources to maintain and upgrade our network aatle new service delivery. This was demonstrayeth®
completion of the IP network in lllinois and Texasd the subsequent rollout of IPTV service. By apgrg the
network to an IP based architecture we were abpedeide not only a more efficient network, butcatme that is
capable of offering new services such as IPTV.
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Pursue Selective Acquisitior

Although we expect to focus on integration of NdPittsburgh in 2008, in the longer term we intem@adntinue
to pursue a disciplined process of selective adttprs of access lines or operating companies.dgquisition

criteria include:

« attractiveness of the marke

quality of the network

* our ability to integrate the acquired company éffitly;

potential operating synergies; a

« cash flow accretive from day or

Source of Revenues

The following chart summarizes our primary soursegevenues for the last two years:

Revenues

Telephone Operatior
Local calling service
Network access servic
Subsidies
Long distance service
Data and internet servic
Other service

Total Telephone Operatiol
Other Operation

Total operating revenut

Telephone Operations

Year Ended December 31

2007 2006

% of Total % of Total

$ (millions) Revenues $ (millions) Revenues
$ 82 25:% $ 85.1 26.€%
70.2 21. 68.1 21.2
46.C 14.C 47.€ 14.¢
14.C 4.3 15.2 4.7
38.C 11.5 30.€ 9.€
35.¢ 10.€ 33.5 10.5
286.¢ 87.1 280.4 87.4
42.4 12.€ 40.4 12.€

$ 329. 100.% $ 320.¢ 100.(%

The following discussion of telephone operationates to lllinois and Texas, except where othengigaressly

stated.

Our Telephone Operations segment consists of t@dkihg services, network access services, sulssitag
distance services, data and Internet servicesptmed services. As of December 31, 2007, our T@eptOperation

segment had approximately:

» 223,787 local access lines in service, of whichraximately 65% served residential customers and 35%

served business custome

» 148,376 total long distance lines, including 130,6des from within our service areas, which repreed

58.8% penetration of our local access lir

* 66,624 DSL lines, which represented approximatély% penetration of our primary residential acdines.
Approximately 95% of our total local access lines BSL-capable; an

e 12,241 IPTV subscriber
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Our Telephone Operations segment generated appradin$82.5 million and $82.9 million of cash flofvem
operating activities for the years ended DecemgePB07 and 2006, respectively. As of Decembe80y, our
Telephone Operations had total assets of appro&lyndi,281.0 million.

Local calling servicesnclude dial tone and local calling services. Waegally charge residential and business
customers a fixed monthly rate for access to theaord and for originating and receiving telephodscwithin
their local calling area. Custom calling featureasist of caller name and number identificationl, femwarding and
call waiting. Value added services consist of teféerencing and voicemail. For custom calling feasuand value
added services, we usually either charge a flatthipfee, or bundle the local calling services thge with other
services at a discounted rate to consumers. Iniadgwe offer local private lines providing direminnections
between two or more local locations primarily tesimess customers at flat monthly rates. In our $ewrarkets we
offer small and medium sized businesses a hostd® g@lution that delivers local service, callingtigres, IP
business telephones and unified messaging all atteactive bundle.

Network access serviceallow the origination or termination of calls inroservice area for which we charge
long distance or other carriers network accessgelsamhich are regulated. Network access feesapigly to privat
lines provisioned between a customer in our ser@ieas and a location outside of our service atealsided in this
category are subscriber line charges, local nupbgability and universal services surcharges pgithe end user.

We record the details of the long distance andapeiVine calls through our carrier access billipgtem and bill
the applicable carrier on a monthly basis. The ndtvaccess charge rates for intrastate long distaalis and
private lines within lllinois and Texas are regathtind approved by the lllinois Commerce CommissiohCC,
and the Public Utility Commission of Texas, or PUEaspectively, whereas the access charge ratéstéostate
long distance calls and private lines are regulatediapproved by the Federal Communications Coninissr
FCC.

Subsidiesconsist of federal and state subsidies designpdotmote widely available, quality telephone service
at affordable prices in rural areas. The subsidiesallocated and distributed to us from funds hactv
telecommunications providers, including local, latigtance and wireless carriers, must contributa oronthly
basis. Funds are distributed to us on a monthlistissed upon our costs for providing local seruiceur two
service territories. In Illinois we receive fedebait not state subsidies, while in Texas we recbota federal and
state subsidies.

Long distance servicesnclude services provided to subscribers to oug ldistance plans to originate calls t
terminate outside the caller’s local calling aMée offer a variety of plans and charge our subscsila combination
of subscription and usage fees including an undichibng distance plan.

Data and Internet servicesnclude revenues from non-local private lines dragrovision of access to the
Internet by DSL, T-1 lines and dial-up access &M. We also offer a variety of data connectiviéy\sces,
including Asynchronous Transfer Mode and gigablitdehet products and frame relay networks. Franay rel
networks are public data networks commonly usedoiwal area network to local area network commuiooa as
an alternative to private line data communicatiénsaddition, we launched IPTV in our lllinois matk in 2005 an
began launching in our Texas markets in August 2006

Other Serviceswithin our Telephone Operations segment includemees from telephone directory
publishing, wholesale transport services on a fidgic network in Texas, billing and collection @ees, inside
wiring service and maintenance. It also includeslioited partnership interests in the followingawellular
partnerships:

« GTE Mobilnet of South Texas, which serves the grebuston metropolitan area. We own approximately
2.3% of this partnership. Because of our minor awiip interest and our inability to influence theeoations
of this partnership, we account for this investmesing the cost basis. As a result, income is neizegl only
on cash distributions paid to us up to our propodie earnings in the partnership. We recognizeshire on
cash distributions of $4.2 million and $4.0 millitnom this partnership for the years ended Decer8her
2007 and 2006, respective
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« GTE Mobilnet of Texas RSA #17, which serves araaanid around Conroe, Texas. We own approximately
17.0% of the equity of this partnership. Becausewfownership interest in this partnership, weoaot for
this investment under the equity method. As a tewid recognize income based on the proportiohef t
earnings generated by the partnership that woullbeated to us. Cash distributions are recorded a
reduction in our investment amount. For the yeaieednDecember 31, 2007, we recognized income of
$2.2 million and received cash distributions ofStillion from this partnership. In 2006, we recamg
income of $2.8 million and received cash distribog of $1.0 million from this partnersh

San Antonio MTA, L.P., a wholly owned partnershipGellco Partnership (doing business as Verizon
Wireless), is the general partner for both partmpss

Other Operations

Our Other Operations segment, which does not ircard/ North Pittsburgh operations, consists of
complementary businesses including Public ServiBasiness Systems, Market Response, Operator Ssraiw
Mobile Services. Public Services provides local Eomdj distance service and automated calling seffac
correctional facilities. Business Systems sellsiasthlls telecommunications equipment, such as jpeyate branc
exchange (PBX) and IP based telephone systemsittergial and business customers. Market Respaonsé@lps
telemarketing and order fulfillment services. Oper&ervices offers both live and automated local lang
distance operator services and national directssistance on a wholesale and retail basis. Molgitei&s provides
one-way messaging service to residential and bssioestomers and includes revenues from our Ifineilular
agency and Texas Mobile Virtual Network OperatoMND) operations.

Our Other Operations segment generated approxiyn@el4) million and $1.7 million of cash flows fro
operating activities for the years ended DecemtePB07 and 2006, respectively. As of Decembe280y, our
Other Operations had total assets of approxim&286 million.

North Pittsburgh Operations
ILEC

The North Pittsburgh ILEC in general recognizeeraie from the same sources as our lllinois andSTexa
telephone operations. The ILEC benefits from betefal and Pennsylvania state universal servicetrmat funds.
We intend to implement many of the strategies andgsses used by our Illinois and Texas telephpeeations to
maximize the revenue potential of the North PittgbuLEC.

CLEC

The North Pittsburgh CLEC follows an “edge-out’aségy, in which it has leveraged the ILEC’s network
human capital skills and reputation in the surrangdanarkets. The sales strategy in these edgenarkets has be:
to focus on small to mid-sized business custontned as 5 to 500 lines), educational institigiand healthcare
facilities, offering local and long distance vogervices, broadband services including DSL andirmuigabit metr
Ethernet.

Internet Service Provider

The North Pittsburgh ISP furnishes Internet aceessbroadband services in western Pennsylvania. The
majority of its DSL and other broadband customeessarved over its ILEC and CLEC networks, with tBE
providing a gateway to the Internet. In additidre tSP also provides virtual hosting services,omaition services,
web page design and e-commerce enabling technsltm®istomers.

Investments

North Pittsburgh owns limited partnership interext8.6%, 16.6725%, and 23.67%, respectively, & th
Pittsburgh SMSA, Pennsylvania RSA 6(1), and Pervasybh RSA 6(1l) wireless partnerships, all of whante
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majority owned and operated by Verizon Wirelesssehpartnerships cover territories which almosteagtoverlag
the markets served by North Pittsburgh’s ILEC ahdEC operations.

Customers and Markets

Our lllinois local telephone markets consist ofg&mgraphically contiguous exchanges serving preciamiy
small towns and rural areas in an approximatel@2 gjuare mile area primarily in five central Idia counties:
Coles; Christian; Montgomery; Effingham; and Shelby exchange is a geographic area established for
administration and pricing of telecommunications/ges. We are the incumbent provider of basicpietme
services within these exchanges, with approximaté|g69 local access lines, or approximately 28dliper square
mile, as of December 31, 2007. Approximately 61%uflocal access lines serve residential custoaeiighe
remainder serve business customers. Our businesmeers are predominantly small retail, commerdgtht
manufacturing and service industry accounts, akagaliniversities and hospitals.

Our 21 exchanges in Texas serve three principajrggbic markets: Lufkin, Conroe, and Katy in an
approximately 2,054 square mile area. Lufkin isated in east Texas and Conroe and Katy are looathe suburk
of Houston and adjacent rural areas. We are thanbent provider of basic telephone services withase
exchanges, with approximately 149,418 local actiees, or approximately 73 lines per square miteof
December 31, 2007. Approximately 68% of our Texasl access lines served residential customershand
remainder served business customers. Our Texasdssstustomers are predominately manufacturingetad
industries accounts, and our largest businessmgstoare hospitals, local governments and schetids.

The Lufkin market is centered primarily in Angeli@@unty in east Texas, approximately 120 milesheast o
Houston and extends into three neighboring courntigfkin is the largest town within this market, iwh also
includes the towns of Diboll, Hudson and Huntingt®he area is a center for the lumber industryiaollides other
significant industries such as education, health,aaanufacturing, retail and social services.

The Conroe market is located primarily in Montgoyn€ounty and is centered approximately 40 milesmof
Houston on Interstate 1-45. Parts of the Conroeaipey territory extend south to within 28 milesdufwntown
Houston, including parts of the affluent suburlibe Woodlands. Major industries in this market uaigl education,
health care, manufacturing, retail and social sesi

The Katy market is located in parts of Fort Bendrii$, Waller and Brazoria counties and is centered
approximately 30 miles west of downtown Houstomaglthe busy and expanding 1-10 corridor. The majaf the
Katy market is considered part of metropolitan Hoosvith major industries including administratieglucation,
health care, management, professional, retailntficcand waste management services.

The North Pittsburgh market covers 285 square naifesserves portions of Allegheny, Armstrong, Bugled
Westmorland Counties in western Pennsylvania. daghernmost point of the ILEC territory is just d®es from
the City of Pittsburgh. Through its CLEC operatiomsr North Pittsburgh operations are able to edsuth to
serve Pittsburgh and north to the City of ButldieTTLEC primarily targets small to mid-sized busseustomers,
educational institutions and healthcare facilities.

Sales and Marketing
Telephone Operations

The key components of our overall marketing sthaiagur Telephone Operations segment include the
following:

* positioning ourselves as a single point of contaicbur custome’ communications need

* providing our customers with a broad array of vaioe data services and bundling services wheralpes
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« providing excellent customer service, includingyyding 24-hour, 7-day week centralized customer sup
to coordinate installation of new services, repaid maintenance functior

 developing and delivering new services;

* leveraging our history and involvement with locahtmunities and expanding “Consolidated
Communication” and“Consolidate” brand recognition

Our consumer sales strategy is focused on incrg@»81. and IPTV service penetration in all of ourvgse
areas, cross-selling our services, developing iad@it services to maximize revenues and increasel\rRnd
increasing customer loyalty through superior custoservice, local presence and motivated serviqa®maes.

Our Telephone Operations segment currently hae #akes channels: call centers, communication catel
commissioned sales people. Our customer serviteamtiers serve as the primary sales channelg$wlential and
business customers with one or two phone linesyedsecommissioned sales representatives providersized
proposals to larger business customers. In 2006omeed a new team of commissioned sales peopte’Faet on
the Street” team. This team canvasses our territfieying residential customers our full suite obghucts, leading
with our triple-play bundled offering of voice, DZInd IPTV services. Beyond the strong sales pdinbotact, this
sales channel also helps us to identify and addrestomer service issues, if any, on a proactige fa face basis.
This team of individuals can be scaled up or dosvmatch our business needs, including, for exaniipdenew
product launches or a period of extended inclemesatther is experienced. Our customers can alsoovisi of our
eight communications centers for their various camitations needs, including new telephone, Inteseetice and
IPTV purchases. We believe that communication eeritave helped decrease our custoniate’payments and bi
debt due to their ability to pay their bills easilythese centers. Our Telephone Operations’ séfi@ds are
supported by direct mail, bill inserts, newspagbreatising, public relations activities, sponsopsbf community
events and website promotions.

Directory Publishing is supported by a dedicatddsstorce, which spends a certain number of moadth yee
focused on each of the directory markets in ordenéximize the advertising sales in each directdfg.believe the
directory business has been an efficient tool farkating our other services and for promoting brdedelopment
and awareness.

Transport Services has a sales force that cordismmmissioned sales people specializing in wiadées
transport products.

Other Operations

Each of our Other Operations businesses primasiés @n independent sales and marketing team cadmis
dedicated field sales account managers, managdesns$ and service representatives to execute @ aad
marketing strategy. These efforts are supporteattendance at industry trade shows and leadenshglustry
groups including the US Telecom Association, theotsated Communications Companies of America aed th
Independent Telephone and Telecommunications Al#an

Information Technology and Support Systems

Our information technology and support systemd &af seasoned organization that supports dayyo-d
operations and develops system enhancements. dteotegy supporting our Telephone Operations segjimen
centered on a core of commercially available atetrirally maintained systems.

In 2005 and 2006 we successfully migrated moshe@key business processes of our Illinois and Texas
telephone operations onto single, company-wideesystand platforms including common network provisig,
network management, workforce management systechfrancial systems. Our final project, Phase Tiufee
billing integration, was successfully completedidgrithe second half of 2007. Phase Three involliecupgrade of
our telephone billing system in lllinois to ourdat version of our core billing software utilizeg the rest of
telephone operations. Our core systems and hargetferm provide for significant scalability.

12




Table of Contents

Just as we migrated our lllinois and Texas propsitio common systems, we intend to integrate NRitteburgh
billing systems into our existing platform and mather telephone operation systems to establisbeuinon
platforms.

Network Architecture and Technology

Our Texas and lllinois local networks are based @arrier serving area architecture. Carrier sgraiea
architecture is a structure that allows accesspageit to be placed closer to customer premisediagahe
customer to be connected to the equipment oveteshaspper loops than would be possible if all oostrs were
connected directly to the carrier’'s main switche®Htcess equipment is then connected back towfitahson a high
capacity fiber circuit, resulting in extensive filieployment throughout the network. The accesgpetgnt is
sometimes referred to as a digital loop carrier thedyeographic area that it serves is the cagearing area.

A single engineering team is responsible for theral architecture and interoperability of the vais elements
in the combined network of our lllinois and Texakphone operations. Our network operations ceoteOC, in
Lufkin, Texas, monitors the performance of our caminations network at a system level, 24 hoursdpgt
365 days per year. This center is connected t@astomer facing NOC in Mattoon, lllinois which dealith
customer specific issues and together they fun@sone organization. We believe these NOCs allawiliinois
and Texas Telephone Operations to maintain higlvar&tperformance standards, using common netwastegys
and platforms, which allows us to efficiently hamalfeekend and after-hours coverage between markdtsiore
efficiently allocate personnel to manage fluctuagien our workload volumes.

Our network is supported by advanced 100% digitétiches, with a fiber network connecting 54 of &6r
exchanges. These switches provide all of our ltaphone customers with access to custom cakiatufes, value-
added services and dial-up Internet access. Wefbavadditional switches: one which supports featich Voice
Over Internet Protocol known as VOIP, two dedicatebbng distance service and one which suppont$ablic
Services and Operator Services businesses. In@ddipproximately 95% of our total local accesedi are served
by exchanges or carriers equipped with digital stibser line access multiplexers, or DSLAMs, and\aithin
distance limitations for providing DSL service. DS\lAs are devices designed to separate voice-frequgigoals
from DSL traffic.

We commenced the network improvements needed fmostghe introduction of our IPTV service, which is
functionally similar to a digital cable televisioffering, in our Illinois markets in 2003 and inréLexas markets in
2005. We have since completed the initial capitaéstments including associated IP backbone psofead
developed the content relationships necessaryoldde these services and introduced IPTV in seteli@ois
markets in 2005 and Texas markets in August 208i6eiQhan the provision of set-top boxes, whicH &l
purchased in quantities sufficient to match sulbsecrdemand, we do not anticipate having to makenaagrial
capital upgrades to our network infrastructureanreection with our expansion of IPTV in these m&skas of
December 31, 2007, IPTV was available to approxétye@0,000 homes in our markets. Our IPTV subsciiase
has grown from 6,954 as of December 31, 2006 t®412as of December 31, 2007.

In Texas we also operate a transport network wbictsists of approximately 2,500 route-miles of fibptic
cable. Approximately 54% of this network consistgable sheath owned by us, either directly orulgioour
majority-owned subsidiary East Texas Fiber Lineohporated and a partnership partly owned by ug, Bend
Fibernet. For most of the remaining route-mileshef network, we purchased strands on third-paligr fnetworks
pursuant to contracts commonly known as indefeasights of use. In limited cases, we also leapadéy on third-
party fiber networks to complete routes, in additio these fiber routes. These assets also suppolPTV video
product in Texas as well as our Texas transpovices business.

In the past ten years, North Pittsburgh has indester $160 million to develop a high quality netlwor he
Pennsylvania network is a 100% digital switchingwogk, comprised of nine central offices and 86rgarServing
Areas (CSAs). The CSA architecture, in which neallyoop lengths are kept to 12,000 feet or lbass, enabled
North Pittsburgh to provide DSL service, with speeg to 3 Mbps, to 100% of its acct
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lines. In addition, North Pittsburgh has deployieif optic cable extensively throughout its netwadsulting in a
100% Synchronous Optical Network (SONET) that suggpall of the inter-office and host-remote linksvaell as
the majority of business parks within its ILEC dagvarea.

North Pittsburgh is nearing completion of a capitahstruction project to deploy fiber closer to Hmmes and
businesses it serves. As of December 31, 2007ox=ippately 90 percent of its addressable access hiage fiber
provisioned to within 5,000 feet, which will allofer DSL deployment at speeds ranging between 2% tmegabits
per second. North Pittsburgh has also upgradetitestransmission network to a gigabit Ethernekbawe using a
Multiple Protocol Label Switching (MPLS) networkathwill more efficiently and effectively handle thecreased
bandwidth demands of its network, especially itstsgeeneration DSL products as well as its busimesss Ethernet
offerings. The CLEC operates an extensive SONETalptetwork with over 300 route miles of fiber mpfacilities
in the Pittsburgh metropolitan area. It has physiofiocation in 27 Verizon central offices and daebarg central
office and primarily serves its customers usingumded network element (UNE) loops. In the Pittglumarket, it
operates a carrier hotel that serves as the hutsffiber optic network. In addition, North Pittstgh also offers
space in this carrier hotel to ISPs, IXCs, otheECE and other customers who need a carrier-claatidm to house
voice and data equipment as well as gain accesatmber of networks, including the Company’s.

Employees

As of December 31, 2007, without taking the NoritsBurgh acquisition into effect, we had a total o
1,081 employees, of which 952 were full-time an@ &&re part-time. Approximately 343 of the employ&rcated
in lllinois are represented by the InternationabtBerhood of Electrical Workers under a collectiaggaining
agreement that was renewed on November 15, 20Qbgeriod of three years. Approximately 186 of¢hgployees
located in Texas are represented by the CommuorcatVorkers of America under a collective bargajnin
agreement that was renewed on October 15, 200¥ geriod of three years. We believe that managementntly
has a good relationship with our employees.

As of December 31, 2007, North Pittsburgh had @ wft281 employees, of which 274 were full-timelah
were part-time. Approximately 97 of the employemsated in Pennsylvania are represented by the Caoications
Workers of America under a collective bargainingeggnent that was renewed in September of 2007 dhexpire
on September 30, 2008.

Competition
Local Telephone Market

In general, telecommunications service in rurahatie more costly to provide than service in urbaas
because the lower customer density necessitatherigpital expenditures on a per customer basia ¥esult, it is
generally not economically viable for new entrantsverbuild in rural territories. Despite the bars to entry for
voice services, rural telephone companies face smmmpetition for voice services from new marketants, such
as cable providers, wireless providers and conipetielephone companies. Cable providers are ewtéhie
telecommunications market by upgrading their neksavith fiber optics and installing facilities toqvide fully
interactive transmission of broadband voice, dathvadeo communications. Competitive telephone camgs are
competitors that have been granted permissiondigta regulatory commission to offer local telephearvice in a
area already served by a local telephone compdagtrie utility companies have existing assets lwdcost acces
to capital that may allow them to enter a markptdlg and accelerate network development.

VOIP service is increasingly being embraced byrallustry participants. VOIP service essentiallyaives the
routing of voice calls, at least in part, over thiernet through packets of data instead of tratisrgithe calls over
the existing telephone system. While current VQipliaations typically complete calls using incumbgriephone
company infrastructure and networks, as VOIP sesvibtain acceptance and market penetration ahddlegy
advances further, a greater quantity of commurooathay be placed without the use of the telephgaem. On
March 10, 2004, the FCC issued a Notice of Prop&addmaking with respect to IP-enablgdrvices. Among othi
things, the FCC is considering whether VOIP
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Services are regulated telecommunications sereicasregulated information services. We cannot ipteéde
outcome of the FCC'’s rulemaking or the impact ariwvenues of our rural telephone companies. Toldgration
of VOIP, particularly to the extent such communimas do not utilize our rural telephone companiesgivorks, ma
result in an erosion of our customer base anddbascess fees and other funding.

Currently Mediacom, which serves the eastern pomioour Illinois service territory, is providingpmpetition
for basic voice services with its VOIP offering. \Wstimate that Mediacom overlaps approximately D5%ur total
access lines. The major cable television suppli¢hé western portion of our lllinois territoryeew Wave
Communications. Our Texas properties face videolZBH competition from Comcast and Suddenlink. While
Mediacom is the only cable provider offering a cetipre voice offering in our service area, we greparing for
the launch of voice products by the other cableigirs in our service area.

The two cable companies that overlay the majoffitthe North Pittsburgh ILEC territory, Armstrongdan
Comcast, have each launched an aggressive trigyeppickage of voice, video and broadband servicgeheral,
these cable companies have modern networks, geigientage of homes passed and a high penetrdtibeio
video services.

Wireless Service

Rural telephone companies face competition foresgiervices from wireless carriers. However, riegldghone
companies usually face less wireless competitian thon-rural providers of voice services becauselegs
networks in rural areas are generally less develdpan in urban areas. Our service areas in Camnd&aty, Texa
are exceptions to this general rule due to theixipnity to Houston and, as a result, are facingéased competition
from wireless service providers. Additionally, dwethe concentration of interstate and major higysiia the
territory, our Pennsylvania markets are also exppéséncreased competition from wireless servicavjgers.
Although we do not believe that wireless technologyresents a significant threat to our rural tetee companies
in the near term, we expect to face increased cttigpefrom wireless carriers as technology, wiss@etwork
capacity and economies of scale improve, wirelepsice prices continue to decline and subscribensicue to
increase.

Internet Service

The Internet services market in which we operateghly competitive and there are few barriersritne
Industry sources expect competition to intensififetnet services, meaning both Internet accesegvaind wireless,
and on-line content services, are provided by cpiweiders, Internet service providers, long disenarriers and
satellite-based companies. Many of these compan@sde direct access to the Internet and a vagésupporting
services to businesses and individuals. In addititemy of these companies offer on-line contentises consisting
of access to closed, proprietary information nekso€able providers and long distance carriers,ranohers, are
aggressively entering the Internet access marBet$. have substantial transmission capabilitieglitionally carry
data to large numbers of customers and have adslystem infrastructure that permits them to asld services.
Satellite companies are also offering broadbandssto the Internet. We expect that competitionrftarnet
services will increase.

Long Distance Service

The long distance telecommunications market isliiigobmpetitive. Competition in the long distancesimess
is based primarily on price, although service bingglbranding, customer service, billing serviced guoality play a
role in customers’ choices.

Other Competition

Our other lines of business are subject to suliatartmpetition from local, regional and nationahpetitors.
In particular, our directory publishing and tranggmusinesses operate in competitive markets. Vigeaxhat
competition as a general matter in our busines#iésamtinue to intensify as new technologies aesvrservices are
offered. Our businesses operate in a competitive@mment where long-term contracts
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are either not the norm or have cancellation clatisat allow quick termination of the agreementievé long-term
contracts are common, they are being renewed Withter duration terms. Customers in these busisesseand d
change vendors frequently. Customer business ésiland consolidation of customers through mergetsayouts
can cause loss of customers.

Regulatory Environment

The following summary does not describe all presedtproposed federal, state and local legislatmal
regulations affecting the telecommunications indussome legislation and regulations are curretliig subject of
judicial proceedings, legislative hearings and adistrative proposals that could change the mannexhich this
industry operates. Neither the outcome of any eg¢hdevelopments, nor their potential impact orcas,be
predicted at this time. Regulation can change ripidal the telecommunications industry, and thesanges ma
have an adverse effect on us in the future. Sesk“Ractors — Regulatory Risks”.

Overview

The telecommunications industry in which we opeigtgubject to extensive federal, state and lcagiilation.
Pursuant to the Telecommunications Act of 1996efakdand state regulators share responsibilitynfiptementing
and enforcing statutes and regulations designed¢ourage competition and the preservation andragvaent of
widely available, quality telephone service at effble prices. At the federal level, the Federahn@mnications
Commission, or FCC, generally exercises jurisdictiwer facilities and services of local exchangeiees, such as
our rural telephone companies, to the extent theyised to provide, originate or terminate intéestal internatione
communications. State regulatory commissions, siscne ICC, PAPUC and the PUCT, generally exercise
jurisdiction over these facilities and servicestte extent they are used to provide, originateoninate intrastat
communications. In particular, state regulatoryraigs have substantial oversight over interconapand network
access by competitors of our rural telephone comgain addition, municipalities and other local’gmment
agencies regulate the public rights-of-way necgswainstall and operate networks.

The FCC has the authority to condition, modify, @ginterminate or revoke our operating authorityféalure tc
comply with applicable federal laws or rules, regigns and policies of the FCC. Fines or other jiesaalso may
be imposed for any of these violations. In additibwe states have the authority to sanction ou tetephone
companies or to revoke our certifications if welate relevant laws or regulations.

Federal Regulation

Our rural telephone companies and competitive legahange companies must comply with the
Communications Act of 1934, as amended, or the Canications Act, which requires, among other thirigat
telecommunications carriers offer services atgunst reasonable rates and on non-discriminatorystemd
conditions. The amendments to the CommunicationieAacted in 1996 and contained in the Telecomnatinits
Act dramatically changed, and are expected to noatto change, the landscape of the telecommuaiisaindustry

Access Charges

A significant portion of our rural telephone comje revenues come from network access chargeshyaid
long distance and other carriers for originatingesminating calls within our rural telephone comya service
areas. The amount of network access charge revenuesral telephone companies receive is basadtes set or
approved by federal and state regulatory commissiand these rates are subject to change at aayTine FCC
regulates the prices our rural telephone compan@scharge for the use of our local telephoneifaeslin
originating or terminating interstate and interaaél transmissions. The FCC has structured thésespas a
combination of flat monthly charges paid by the-eisdrs and usage sensitive charges or flat mordatgycharges
paid by long distance or other carriers. Intrastetisvork access charges are regulated by state ssonms. Our
lllinois rural telephone company’s intrastate netwaccess charges currently mirror interstate nvaocess
charges for all but one element, local switchingr @orth

16




Table of Contents

Pittsburgh rural telephone company’s intrastateintetstate network access charges are also veilasi In
contrast, our Texas rural telephone companies wilyreharge significantly higher intrastate netwadcess charges
than interstate network access charges, in accoedaith the regulatory regime in Texas.

The FCC regulates levels of interstate network s&cbarges by imposing price caps on Regional Bell
Operating Companies, referred to as RBOC's, amgklarcumbent telephone companies. These priceazapbke
adjusted based on various formulas, such as ofland productivity, and otherwise through reguiato
proceedings. Small incumbent telephone companigseteat to base network access charges on pricg bapare
not required to do so. Our lllinois, Pennsylvaaiag Texas rural telephone companies have electad apply
federal price caps. Instead, our rural telephomepamies employ rate-of-return regulation for thestwork
interstate access charges, whereby they earndhritarn on their investment over and above opegatosts. The
FCC determines the profits our rural telephone camigs can earn by setting the rate-of-return oin #llewable
investment base, which is currently 11.25%.

Our lllinois and Texas rural telephone companigsetuly are cost based rate of return companiedikntheir
own rates for switched and special access. Thdicimate in the National Exchange Carrier Assooiadi (“NECA”)
pool for common line services. On December 4, 200@Wever, we filed a petition with the FCC seekiogpermit
our Illinois and Texas companies to convert toguap regulation. The conversion to a price caprregyill
advance FCC goals and serve the public intereshimnmber of ways. Efficient access pricing mechasibke price
cap regulation generate incentives to optimizeraass cost structure and promote competition. Phiee cap rate
structure is far more conducive to efficiency andpetition than the rate of return rate structarel price cap
regulation will benefit our customers and providewith a regulatory structure that delivers appiatprincentives.
If approved, this conversion would give us greatéeing flexibility for interstate services, pantiarly the
increasingly competitive special access segmedttlapotential to increase our net earnings thrargater
productivity and introduction of new services. @fting these advantages, however, we would be nedjtn reduce
our interstate access charges in lllinois signifiba and also would receive somewhat reduced didssirom the
interstate Universal Service Fund program. Becausdllinois intrastate access charges generallyaninterstate
rates, this conversion may also result in lowenaistate revenues in lllinois. The FCC has not yketdr on this
petition. Because access tariffs are filed on anuahbasis, our companies can convert to pricaegplation
effective on July 1, 2008 if the FCC approves ceiitipn in advance of that date; if not, the nepportunity to
convert would be on July 1, 2009.

Our Pennsylvania rural telephone company is anaaeschedule rate of return company, which means it
interstate settlements are determined by formudasd on a statistical sampling of the allocationasits to the
interstate jurisdiction of comparable companie$ geaform cost studies. NECA'’s average schedulatitas for the
July 1, 2006 through June 30, 2007 period refletitechormal projected changes in cost and demarttidaluly 1,
2006 through June 30, 2007 period and also implésdesome structural changes to the formulas to wlosely
align average schedule company settlements todtinpanies’ estimated interstate revenue requirenierssd on
statistical sampling.

Traditionally, regulators have allowed network asceates to be set higher in rural areas thandtisalecost of
terminating or originating long distance calls asraplicit means of subsidizing the high cost abyding local
service in rural areas. Following a series of fatleircuit court decisions ruling that subsidiessiioe explicit rather
than implicit, in 2001, the FCC adopted an ordegifmeing to reform the network access charge sy$temural
carriers. The FCC reforms reduced per-minute ndtwocess charges and shifted a portion of cosiezgpwhich
historically was imposed on long distance carrigrdlat-rate, monthly subscriber line charges isgmon end-user
customers. While the FCC also increased explitisglies through the universal service fund to rtekdphone
companies, the aggregate amount of interstate me@eozess charges paid by long distance carrieasdess
providers, such as our rural telephone companasdbcreased and may continue to decrease.

The FCC's 2001 access reform order had a negatigadt on the intrastate network access revenuesrof
lllinois rural telephone company. Consistent wittCl policy, our lllinois rural telephone companydrastate
network access rates mirror interstate networksscates. lllinois, however, unlike the federal
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system, does not provide an explicit subsidy infthm of a universal service fund. Therefore, wisilisidies from
the federal universal service fund offset lllindislephone Operations’ decrease in revenues regtilttm the
reduction in interstate network access rates, thaenot a corresponding offset for the decreasevienues from
the reduction in intrastate network access rateBehnsylvania and Texas, because the intrastitenkeaccess ra
regime applicable to our rural telephone compaddes not mirror the FCC regime, the impact of #ferms was
revenue neutral. The PAPUC and PUCT are contintangvestigate possible changes to the structuranfrastate
access charges. The Texas legislature is expextmhsider potential changes to rates during thislktive session
beginning in January, 2009.

In recent years, long distance carriers and otheln sarriers have become more aggressive in digputi
interstate access charge rates set by the FCGarapplicability of access charges to their telemamications
traffic. We believe that these disputes have irsgdan part due to advances in technology whicke memdered the
identity and jurisdiction of traffic more difficuto ascertain and which have afforded carriersxareased
opportunity to assert regulatory distinctions alaines to lower access costs for their traffic. Egample in
September 2003, Vonage Holdings Corporation fileetition with the FCC to preempt an order of thehésota
Public Utilities Commission which had issued anesncequiring Vonage to comply with the Minnesota
Commission’s order. The FCC determined that Voray®IP service was such that it was impossiblemld it
into interstate and intrastate components withegtating federal rules and policies. Accordingly BFCC found it
was an interstate service not subject to traditistze telephone regulation. While the FCC ordemat specificall
address the issue of the application of intrastatess charges to Vonage’s VOIP service, theliatthe service
was found to be solely interstate raises that aonde cannot predict what other actions other Idistance
carriers may take before the FCC or with their l@ca@hange carriers, including our rural telephoompanies, to
challenge the applicability of access charges. ate,cho long distance or other carrier has madaim ¢o us
contesting the applicability of network access gbkarbilled by our rural telephone companies. Weohassure
you, however, that long distance or other carnéglisnot make such claims in the future nor, if bukclaim is mad:
can we predict the magnitude of the claim. As altex the increasing deployment of VOIP serviced ather
technological changes, we believe that these tgpdisputes and claims will likely increase.

On July 25, 2006 the FCC issued for comment CC Bb@k-92, Missoula Intercarrier Compensation Péan,
the Missoula Plan, a proposal for a comprehengfam of network access charges and other forms of
compensation for the exchange of traffic amongctatemunications carriers. Consolidated is a sigoggarter of
the Missoula Plan. The ICC, PAPUC and PUCT haws fdlomments in opposition to the Missoula Plan. FGE
has taken no action on the proposal to date. Wentanto actively participate in shaping intercarcompensation
and universal service reforms through our own &fas well as through industry associations antitioes.

On October 23, 2006, Verizon Pennsylvania, Inonglwith a number of its affiliated companies, dile forma
complaint with the PAPUC claiming that our Pennayiia CLEC's intrastate switched access rates armiation
of Pennsylvania statute. For a detailed descripfdhe dispute, see “Regulatory Risks” includedtém 1A. “Risk
Factors.”

Removal of Entry Barriers

The central aim of the Telecommunications Act d@.8 to open local telecommunications markets to
competition while enhancing universal service. Piiothe enactment of the Telecommunications Aetpynstates
limited the services that could be offered by a pany competing with an incumbent telephone compahg.
Telecommunications Act preempts these state arad laws.

The Telecommunications Act imposes a number oféotenection and other requirements on all local
communications providers. All telecommunicationgiesis have a duty to interconnect directly or radtly with the
facilities and equipment of other telecommunicagioarriers. Local exchange carriers, includingroual telephone
companies, are required to:

« allow other carriers to resell their servic
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« where feasible, provide number portabili

« ensure dialing parity, whereby consumers can chti@selocal or long distance telephone company ove
which their calls will automatically route withobaving to dial additional digit:

« ensure that competitors’ customers receive nordigtatory access to telephone numbers, operatoicger
directory assistance and directory listi

« afford competitors access to telephone poles, dootsluits and righ-of-way;

« and establish reciprocal compensation arrangemeétitother carriers for the transport and termiotbf
telecommunications traffic

Furthermore, the Telecommunications Act imposesmoanmbent telephone companies, other than rural
telephone companies that maintain their so-caltecht exemption”, additional obligations, by redug them to:

* negotiate interconnection agreements with othaterarin good faith

« interconnect their facilities and equipment witly aaquesting telecommunications carrier, at anhnaally
feasible point, at nondiscriminatory rates and ondiscriminatory terms and conditior

* provide other carriers nondiscriminatory accessnioundled network elements, commonly known as UNEs,
such as local loops and transport facilities, gttechnically feasible point, at nondiscriminatoages and on
nondiscriminatory terms and conditiol

« offer their retail services to other carriers fesale at discounted wholesale ra

« provide reasonable notice of changes in the infionanecessary for transmission and routing ofisess
over the incumbent telephone compg’s facilities or in the information necessary faeitoperability;

< and provide, at rates, terms and conditions theajest, reasonable and nondiscriminatory, for tmgsjral co-
location of other carriers’ equipment necessarnyirftearconnection or access to UNEs at the prenufdse
incumbent telephone compat

Unbundled Network Element Rules

The unbundling requirements have been some of tst aontroversial requirements of the
Telecommunications Act. The FCC, in its initial ilementation of the law, had generally required mbent
telephone companies to lease a wide range of utddingétwork elements to competitive telephone corigzato
enable delivery of services to the competitor'saoers in combination with the competitive telepb@ompanies’
network or as a recombined service offering onmvundled network element platform, commonly knowsraa
UNE-P. These unbundling requirements, and the tutffer UNEs to competitors, imposed substaniiets on,
and resulted in customer attrition for, the incuntiielephone companies that had to comply withehes
requirements. In response to a decision by the Co8rt of Appeals for the D.C. Circuit vacating fans of its
UNE and UNE-P rules, the FCC issued revised ruteBabruary 4, 2005 that reinstated some unbundling
requirements for incumbent telephone companiesattganot protected by the rural exemption but elated certain
other unbundling requirements. In particular, inbemt telephone companies are no longer requiretféo the
UNE-P, although they are still required to offeopoand transport UNEs in most markets.

Each of the subsidiaries through which we operatdaxal telephone businesses is an incumbenthetep
company and provides service in rural areas. Thecbemmunications Act exempts rural telephone corngsainom
certain of the more burdensome interconnectionirements such as unbundling of network elementsrrimation
sharing and co-location. The Telecommunications thatugh, provides that the rural exemption wikhse to apply
as to competing cable companies if and when tha carrier introduces video services in a servieaaln that
event, a competing cable operator providing videgmmming and seeking to provide telecommunicatservice:
in the area may interconnect without the restriiof the rural exemption. Since each of our sudses now
provides, or will soon provide, video serviceshirit major
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service areas, the rural exemption no longer apptiecable company competitors in those servicasare
Additionally, in Texas, the PUCT has removed th@alrexemption for our Texas subsidiaries with respe
telecommunications services furnished by Sprint @omications, LP. on behalf of cable companies. \&lebe the
benefits of providing video services outweigh tinavailability of the rural exemptions as to cabpe@tors.

Under its current rules, the FCC has eliminatecuadbng requirements for ILEC’s in regard to broadd
services provided over fiber facilities but contsuo require unbundled access to mass-marketwizara loops.
ILEC's are no longer required to unbundle packetching services. In addition, the FCC found thaEC’s are nc
impaired at certain wire center locations in regartligh bandwidth (DS-1 and DS-3) loops, dark film®ps and
dedicated interoffice transport facilities basedsanh criteria as the number of business linedfiard-based
collocators within the wire center. Where these-mopairment criteria are not satisfied, howeveEQ’s continue
to be required to unbundle these loops and trah&pdilities.

The FCC rules regarding the unbundling of netwdeknents did not have an impact on our lllinois and
Pennsylvania ILEC operations, because we are gatregl to offer UNE’s to competitors as long asregin our
rural exemption. In regard to our Pennsylvania Cldp@rations, because we do not currently utilize Eharing an
utilize our own switching for business customei #ire served by high-capacity loops, the elimamagf
unbundling requirements for these network elemkeatsno effect on our operations or revenues fronegisting
customer base. In July of 2005, our PennsylvanieCkxecuted a three-year commercial agreementveitizon
that has set the terms of the pricing and proviemof lines served utilizing UNE-P. We currentigopision 8% of
our CLEC access lines (or 3% of our consolidategss lines) utilizing UNE-P. Although the costs (tME-P will
increase over time pursuant to the terms of theeagent, our relatively low use of UNE-P and oulighiio migrate
some of the lines to alternative provisioning melttlogies will limit the overall impact on our cuntecost structure
The CLEC has experienced moderate increases ivérall cost to provision high capacity loops, inféice
transport facilities and dark fiber as a resulthef FCC’s changes to unbundling requirements fasetfacilities.

On September 6, 2006, Verizon filed a Petition wlith FCC requesting that it forbear from applyinguanber
of regulations to the Verizon operations in six onapetropolitan markets, one of which was the Bittgh market
area. In addition to seeking forbearance from damticarrier tariffing requirements, price cap regohs,
comparably efficient interconnection and open nekvaschitecture requirements, Verizon also soughidarance
from applying loop and transport unbundling regolas, claiming that there was sufficient competitio the
Pittsburgh market, so that the public interestarmeér required the application of these rules. @nember 5, 2007,
the FCC denied Verizon's petition for forbearanasddl on the levels of competition existing at iimetVerizon
filed its petition. Verizon (and other ILECs) remdiee to petition the FCC for similar relief, imeise and other
markets, in the future; if any such petitions ar@nged in markets in which our CLEC operates, &saiit could be t
greatly increase our cost to obtain access to éaptransport facilities.

Promotion of Universal Service

In general, telecommunications service in rurahare more costly to provide than service in urii@as
because there is a lower customer density and hagpétal requirements compared to urban areasldvie
customer density in rural areas means that swigcaind other facilities serve fewer customers angdaare
typically longer requiring greater capital expenditper customer to build and maintain. By suppgrthe high cos
of operations in our rural markets, the federalarsal service fund subsidies our rural telepharepmanies receive
are intended to promote widely available, quaktgphone service at affordable prices in ruralarbta2007 and
2006 received $46.0 million and $47.6 million, resfvely, in aggregate payments from the federalersal
service fund and the Texas universal service fund.

Federal universal service fund subsidies are paliglto carriers that are designated as eligible
telecommunications carriers, or ETCs, by a statemission. Each of our rural telephone companiesdbkas
designated as an ETC by the applicable state casiomidUnder the Telecommunications Act, howevemgetitors
can obtain the same level of federal universaliserfund subsidies as we do, per line served, if
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the ICC, PaPUC, or PUCT, as applicable, deterntimatsgranting such federal universal service furtosglies to
competitors would be in the public interest anddbmpetitors offer and advertise certain telephsmrgices as
required by the Telecommunications Act and the FO®@ ICC has granted several petitions for ETCgiesions,
but to date no other ETCs are operating in ourdl§ service area. We are not aware of any hawen filed in our
Pennsylvania or Texas service areas. Under cuniey, the subsidies received by our rural teleplmmpanies a
not affected by any such payments to competitdne. HCC proposed on January 29, 2008, to amendlés to
reduce the support available to competitors, buareeunable to predict whether or when it may adluptproposal.

With some limitations, incumbent telephone compamnézeive federal universal service fund subsidigsuan
to existing mechanisms for determining the amoohtich payments on a cost per loop basis. In 20@1F-CC
adopted an interim embedded, or historical, costirarism for a five-year period that provides prehte levels of
support to rural carriers. The FCC has extendedivkeyear period while it considers various proglesor
reforming the high-cost support fund. On Novemkl#&rZD07 the Federal-State Joint Board on Unive3sabice
(Joint Board) recommended that the Federal Comratinits Commission ( the Commission) address thg-term
reform issues facing the high-cost universal sergigpport system and make fundamental revisiotigistructure
of existing Universal Service mechanisms. Somé&efkey components of the Joint Board recommendatieto
eliminate the identical support rule, creation afhitity and broadband funds, and capping the oVérat size. In
addition they recommend the FCC seek comments wimilsotion mechanisms and reverse auctions, onaigr9,
2008, the FCC issued a public notice requestingneents on the Joint Board'’s proposals.

We cannot predict the outcome of any FCC rulemakingimilar proceedings. The outcome of any of ¢hes
proceedings or other legislative or regulatory gesncould affect the amount of universal serviggpsu received
by our rural telephone companies.

State Regulation of CCI lllinois

lllinois requires providers of telecommunicatiomeswsces to obtain authority from the ICC prior tifening
common carrier services. Our lllinois rural telepba@ompany is certified to provide local telephsagvices. In
addition, lllinois Telephone Operations’ long dista, operator services and payphone services satisidhold the
necessary certifications in lllinois and the otkites in which they operate. In lllinois, our latigtance, operator
services and payphone services subsidiaries an@eddo file tariffs with the ICC but generallyrcahange the
prices, terms and conditions stated in their tsugii one day’s notice, with prior notice of prioereases to affected
customers. Our lllinois Telephone Operations offe@vices are not subject to any significant steggilations in
lllinois. Our Other lllinois Operations are not geitt to any significant state regulation outsideny specific
contractually imposed obligations.

Our lllinois rural telephone company operates ds@inct company from an Illinois regulatory staody and i
regulated under a rate of return system for ireitastevenues. Although the FCC has preempted cestiztie
regulations pursuant to the Telecommunications &sgxplained above, lllinois retains the authdotimpose
requirements on our lllinois rural telephone compempreserve universal service, protect publiesafind welfare,
ensure quality of service and protect consumensirfstance, our lllinois rural telephone companysifie tariffs
setting forth the terms, conditions and pricest®mtrastate services and these tariffs may ladlenged by third
parties. Our lllinois rural telephone company hashad, however, a general rate proceeding belieréQC since
1983.

The ICC has broad authority to impose service tualid service offering requirements on our lllsairal
telephone company, including credit and collecpolicies and practices, and to require our lllineisal telephone
company to take other actions in order to insuat ithmeets its statutory obligation to providaable local
exchange service. In particular, we were requioeghtain the approval of the ICC to effect the gamization we
implemented in connection with our IPO. The ICC aagd various conditions as part of its approvahef
reorganization, including (1) prohibitions on payrhef dividends or other cash transfers from ICoQs$ if ICTC
fails to meet or exceed agreed benchmarks for aribapf seven service quality metrics and (2) thguirement
that ICTC have access to the higher of $5.0 milboits currently approved capital
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expenditure budget for each calendar year througgn@ination of available cash and amounts availabder
credit facilities. During 2007 we satisfied eachtlug applicable lllinois regulatory requirementsegsary to permit
ICTC to pay dividends to us.

Any requirements or restrictions of this type colitcit the amount of cash that is available to faesferred
from our lllinois rural telephone company to thenGany and could adversely impact our ability to hes debt
service requirements and to pay dividends on oomeon stock.

The lllinois General Assembly has made major revisiand added significant new provisions to théiqus of
the lllinois Public Utilities Act governing the refgtion and obligations of telecommunications @gion at least
three occasions since 1985. In 2007, the lllinaa&al Assembly addressed competition for cablevateb
services and enacted legislation authorizing &wide licensing by the ICC. This legislation alsgpbsed
substantial state-mandated consumer service arsdioc@r protection requirements on providers of cabtévideo
services. The requirements generally became apjgita us on January 1, 2008. We are operatingnmptiance
with the requirements of the new law. Although veerdr franchise agreements for cable and video ssriicall the
towns we serve, this statewide franchising authavitl simplify the process in the future. The tibis General
Assembly concluded its session in May 2007 and nmadedditional changes to the current state teleconication
law except to extend the sunset date from Julyp@7 20 July 1, 2009. The governor signed the stidtewideo bill
and the extension into law. As a result, we exfiettthe Illinois General Assembly will again catesiamendmen
to the telecommunications article of the lllinoigkific Utilities Act in 2009.

State Regulation of CCl Texas

Texas requires providers of telecommunicationsisesvto obtain authority from the PUCT prior toesfhg
common carrier services. Our Texas rural teleptoamepanies are each certified to provide local tebeye services
in their respective territories. In addition, owxks long distance and transport subsidiariesegistered with the
PUCT as interexchange carriers. The transport gigtvgialso has obtained from the PUCT a serviceigen
certificate of operating authority (“SPCOA”") to bmtassist the transport subsidiary with its openatin municipal
areas. Recently, to assist with expanding serwtfesings, Consolidated Communications Network 8=, Inc.
also obtained an SPCOA from the PUCT. While ouraBenural telephone company services are extensively
regulated by the PUCT, our other services, sudbragdistance and transport services, are not sutgeany
significant state regulation.

Our Texas rural telephone companies operate d@nalisbmpanies from a Texas regulatory standp&ath
Texas rural telephone company is separately regilay the PUCT in order to preserve universal sepprotect
public safety and welfare, ensure quality of senaad protect consumers. Each Texas rural teleptmmeany also
must file and maintain tariffs setting forth thents, conditions and prices for its intrastate s®vi

Currently, both Texas rural telephone companie lwwnunity from adjustments to their rates, inchgdtheir
intrastate network access rates, due to theirieteof incentive regulation under the Texas Publiitities
Regulatory Act, or PURA. In order to qualify forighncentive regulation, our rural telephone comesagreed to
fulfill certain infrastructure requirements and.gxrchange, they are not subject to challenge b{PWET regarding
their rates, overall revenues, return on investgiital or net income.

There are two different forms of incentive reguatdesignated by PURA: Chapter 58 and Chapter 59.
Generally under either election, the rates, inelgdietwork access rates, an incumbent telephonpamymay
charge in connection with basic local services oabe increased from the amount(s) on the datéecfien without
PUCT approval. Even with PUCT approval, increasasanly occur in very specific situations. Pricfiexibility
under Chapter 59 is extremely limited. In contr@tapter 58 allows greater pricing flexibility onmbasic networl
services, customer specific contracts and new &3 Vi

Initially, both Texas rural telephone companies®&ld incentive regulation under Chapter 59 andlifedf the
applicable infrastructure requirements to mainta@ir election status. Consolidated Communicatufribexas
Company made its election on August 17, 1997. ateted Communications of Fort Bend Company
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made its election on May 12, 2000. On March 25320@@th Texas rural telephone companies changédetieetior
status from Chapter 59 to Chapter 58. The rate&®ér basic services with respect to the cuiGdpter 58
elections expired on March 24, 2007. After the fegeze related to the Chapter 58 elections expinesTexas
telephone companies are allowed, with PUCT appradaitional pricing flexibility for basic serviceBurthermore,
the Texas telephone companies have taken the aegessps to ensure the other protections affobyettieir
Chapter 58 elections continue after the initiab fageze for basic services expires.

In connection with the 2003 election by each of Bexas rural telephone companies to be governedrard
incentive regulation regime, our Texas rural tetephcompanies were obligated to fulfill certairrastructure
requirements. While our Texas rural telephone canigsahave met the current infrastructure requirdsméhe
PUCT could impose additional or other restrictiofishis type in the future. Any requirements ortrieons of this
type could limit the amount of cash that is avdéaio be transferred from our rural telephone comgsato
Consolidated Communications Acquisition Texas, & could adversely impact our ability to meet deiot
service requirements and repayment obligations.

In September 2005, the Texas Legislature adoptgaifisiant telecommunications legislation. This gtion
created, among other provisions, a statewide Videwhise for telecommunications carriers, establisa
framework for deregulation of the retail telecomneations services offered by incumbent local tetecwnication
carriers, created requirements for incumbent lemlatommunications carriers to reduce intrastatesscharges
upon the deregulation of markets and directed th€Pto initiate a study of the Texas Universal $sund. The
PUCT study was completed and submitted to the Teggslature in 2007. That study recommended tiaSmall
Company Area High-Cost Program, which covers owa$delephone companies, should be reviewed bl theT
from a policy perspective regarding basic locaplone service rates and lines eligible for supfdr PUCT has
not yet initiated a proceeding to conduct suchvéere. Additionally, the Texas Legislature may addréssues of
importance to rural telecommunications carrier§émas, including the Texas Universal Service Fimthe 2009
Legislative session.

Texas Universal Service

The Texas universal service fund was establish&dmPURA and is administered by NECA. The law dise
the PUCT to adopt and enforce rules requiring lesahange carriers to contribute to a state uréaervice fund
which assists telecommunications providers in o basic local telecommunications service ataeable rates
in high cost rural areas. The Texas universal serfiind is also used to reimburse telecommunicatpwaviders for
revenues lost by providing Tel-Assistance and imiberse carriers for providing lifeline service.élfiexas
universal service fund is funded by a statewideghaayable by specified telecommunications praogidé rates
determined by the PUCT. Our Texas rural telephamepanies qualify for disbursements from this fundspant to
criteria established by the PUCT. We received Texagersal service fund subsidies of $19.0 millasrb.8% of ou
revenues in 2007 and $19.5 million, or 6.0% of mwenues in 2006. Under the new PURA rules the PU&sT
reviewed the Texas universal service fund and themprocess of conducting a hearing to deterntiaesize and
scope of the Large Company Area High-Cost Progiidme.PUCT has not yet taken any action to chang&ihall
Company Area High-Cost Program, which covers owa$delephone companies. We anticipate the Texas
legislature may take some action regarding the Jexdaversal service fund during the 2009 legistatession.
What specific action will be taken is uncertairiras time.

State Regulation of North Pittsburgh

The PAPUC regulates the rates, the system of finhaccounts for reporting purposes, certain aspefct
service quality, billing procedures, universal seevfunding and other aspects related to our tetaphone
company and CLEC's provision of intrastate servitesaddition, the PAPUC sets the rates and teons f
interconnection between carriers within the guitkdi ordered by the FCC.
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Price Regulation

Effective January 22, 2001, under a statutory fraork referred to as Chapter 30, North Pittsburglveaofron
rate-of-return regulation in the intrastate jurgtin to an alternative form of regulation, whiclswa price cap plan.
Under North Pittsburgh’s price cap plan, rateston-competitive intrastate services were alloweith¢oease based
on an index that measures economy-wide price isegekess a productivity offset. In return for apaiaf the
alternative form of regulation, North Pittsburghumitted to continue to upgrade its network in thiufe to ensure
that all its customers would have access to braadlibarvices. The original Chapter 30 legislatiopieed due to
legislative sunset provisions on December 31, 2@08November 30, 2004, Act 183 was signed intoifaw
Pennsylvania. Act 183 implemented new Chapter §8lition, which continued many aspects of the farm
Chapter 30 provisions (as described above) butaalded some options for ILECs in regard to altéveatgulation
On February 25, 2005, North Pittsburgh filed an Aded Alternative Form of Regulation and Network
Modernization Plan with the PAPUC pursuant to A881In that filing, in addition to modifying its jor Chapter 3(
Plan to comport with the new statute, North Pittgbucommitted to accelerate its deployment of @uitdus
broadband (defined as 1.544 mbps) network througkoantire service area to December 31, 2008eturn for
making this commitment, North Pittsburgh is no lengubject to a productivity offset when calculgtthe Price
Stability Index component of its annual price digbmechanism filing. On June 2, 2005, the PAPpraved
North Pittsburg’s amended plan with no significant changes. N&ittsburgh is already in the process of updating
its broadband infrastructure for general businesscampetitive purposes, and we do not anticigeethe
acceleration of our broadband commitment date uadeamended Network Modernization Plan will requany
material additional amount of capital expendituresn what otherwise is planned to be spent in threal course «
business.

Pennsylvania Universal Service and Access Charges

In an order entered September 30, 1999, the PARE@art of a proceeding that resolved a numbeendipg
issues, ordered ILECs, including North Pittsbutgtrebalance and lower intrastate toll and switchezkss rates.
that same Order, the PAPUC also created a Penméylumiversal Service Fund (PAUSF) to help offéet ibss of
ILEC revenues due to the reduction in toll and asaates. In 2003, the PAPUC, pursuant to a settigrordered
ILECs to further rebalance and reduce intrastateseccharges and left the PAUSF in place pendirtigefureview.
Currently, North Pittsburgh’s annual receipts frand contributions to the PAUSF total $5.2 milliorda
$0.3 million, respectively. Penn Telecom receivegunding from the PAUSF but currently contribu$fs2 million
on an annual basis. Under the Act 183 change%t®tblic Utility Code, the PAPUC may not requireEC to
reduce intrastate access rates except on a renentr@al basis.

In 2004, PAPUC instituted a third generic reviewaotess charges. This proceeding may affect botthNo
Pittsburgh’s and Penn Telecom’s access charge i#tesproceeding also may affect the amount of ifumnthat
North Pittsburgh receives from the PAUSF and thewarts that North Pittsburgh and Penn Telecom duuttiito
that fund. The PAPUC, subsequently, has twice aijifest a stay is appropriate while awaiting an FGIhg in its
Unified Compensation docket. The request for atkiay is now pending before the PAPUC and is ogibby
several parties. It is not known when the PAPUQ milke. During the period of the stay the curreALISF
continues under the existing regulations.

Local Government Authorizations

In lllinois, we historically have been requireddbtain franchises from each incorporated munidpah which
our lllinois rural telephone company operates. &ffe January 1, 2003, an lllinois state statutspribes the fees
that a municipality may impose on our lllinois rutelephone company for the privilege of originatisnd
terminating messages and placing facilities withim municipality. lllinois Telephone Operations nago be
required to obtain from municipal authorities pasior street opening and construction, or opegdaftianchises to
install and expand fiber optic facilities in spésif rural areas and from county authorities in ooiporated areas.
These permits or other licenses or agreementsaijpiequire the payment of fees. Similar to llisoPennsylvania
also operates under a fee based structure.
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In Texas, incumbent telephone companies have haatlyrbeen required to obtain franchises from each
incorporated municipality in which our Texas rurglephone companies operate. In 1999, Texas enkgfisthtion
generally eliminating the need for incumbent telapdh companies to obtain franchises or other licetsease
municipal rights-of-way for delivering services.ygents to municipalities for rights-of-way are adistered
through the PUCT and through a reporting processdayy incumbent telephone company and other similar
telecommunications provider. Incumbent telephomagnies still need to obtain permits from municigathorities
for street opening and construction, but most nsde obtaining municipal authorizations for accesgghts-of-
way have been streamlined or removed.

Our Texas rural telephone companies still operateyant to the terms of municipal franchise agregsia
some territories served by Consolidated Communminatof Fort Bend Company. As the franchises expiey are
not being renewed.

Broadband and Internet Regulatory Obligations

In connection with our Internet access offerings,asuld become subject to laws and regulationeesdre
adopted or applied to the Internet. To date, th€ R@s treated Internet Service Providers, or IS8€nhanced
service providers, rather than common carriers,thacefore ISPs are exempt from most federal aate segulatior
including the requirement to pay access chargesmiribute to the federal USF. As Internet serviegsand,
federal, state and local governments may adops ane regulations, or apply existing laws and ratipnhs to the
Internet.

In 2005, the FCC adopted a comprehensive regulétanyework for facilities-based providers of wiredi
broadband Internet access service. The FCC detednirat facilities-based wireline broadband Inteateess
service is an information service. This decisiomcpl the federal regulatory treatment of DSL seririgoarity with
the federal regulatory treatment of cable modemicerFacilities-based wireline carriers are petexito offer
broadband Internet access transmission arrangefioemtéreline broadband Internet access serviceas common
carrier basis or a non-common carrier basis. Rex@from wireline broadband Internet access seaiieao longer
subject to assessment for the federal Universali@eFund.

The emerging technology application known as VQIR lbe used to carry voice communications serviges 0
a broadband Internet connection. The FCC has thiidsome VOIP arrangements are not subject tdatgu as
telephone services. In 2004, the FCC ruled thaaice¥/ OIP services are jurisdictionally intersteaed it preempted
the ability of the states to regulate some VOIPRliappions or providers. A number of state regulatoave filed
judicial challenges to that preemption decisione HCC has pending a proceeding that will addresspiplicability
of various regulatory requirements to VOIP provigéncluding the payment of access charges ansiujgort of
programs such as Universal Service and EnhancedEXphnded use of VOIP technology could reduceatfoess
revenues received by local exchange carriers kk&\le cannot predict whether or when VOIP proviageay be
required to pay or be entitled to receive acceasges or USF support, the extent to which uselsswiistitute
VOIP calls for traditional wireline communicationsthe impact of the growth of VOIP on our revenues

Our Internet access offerings may become subjentwdy adopted laws and regulations. Currentlyretexists
only a small body of law and regulation applicaisi@ccess to, or commerce on, the Internet. Asitiréficance of
the Internet expands, federal, state and localgowvents may adopt new rules and regulations oryagpséting law:
and regulations to the Internet. The FCC is culyeetiiewing the appropriate regulatory framewodvgrning high
speed access to the Internet through telephoneaid providerscommunications networks. We cannot predict
outcome of these proceedings, and they may affeategulatory obligations and the form of competitfor these
services.

Video service is lightly regulated by the FCC atatesregulators. Such regulation is limited to camp
registration, broadcast signal call sign managepfeatcollection and administrative matters suckasal
Employment Opportunity reporting. IPTV rates ar¢ mgulated.
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Iltem 1A. Risk Factors

On February 26, 2008, we gave notice of our intentd call the outstanding senior notes on Aprd08. We
anticipate replacing the senior notes with procdesia a term loan under our credit facility, whishdescribed in
more detail under “Liquidity and Capital Resourceshtained in Item 7. “Management’s Discussion Andlyis of
Financial Condition and Results of Operations.” Téren loan will bear interest at LIBOR + 2.50%. Asgng the
redemption is completed as anticipated, the reimis under the indenture referred to throughoistAmnual Repol
on Form 10-K would no longer apply.

Risks Relating to Our Common Stock

You may not receive dividends because our boardidgctors could, in its discretion, depart from ehange our
dividend policy at any time.

We are not required to pay dividends, and our $tolders are not guaranteed, and do not have couditaar
other rights, to receive dividends. Our board oédiors may decide at any time, in its discrettorgecrease the
amount of dividends, otherwise change or revokaliieend policy or discontinue entirely the payreh
dividends. Our board could depart from or changeditidend policy, for example, if it were to det@ne that we
had insufficient cash to take advantage of oth@odpnities with attractive rates of return. In @ubah, if we do not
pay dividends, for whatever reason, your sharegiotommon stock could become less liquid and theket price
of our common stock could decline.

We might not have cash in the future to pay dividinin the intended amounts or at all.

Our ability to pay dividends, and our board of dicgs’ determination to maintain our dividend pyliwill
depend on numerous factors, including the following

« the state of our business, the environment in whietoperate and the various risks we face, inclydt
not limited to, competition, technological changeanges in our industry, regulatory and other risks
summarized in this Annual Report Form 1(-K;

« changes in the factors, assumptions and otherdenations made by our board of directors in revigmand
adopting the dividend policy, as described undeavitiznd Policy and Restrictions” in Item 5 of thsnual
Report orForm 1(-K;

« our future results of operations, financial coraditiliquidity needs and capital resourc

 our various expected cash needs, including intamedtany future principal payments on our indebésdn
capital expenditures, taxes, pension and othe-retirement contributions and certain other cogts

* potential sources of liquidity, including borrowingder our revolving credit facility or possiblesassales

While our estimated cash available to pay divideiodshe year ended December 31, 2007 was suftiteepay
dividends in accordance with our dividend polidyqur future estimated cash available to pay diwdewere to fall
below our expectations, our assumptions as to attitncash needs are too low or if other applicabé&imptions
were to prove incorrect, we may need to:

« either reduce or eliminate divident

« fund dividends by incurring additional debt (to #dent we were permitted to do so under the ageatsn
governing our then existing debt), which would &ese our leverage, debt repayment obligationsraaces!
expense and decrease our interest coverage, ngsimtiamong other things, reduced capacity toridelt
for other purposes, including to fund future dividgpayments

» amend the terms of our credit agreement or indenttiour lenders agreed, to permit us to pay @imiks or
make other payments if we are otherwise not pegdhiid do so
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« fund dividends from future issuances of equity siies, which could be dilutive to our stockholdeirsd
negatively effect the price of our common stc

« fund dividends from other sources, such as sudly asset sales or by working capital, which woelavke us
with less cash available for other purposes;

* reduce other expected uses of cash, such as caxiahditures

Over time, our capital and other cash needs withiiably be subject to uncertainties, which codfdct
whether we pay dividends and the level of any dimits we may pay in the future. In addition, if welsto raise
additional cash from additional debt incurrence@uity security issuances, we cannot assure ydistith
financing will be available on reasonable termataall. Each of the results listed above could tiegly affect our
results of operations, financial condition, liqaydand ability to maintain and expand our business.

Because we are a holding company with no operations will not be able to pay dividends unless
subsidiaries transfer funds to u:

As a holding company we have no direct operationsaur principal assets are the equity interestbole in
our respective subsidiaries. In addition, our siibsies are legally distinct from us and have nligalion to transfe
funds to us. As a result, we are dependent onethigts of operations of our subsidiaries and, basettheir existing
and future debt agreements (such as the creditiamgnt), state corporation law of the subsidiaries state
regulatory requirements, their ability to trandfamds to us to meet our obligations and to payd#inds.

You may not receive dividends because of restritgiin our debt agreements, Delaware, lllinois and
Pennsylvania law and state regulatory requiremer

Our ability to pay dividends will be restricted byrrent and future agreements governing our debiyding
our credit agreement and our indenture, Delawaddliinois law and state regulatory requirements.

< Our credit agreement and our indenture restrictatility to pay dividends. Based on the resultsmdration:
from October 1, 2005 through December 31, 2007Avaald have been able to pay a dividend of
$60.6 million based on the restricted payment camencontained in our credit agreement and indenfris
is based on the ability of the borrowers underciieglit facility (Consolidated Communications, Inc,
Consolidated Communications Acquisition Texas, &rad North Pittsburgh Systems, Inc.) to pay to the
Company $60.6 million in dividends and the abitifythe Company to pay to its stockholders $101 Hiani
in dividends under the general formula under tistricted payments covenants of the indenture, coniyno
referred to as the build-up amount. After givingeef to the dividend of $11.4 million which was thred in
November of 2007 and paid on February 1, 2008, autdcpay a dividend of $49.2 million under the gt
facility and $89.7 million under the indenture. Tdmaount of dividends we will be able to pay undwer t
build-up amount will be based, in part, on the amaf cash that may be distributed by the borroweier
the credit agreement to us. In addition, basecherirntdenture provision relating to public equitfesings,
which includes our IPO that was completed July205, we expect that we will be able to pay
approximately $4.1 million annually in dividendsibgect to specified conditions. This means thatweld
pay approximately $4.1 million in dividends undeistprovision in addition to whatever we may beeabl
pay under the build-up amount, although a divideagment under this provision will reduce the amouat
otherwise would have available to us underbuild-up amount for restricted payments, including divider

» Under Delaware law, our board of directors mayawhorize payment of a dividend unless it is eifbedd
out of our surplus, as calculated in accordanch thi¢ Delaware General Corporation law, or the DG@3Lif
we do not have a surplus, it is paid out of ourprefits for the fiscal year in which the dividersddeclared
and/or the preceding fiscal year. The lllinois Bigsis Corporation Act also imposes limitations anahility
of our subsidiaries that are lllinois corporatioimgjuding ICTC, to declare and pay dividends. The
Pennsylvania Business Corporation law imposes airfithitation on our subsidiaries that are Penrexyia
corporations, including North Pittsburc
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« State Commissions could require our rural teleplammepanies to make minimum amounts of capital
expenditures and could limit the amount of cashlalke to transfer from our rural telephone comparto
us. Our lllinois, Pennsylvania and Texas ILECSI&EC, Consolidated Communications of Pennsylvania
Company, Consolidated Communications of Fort Beath@any and Consolidated Communications of T
Company. The ICC imposed various conditions oafiisroval of the reorganization consummated in
connection with the completion of our IPO, incluglifl) prohibitions on the payment of dividends threv
cash transfers from ICTC, our lllinois rural teleple company, to us if it fails to meet or exceegtad
benchmarks for a majority of seven service quatigtrics for the prior reporting year and (2) thguieemen
that our lllinois rural telephone company have asde the higher of $5.0 million or its currentjypsoved
capital expenditure budget for each calendar yeaugh a combination of available cash and amounts
available under credit facilities. In addition, tfieois Public Utilities Act prohibits the paymenf dividend:
by ICTC, except out of earnings and earned surffliGTC’s capital is or would become impaired by
payment of the dividend, or if payment of the dend would impair ICTC's ability to render reasoreahhd
adequate service at reasonable rates, unless @heth@rwise finds that the public interest requpagment
of the dividend, subject to any conditions impobgdhe ICC. The PAPUC has placed debt and trarsacti
cost recovery restrictions for a three year petiad could have an impact to the payment of divilde

We expect that our cash income tax liability wildrease in 2008 as a result of the use of, and tatibns on, our
net operating loss carryforwards, which will reducair after-tax cash available to pay dividends amay require
us to reduce dividend payments in future periods.

We expect that our cash income tax liability wiltiease in 2008, which may limit the amount of casthave
available to pay dividends. Under the Internal RexeCode, in general, to the extent a corporatamldsses in
excess of taxable income in a taxable period,llitgenerate a net operating loss or NOL that magdreied back or
carried forward and used to offset taxable incomgrior or future periods. As of December 31, 200& have
approximately $5.2 million of federal net operatingses, net of valuation allowances, availablastto carry
forward to periods beginning after December 31,720he amount of an NOL that may be used in a taxgdar to
offset taxable income may be limited, such as wdearporation undergoes an “ownership change” under
Section 382 of the Internal Revenue Code. We expegptnerate taxable income in the future, whidhbe offset
by our NOLs, subject to limitations, such as ur@lection 382 of the Internal Revenue Code as atresalr IPO
and prior ownership changes. Once our NOLs have beed or have expired, we will be required to pagitional
cash income taxes. The increase in our cash intaxrl&bility will have the effect of reducing oafter-tax cash
available to pay dividends in future periods ang meguire us to reduce dividend payments on oumsomstock ir
such future periods.

If we continue to pay dividends at the level curtBnanticipated under our dividend policy, our aliif to pursue
growth opportunities may be limitet

We believe that our dividend policy could limit,tmot preclude, our ability to grow. If we continpaying
dividends at the level currently anticipated unoler dividend policy, we may not retain a sufficiamount of cash,
and may need to seek financing, to fund a matexphnsion of our business, including any signifiGeyuisitions
or to pursue growth opportunities requiring capégbenditures significantly beyond our current extatons. The
risks relating to funding any dividends, or othaslt needs as a result of paying dividends, are suinea above. |
addition, because we expect a significant portiocash available will be distributed to the holdef®ur common
stock under our dividend policy, our ability to pue any material expansion of our business wileddmmore than
it otherwise would on our ability to obtain thirdny financing. We cannot assure you that sucmfiimeg will be
available to us on reasonable terms or at all.
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Our organizational documents could limit or delayather party s ability to acquire us and, therefore, cou
deprive our investors of the opportunity to obtartakeover premium for their shares.

A number of provisions in our amended and restesgtificate of incorporation and bylaws will make i
difficult for another company to acquire us. Thpsavisions include, among others, the following:

« dividing our board of directors into three classeisich results in only approximately one-third efrdoard
of directors being elected each ye

* requiring the affirmative vote of holders of nasdethan 75% of the voting power of our outstandioigimon
stock to approve any merger, consolidation or shldl or substantially all of our asse

« providing that directors may only be removed fansgmand then only upon the affirmative vote of baddbf
not less than tw-thirds of the voting power of our outstanding conmstock;

« requiring the affirmative vote of holders of nosdethan two-thirds of the voting power of our cansting
common stock to amend, alter, change or repealfmmbprovisions of our amended and restated ceatié
of incorporation and bylaws (other than provisioegarding stockholder approval of any merger,
consolidation or sale of all or substantially dlbor assets, which shall require the affirmatie¢evof 75% o
the voting power of our outstanding common sto

« requiring stockholders to provide us with advanctce if they wish to nominate any persons for #dgcto
our board of directors or if they intend to propasg matters for consideration at an annual stdclene
meeting; anc

« authorizing the issuance of so-called “blank cheqmi€ferred stock without stockholder approval upooh
terms as the board of directors may detern

We are also subject to laws that may have a sireffact. For example, federal, lllinois and Penaayia
telecommunications laws and regulations generatihipit a direct or indirect transfer of controlemnour business
without prior regulatory approval. Similarly, sexti203 of the DGCL prohibits us from engaging iouainess
combination with an interested stockholder for eqekof three years from the date the person becawinaterested
stockholder unless certain conditions are met. Assalt of the foregoing, it will be difficult farnother company to
acquire us and, therefore, could limit the pricat fossible investors might be willing to pay ie fature for shares
of our common stock. In addition, the rights of sammon stockholders will be subject to, and magpdheersely
affected by, the rights of holders of any classeanes of preferred stock that may be issued iriutige.

The concentration of the voting power of our commstock ownership could limit your ability to influgce
corporate matters.

On December 31, 2007, Central lllinois Telephonleiciv is controlled by our Chairman, Richard A. Lugdmp
owned approximately 19.1% of our common stock.ddion, our executive management owned approxipate
2.1%. As a result, these investors will be ablsigmificantly influence all matters requiring stbikder approval,
including:

» the election of director:

* significant corporate transactions, such as a mengether sale of our company or its assets, prévent
any such transactio

* acquisitions that increase our amount of indebtssloe sell reveni-generating asset
 corporate and management polici

< amendments to our organizational documents;

« other matters submitted to our stockholders forreygd.
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This concentrated share ownership will limit yobility to influence corporate matters and, as altesve may
take actions that other stockholders do not vieWeaficial, which may adversely affect the magite of our
common stock.

Risks Relating to Our Indebtedness and Our Capitatructure

We have a substantial amount of debt outstandinglanay incur additional indebtedness in the futumghich
could restrict our ability to pay dividends.

We have a significant amount of debt outstandirgofADecember 31, 2007, we had $891.6 million tdlto
long-term debt outstanding, excluding the curremtipn, and $155.4 million of stockholders’ equitthe degree to
which we are leveraged could have important coresecgs for you, including:

* requiring us to dedicate a substantial portionwfeash flow from operations to make interest payisien
our debt, which payments we currently expect tafgeroximately $64.0 to $67.0 million in 2008, theyre
reducing funds available for operations, futureibess opportunities and other purposes and/or elinld on
our common stock

« limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we
operate

< making it more difficult for us to satisfy our dedntd other obligation:

« limiting our ability to borrow additional funds, to sell assets to raise funds, if needed, for wgrkapital,
capital expenditures, acquisitions or other purpg

« increasing our vulnerability to general adverseneooic and industry conditions, including changes in
interest rates; ar

* placing us at a competitive disadvantage comparedit competitors that have less dt

We cannot assure you that we will generate sufftaievenues to service and repay our debt and $usfieient
funds left over to achieve or sustain profitabilityour operations, meet our working capital anpited expenditure
needs, compete successfully in our markets or pégiethds to our stockholders. In addition, becauséhave an
additional 3.32 million shares outstanding as altexd the North Pittsburgh merger, our annual amaxpended
for dividends will increase materially if the cuntedividend per share is maintained.

Subject to the restrictions in our indenture aretlitragreement, we may be able to incur additideat. As of
December 31, 2007, we would have been able to mgproximately $134.3 million of additional debtti#ough
our indenture and credit agreement contain restniston our ability to incur additional debt, thesstrictions are
subject to a number of important exceptions. Ifimair additional debt, the risks associated withsubstantial
leverage, including our ability to service our defbuld likely increase.

We will require a significant amount of cash to séce and repay our debt and to pay dividends on cammon
stock, and our ability to generate cash dependswany factors beyond our contra

We currently expect our cash interest expense &ppeoximately $64.0 to $67.0 million in fiscal ye®08.
Future interest expense will be significantly higtien historic interest expense as a result didridevels of
indebtedness incurred to consummate the NorthbRityh merger. Our ability to make payments on @lténd to
pay dividends on our common stock will depend onahility to generate cash in the future, whichl @é@pend on
many factors beyond our control. We cannot assouetlyat:

« our business will generate sufficient cash flownfroperations to service and repay our debt, pageiins
on our common stock and to fund working capital plathned capital expenditure

« future borrowings will be available under our ctddtilities or any future credit facilities in @mount
sufficient to enable us to repay our debt and paigeinds on our common stock;

« we will be able to refinance any of our debt on ooencially reasonable terms or at .
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If we cannot generate sufficient cash from our apens to meet our debt service and repayment atidigs,
we may need to reduce or delay capital expendittinesdevelopment of our business generally andhaguisitions
If for any reason we are unable to meet our datvicgeand repayment obligations, we would be irad&funder the
terms of the agreements governing our debt, whichldvallow the lenders under our credit facilitiesleclare all
borrowings outstanding to be due and payable, wiizhld in turn trigger an event of default under mdenture. I
the amounts outstanding under our credit facilitiesur senior notes were to be accelerated, weotassure you
that our assets would be sufficient to repay ihthé money owed to the lenders or to our othet telders.

Our indenture and credit agreement contain covenaribat limit the discretion of our management in egating
our business and could prevent us from capitaliziog business opportunities and taking other corpteactions.

Our indenture and credit agreement impose sigmfioperating and financial restrictions on us. Ehes
restrictions limit or restrict, among other thingsy ability and the ability of our subsidiariesitare restricted by
these agreements to:

« incur additional debt and issue preferred st

« make restricted payments, including paying dividead, redeeming, repurchasing or retiring our apit
stock;

« make investments and prepay or redeem ¢

 enter into agreements restricting our subsidi’ ability to pay dividends, make loans or transfesess to us
 create liens

« sell or otherwise dispose of assets, includingtabpiock of subsidiarie:

* engage in transactions with affiliat¢

« engage in sale and leaseback transact

« make capital expenditure

< engage in business other than telecommunicatiosisdsses; an

 consolidate or merg

In addition, our credit agreement requires, andfatyre credit agreements may require, us to corwily
specified financial ratios, including ratios regagfltotal leverage, and interest coverage. Ouitaltd comply with
these ratios may be affected by events beyondantral. These restrictions:

« limit our ability to plan for or react to marketruditions, meet capital needs or otherwise restiictactivities
or business plans; al

* adversely affect our ability to finance our opeyas, enter into acquisitions or to engage in olusiness
activities that would be in our intere

In the event of a default under the credit agrednika lenders could foreclose on the assets gpithtatock
pledged to them.

A breach of any of the covenants contained in oedit agreement, or in any future credit agreemenmteur
inability to comply with the financial ratios coutdsult in an event of default, which would alldvetienders to
declare all borrowings outstanding to be due anyipi, which would in turn trigger an event of défainder the
indenture. If the amounts outstanding under ouditfacilities were to be accelerated, we cannstiesyou that oL
assets would be sufficient to repay in full the mpowed to the lenders or to our other debt holders
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We face the risks of either not being able to refitce our existing debt if necessary or doing sadtigher
interest expense.

Our senior notes mature in 2012 and our creditifi@s mature in full in 2014. We may not be aldea¢finance
our senior notes or renew or refinance our creditifies or any renewal or refinancing may occofess favorable
terms. If we are unable to refinance or renew euics notes or our credit facilities, our failucerepay all amounts
due on the maturity date would cause a defaultutideindenture or the credit agreement. In addjtour interest
expense may increase significantly if we refinangesenior notes or our credit facilities on tetimst are less
favorable to us than the existing terms of our@enotes or credit facilities, which could impaurability to pay
dividends. As of December 31, 2007, our seniorsbtar interest at® 4% per year and our credit facilities bear
interest at LIBOR + 2.50%.

Risks Relating to Our Business

The telecommunications industry is generally subjjéa substantial regulatory changes, rapid develogmhand
introduction of new technologies and intense comifieh that could cause us to suffer price reductisncustomer
losses, reduced operating margins or loss of markedre.

The telecommunications industry has been, and \evieewill continue to be, characterized by sevérahds,
including the following:

« substantial regulatory change due to the passatjargriementation of the Telecommunications Act, athi
included changes designed to stimulate competitioboth local and long distance telecommunications
services

* rapid development and introduction of new techniglegnd service:

* increased competition within established markeimfcurrent and new market entrants that may provide
competing or alternative service

« the blurring of traditional dividing lines betweeamd the bundling of, different services, suchoasll dial
tone, long distance, wireless, cable, data andrateservices; an

e an increase in mergers and strategic alliancesatlwat one telecommunications provider to offeraased
services or access to wider geographic mar

We expect competition to intensify as a result@frcompetitors and the development of new techiedog
products and services. Some or all of these riskg cause us to have to spend significantly moapital
expenditures than we currently anticipate to keegtiag and attract new customers.

Many of our voice and data competitors, such ategatoviders, Internet access providers, wirelesgise
providers and long distance carriers have branogrgtion and financial, personnel, marketing artteotresources
that are significantly greater than ours. In additidue to consolidation and strategic alliancehkiwithe
telecommunications industry, we cannot predictrthenber of competitors that will emerge, especiafiya result of
existing or new federal and state regulatory oislagive actions. Such increased competition frosisterg and new
entities could lead to price reductions, loss aftomers, reduced operating margins or loss of mahaze.

The use of new technologies by other, existing camies may increase our costs and cause us to lostarmers
and revenues.

The telecommunications industry is subject to rapid significant changes in technology, frequemt service
introductions and evolving industry standards. Tedbgical developments may reduce the competitisgé our
services and require unbudgeted upgrades, signifeaital expenditures and the procurement oftewhdil service
that could be expensive and time consuming. NewicEs arising out of technological developments meuce th
competitiveness of our services. If we fail to @sg successfully to technological changes or olsselece or fail to
obtain access to important new technologies, wéddose customers and revenues and be limitedriability to
attract new customers or sell new services to our
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existing customers. The successful developmengéwfservices, which is an element of our businassesty, is
uncertain and dependent on many factors, and wenmtagenerate anticipated revenues from such sswiehich
would reduce our profitability. We cannot prediut teffect of these changes on our competitive ipositosts or
our profitability.

In addition, part of our marketing strategy is lthea market acceptance of DSL and IPTV. We expexttdn
increasing amount of our revenues will come fromvjaling DSL and IPTV. The market for high-speecmet
access is still developing, and we expect currentpetitors and new market entrants to introducepetimg
services and to develop new technologies. Likevifseability to deliver high quality video servioger traditional
telephone lines is a new development that has etdigen proven. The markets for these servicesl dailito
develop, grow more slowly than anticipated or bee@aturated with competitors with superior pricimgervices.
In addition, our DSL and IPTV offerings may becosubject to newly adopted laws and regulations. @enot
predict the outcome of these regulatory developmenhow they may affect our regulatory obligationghe form
of competition for these services. As a resultcaeld have higher costs and capital expendituogged revenues
and greater competition than expected for DSL &1t/ services.

The integration of the Company and North Pittsburghay present significant challenges.

We may face significant challenges in combiningtN&ittsburgh’s operations into our existing opiera in a
timely and efficient manner and in retaining keyrtidPittsburgh personnel. The failure to integsatecessfully
North Pittsburgh and to manage successfully théeriges presented by the integration process nmaytre us no
achieving the anticipated benefits of the mergeiuiding operational and financial synergies.

We will incur additional integration and restructung costs in connection with the completed NorthttBburgh
merger.

We have incurred and will continue to incur sigrafit costs in connection with the North Pittsbumggrger,
including fees of our attorneys, accountants amanial advisor. We will incur integration and resturing costs
following the completion of the merger as we intggrour businesses with the businesses of Nort$sbBigh.
Although we expect that the realization of effiai&rs related to the integration of the businesskoffset
incremental transaction, integration and restriltucosts over time, we cannot give any assuramatethis net
benefit will be achieved in the near term.

Our possible pursuit of future acquisitions coulcelexpensive, may not be successful and, evensfsticcessful,
may be more costly than anticipated.

Our acquisition strategy entails numerous risk® plrsuit of acquisition candidates could be exyerand
may not be successful. Our ability to complete faitacquisitions will depend on our ability to idénsuitable
acquisition candidates, negotiate acceptable téwntheir acquisition and, if necessary, finanoesthacquisitions,
in each case, before any attractive candidateguarhased by other parties, some of whom may heeesgey
financial and other resources than us. Whethepobany particular acquisition is closed succesgfhch of these
activities is expensive and time consuming and ddikely require our management to spend considertane and
effort to accomplish them, which would detract fridmir ability to run our current business. We nfege
unexpected challenges in receiving any requiredayaits from the FCC, the ICC, the PAPUC or othepligpble
state regulatory commissions, which could resuttelay or our not being able to consummate theiaitigun.
Although we may spend considerable expense antd &ffpursue acquisitions, we may not be succegsftibsing
them.

If we are successful in closing any acquisitions,would face several risks in integrating themadidition, any
due diligence we perform may not prove to have l@@enrate. For example, we may face unexpecteidwifés in
entering markets in which we have little or no dirgrior experience or in generating expected regeand cash
flow from the acquired companies or assets.
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If we do pursue an acquisition or other strategiogactions and any of these risks materializey, ¢tbald have
a material adverse effect on our business andhilitygo achieve sufficient cash flow, provide agate working
capital, service and repay our indebtedness ane laficient funds to pay dividends.

Poor economic conditions in our service areas ifinbis, Pennsylvania and Texas could cause us teddocal
access lines and revenues.

Substantially all of our customers and operaticeda@cated in lllinois, Pennsylvania and Texas. Thstomer
base for telecommunications services in each ofural telephone companies’ service areas in litino
Pennsylvania and Texas is small and geographicaltgentrated, particularly for residential custosn®ue to our
geographical concentration, the successful operaitial growth of our business is primarily dependenéconomic
conditions in our rural telephone companigstvice areas. The economies of these areasninaig dependent up
many factors, including:

« demographic trend:

« in lllinois, the strength of the agricultural matkand the light manufacturing and services indesstr
continued demand from universities and hospitatstha level of government spendir

« in Pennsylvania, the strength of small to mediuredibusinesses, health care and education speiadid

* in Texas, the strength of the manufacturing, hezdtle, waste management and retail industries amithciec
demand from schools and hospiti

Poor economic conditions and other factors beyamdtontrol in our rural telephone companies’ senaceas
could cause a decline in our local access linegevehues.

A system failure could cause delays or interrupt®af service could cause us to lose custom

In the past, we have experienced short, localizediptions in our service due to factors such édecdamage,
inclement weather and service failures of our thiadty service providers. To be successful, we mgld to contint
to provide our customers reliable service overraiwork. The principal risks to our network andastructure
include:

» physical damage to our central offices or locakasdines
« disruptions beyond our contr¢

* power surges or outages; €

* software defects

Disruptions may cause interruptions in serviceegluced capacity for customers, either of whichd¢@aluse u
to lose customers and incur unexpected expensgshareby adversely affect our business, revendecash flow.

Loss of a large customer could reduce our revendesaddition, a significant portion of our revenueom the
State of lllinois is based on contracts that arevfarable to the governmen

In 2007 and 2006, 46.5% and 47.0%, respectivelpuofOther Operations revenues were derived from ou
relationships with various agencies of the Statiliobis, principally the Department of Correcti®through Public
Services. Our relationship with the Department ofr€ctions accounted for 93.5% and 93.3%, respalgtiof our
Public Services revenues during 2007 and 2006 p@adecessor’s relationship with the Departmentaf€ttions
has existed since 1990 despite changes in govetradarinistrations. Nevertheless, obtaining congréam
government agencies is challenging, and governgaittacts, like our contracts with the State andlis, often
include provisions that are favorable to the goment in ways that are not standard in private coroiale
transactions. Specifically, each of our contradth the State of lllinois:

« includes provisions that allow the respective ségfency to terminate the contract without causevétitbut
penalty under some circumstanc
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« is subject to decisions of state agencies thasw@gct to political influence on renew
« gives the State of lllinois the right to renew tduamtract at its option but does not give us theesaght; anc
 could be cancelled if state funding becomes unalkl

The failure of the State of Illinois to perform wrdhe existing agreements for any reason, orrtewehe
agreements when they expire, could have a matahiarse effect on our revenues. For example, the 5t
lllinois, which represented 40.8% of the revenulesur Market Response business for 2004, awardedethewal of
the lllinois State Toll Highway Authority contradhe sole source of those revenues, to anotherdaov

If we are unsuccessful in obtaining and maintainingecessary right-of-way for our network, our operations may
be interrupted and we would likely face increasembts.

We need to obtain and maintain the necessary rigfhtgy for our network from governmental and quasi
governmental entities and third parties, such #®oaals, utilities, state highway authorities, Ibgavernments and
transit authorities. We may not be successful taioing and maintaining these rights-of-way or atitegy them on
acceptable terms whether in existing or new se@ieas. Some of the agreements relating to thgses+of-way
may be short-term or revocable at will, and we cafre certain that we will continue to have acdessxisting
rights-of-way after they have expired or terminatédny of our rights-of-way agreements were teratéd or could
not be renewed, we may be forced to remove ourarktfacilities from under the affected rights-ofymar relocate
or abandon our networks. We may not be able to taiaiall of our existing rights-of-way and permitsobtain and
maintain the additional rights-of-way and permiéeded to implement our business plan. In addibonfailure to
maintain the necessary rights-of-way, franchisasements, licenses and permits may result in amt e¥eefault
under the credit agreement and other credit agnetsmee may enter into in the future and, as a testhier
agreements governing our debt. As a result of ltoee, our operations may be interrupted and we meay to find
alternative rights-of-way and make unexpected aapitpenditures.

We are dependent on third party vendors for ourdnfnation, billing and network systems as well asi®
service. Any significant disruption in our relatiaghip with these vendors could increase our costd afffect our
operating efficiencies.

Sophisticated information and billing systems dtal¥o our ability to monitor and control costdl] bustomers,
process customer orders, provide customer semid@ehieve operating efficiencies. We currently @i internal
systems and third party vendors to provide allwfioformation and processing systems as well ptiggtions that
support our IP services, including IPTV. Some af billing, customer service and management infoiomegystems
have been developed by third parties for us andmoaperform as anticipated. In addition, our plorsdeveloping
and implementing our information systems, billiygtems, network systems and IPTV service rely prilgnan the
delivery of products and services by third partpdars. Our right to use these systems is depengbemt license
agreements with third party vendors. Some of tlaggseements are cancelable by the vendor, and tioeltzion or
nonrenewable nature of these agreements could immpaability to process orders or bill our customeince we
rely on third party vendors to provide some of thservices, any switch in vendors could be costty atfect
operating efficiencies.

The loss of key management personnel, or the indépito attract and retain highly qualified managemeand
other personnel in the future, could have a matdradverse effect on our business, financial conditiand results
of operations.

Our success depends upon the talents and effokesyahanagement personnel, many of whom have béhn w
our company and our industry for decades, includingLumpkin, Robert J. Currey, Steven L. Childelsseph R.
Dively, Steven J. Shirar, C. Robert Udell, Jr. &fdistopher A. Young. The loss of any such managgme
personnel, due to retirement or otherwise, andnieility to attract and retain highly qualifiecctenical and
management personnel in the future, could havetarrabadverse effect on our business, financiad#oon and
results of operations.
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Regulatory Risks

The telecommunications industry in which we operasesubject to extensive federal, state and loajulation
that could change in a manner adverse to us.

Our main sources of revenues are our local telephaosinesses in lllinois, Pennsylvania and Texhs.|@ws
and regulations governing these businesses mankén some cases have been, challenged in thiscand could
be changed by Congress, state legislatures orategsilat any time. In addition, new regulationslddae imposed
by federal or state authorities that increase perating costs or capital requirements or thab#rerwise adverse
us. We cannot predict the impact of future develepts or changes to the regulatory environmenteirtipact suc
developments or changes may have on us. Adverisgsulegislation or changes in governmental potinyissues
material to us could increase our competition, eaissto lose customers to competitors and decasevenues,
increase our costs and decrease profitability.

Legislative or regulatory changes could reduce dimgnate the revenues our rural telephone companieseive
from network access charge

A significant portion of our ILECs revenues comenfr network access charges paid by long distance e
carriers for originating or terminating calls inrduUECs service areas. The amount of network acclearsye
revenues that our ILECs receive is based on istiersates set by the FCC and intrastate rateyysbhedCC,
PAPUC and PUCT. The FCC has reformed, and contittuesform, the federal network access charge systad
the states, including lllinois, Pennsylvania anda% establish intrastate network access charges.

Traditionally, regulators have allowed network asceates to be set higher in rural areas thandtisalecost of
originating or terminating calls as an implicit meaof subsidizing the high cost of providing losatvice in rural
areas. In 2001, the FCC adopted rules reformingéieork access charge system for rural carriecuding
reductions in per-minute access charges and ireséasoth universal service fund subsidies arterdie, monthly
per line charges on end-user customers. Our Iflinaial telephone company’s intrastate network sgcates mirror
interstate network access rates. lllinois doepnwtide, however, an explicit subsidy in the forfraauniversal
service fund applicable to our lllinois rural teheme company. As a result, while subsidies fronféideral
universal service fund have offset lllinois TelephdDperationstlecrease in revenues resulting from the reducti
interstate network access rates, there was natespmnding offset for the decrease in revenuen fhe reduction
in intrastate network access rates.

The FCC is currently considering even more sweepotgntial changes in network access charges. Diapgen
on the FCC'’s decisions, our current network acchasge revenues could be reduced materially, andowet
know whether increases in other revenues, sucbkdesdl, Pennsylvania or Texas subsidies and molirtiely
charges, will be sufficient to offset any such retthns. The ICC, PAPUC and the PUCT also may malamges in
our intrastate network access charges, which nsyaduse reductions in our revenues. To the eatgnof our
rural telephone companies become subject to cotigretind competitive telephone companies increasie t
operations in the areas served by our rural telepltompanies, a portion of long distance and athgiers’
network access charges will be paid to our compstitather than to our companies. In addition cttrapensation
our companies receive from network access chammed be reduced due to competition from wirelessiess.

Our Pennsylvania rural telephone company is regdlfdr interstate access charge purposes as aagaver
schedule rate of return company, meaning thahitsstate access revenues are based upon acthfistinula
developed by NECA and approved by the FCC, rathar tipon its actual costs. In each of its pastaamal
revisions of the average schedule formulas, NECAgraposed and the FCC has approved structurabebahat
will, when they have been fully phased in, redugeRennsylvania rural telephone companpterstate revenues
approximately $3.7 million on an annualized baNIECA and the FCC may make further changes to thadtas in
future years, which could have an additional impacour Pennsylvania rural telephone company’simees.
Although our Pennsylvania rural telephone compaas/the option to become a cost company subjets tiwin
individual cost and demand data studies, this aptio
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would be irrevocable if exercised and we cannotliptet this time whether or when it would be adegeous to
make this conversion.

On October 23, 2006, Verizon Pennsylvania, Inonglwith a number of its affiliated companies, dile forma
complaint with the PAPUC claiming that our Pennaylia CLEC’s intrastate switched access rates armiation
of Pennsylvania statute. The provision that Verizides in its complaint was enacted as part of &3 of 2004 and
requires CLEC rates to be no higher than the cporeding incumbent’s rates unless the CLEC can dstrate that
the higher access rates are “cost justified.” \@rig original claim requested a refund of $0.5 imillfrom access
billings through August 2006. In a letter datedulay 30, 2007, Verizon notified our PennsylvaniaECLthat it wa
revising its complaint to reflect a more curreégéd over-billing calculation which resulted inewised claim of
$1.3 million through December 2006, which claimlintes amounts from certain affiliates that hadbesn
included in the original calculation. We believatiour CLEC’s switched access rates are permissihkbare in the
process of vigorously opposing this complaint. fnmitial Decision dated December 5, 2007, the idieg
administrative law judge recommended that the PABUSain Verizon’s complaint. As relief, the ALJatited that
our Pennsylvania CLEC reduce its access rates tlottose of the underlying incumbent exchange eaand
provide a refund to Verizon in an amount equah®sdmount of access charges collected in excebe ofew rate
since November 30, 2004, the date Act 183 becafeetsfe. We have filed exceptions to the full PAPEI are
awaiting an order.

In the event we are not successful in this procegdiur Pennsylvania CLEC’s operations could beendty
adversely impacted by not only the refund sough¥ésizon but more importantly by the prospectiverdases in
access revenues resulting from the change intitasitate access rates, which would apply to atleraron a non-
discriminatory basis. We preliminarily estimatetttiee decrease in our annual revenues would beozippately
$1.2 million on a static basis (meaning keepingeasaninutes of use constant) if Verizon prevailngetely in its
complaint. In addition, other interexchange casrigould file similar claims for refunds. As of Dedger 31, 2007
we have reserved $3.0 million in other liabilit@s the balance sheet relating to this complaint.

Legislative or regulatory changes could reduce diménate the government subsidies we recei

The federal and Pennsylvania and Texas state sydteubsidies, from which we derive a significanttmn of
our revenues, are subject to modification. Ourlriglephone companies receive significant fedemdl state subsic
payments.

During the last two years, the FCC has made madifios to the federal universal service fund sydteah
changed the sources of support and the methoceferrdining the level of support recipients of fedemiversal
service fund subsidies receive. The FCC is alsceatly considering proposals for further changeth&source and
amount of contributions to, and eligibility for pagnts from, the federal universal service fund, thede issues m
also be the subject of legislative amendmentsddrtiecommunications Act.

We cannot predict the outcome of any federal dedeislative action or any FCC, PAPUC, PUCT o€IC
rulemaking or similar proceedings. If our ruraktghhone companies do not continue to receive federhktate
subsidies, or if these subsidies are reduced,uval telephone companies will likely have lowererues and may
not be able to operate as profitably as they hastercally. In addition, if the number of local@ss lines that our
rural telephone companies serve increases, undeulkls governing the federal universal servicelfuhne rate at
which we can recover certain federal universaliseriund payments may decrease. This may have\wrseleffec
on our revenues and profitability.

The high costs of regulatory compliance could makenore difficult for us to enter new markets, make
acquisitions or change our prices.

Regulatory compliance results in significant cdetsus and diverts the time and effort of manageraed our
officers away from running our business. In additibecause regulations differ from state to sta&ecould face
significant costs in obtaining information necegdarcompete effectively if we try to provide sews, such as long
distance services, in markets in different staflégse information barriers could cause us to isabistantial costs
and to encounter significant obstacles and delagsiering these markets.
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Compliance costs and information barriers could affect our ability to evaluate and compete favmpportunities
to acquire local access lines or businesses asatis®y,

Our intrastate services are generally subject tification, tariff filing and other ongoing stategulatory
requirements. Challenges to our tariffs by reguaty third parties or delays in obtaining certtions and
regulatory approvals could cause us to incur saktistdegal and administrative expenses. If sudogsthese
challenges could adversely affect the rates thadneeble to charge to customers, which would megjgitaffect our
revenues. Some states also require advance regudgiproval of mergers, acquisitions, transfersasftrol, stock
issuance, and certain types of debt financing, lwban increase our costs and delay our abilityotopiete some
strategic transactions.

Legislative and regulatory changes in the telecommuations industry could raise our costs by faciting greater
competition against us and reduce potential reveaue

Legislative and regulatory changes in the telecominations industry could adversely affect our basmby
facilitating greater competition against us, redgabur revenues or raising our costs. For exanhgdigral or state
legislatures or regulatory commissions could impuse requirements relating to standards or quafiservice,
credit and collection policies, or obligations t@yide new or enhanced services such as high-spmes$s to the
Internet or number portability, whereby consumens keep their telephone number when changing cardey
such requirements could increase operating costapital requirements.

The Telecommunications Act provides for significanainges and increased competition in the
telecommunications industry. This federal statuig the related regulations remain subject to jadligview and
additional rulemakings of the FCC, as well as tplamenting actions by state commissions.

Currently, there exists only a small body of lavd aagulation applicable to access to, or commenceh®
Internet. As the significance of the Internet exgmrfederal, state and local governments may atmptrules and
regulations or apply existing laws and regulatitmthe Internet. The FCC is currently reviewing dpgpropriate
regulatory framework governing broadband consumeteptions for high speed access to the Intermetith
telephone and cable providers’ communications netsva he outcome of these proceedings may affect ou
regulatory obligations and costs and competitiorofar services which could have a material adveffezt on our
revenues.

Because we are subject to extensive laws and regria relating to the protection of the environmentatural
resources and worker health and safety, we may faigmificant liabilities or compliance costs in thieiture.

Our operations and properties are subject to fédsede and local laws and regulations relatingrtatection of
the environment, natural resources and worker healtl safety, including laws and regulations gowgrand
creating liability relating to, the managementyate and disposal of hazardous materials, asbh@steleum
products and other regulated materials. We alsswbgect to environmental laws and regulations guwe air
emissions from our fleets of vehicles. As a reaudt,face several risks, including the following:

» Under certain environmental laws, we could be flialule, jointly and severally and without regarddailt,
for the costs of investigating and remediating actpal or threatened environmental contamination at
currently and formerly owned or operated propeyiesl those of our predecessors, and for contaimimat
associated with disposal by us or our predecesddrazardous materials at third party disposatsite
Hazardous materials may have been released ainceutaent or formerly owned properties as a resiilt
historic operations

» The presence of contamination can adversely atffiectalue of our properties and our ability to s@ly such
affected property or to use it as collate

* We could be held responsible for third party propeamage claims, personal injury claims or natural
resource damage claims relating to any such contian.
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« The cost of complying with existing environmentadjuirements could be significa

« Adoption of new environmental laws or regulationsbanges in existing laws or regulations or their
interpretations could result in significant complia costs or as yet identified environmental licibg.

» Future acquisitions of businesses or propertiefestito environmental requirements or affected by

environmental contamination could require us tairgubstantial costs relating to such mati

« In addition, environmental laws regulating wetlaneisdangered species and other land use and natural
resource issues may increase costs associatedliuite business or expansion opportunities, deltgr or
interfere with such plans, or otherwise adverséflgcasuch plans

As a result of the above, we may face significattilities and compliance costs in the future.

Iltem 1B. Unresolved Staff Commen

None

Item 2. Properties

Our headquarters and most of the administrativieesfffor our Telephone Operations are located ittdda,

Illinois.

The properties that we lease are pursuant to lehaeexpire at various times between 2008 and 2048

following chart summarizes the principal facilitieaned or leased by us as of December 31, 2007.

Location

Gibsonia, PA (Gibsonia
Headquarters Comple

Conroe, TX

Mattoon, IL

Mattoon, IL

Mattoon, IL

Charleston, IL

Mattoon, IL
Mattoon, IL

Lufkin, TX
Conroe, TX
Lufkin, TX

Katy, TX

Butler, PA (Butler)
Taylorville, IL

Taylorville, IL

Lufkin, TX

Sewickley, PA (Spectra l & .

Cranberry Twp, PA (Cranberry
C.0.

Lufkin, TX

Conroe, TX

Primary Use

Office and Switching
Regional Office

Order Fullfillment
Corporate Headquarte
Operator Services and
Operations
Communications Center and
Office

Operations and Distributic
Center

Sales and Administratic
Office

Regional Office
Warehouse and Pla
Office

Warehouse and Offic
Office and Switching
Office and Communications
Center

Operations and Distributic
Center

Warehoust

Office

Office and Switching

Office and Data Centt
Office
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Approximate

Square
Owned/Lease! Operating Segment Feet
Ownec Telephone & Othe 111,93:
Ownec  Telephone & Othe 51,90(
Lease! Other Operatior 50,00(
Leaser  Telephone & Othe 49,10(
Ownec  Telephone & Othe 36,30(
Leaser  Telephone & Othe 34,00(
Leaser  Telephone & Othe 30,90(
Lease! Telephone & Othe 30,70(
Ownec  Telephone & Othe 30,10(
Ownec Telephone & Othe 28,50(
Ownec  Telephone & Othe 23,20(
Ownec Telephone & Othe 19,71¢
Ownec  Telephone & Othe 18,56¢
Ownec  Telephone & Othe 15,90(
Leasel  Telephone & Othe 14,70(
Ownec Telephone & Othe 14,20(
Leaser  Telephone & Othe 13,97(
Ownec  Telephone & Othe 13,11(
Ownec Telephone & Othe 11,90(
Ownec  Telephone & Othe 10,65(
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Approximate

Square
Location Primary Use Owned/Lease! Operating Segment Feet
Mattoon, IL Office Ownec Telephone & Othe 10,10(

In addition to the facilities listed above we owrhave the right to use approximately 724 additigmaperties
consisting of equipment at point of presence siestral offices, remote switching sites and buidi, tower sites,
small offices, storage sites and parking lots. Sofrtbe facilities listed above also serve as @ miffice locations.

Item 3. Legal Proceeding:

We currently are, and from time to time may be jetttto claims arising in the ordinary course ofiness. We
are not currently subject to any such claims thewbelieve could reasonably be expected to haveterimaadverse
effect on our results of operations or financiatdition.

Item 4. Submission of Matters to a Vote of Security Hold¢

No matters were submitted to a vote of securitgérd during the fourth quarter of 2007.

PART Il

Iltem 5. Market for Registrant’'s Common Equity, Relatedo8kholder Matters and Issuer Purchases of Equity
Securities

Our common stock is quoted on the NASDAQ Global kéaunder the symbol “CNSL.” As of February 29,
2008 we had 1,474 stockholders of record. Becaws®/maf our shares of existing common stock are hgldroker:
and other institutions on behalf of stockholders,are unable to estimate the total number of stidiens
represented by these record holders. Dividendsadstiand the low and high reported sales priceshme of our
common stock are set forth in the following tatlde the periods indicated:

Dividends
Quarter Ended Low High Declared
March 31, 200¢ $12.41 $16.3: $ 0.3¢
June 30, 200 $145C $17.0C $ 0.3¢
September 30, 20( $14.6¢ $19.58 $ 0.3¢
December 31, 20C $16.61 $21.1¢ $ 0.3¢
March 31, 200} $18.71 $23.0C $ 0.3¢
June 30, 200 $19.3C $23.717 $ 0.3¢
September 30, 20( $15.72 $23.11 $ 0.3¢
December 31, 20C $155C $21.458 $ 0.3¢

Dividend Policy and Restrictions

Our board of directors has adopted a dividend paliat reflects its judgment that our stockholdeosild be
better served if we distributed to them a substaptirtion of the cash generated by our businessdess of our
expected cash needs rather than retaining it agukie cash for other purposes, such as to makstiments in our
business or to make acquisitions. We expect tameato pay quarterly dividends at an annual ratglcb495 per
share during 2008, but only if and to the exterdaed by our board of directors and subject taoue restrictions
on our ability to do so. Dividends on our commarc&tare not cumulative.
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Although it is our current intention to pay qualyetividends at an annual rate of $1.5495 per sf@r2008,
stockholders may not receive dividends in the fytas a result of any of the following factors:

« Nothing requires us to pay dividen:

» While our current dividend policy contemplates th&tribution of a substantial portion of the casmegrated
by our business in excess of our expected casksntes policy could be changed or revoked by mart of
directors at any time, for example, if it were &tetrmine that we had insufficient cash to take athge of
other opportunities with attractive rates of rett

« Even if our dividend policy is not changed or regdkthe actual amount of dividends distributed urticis
policy, and the decision to make any distributiaagntirely at the discretion of our board of dims.

« The amount of dividends distributed will be subjectovenant restrictions in the agreements goxgraur
debt, including our indenture and our credit agresetnand in agreements governing any future

* We might not have sufficient cash in the futur@&y dividends in the intended amounts or at alk. &hility
to generate this cash will depend on numerous facitacluding the state of our business, the emvrent in
which we operate and the various risks we facengbsin the factors, assumptions and other coraidas
made by our board of directors in reviewing andpdithg the dividend policy, our future results ofeoations
financial condition, liquidity needs and capitasoerces and our various expected cash ni

« The amount of dividends distributed may be limitgdstate regulatory requiremer
» The amount of dividends distributed is subjectgstrictions under Delaware, lllinois and Pennsyidaw.
« Our stockholders have no contractual or other Ieght to receive dividend:

The cash requirements of the expected dividenayalie in addition to our other expected cash ndsuth of
which we expect to be funded with cash flow froneigtions. In addition, we expect we will have iéfnt
availability under our revolving credit facility fond dividend payments in addition to any expedhectuations in
working capital and other cash needs, althoughaveal intend to borrow under this facility to payidends.

We believe that our dividend policy will limit, babt preclude, our ability to grow. If we continpaying
dividends at the level currently anticipated unoler dividend policy, we may not retain a sufficiamount of cash,
and may need to seek refinancing, to fund a ma&x@ansion of our business, including any sigaificacquisition
or to pursue growth opportunities requiring capégbenditures significantly beyond our current etatons. In
addition, because we expect a significant portiocash available will be distributed to holderscofmmon stock
under our dividend policy, our ability to pursueyanaterial expansion of our business will dependentban it
otherwise would on our ability to obtain third-pafinancing.

Issuer Purchases of Common Stock During the QuarteEnded December 31, 2007

During the quarter ended December 31, 2007 we eaaijaind cancelled 7,261 common shares surrendered t
pay taxes in connection with employee vesting efrieted common shares issued under our stock based
compensation plan. Further detail of the acquiredes follows:

Total Number of Maximum Number
Shares Purchased of Shares that May
Total Number of Average Price Paic as Part of Publically Yet be Purchased

Purchase perioc Shares Purchase per Share Announced Plans Under the Plans
October 13, 200 2,64¢ $ 20.6¢ Not applicabl Not applicabl
November 10, 200 2,28¢ $ 16.8¢ Not applicabl Not applicabl
December 5, 200 2,32¢ $ 16.4¢ Not applicabl Not applicabl
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Additional information required by this Item is mnporated herein by reference to our proxy staténcebe
issued in connection with the Annual Meeting of 8twckholders to be held on May 6, 2008, which pretatemer
will be filed within 120 days of the end of ourd& year.

Iltem 6. Selected Financial Dat:

The selected financial information set forth belwawe been derived from the audited consolidatezhiial
statements of the Company as of and for the yeatsceDecember 31, 2007, 2006, 2005, 2004 and J0@S3.
following selected historical financial informati@hould be read in conjunction with Item 7, “Managat’s
Discussion and Analysis of Financial Condition &webults of Operations,” and Item 8 “Financial Imfation and
Supplementary Data.”

CCI Holdings
Year Ended December 31,
2007 2006 2005 2004 2003

($'s In millions except per share amounts
Consolidated Statement of Operations Data:

Telephone operations revent $ 286.6 $ 280« $282: $ 2304 $ 90.c
Other operations revenu 42 .4 40.4 39.1 39.2 42.C
Total operating revenu 329.2 320.¢ 321.¢ 269.¢ 132.:

Cost of services and products (exclusive of
depreciation and amortization shown separatt

below) 107.3 98.1 101.1 80.€ 46.%
Selling, general and administrati 89.¢ 94.7 98.¢ 87.¢ 42.F
Intangible assets impairme — 11.2 — 11.€ —
Depreciation and amortizatic 65.7 67.4 67.4 54.t 22.5
Income from operation 66.€ 49.2 54.1 35.C 21.C
Interest expense, net( (56.8) (42.9 (53.9 (39.9 (11.9)
Other, net(2 6.3 7.3 5.7 3.7 0.1
Income (loss) before income tay 16.1 13.7 6.4 (0.9 9.2
Income tax expens (4.7) (0.4 (10.9 (0.2) (3.9
Net income (loss 11.4 13.2 (4.5 (1.7) 5.E
Dividends on redeemable preferred shi — — (10.2) (15.0) (8.5)
Net income (loss) applicable to common shi $ 114 $ 13: $ (149 $ (16.) $ (3.0
Net income (loss) per common she

Basic $ 044 $ 048 $ (08) $ (.79 $ (0.39

Diluted $ 044 $ 047 $ (08) $ (179 $ (0.39

Consolidated Cash Flow Data:
Cash flows from operating activiti $ 821 $ 84€ $ 795 $ 798 $ 28¢
Cash flows used in investing activiti (305.9 (26.7) (31.7) (554.7) (296.0)
Cash flows from (used in) financing activiti 230.¢ (62.7) (68.9 516.3 277.¢
Capital expenditure 33.t 33.4 31.1 30.C 11.2
Dividends declared per common sh $ 15t $ 158 $ 08 $ — $ —
Consolidated Balance Sheet Dat¢
Cash and cash equivale $ 34: $ 267 $ 314 $ 521 $ 101
Total current asse 99.€ 74.2 79.C 98.¢ 39.€
Net plant, property & equipment( 411.¢ 314.¢ 335.1 360.¢ 104.€
Total asset 1,304.¢ 889.€ 946.( 1,006.: 317.€
Total long-term debt (including current portion)(:

(5) 892.€ 594.( 555.( 629.4 180.¢
Redeemable preferred sha — — — 205.5 101.t
Stockholders’ equity/Members’ deficit/Parent

company investmet 155.¢ 115.C 199.2 (18.¢) (3.5
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CCI Holdings
Year Ended December 31
2007 2006 2005 2004 2003

(%'s In millions except per share amounts

Other Financial Data:

Consolidated EBITDA(6 $ 143¢&¢ $ 1396 $ 136.6 $ 115¢ $ 45F
Other Data (as of end of period)(7)

Local access lines in servi

Residentia 183,07( 155,35:- 162,23: 168,77¢ 58,46
Business 98,95¢ 78,33t 79,79: 86,43( 32,42¢
Total local access line 282,02¢ 233,68¢ 242,02 255,20¢ 90,88’
CLEC access line equivaler 68,87« — — — —
IPTV subscriber: 12,24: 6,954 2,14¢ 101 —
DSL subscriber 81,337 52,73: 39,19: 27,44: 7,951
Total connection 444 48( 293,37! 283,36 282,75: 98,83¢

(1) Interest expense includes amortization and writesbleferred financing costs totaling $13.5 mifljo
$3.3 million, $5.5 million, $6.4 million and $0.5iltion for the years ended December 31, 2007, 2065,
2004 and 2003, respective

(2) We recognized $0.3 million and $2.8 million of petceeds in other income due to the receipt ofrkeytlife
insurance proceeds relating to the passing of fofif&JCV employees in 2007 and 2005, respectiv

(3) Property, plant and equipment are recorded at Thst.cost of additions, replacements and major
improvements is capitalized, while repairs and riegiance are charged to expenses. When propenty,grid
equipment are retired from our regulated subsiesaihe original cost, net of salvage, is charggdnst
accumulated depreciation, with no gain or loss gaczed in accordance with composite group life rieing
methodology used for regulated telephone plantsu

(4) In connection with the TXUCV acquisition on Aprit 12004, we issued $200.0 million in aggregateqppizl
amount of senior notes and entered into creditifi@si. In connection with the IPO, we retired $¥@nillion of
senior notes and amended and restated our cretlitiés. In connection with the acquisition of Nlor
Pittsburgh on December 31, 2007, we issued $298lidommew term debt, net of payoffs of existingbde

(5) In July 2006, we repurchased and retired approxity&.8 million shares of our common stock for
approximately $56.7 million, or $15.00 per shares filanced this transaction using approximately
$17.7 million of cash on hand and $39.0 millioradflitional terr-loan borrowings

(6) We present Consolidated EBITDA because we belieigeai useful indicator of our historical debt ceipaanc
our ability to service debt and pay dividends aedause it provides a measure of consistency ifiramcial
reporting. We also present Consolidated EBITDA biseacovenants in our credit facilities containasitbase
on Consolidated EBITDA

Consolidated EBITDA is defined in our current ctddcility as: Consolidated Net Income, which idided in
our credit facility, (a) plus the following to tlextent deducted in arriving at Consolidated Nebine

(i) interest expense, amortization or write-offdabt discount and non-cash expense incurred inexbiom
with equity compensation plans; (ii) provision focome taxes; (iii) depreciation and amortizati@wm} non-
cash charges for asset impairment; all chargegresgs and other extraordinary, non-recurring amodwadl
integration costs or losses related to the acdmisdf North Pittsburgh, including all severancegmpants in
connection with the acquisition, so long as sucttor losses are incurred prior to December 309 2(d do
not exceed $12 million in the aggregate; (vi) @hfrecurring transaction fees, charges and otheuats
related to the acquisition of North Pittsburgh (ering all amounts otherwise included in accordanith

GAAP in determining Consolidated EBITDA), so longjsuch fees, charges and other amounts do notckexcee

$18 million in the aggregate; (b) minus (in theecaggains) or plus (in the case of losses) gaioss on sale
of assets; (c) minus (in the case of gains) or @luthe
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case of losses) non-cash income or charges relatifageign currency gains or losses; (d) plugiim case of
losses) and minus (in the case of income) non-gasbrity interest income or loss; (e) plus (in tdase of
items deducted in arriving at Consolidated Net mepand minus (in the case of items added in augieit
Consolidated Net Income) non-cash charges resultimy changes in accounting principles; (f) plus,
extraordinary losses and minus extraordinary gasndefined by GAAP; (g) plus, in the case of anygoe
ending on December 31, 2007 and any period endingglthe seven immediately succeeding fiscal guart
of the Company, to the extent not otherwise inallileConsolidated EBITDA, cost savings to be readiby
the Company and its subsidiaries in connection thighacquisition of North Pittsburgh and which are
attributable to the integration of the operationd husinesses of the lllinois and Texas operatiomshe one
hand, and the Pennsylvania operations, on the bdret, which cost savings are deemed to be the reat
forth on a schedule to the credit agreement fon sach fiscal quarter; and (h) minus interest ineolhour
Consolidated EBITDA were to decline below certandls, covenants in our credit facilities that laased on
Consolidated EBITDA, including our total net levgea and interest coverage ratios covenants, may be
violated and could cause, among other things, aultebr mandatory prepayment under our credit itéesl, or
result in our inability to pay dividend

We believe that net cash provided by operatingiiets is the most directly comparable financialasere to
Consolidated EBITDA under generally accepted actingmrinciples. Consolidated EBITDA should not be
considered in isolation or as a substitute for obdated statement of operations and cash flona gegpared
in accordance with GAAP. Consolidated EBITDA is aatomplete measure of an entity’s profitability
because it does not include costs and expenseffielabove; nor is Consolidated EBITDA a compleét
cash flow measure because it does not include tiedsdor cash payments for an entityibligation to servic
its debt, fund its working capital, make capitapemrditures and make acquisitions or pay its inctares and
dividends.

The following table sets forth a reconciliation@dish Provided by Operating Activities to ConsokdbEBITDA:
CCI Holdings

Year Ended December 31,
2007 2006 2005 2004 2003

Historical EBITDA:

Net cash provided by operating activit $ 821 $84¢€ $79.2 $ 79.8 $28.¢
Adjustments
Compensation from restricted share (4.0 (2.5 (8.6) — —
Other adjustments, net( (3.9 (8.)) (18.00 (22.0 (7.3
Changes in operating assets and liabili 2.8 6.7 10.z 4.49 64
Interest expense, n 56.¢ 42.€ 53.4 39.¢ 11.
Income taxe: 4.7 0.4 10.€ 0.2 3.7
Historical EBITDA(b) 138.6  124.C 127. 93.z 43k
Adjustments to EBITDA(c)
Intergration, restructuring and Sarbz-Oxley(d) 1.2 3.7 7.4 7.C —
Professional service fees| — — 2.9 4.1 2.C
Other, net(f) (6.€) (7.7 (3.0) 3.7 —
Investment distributions(¢ 6.€ 5.k 1.€ 3.€ —
Pension curtailment gain( — — (7.9 — —
Intangible assets impairmenti — 11.2 — 11.€ —
Non-cash compensation| 4.C 2.5 8.€ — —
Consolidated EBITDA $143.¢ $139.6 $136.¢ $115.6 $45.F
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(@) Other adjustments, net includes $11.2 millind $11.6 million of asset impairment charges fargeended
December 31, 2006 and December 31, 2004, resplgctiigon completion of our 2006 annual impairment
review and as a result of a decline in estimatéaréucash flows in the telemarketing and operatorises
business, we determined that the value of the mestdists associated with these businesses wasrigdpés
a result of our 2004 impairment testing we deteadithat the goodwill of our operator services besiand
the tradenames of our telemarketing and mobileses\business were impaired. Non-cash impairment
charges are excluded in arriving at ConsolidatetTB®B under our credit facility

(b) Historical EBITDA is defined as net earningss@) before interest expense, income taxes, degimcand
amortization on a historical bas

(c) These adjustments reflect those required anjd by the lenders under the credit facilityplace at the end
of each of the years included in the periods presk

(d) In connection with the TXUCV acquisition, weveaincurred certain expenses associated with iatiegy and
restructuring the businesses. These expenses eskwkrance, employee relocation expenses, Sabaies-
start-up costs, costs to integrate our technoladginistrative and customer service functionsinglsystems
and other integration cos

(e) Represents the aggregate professional seeésepiaid to certain large equity investors priasupinitial
public offering. Upon closing of the initial publaffering, these agreements termina

(f)  Other, net includes the equity earnings from iouestments, dividend income and certain othesceilaneous
non-operating items. Key man life insurance prosesfds0.3 million and $2.8 million received in 208id
2005, respectively, are not deducted to arrivecaisBlidated EBITDA

(g) For purposes of calculating Consolidated EBITD include all cash dividends and other cashiligtons
received from our investmen

(h) Represents a $7.9 million curtailment gain asged with the amendment of our Texas pension. dlha gain
was recorded in general and administrative expehimsgever, because the gain is non-cash, it isuebed
from Consolidated EBITDA

() Represents compensation expenses in connegttbrour Restricted Share Plan, which becauseehtin-
cash nature of the expenses, are being excluded@ansolidated EBITDA

(7) Other data for 2007 includes access lines, CLE@sxcline equivalents, and DSL subscribers for cantiN
Pittsburgh operations which were acquired on Deear8t, 2007

Item 7. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

We present below Management’s Discussion and Aisalj&inancial Condition and Results of Operations
(“MD&A") of Consolidated Communications Holdings)d. and its subsidiaries on a consolidated badie T
following discussion should be read in conjunctiath our historical financial statements and reldteotes
contained elsewhere in this Report.

Overview

We are an established rural local exchange comibetyprovides communications services to resideatid
business customers in lllinois and Texas. Our reairrces of revenues are our local telephone bis&rés lllinois
and Texas, which offer an array of services, inicigdocal dial tone, custom calling features, ptévkine services,
long distance, dial-up and high-speed Internetss;aghich we refer to as Digital Subscriber Lindd&L, inside
wiring service and maintenance ,carrier accedindiand collection services, telephone directanplshing,
dial-up internet access, and wholesale transporicgs on a fiber optic network in Texas. In adiitiwe launched
our Internet Protocol digital video service, whigh refer to as IPTV, in selected lllinois market2D05 and
selected Texas markets in August 2006. We alscatgparnumber of complementary businesses, whieh off
telephone services to county jails and state psisoperator services, equipment sales and teletiragkand order
fulfillment services. On December 31, 2007, we aeguNorth Pittsburgh Systems, Inc., based in Gikzgo
Pennsylvania. North Pittsburgh operates an
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integrated high-technology telecommunications kessnin Western Pennsylvania, providing competiive local
exchange services, long distance and Internetcgergimilar to our lllinois and Texas operationsldds otherwise
noted, no results of operations are included fortiNBittsburgh in the discussion that follows atiteo operating
data does not include North Pittsburgh unless atserexpressly stated.

Initial Public Offering

On July 27, 2005, we completed our IPO. The IPGsited of the sale of 6,000,000 shares of comnumk st
newly issued by the Company and 9,666,666 sharesmimon stock sold by certain of our selling statéllrs. Th
shares of common stock were sold at an initial ipuddfering price of $13.00 per share resultingiét proceeds to
us of approximately $67.6 million.

We used the net proceeds from the IPO, togethéradtlitional borrowings under our credit faciliteesd cash
on hand to:

 repay in full outstanding borrowings under our tédoan A and C facilities, together with accrued bopaid
interest through the date of repayment and assaotcfaks and expensi

» redeem $70.0 million of the aggregate principal am@f our senior notes and pay the associatednptien
premium of $6.8 million, together with accrued bapaid interest through the date of redemption;

« partially fund integration and restructuring castkating to the 2004 TXUCV acquisitio

Share Repurchase

On July 28, 2006, we completed the repurchaser@®23379, or 12.7% of the outstanding shares, from
Providence Equity for $56.7 million, or $15.00 pbiare. The repurchase was funded with $17.7 mitifazash on
hand and $39.0 million of new borrowings under existing credit facility.

The effect of the transaction was an annual inerea$3.0 million of cash flow due to:

+ areduction in our annual dividend obligation of@anillion;

* an increase in our after tax net cash interes2d #illion due to the increased borrowings incdmet of, a
increase in the interest rate on our credit facoit 25 basis points and a decrease of cash on

Acquisition of North Pittsburgh and New Credit Fality

On December 31, 2007, the Company completed itsisitiqn of North Pittsburgh Systems, Inc., purduan
an Agreement and Plan of Merger, dated as of JUdQ7. At the effective time of the Merger, 80%lud shares of
North Pittsburgh common stock converted into thétrio receive $25.00 in cash, without interest,ghare, for al
approximate total of $300.1 million in cash, andteaf the remaining shares of North Pittsburgh camistock
converted into the right to receive 1.1061947 shafecommon stock of the Company, or an approxirtaite of
3.32 million shares of the Company’s common stdtle total purchase price, including fees, was $34dillion,
net of cash acquired.

In connection with the acquisition, the Companyeesd into a new credit facility that provides for:
+ a $50.0 million revolving credit facility that isiorently undrawn
» a $760.0 million term loan, the proceeds of whigrevdrawn at closing of the acquisition; ¢

+ adelayed draw term loan in the amount of $1401l0amiwhich is available to the company until May 1
2008, the proceeds of which can be used for tremaipose of redeeming our $130.0 million of outdiag
senior notes along with the payment of any accmidest and fee:
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Proceeds from the term loan along with cash on kaeré used to:

* pay off the Compar’s previous credit facility of $464.0 million plus@ued interes!
« fund the cash portion of the acquisition;
« pay fees and expenses related to the acquisitibmewy financing

Redemption of Senior Notes

On February 26, 2008, we provided notice of ougntibn to call the outstanding senior notes on IApr2008.
Under terms of the Indenture, the senior notegaltable at the outstanding principal amount plusdemption
premium of 4.875%, or approximately $6.3 millione\&@nticipate funding the redemption using procdeta the
delayed draw term loan and cash on hand.

Factors Affecting Results of Operations
Revenues

Telephone Operations and Other Operatioriko date, our revenues have been derived primizdiy the sale
of voice and data communications services to resialeand business customers in our rural teleplvonepanies’
service areas. We do not anticipate significantvifnan revenues in our Telephone Operations segognto its
primarily rural service area, except through adtjoiss such as that of North Pittsburgh, but weespect relatively
consistent cash flow from year-to-year due to stabktomer demand, limited competition and a gdgera
supportive regulatory environment.

Local Access Lines and Bundled Servicéscal access lines are an important element obaginess. An
“access line” is the telephone line connecting i@@®s home or business to the public switchegtelae network.
The monthly recurring revenue we generate fromuesads, the amount of traffic on our network andtesl access
charges generated from other carriers, the amduateral and state subsidies we receive and nibst cevenue
streams are directly related to the number of lacakss lines in service. We had 223,787, 233,68242,024
local access lines in service as of December 317,28006 and 2005, respectively.

Many rural telephone companies have experiencedsadf local access lines due to challenging ecamom
conditions, increased competition from wirelessvfters, competitive local exchange carriers andpime cases,
cable television operators. We have not been imniutigese conditions. We also lost local accesslatue to the
disconnection of second telephone lines by oudesdial customers in connection with their substigiDSL or
cable modem service for dial-up Internet accessndreless service for wireline service. As of Detemn31, 2007,
2006 and 2005, we had 6,924, 7,756 and 9,144 sdimy] respectively. The disconnection of secamek!
represented 9.6% and 20.2% of our residentiallisge in 2007 and 2006, respectively. We expecbtdicue to
experience modest erosion in access lines.

We have mitigated the decline in local access lmigls increased average revenue per access lifiecbging
on the following:

» aggressively promoting DSL service, including sgJIDSL as a stal-alone service

 bundling value-adding services, such as DSL or IP@ith a combination of local service, custom cagli
features, voicemail and Internet acce

* maintaining excellent customer service standaraitiqularly as we introduce new services to exgstin
customers; an

» keeping a strong local presence in the communiteeserve

We have implemented a number of initiatives to gaw local access lines and retain existing locaéss line
by enhancing the attractiveness of the bundle méth service offerings, including unlimited longtdisce, and
promotional offers like discounted second lineslanuary 2005 we introduced IPTV in selected llBnoarkets.
The initial roll-out was initiated in a controlledanner with little advertising or promotion. Upoonapletion of
back-office testing, vendor interoperability betwesystem components and final network
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preparation, we began aggressively marketing aiplétplay” bundle, which includes local servicesSDand IPTV,
in our key lllinois exchanges in September 2005Aligust 2006 we introduced IPTV service in seledtedas
markets. As of December 31, 2007, IPTV was avalablover 107,000 homes in our markets. Our IPThéstiber
base has grown from 6,954 as of December 31, 2008,241 as of December 31, 2007. We intend toclalRTV
in our Pennsylvania markets in the second quafte@@8. In addition to our access line and vidatdtives, we
intend to continue to integrate best practicessscowr lllinois, Texas and Pennsylvania regiongsthefforts may
act to mitigate the financial impact of any acdessloss we may experience.

Because of our promotional efforts, the number 8L.Bubscribers we serve grew substantially. Weatq624
52,732 and 39,192 DSL lines in service as of Deearth, 2007, 2006 and 2005, respectively. Currentr 95%
of our rural telephone companies’ local accessslare DSL capable. The penetration rate for DStslim service
was approximately 45.4% of our primary residerdiatess lines at December 31, 2007.

We have also been successful in generating TelepOmerations revenues by bundling combinationsecll
service, custom calling features, voicemail andrimtt access. Our service bundles totaled 45,%7178 and
36,627 at December 31, 2007, 2006 and 2005, regplyct

Our plan is to continue to execute our customemtéin program by delivering excellent customeviserand
improving the value of our bundle with DSL and IPTNowever, if these actions fail to mitigate acdass loss, or
we experience a higher degree of access line hasswe currently expect, it could have an advergect on our
revenues and earnings.

The following sets forth several key metrics ashefend of the periods presented excluding NottistRirgh:

December 31

2007 2006 2005

Local access lines in servic
Residentia 146,65¢ 155,35 162,23:
Business 77,12¢ 78,33¢ 79,79:
Total local access line 223,78  233,68¢ 242,02
IPTV subscriber: 12,24: 6,95¢ 2,14¢
DSL subscriber: 66,62« 52,73. 39,19:
Broadband connectiot 78,86¢ 59,68¢ 41,33¢
Total connection 302,65. 293,37' 283,36
Long distance line 148,37¢ 148,18. 143,88
Dial-up subscriber: 6,73¢ 11,94: 15,97
Service bundle 45,97 43,17¢ 36,627

In connection with the acquisition of North Pittstl, we gained 58,241 ILEC access lines, 43,904 Df&ls,
and 68,874 CLEC access line equivalents.

Expenses

Our primary operating expenses consist of cosenfises, selling, general and administrative expsrsd
depreciation and amortization expenses.
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Cost of Services and Products
Our cost of services includes the following:

« operating expenses relating to plant costs, inolyithose related to the network and general supgpsts,
central office switching and transmission costs eadole and wire facilities

« general plant costs, such as testing, provisiometyork, administration, power and engineering}

* the cost of transport and termination of long dis&aand private lines outside our rural telephamraganies’
service aree

We have agreements with carriers to provide logtadice transport and termination services. Theseagent:
contain various commitments and expire at varioues. We believe we will meet all of our commitneeint these
agreements and believe we will be able to procereices for future periods. We are currently praugiservices fc
future periods, and at this time, the costs aratedlterms under which we will purchase long distatnansport and
termination services have not been determined. d\eod expect, however, any material adverse affeats any
changes in any new service contract.

Selling, General and Administrative Expenses
In general, selling, general and administrativeemges include the following:

« selling and marketing expens:

e expenses associated with customer ¢

« billing and other operating support systems;

 corporate expenses, including professional sefeies, and nc-cash stock compensatic

Our Telephone Operations segment incurs sellingketiag and customer care expenses from its custome
service centers and commissioned sales represestafdur customer service centers are the prinaeg €hannels
for residential and business customers with ortevorphone lines, whereas commissioned sales repeses
provide customized solutions to larger businessooners. In addition, we use customer retail cerfeargarious
communications needs, including new telephonernieteand IPTV purchases in Illinois and Texas.

Each of our Other Operations businesses primas#s @n independent sales and marketing team cadis
dedicated field sales account managers, managdesns$ and service representatives to execute @ aad
marketing strategy.

We have operating support and back office systéiaisare used to enter, schedule, provision and trac
customer orders, test services and interface wotibte management, inventory, billing, collecti@ml customer
care service systems for the local access linesiioperations. We have migrated most key busipes=esses of
our lllinois and Texas operations onto single, campwide systems and platforms. Our objective isnprove
profitability by reducing individual company costsough centralization, standardization and shaoinigest
practices. For the years ended December 31, 2008, 21d 2005 we spent $1.2 million, $2.9 millionl an
$7.4 million, respectively, on integration and rasturing expenses (which included projects tograée our suppo
and back office systems). We successfully completedntegration of our Illinois and Texas billisgstems in the
third quarter of 2007.
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Depreciation and Amortization Expenses

We recognize depreciation expenses for our reglitelephone plant using rates and lives approvetidyCC
and the PUCT. The provision for depreciation onregalated property and equipment is recorded ubiagtraight-
line method based upon the following useful lives:

Years
Buildings 15-35
Network and outside plant faciliti¢ 5-30
Furniture, fixtures and equipme 3-17
Capital Lease 11

Amortization expenses are recognized primarilydior intangible assets considered to have finitéulifiges
on a straight-line basis. In accordance with Statgrof Financial Accounting Standards, or SFAS, M#,
Goodwill and Other Intangible Assetgoodwill and intangible assets that have indtfinseful lives are not
amortized but rather are tested annually for impairt. Because trade names have been determinegido h
indefinite lives, they are not amortized. Customsationships are amortized over their useful lifea weighted
average life of approximately 10 years.

The following summarizes our revenues and operaipgnses on a consolidated basis for the yeaeslend
December 31, 2007, 2006 and 2005:

Year Ended December 31,

2007 2006 2005
% of Total % of Total % of Total
$ (millions)  Revenues $ (millions)  Revenues $ (millions)  Revenues
Revenues
Telephone Operatior
Local calling service $ 82k 25.2% $ 851 26.6% $ 88.2 27.4%
Network access servic 70.2 21.: 68.1 21.2 64.4 20.C
Subsidies 46.C 14.C 47.€ 14.¢ 53.¢ 16.€
Long distance service 14.C 4.3 15.2 4.7 16.2 5.1
Data and internet servic 38.C 11.5 30.¢ 9.€ 25.¢ 8.C
Other service 35.¢ 10.€ 33.t 10.5 33.7 10.E
Total Telephone Operatiol 286.¢ 87.1 280.4 87.4 282.c 87.¢
Other Operation 42.4 12.€ 40.4 12.€ 39.1 12.2
Total operating revenut 329.2 100.( 320.¢ 100.( 321.¢ 100.(
Expenses

Operating expenst

Telephone Operatior 153.¢ 46.¢€ 152.¢ 47.5 161.¢ 50.3
Other Operation 43.t 13.2 51.7 16.1 38.1 11.¢
Depreciation and amortizatic 65.7 20.C 67.4 21.C 67.4 21.C
Total operating expens 262.€ 79.€ 271.F 84.€ 267.: 83.2
Income from operatior 66.€ 20.2 49.2 15.4 54.1 16.€
Interest expense, n (56.8) (17.9) (42.9 (13.9 (53.9 (16.€
Other income, ne 6.3 1.9 7.3 2.3 5.7 1.8
Income tax expens (4.7 (1.9 (0.9 (0.7) (10.9 (3.9
Net income (loss $ 11«4 35% $ 13: 41% $ (4.5 (1.49%
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Segment:

In accordance with the reporting requirement of SP¥o. 131 Disclosure about Segments of an Enterprise
Related Informatiol, the Company has two reportable business segniegiephone Operations and Other
Operations. The results of operations discussemhbedflect our consolidated results.

Results of Operations
For the Year Ended December 31, 2007 Compared toddeber 31, 2006
Revenues

Our revenues increased by 2.6%, or $8.4 millior§329.2 million in 2007, from $320.8 million in 2600ur
discussion and analysis of the components of thianvee follows:

Telephone Operations Revenues

Local calling servicesrevenues decreased by 2.7% or $2.3 million, to&81lllion in 2007 compared to
$85.1 million in 2006. The decrease is primarilyda the decline in local access lines as prewodiscussed under
“— Factors Affecting Results of Operations.”

Network access serviceevenues increased by 3.1%, or $2.1 million, to.$Taillion in 2007 compared to
$68.1 million in 2006. The increase was primaritiven by rate increases in lllinois and increasedhdnd for
point-to-point circuits and other network acceswises.

Subsidiesrevenues decreased by 3.4%, or $1.6 million, taGd8llion in 2007 compared to $47.6 million in
2006. The decrease is primarily due to the timimgd impact of out of period settlements in our istate common
line support fund and in the local switching supggond in 2007 compared to 2006. In 2007 we refgnde
$2.6 million in out of period settlements compate®1.3 million in 2006. We received $27.0 millionfederal
universal service fund (“USF”) support and $19.0ion in Texas USF support in 2007 and $28.1 okfedl USF
support and $19.5 in Texas USF support in 2006.

Long distance servicesevenues decreased by 7.9%, or $1.2 million, toGallion in 2007 compared to
$15.2 million in 2006. This was driven by generalustry trends and the adoption of our unlimitetgldistance
calling plans. While these plans are helpful inmeining existing customers and attracting newarasts, they
have also led to some extent to a reduction in listance services revenues as heavy users obrgidistance
services take advantage of the fixed pricing offdrg these service plans.

Data and Internet revenues increased by 23.0%, or $7.1 million, #.@3nillion in 2007 compared to
$30.9 million in 2006. The revenue increase wastduecreased DSL and IPTV penetration. The nunalb&SL
lines in service increased from 52,732 as of Deearfh, 2006 to 66,624 as of December 31, 2007. IBI8fomers
increased from 6,954 at December 31, 2006 to 12a2Dkecember 31, 2007. These increases were padftdet by
erosion of our dial-up Internet base, which deaddsom 11,942 subscribers at of December 31, 2086734 at
December 31, 2007.

Other Servicesrevenues increased by 6.9%, or $2.3 million, to.$38illion in 2007 compared to
$33.5 million in 2006. The revenue increase wastdugowth in our Directory and Carrier Servicesibesses and
a full year effect of late payment fees implemeritethe fourth quarter of 2006.

Other Operations Revenue

Other Operations revenues increased by 5.0%, Orri2lion, to $42.4 million in 2007 compared to
$40.4 million in 2006. Revenues from our telemarigeaind order fulfillment business increased by $aillion due
to increased sales to existing customers. Our psgstems unit generated increased revenue of§ilién for the
period from increased minutes of use. The remaiilg million increase was due to an increase storner
premise equipment sales.
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Operating Expense

Our operating expenses decreased by 3.3%, or $8i@wnto $262.6 million in 2007 compared to
$271.5 million in 2006. Our discussion and analgdithe components of the variance follows:

Telephone Operations Operating Expense

Operating expenses for Telephone Operations inedelayg 0.7%, or $1.0 million, to $153.4 million i0@7
compared to $152.4 million in 2006. In 2007 we imed $1.2 million less in severance costs compar&d06.
These decreases were partially offset by a $1.komincrease in stock compensation expense artd5arsillion
increase in our energy costs.

Other Operations Operating Expenses

Operating expenses for Other Operations decreas&8.8%, or $8.2 million, to $43.5 million in 2007
compared to $51.7 million in 2006. In 2006, the @per Services and Market Response businessesnieedg
$10.2 million and $1.1 million intangible asset mmment, respectively. Excluding the impairmentrges,
operating expenses for Other Operations increag&3 million. This increase primarily came frontieased
costs required to support the growth in our custgonemise equipment sales and telemarketing rewenue

Depreciation and Amortization

Depreciation and amortization expenses decreas@dbBf, or $1.7 million, to $65.7 million in 2007ropared
to $67.4 million in 2006. The decrease resultethprily from our decreased amortization of the valfieur
customer lists. In 2006, the Company recognizedGhidillion in impairment related to its Operatom@ees and
Market Response customer lists. The reduced carmaiue of the customer lists resulted in decreasealrtization
expense in 2007.

Non-Operating Income (Expense)
Interest Expense, Net

Interest expense, net of interest income, increbged.4%, or $13.9 million, to $56.8 million in@D
compared to $42.9 million in 2006. The increagerisiarily due to the write-off of $10.3 million ieferred
financing costs associated with the early repayroéotir previous credit facility. In addition, wadha higher
average level of outstanding debt in 2007 as dtreShorrowing an additional $39.0 million in Jubf 2006 to
complete the share repurchase.

Other Income (Expense)

Other income, net decreased by 13.7%, or $1.0anijlio $6.3 million in 2007 compared to $7.3 mitlim
2006. During 2007, we recognized $7.0 million oféatment income compared to $7.7 million in 2006e T
decreased investment income is primarily the resfutbwer equity earnings from our cellular parstap
investments.

Income Taxes

Provision for income taxes increased by $4.3 millio $4.7 million in 2007 compared to $0.4 million2006.
The effective tax rate was 29.0% and 3.0%, for 2803 2006, respectively

The effective tax rate during 2007 primarily resdlfrom the State of Texas’ 2007 amendment toake t
legislation enacted during 2006. The most signifigepact of this amendment for us was the revisiotne
temporary credit on taxable margin converting siads carryforwards to a state tax credit carryBmdv This new
legislation resulted in a reduction of our net defd tax liabilities and corresponding credit ta tax provision of
approximately $1.7 million. In addition, under fitiis tax law, North Pittsburgh. and its directlyred subsidiaries
will join Consolidated Communications Holdings, laied its directly owned subsidiaries
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in the Illinois unitary tax group for 2008. The dilwh of our Pennsylvania entities to our lllinaisitary group
changed the Company'’s state deferred income tax Tais change in the state deferred income taxrestulted in
approximately $0.9 million of a reduction in incota expense in 2007. The reduction in expensera@gnized
due to the impact of applying a lower effectiveatefd income tax rate to previously recorded detetax
liabilities.

The low effective tax rate during 2006 resultedraniily from a change in enacted tax legislationry2006 ir
the State of Texas. The most significant impaghefnew legislation for us was the modificatioroaf Texas
franchise tax calculation to a new “margin tax”ctaétion used to derive taxable income. This neyislation
resulted in a reduction of our net deferred taBiliees and corresponding credit to our stategesvision of
approximately $6.0 million.

For the Year Ended December 31, 2006 Compared toddeber 31, 2005
Revenues

Our revenues decreased by 0.2%, or $0.6 milliofs3&0.8 million in 2006, from $321.4 million in 2B00ur
discussion and analysis of the components of thiarnvee follows:

Telephone Operations Revenues

Local calling servicesrevenues decreased by 3.5% or $3.1 million, to3$88llion in 2006 compared to
$88.2 million in 2005. The decrease is primarilyda the decline in local access lines as prewodiscussed unds
“— Factors Affecting Results of Operations.”

Network access serviceevenues increased by 5.7%, or $3.7 million, to.$68illion in 2006 compared to
$64.4 million in 2005. The increase was primaritiven by increased demand for point-to-point cite@ind other
network access services.

Subsidiesrevenues decreased by 11.7%, or $6.3 million, #b@#illion in 2006 compared to $53.9 million in
2005. The decrease is primarily due to the timihgui of period settlements in 2005 compared to6200 2005 we
received $1.7 million in prior period receipts amel refunded $1.3 million in 2006. The remaindethaf decrease is
attributable to declines in Universal Service Fdnaws associated with lower recoverable expensgsaincrease
in the national average cost per loop, which reslih lower subsidies to rural carriers.

Long distance servicesevenues decreased by 6.7%, or $1.1 million, toZSllion in 2006 compared to
$16.3 million in 2005. This was driven by generalustry trends and the introduction of our unlimiteng distance
calling plans. While these plans are helpful inmeining existing customers and attracting newarasts, they
have also led to some extent to a reduction in listance services revenues as heavy users obrgidistance
services take advantage of the fixed pricing offdrg these service plans.

Data and Internet revenues increased by 19.8%, or $5.1 million, 1©.$3nillion in 2006 compared to
$25.8 million in 2005. The revenue increase wastduecreased DSL and IPTV penetration. The nunalb&SL
lines in service increased from 39,192 as of De@arBh, 2005 to 52,732 as of December 31, 2006. |IBI3fomers
increased from 2,146 at December 31, 2005 to Ga®@B®ecember 31, 2006. These increases were padiédiet by
erosion of our dial-up Internet base, which deaddsom 15,971 subscribers at of December 31, 2003,942 at
December 31, 2006.

Other Servicesrevenues remained relatively steady at $33.5 mifiin2006 compared to $33.7 million in 20

Other Operations Revenue

Other Operations revenues increased by 3.3%, 8rriillion, to $40.4 million in 2006 compared to
$39.1 million in 2005. Revenues from our telemarigeind order fulfillment business increased byb$tillion due
to increased sales to existing customers. Ourpsygstems unit generated increased revenue ofndilli@n for the
period from increased minutes of use. These ineseagre partially offset by a net
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$1.0 million decrease in revenues associated wittother ancillary operations, primarily from oyrevator service
business which experienced losses due to increasegetition.

Operating Expenses

Our operating expenses increased by 1.6%, or $#lidnmto $271.5 million in 2006 compared to
$267.3 million in 2005. Our discussion and analgdithe components of the variance follows:

Telephone Operations Operating Expense

Operating expenses for Telephone Operations dextdns5.8%, or $9.4 million, to $152.4 million i0@5
compared to $161.8 million in 2005. Effective A@B0, 2005, the CCI Texas pension and other peisement plan
were amended to freeze benefit accruals for alluroon participants. These amendments resulteceimetognitior
of a $7.9 million curtailment gain (reduction inevpting expenses) in May 2005 and ongoing quarsayngs of
approximately $1.0 million. The 2005 results in@du#B.4 million of non-cash compensation expensepeoet to
$2.4 million in 2006. The 2005 results also incl$®el million of costs associated with a litigateettlement
compared to $0.5 million of settlement costs in@6€lated to a different dispute. During 2006, welized savings
of $2.9 million due to the termination of the pred®nal services agreements with our chairman,aRichumpkin,
Providence Equity and Spectrum Equity in connectith our IPO. During 2006 we also benefited $4 i8iom
from lower integration and severance costs verf0$ 2vhich also contributed to lower overall net@pieg costs
between 2006 and 2005.

Other Operations Operating Expenses

Operating expenses for Other Operations increag@® 3%, or $13.6 million, to $51.7 million in 2006
compared to $38.1 million in 2005. In 2006, the @per Services and Market Response businessesnieedg
$10.2 million and $1.1 million intangible asset @mmment, respectively. The impairment primarilyuisd from
customer attrition within these two business uwitsch has significantly outpaced our original estied life of the
customer lists values. Excluding the impairmentghs, operating expenses for Other Operationsaseckby
6.0%, or approximately $2.3 million. This incregs@narily came from increased costs required tqsufpthe
growth in our telemarketing and public servicesraies coupled with inflationary increases in wagebgeneral
operating costs associated with support our angiti@erations.

Depreciation and Amortization

Depreciation and amortization expenses remainestanhat $67.4 million for both 2006 and 2005 as ou
capital spending has remained relatively steady theelast two years.

Non-Operating Income (Expense)
Interest Expense, Net

Interest expense, net of interest income, decreagd®.7%, or $10.5 million, to $42.9 million in @®
compared to $53.4 million in 2005. The declinerisarily due to a redemption premium of $6.8 mitliand
deferred financing cost write-off of $2.5 millio@ach incurred upon redeeming $70.0 million of @misr notes in
2005. We also benefited from lower average intdveating debt during 2006 which was partially aftsg higher
average interest rates during 2006. At Decembe2@16 and 2005, the weighted average interestiratieiding
swaps, on our outstanding term debt was 6.61% at&¥®per annum, respectively.

Other Income (Expense)

Other income, net increased by 28.1%, or $1.6 anilto $7.3 million in 2006 compared to $5.7 millim
2005. During 2006, we recognized $7.7 million oféatment income compared to $3.2 million in 200% T
increased investment income is primarily the restiihcreased performance and distributions in 206 our
investments in cellular partnerships. During 20@5recognized $2.8 million in other income from theeipt of
key-man life insurance proceeds relating to theipgsof a former employee.

54




Table of Contents

Income Taxes

Provision for income taxes decreased by $10.5amilio $0.4 million in 2006 compared to $10.9 miilio
2005. The effective tax rate was 3.0% and 168.9%2006 and 2005, respectively.

The low effective tax rate during 2006 resultedranily from a change in enacted tax legislationry2006 ir
the State of Texas. The most significant impa¢hefnew legislation for us was the modificatioroaf Texas
franchise tax calculation to a new “margin tax"oczaétion used to derive taxable income. This neyislation
resulted in a reduction of our net deferred taBiliees and corresponding credit to our stategeovision of
approximately $6.0 million.

The exceptionally high effective rate during 2085ulted from the following circumstances. Undéndis tax
law, Consolidated Communications Texas Holdings, &md its directly owned subsidiaries joined Cdidated
Communications lllinois Holdings, Inc and its dilgcowned subsidiaries in the lllinois unitary tgsoup during
2005. The addition of our Texas entities to oundiis unitary group changed the Company’s staterded income
tax rate. This change in the state deferred incaxeate resulted in approximately $3.3 millionagiditional incom
tax expense in 2005. The additional expense wagnézed due to the impact of applying a higherafe deferre
income tax rate to previously recorded deferreditdilities. The $3.3 million charge is a non-castpense. A
change in the state deferred income tax rate appbea result of the separate company Texas filiegdted in an
additional $1.3 million of non-cash expense. Iniadd, taxes were higher during 2005 due to statere taxes
owed in certain states where we were requiredemfi a separate legal entity basis as well asrdifices between
book and tax treatment of non-cash compensatioaresgpof $8.6 million, life insurance proceeds aB%aillion,
and a litigation settlement of $3.1 million.

Critical Accounting Policies and Use of Estimates

The accounting estimates and assumptions discurssleid section are those that we consider to baribst
critical to an understanding of our financial stagmts because they inherently involve significadgments and
uncertainties. In making these estimates, we censitivarious assumptions and factors that wilediffom the
actual results achieved and will need to be andlyrel adjusted in future periods. These differencag have a
material impact on our financial condition, reswfsoperations or cash flows. We believe that af significant
accounting policies, the following involve a higldagree of judgment and complexity.

Subsidies Revenues

We recognize revenues from universal service sigssathd charges to interexchange carriers for bedt@and
special access services. In certain cases, ourtelephone companies, ICTC, Consolidated Commtinics. of
Texas Company and Consolidated Communications afBend Company, participate in interstate revesng cos
sharing arrangements, referred to as pools, witerdgelephone companies. Pools are funded by changde by
participating companies to their respective custsiiehe revenue we receive from our participatiopaols is
based on our actual cost of providing the inteessatrvices. Such costs are not precisely knowh afigr the year-
end and special jurisdictional cost studies hawnlmmpleted. These cost studies are generally letadpduring
the second quarter of the following year. Detail@lés for cost studies and participation in thelp@oe established
by the FCC and codified in Title 47 of the Codd-efleral Regulations.

Allowance for Uncollectible Accounts

We evaluate the collectibility of our accounts igable based on a combination of estimates andhgssons.
When we are aware of a specific customer’s inghiititmeet its financial obligations, such as a baptcy filing or
substantial down-grading of credit scores, we eospecific allowance against amounts due tchgemét
receivable to an amount we believe is reasonalibe tollected. For all other customers, we resarpercentage of
the remaining outstanding accounts receivable belas a general allowance based on a review offispgestomel
balances, trends and our experience with priorivabkes, the current economic
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environment and the length of time the receivahtespast due. If circumstances change, we reviewmdequacy of
the allowance to determine if our estimates ofro®verability of amounts due us could be reduged material
amount. At December 31, 2007, our total allowameeauhcollectible accounts for all business segmeals

$2.4 million. If our estimate were understated b4l the result would be a charge of approximatél $nillion to
our results of operations.

Valuation of Intangible Assets

Intangible assets not being amortized are revidaetinpairment as part of our annual business pranoycle
in the fourth quarter. We also review all intangibksets for impairment whenever events or ciramss make it
more likely than not that impairment may have ooedr Several factors could trigger an impairmewiens such as

« achange in the use or perceived value of our haues

« significant underperformance relative to expectistbhical or projected future operating resu
« significant regulatory changes that would impacttife operating revenue

« significant changes in our customer bz

« significant negative industry or economic trendz

« significant changes in the overall strategy in vahiee operate our overall busine

We determine if impairment exists based on a metfiatsing discounted cash flows. This requires
management to make certain assumptions regardiagefincome, royalty rates and discount rategfalthich
affect our impairment calculation. After completiohour impairment review in December 2006 and essalt of a
decline in the future estimated cash flows in opefator Services and Market Response businessescagnized
impairment losses of $10.2 million and $1.1 millioespectively, in connection with our preparatidrour
consolidated financial statements for the year drizlecember 31, 2006. Our impairment review in Dduem2007
did not result in any impairment losses for theryaraded December 31, 2007.

Pension and Postretirement Benefits

The amounts recognized in our financial statemfamtpension and postretirement benefits are detexdhon
an actuarial basis utilizing several critical asptions.

A significant assumption used in determining oungien benefit expense is the expected long-terenafat
return on plan assets. Our pension investmengglyas to maximize long-term return on investechasets while
minimizing risk of volatility. Accordingly, we taegt our allocation percentage at 50% to 60% in gduitds with
the remainder in fixed income and cash equivalédis.assumed rate considers this investment mixedlsas past
historical trends. We used a weighted average ¢ggdong-term rate of return of 8.0% in both 208d 2006.

Another significant estimate is the discount ratediin the annual actuarial valuation of our pemsiod
postretirement benefit plan obligations. In deteiing the appropriate discount rate, we considectheent yields
on high quality corporate fixed-income investmasith maturities that correspond to the expectedtiom of our
pension and postretirement benefit plan obligatiéios 2007 and 2006, we used a weighted averageudisrate of
6.25% and 6.0%, respectively.

In 2007 we contributed $4.8 million to our pensgans and $1.5 million to our other post retireny@ans. In
2006, we contributed $0.4 million to our pensioar@ and $1.0 million to our other post retiremdang.
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The following table summarizes the effect of chanigeselected assumptions on our estimate of pempdéans

expense and other post retirement benefit plansresg

Percentage Poin

December 31,
2007 Obligation

2007 Expense

Assumptions Change Higher Lower Higher Lower
(In millions)
Pension Plan Expens
Discount rate +or-05pte  $10.0) $10¢ $(0.1) $0.1
Expected return on asst tor-10ptt $ — $ — $(1.0 $1.cC
Other Postretirement Expen:
Discount rate +or-05ptc $(1.° $21 $(01) $01

Liquidity and Capital Resources
General

Historically, our operating requirements have bieeed from cash flow generated from our businesk a
borrowings under our credit facilities. As of Dedsn 31, 2007, we had $892.6 million of debt inchgdcapital
leases. Our $50.0 million revolving line of credligwever, remains unused. On February 26, 2008alveeted
notice of our intention to redeem our $130.0 millaf outstanding senior notes on April 1, 2008. Tédemption
and the payment of the redemption premium and asgaated fees is anticipated to be funded usiogeads of
our delayed draw term loan facility and cash ondhan

We expect that our future operating requirementiscontinue to be funded from cash flow generatrednf our
business and borrowings under our revolving crieditity. As a general matter, we expect that eguidity needs i
2008 will arise primarily from: (i) dividend paymisnof $45.6 million, reflecting quarterly dividendsan annual
rate of $1.5495 per share; (ii) interest paymentsur indebtedness of $64.0 million to $67.0 millidiii) capital
expenditures of approximately $46.5 to $49.5 milji¢iv) taxes; and (v) certain other costs. Thegeeeted liquidity
needs are presented in a format which is consistémtour prior disclosures and are a componemioftotal
expenses as summarized above under “Factors AfeBiesults of Operations — Expenses”. In additiom may
use cash and incur additional debt to fund selecnquisitions. However, our ability to use casly ipalimited by
our other expected uses of cash, including ouddiv policy, and our ability to incur additionabdevill be limited
by our existing and future debt agreements.

We believe that cash flow from operating activitigether with our existing cash and borrowingailable
under our revolving credit facility, will be suffent for approximately the next twelve months tadwur currently
anticipated uses of cash. After 2008, our abibitjund these expected uses of cash and to compiythe financial
covenants under our debt agreements will depertieoresults of future operations, performance asth dlow. Ou
ability to do so will be subject to prevailing eomnic conditions and to financial, business, reguigtlegislative
and other factors, many of which are beyond outrotin

We may be unable to access the cash flow of owsidiabies since certain of our subsidiaries ar¢igmito
credit or other borrowing agreements that restnietpayment of dividends or making intercompanysand
investments, and those subsidiaries are likelyttdinue to be subject to such restrictions and ipibns for the
foreseeable future. In addition, future agreem#rasour subsidiaries may enter into governingténms of
indebtedness may restrict our subsidiaries’ abititpay dividends or advance cash in any other eratonus.

To the extent that our business plans or projestairange or prove to be inaccurate, we may reqdiéional
financing or require financing sooner than we auttyeanticipate. Sources of additional financingyneclude
commercial bank borrowings, other strategic det#ricing, sales of nonstrategic assets, vendordingror the
private or public sales of equity and debt se@sitiWWe cannot assure you that we will be able teigge sufficient
cash flow from operations in the future, that dptated revenue growth will be realized or that fatborrowings or
equity issuances will be available in amounts sigfit to provide
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adequate sources of cash to fund our expectedofisash. Failure to obtain adequate financingedassary, could
require us to significantly reduce our operationkewel of capital expenditures which could haveaterial adverse
effect on our financial condition and the result®perations.

The following table summarizes our sources and aseash for the periods presented:

Year Ended December 31,

2007 2006 2005
(In millions)
Net Cash Provided by (Used for):
Operating activitie: $ 821 $84€ $79.:
Investing activities (305.9) (26.7) (31.7)
Financing activitie: 230.¢ (62.7) (68.9)

Operating Activities

Net income adjusted for non-cash charges is ourgssi source of operating cash. For 2007, net income
adjusted for non-cash charges generated $93.®mdli operating cash. In 2007 we paid $14.0 milbérash
income taxes compared to $8.2 million in 2006.ddition, accounts receivable used $4.6 million|uding
$4.7 million to cover our normal bad debt resefige timing of our accounts payable resulted innengase of
$1.3 million of available cash.

For 2006, net income adjusted for non-cash chaggeerated $91.3 million of operating cash. Paytiall
offsetting the cash generated were changes inicevtaking capital components. Accounts receivalded
$4.0 million, including $5.1 million to cover ounrmal bad debt experience offset by $1.1 millianira slight
improvement in our days sales outstanding. We wadsal $2.8 million of cash to primarily fund incredsnventory
supplies and miscellaneous prepaid expenses.

For 2005, net income adjusted for non-cash chaygeerated $82.7 million of operating cash. Paytiall
offsetting the cash generated were changes inicevtaking capital components. Accounts receivabtgeases,
due to increased fourth quarter business systess aald the timing of certain network related bjénused
$6.2 million of cash during the period. In additiaecrued expenses and other liabilities decrelag&d.9 million
primarily as a result of lower accruals associat@é TXUCV integration activities in 2005 as wel ¢he
completion of our IPO and senior note exchanger oifieth of which had accrued professional feesfas o
December 31, 2004.

Investing Activities

Cash used in investing activities has traditionatgn for capital expenditures and acquisition20@7, we
used $271.8 million of cash, net of cash acquif@dthe acquisition of North Pittsburgh Systems. lim addition,
we used $33.5 million for capital expenditures.

Cash used in investing activities of $26.7 milliar2006, consisted of capital expenditures of $38illon
partially offset by $6.7 million in proceeds frohetsale of assets. Cash used in investing act\afié31.1 million
in 2005 was entirely for capital expenditures.

Over the three years ended December 31, 2007, @k388.0 million in cash for capital investmentseT
majority of our capital spending was for the expam®r upgrade of outside plant facilities and shiihg assets.
Due to the acquisition of North Pittsburgh Systems,, we expect to increase our capital spendirZo8 to
approximately $46.5 to $49.5 million, including @2nillion for integration related projects. The @ming capital
expenditures will be used primarily to maintain aqpdjrade our network, central offices and otheitifees and
information technology for operating support anidestsystems.

Financing Activities

In 2007, we generated $230.9 of cash from finanaitgyities. In connection with the acquisitionNdrth
Pittsburgh, we borrowed $760.0 million. In additionfunding the acquisition, as described abovesund
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investing activities, proceeds from the borrowiagsl cash on hand were used to retire $464.0 mitifdarm debt
outstanding under our prior credit facility, payfeteed financing costs of $8.7 million, repay $16#lion of North
Pittsburgh’s long-term debt and pay $0.4 milliorcannection with registering shares that were dtagartially
fund the acquisition. We also paid $0.3 milliondefferred financing costs in connection with amegdiar credit
facility in the first quarter of 2007. In additioduring the year we paid $40.2 million of cash tw common
stockholders in accordance with the dividend potidgpted by our board of directors. We expect tdinae to pay
quarterly dividends at an annual rate of $1.5495pare during 2008, but only if and to the exttlared by our
board of directors and subject to various restiion our ability to do so. Our dividend policyoigtlined in more
detail in under Part Il, Item 5 of this report, endhe section entitled “Dividend Policy and Regions”.

In 2006, we used $62.7 million of cash for finamcactivities. We paid $44.6 million of cash to @ammon
stockholders in accordance with the dividend podidgpted by our board of directors. During July@08e entered
into an agreement to repurchase and retire appedglyn3.8 million shares of our common stock frorovitlence
Equity for approximately $56.7 million, or $15.06rshare. The transaction closed on July 28, 200 this
transaction, Providence Equity sold its entire f@siin our company, which, prior to the transactitotaled
approximately 12.7 percent of our outstanding shafeeommon stock. This was a private transactimhdid not
decrease our publicly traded shares. We finandsdépurchase using approximately $17.7 milliocagh on hand
and $39.0 million of additional term loan borrowsng

In 2005, we used $68.9 million of cash for finamcactivities. The IPO generated net proceeds ofg@ifllion.
Using these proceeds, together with additionaldyairrgs under our credit facilities and cash on havelredeemed
$70.0 million of our senior notes. In addition, had a $4.4 million net decrease in our long-terivt dad capital
leases during the year, incurred financing cost&508 million in connection with the amendment asstatement of
our credit facility and made a pre-IPO distributmfr$$37.5 million to our former preferred stockhedd. We also
paid our first dividend in the amount of $12.2 moifl to our common stockholders in accordance vhighdividend
policy adopted by our board of directors in conimectvith the IPO.

Debt

The following table summarizes our indebtedness &ecember 31, 2007:

Debt and Capital Leases as of December 31, 2007

Balance Maturity Date Rate (1)
(In millions)
Capital least $ 2.¢€ July 1, 2011 7.4(%
Revolving credit facility — December 31, 20: LIBOR + 2.5(%
Term loan 760.( December 31, 20: LIBOR + 2.5(%
Senior notes(2 130.( April 1, 2012 9.7%

(1) As of December 31, 2007, t9C-day LIBOR rate was 4.83%

(2) On February 26, 2008 we delivered notice of owgritibn to redeem all of the outstanding notes oril Ap
2008.

Credit Facilities

Borrowings under our credit facilities are our gnsecured obligations that are secured by sutiestgrall of
the assets of the borrowers (Consolidated Commtimica Inc., Consolidated Communications Acquisiticexas,
Inc. and North Pittsburgh Systems, Inc..) and tergntors (the Company and each of the existingidialies of
Consolidated Communications, Inc., Consolidated @amications Ventures, and North Pittsburgh Systénas,
other than ICTC, and certain future subsidiari®@gp credit agreement contains customary affirmatoxeenants,
which require us and our subsidiaries to furniskceed financial information to the lenders, complith
applicable laws, maintain our properties and assgdismaintain insurance on
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our properties, among others, and contains custormegative covenants which restrict our and ousslidries’
ability to incur additional debt and issue capstaick, create liens, repay other debt, sell assetke investments,
loans, guarantees or advances, pay dividends,alepss equity interests or make other restrictedhpays, engage
in affiliate transactions, make capital expendi#uengage in mergers, acquisitions or consolidgtienter into sale-
leaseback transactions, amend specified docuresrits, into agreements that restrict dividends fsoipsidiaries
and change the business we conduct. In additien;ribdit agreement requires us to comply with digecfinancial
ratios that are summarized below under “— Cove@amhpliance”.

As of December 31, 2007, we had no borrowings utiaerevolving credit facility. Borrowings underrou
credit facilities bear interest at a rate equanapplicable margin plus, at the borrowers’ etegteither a “base
rate” or LIBOR. As of December 31, 2007, the apgilie margin for interest rates was 2.50% per yaaihie
LIBOR based term loans and the revolving creditlitgc The applicable margin for alternative basgerloans was
1.50% per year for the term loan and the revolvrgglit facility. At December 31, 2007, the weightagtrage
interest rate, including swaps, on our term dels Wwa1% per annum.

The delayed draw term loan of up to $140.0 mili®available for the Company’s use for the soleppse of
payment of interest, fees, redemption premiumsraddmption of the face amount of our senior nofbs. ability tc
utilize the delayed draw term loan expires on Magd08. On February 26, 2008 we provided notidediders of
our senior notes of our intention to redeem thesdiVe anticipate utilizing the delayed draw teoaml for this
purpose. Once advanced, the relevant terms ofetaged draw loan will be the same as our term loan.

Derivative Instruments

As of December 31, 2007 we had $660.0 million dfar@l amount floating to fixed interest rate swap
agreements. Approximately 86% of our floating taten loans were fixed as of December 31, 2007. ¥ lalso
entered into $130.0 million of notional amount fiag to fixed interest rate swap agreements thitoecome
effective on April 1, 2008, commensurate with thenped advance of our delayed draw term loan. Wags expirt
at various times from December 31, 2008 throughdkl&d, 2013 and have a weighted average fixecbfate
approximately 4.56%.

Senior Notes

The senior notes are our senior, unsecured oldigatiThe indenture contains customary covenantsehaict
our, and our restricted subsidiaries’ ability tocur debt and issue preferred stock, engage iméssiother than
telecommunication businesses, make restricted patgniimcluding paying dividends on, redeeming, repasing o
retiring our capital stock), enter into agreemeatgricting our subsidiaries’ ability to pay divitts, make loans, or
transfer assets to us, enter into liens, enterartbange of control without making an offer toghase the senior
notes, sell or otherwise dispose of assets, inefudapital stock of subsidiaries, engage in traihsas with
affiliates, and consolidate or merge. On Febru#&y2®08 we delivered notice of our intention toereh all of the
outstanding notes on April 1, 2008, following whitte indenture will be terminated.

Covenant Compliance

In general our credit agreement restricts our gliidi pay dividends to the amount of our AvailaBlash
accumulated after October 1, 2005, plus $23.7 oniland minus the aggregate amount of dividends gféed
July 27, 2005. Available Cash for any period ismd in our credit facility as Consolidated EBIT&) minus, to
the extent not deducted in the determination ofsdbdated EBITDA, (i) norcash dividend income for such peri
(i) consolidated interest expense for such peniedof amortization of debt issuance costs incugfgdn
connection with or prior to the consummation of #leguisition of North Pittsburgh or (B) in connectiwith the
redemption of our senior notes; (iii) capital exgitures from internally generated funds; (iv) castome taxes for
such period; (v) scheduled principal payments debtedness, if any; (vi) voluntary repayments deintedness,
mandatory prepayments of term loans and net inescias
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outstanding revolving loans during such periodi) {fie cash costs of any extraordinary or unusagdds or charge
and (viii) all cash payments made on account cfdesr charges expensed prior to such period {is) {@ the extel
not included in Consolidated EBITDA, (i) cash irtstrincome; (ii) the cash amount realized in relspec
extraordinary or unusual gains; and (iii) net dases in revolving loans. Based on the results efaijpns from
October 1, 2005 through December 31, 2007, we woald been able to pay a dividend of $60.6 milliader the
credit facility covenant. After giving effect toahdividend of $11.4 million which was declared inMémber of 200
but paid on February 1, 2008, we could pay a divibef $49.2 million under the credit facility co\amnt.

We are also restricted from paying dividends urtderindenture governing our senior notes. Howeter,
indenture restriction is less restrictive thantstriction contained in our credit agreement. Tibdecause the
restricted payments covenant in our credit agre¢mlows a lower amount of dividends to be paidfrthe
borrowers (CCI, Consolidated Communications Acduisj Inc. and North Pittsburgh Systems, Inc.)he t
Company than the comparable covenant in the indeifteferred to as the build-gmount) permits the Company
pay to its stockholders.

Under our credit agreement, if our total net legereatio (as such term is defined in the credieagrent), as of
the end of any fiscal quarter, is greater than:3.88, until December 31, 2008 and 5.10:1.00 tHexeave will be
required to suspend dividends on our common statdsa otherwise permitted by an exception for dimis that
may be paid from the portion of proceeds of ang sélequity not used to make mandatory prepaynwritans an
not used to fund acquisitions, capital expenditeremake other investments. During any dividengeusion
period, we will be required to repay debt in an anteequal to 50.0% of any increase in availablé ¢as such term
is defined in our credit agreement) during suclidgind suspension period, among other things. litiaddwe will
not be permitted to pay dividends if an event dadk under the credit agreement has occurred sindritinuing.
Among other things, it will be an event of defatihur interest coverage ratio as of the end of fispal quarter is
below 2.25:1.00. As of December 31, 2007, we wemimpliance with our debt covenants.

The description of the covenants above and of mditagreement and indenture generally in thisushn
Report on Form 10-K are summaries only. They dacoatain a full description, including definitionsf, the
provisions summarized. As such, these summarieguaiied in their entirety by these documentsjchtare filed
as exhibits to this Annual Report on 10-K.

Dividends

The cash required to fund dividend payments istamidio our other expected cash needs, both of wivie
expect to be funded with cash flow from operatidnsaddition, we expect we will have sufficient dahility under
our revolving credit facility to fund dividend pamts in addition to any expected fluctuations irrkirgy capital
and other cash needs, although we do not intebdrrow under this facility to pay dividends.

We believe that our dividend policy will limit, babt preclude, our ability to grow. If we continpaying
dividends at the level currently anticipated unol@r dividend policy, we may not retain a sufficiambount of cash,
and may need to seek refinancing, to fund a ma&x@ansion of our business, including any sigaificacquisition
or to pursue growth opportunities requiring capégbenditures significantly beyond our current extatons. In
addition, because we expect a significant portiocash available will be distributed to holderscofmmon stock
under our dividend policy, our ability to pursueyanaterial expansion of our business will dependentban it
otherwise would on our ability to obtain third-pafinancing.

Surety Bonds

In the ordinary course of business, we enter intety, performance, and similar bonds. As of Decand,
2007, we had approximately $2.0 million of thesad®outstanding.
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Table of Contractual Obligations and Commitmer
As of December 31, 2007, our material contractbéiations and commitments were:

Payments Due by Perioc

Less thar 1-3 3-5 More than
Total 1 Year Years Years 5 Years
(In thousands)
Long-term debt(a $1,342,15( $65,00( $129,05( $259,05( $889,05(
Capital lease(h 2,92t 1,17¢ 1,70¢ 41 —
Operating lease 11,89¢ 3,71z 5,76¢ 1,65¢ 75¢
Other agreements and commitment: 6,951 4,99: 1,21¢ 52t 217
Pension and other pr-retirement obligations(c 61,76¢ 11,98( 12,76¢ 11,54¢ 25,475

Total contractual cash obligations and commitm $1,425,69. $86,86« $150,50° $272,81° $915,50:

(&) This item consists of interest and principajrpants under our credit facilities and our seniates. The credit
facilities consist of a $760.0 million term loarciliy maturing on December 31, 2014 and a $50.ani
revolving credit facility, which was fully availadlbut undrawn as December 31, 2007. The senios hotzl
$130.0 million and mature on March 31, 20

(b) Represents payments of principal and interest capital lease entered into by North Pittsbdogltequipment
used in its operation

(c) North Pittsburgh has two contracts to outsourceapority of its operational support systems. We h
provided notice of our intent to cancel one of ¢batracts effective no later than May 15, 2008 0Ala the
ordinary course of business, we enter into varamrgractual arrangements and purchase commitmeants f
items such as network maintenance, Internet baekbervices and advertising sponsorst

(d) Pension funding is an estimate of our minimumding requirements to provide pension benefits for
employees based on service through December 3%, @ifligations relating to other post retirememédfds
are based on estimated future benefit paymentse§limates are based on forecasts of future bgragfinent
which may change over time due to a number of factocluding life expectancy, medical costs amahdis
and on the actual rate of return on the plan asdistsount rates, discretionary pension contritngiand
regulatory rules

Under FIN 48, unrecognized tax benefits of $6.0iamlare excluded from the contractual obligatitaisle
based on the high degree of uncertainty regardieditming of future cash outflows with respect éttlement of
these liabilities.

Recent Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&alard, or the FASB, issued Statement of Financial
Accounting Standards No. 160 (“SFAS No. 160N§pncontrolling Interests in Consolidated Financial
Statements — an Amendment of ARB No. SEAS No. 160 clarifies that a noncontrolling intrim a subsidiary i
an ownership interest in a consolidated entity snaiuld be reported as equity in the consolidatezhtial
statements. It also requires consolidated net irctninclude the amounts attributable to both #ueept and the
noncontrolling interest. We are required to addpte&Snent 160 effective January 1, 2009 and arewotiyr
evaluating the impact, if any, of adopting SFAS W60 on our future results of operations and fifmgraondition.

In December 2007, the FASB issued Statement ofnEinhAccounting Standards No. 141 (revised 2007)
(“SFAS 141(R)"),“Business Combinations.SFAS No. 141(R) retains the fundamental requiremehthe original
pronouncement requiring that the purchase methadéed for all business combinations. SFAS No. 14 @igRkines
the acquirer as the entity that obtains contrara or more businesses in the business combinatitahlishes the
acquisition date as the date that the acquireeaekicontrol and
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requires the acquirer to recognize the assets @ajliabilities assumed and any non-controllingiiast at their fair
values as of the acquisition date. SFAS No. 144(8) requires, among other things, that acquisitidated costs
be recognized separately from the acquisition. Yéaequired to adopt SFAS No. 141(R) effective dayd, 2009.
SFAS No. 141(R) will generally affect acquisitioc@mmpleted after the date of adoption.

In February 2007, the FASB issued Statement oftfeilah Accounting Standards No. 159 (“SFAS No. 159”)
“The Fair Value Option for Financial Assets and Birtial Liabilities — Including an amendment of FASB
Statement No. 1153FAS No. 159 allows entities to voluntarily eleztmieasure many financial assets and fina
liabilities at fair value. The election is madeaminstrument-by-instrument basis and is irrevozabhe Company
is required to adopt SFAS No. 159 on January 18200e impact of the adoption of SFAS No. 159 wél
dependent upon the extent to which we elect to oreadigible items at fair value. We do not expbet adoption ¢
SFAS No. 159 to have a significant impact on oturf@ results of operations or financial condition.

In September 2006, the FASB issued Statement afi€ial Accounting Standards No. 158 (“SFAS No. 358"
“Employers’ Accounting for Defined Benefit Pensamd Other Postretirement Plans — an amendment &8-A
Statements No. 87, 88, 106, and 132(®}dtement 158 requires an entity to (a) recogmiztsistatement of
financial position an asset or an obligation fatedined benefit postretirement plan’s funded stafolsmeasure a
defined benefit postretirement plan’s assets ailigations that determine its funded status as efaihd of the
employer’s fiscal year and (c) recognize changdberfunded status of a defined benefit postretmnplan in
comprehensive income in the year in which the chamgcur. We adopted the recognition and relatstdatiure
provisions of SFAS No. 158 effective December IN& The measurement date provision of SFAS No.458
effective December 31, 2008. We do not expect thasurement date provision of adopting SFAS No.ta3tave ¢
significant impact on our results of operationgieancial condition.

In September 2006, the FASB issued Statement afi€ial Accounting Standards No. 157 (“SFAS No 1577)
“Fair Value Measurements.SFAS No. 157 provides enhanced guidance for usiimgyélue to measure assets and
liabilities. The Company is required to adopt SAA& 157 effective January 1, 2008; however, FASEfRositior
SFAS 157-2 delayed the effective date of SFAS N@. tb January 1, 2009 for all nonfinancial assets a
nonfinancial liabilities, except for items that aeeognized or disclosed at fair value in the friahstatements on a
recurring basis (at least annually). We do not ekpiee adoption of SFAS No. 157 to have a signifigmpact on
our future results of operations or financial caioah.

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

We are exposed to market risk from changes inéstaates on our long-term debt obligations. Wenege our
market risk using sensitivity analysis. Market risklefined as the potential change in the fairketavalue of a
fixed-rate long-term debt obligation due to hypdited adverse change in interest rates and thenpatehange in
interest expense on variable rate ldagn debt obligations due to a change in marketrést rates. The fair value
longterm debt obligations is determined based on disisalicash flow analysis, using the rates and theritias of
these obligations compared to terms and ratesrdiyravailable in long-term debt markets. The pt#ichange in
interest expense is determined by calculating tfeeteof the hypothetical rate increase on theiparof variable
rate debt that is not hedged through the intesgapsagreements described below and assumes noeshiangur
capital structure. As of December 31, 2007, appnaxely 88.8% of our long-term debt obligations wiexed rate
obligations and approximately 11.2% were variahle obligations not subject to interest rate swape@ments.

As of December 31, 2007, we had $760.0 millionetftbutstanding under our credit facilities. Oup@sure tc
fluctuations in interest rates was limited by ietdrrate swap agreements that effectively converfgattion of our
variable debt to a fixed-rate basis, thus redutegmpact of interest rate changes on future ésisexpenses. On
December 31, 2007, we had interest rate swap agrgsmovering $660.0 million of aggregate princiaount of
our variable rate debt at fixed LIBOR rates randiogn 3.87% to 5.51% and expiring on various dates),
December 31, 2008 through December 31, 2012. In
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addition, on December 14, 2007 we executed $130l@mof notional floating to fixed rate swaps thaill be
effective on April 1, 2008. The new swaps havedix¢BOR rates of 4.50% and will expire on March 2013. As
of December 31, 2007, we had $100.0 million of aiale rate debt not covered by interest rate swegeagents. If
market interest rates averaged 1.0% higher thaavbeage rates that prevailed from January 1, #0@ngh
December 31, 2007, interest expense would haveased by approximately $0.5 million for the peridd.of
December 31, 2007, the fair value of interest satap agreements amounted to a liability of $8.1lionil net of
taxes.

As of December 31, 2007, we had $130.0 millionggragate principal amount of fixed rate long-terebtd
obligations with an estimated fair market valu&gb83.9 million based on an overall weighted aveiatgest rate
of 9.75% and an overall weighted maturity of 4.2ans, compared to rates and maturities currentjlable in
long-term debt markets. Market risk is estimatethaspotential loss in fair value of our fixed rédag-term debt
resulting from a hypothetical increase of 10% iteiast rates. Such an increase would have resuolesd
approximately $2.1 million decrease in the faineabf our fixed rate long term debt. On FebruaryZZ®8 we
delivered notice of our intention to call the oatsling senior notes on April 1, 2008.
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Item 8. Financial Statements and Supplementary Data

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Our management is responsible for establishingnaaidtaining adequate internal control over finahcia
reporting. The Company’s internal control over finel reporting is a process designed to providsaaable
assurance regarding the reliability of financigdoging and the preparation of financial stateméntccordance
with generally accepted accounting principles fdemal purposes. The Company’s internal contr@rdinancial
reporting includes those policies and proceduras {f) pertain to the maintenance of records timateasonable
detail, accurately and fairly reflect the transaiesi and dispositions of the assets of the Com@hprovide
reasonable assurance that transactions are recasdestessary to permit preparation of financakstents in
accordance with generally accepted accounting ipiies and that receipts and expenditures of theg2my are
being made only in accordance with authorizatidn®@anagement and directors of the Company; andoficvide
reasonable assurance regarding prevention or tidetgction of unauthorized acquisition, use, opakstion of the
Company'’s assets that could have a material effete financial statements.

Internal control over financial reporting, becao$dés inherent limitations, may not prevent oreiet
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of charggpaditions, or that the degree of compliance withpolicies
or procedures may deteriorate. Management condactegsessment of the effectiveness of the Compamgrnal
control over financial reporting based on the framek set forth in Internal Control — Integrated fFrework,
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. (“COSQO”)

Our management excluded from its assessment @fftbetiveness of our internal control over finahcia
reporting the internal controls of North Pittsbuigystems, Inc., which we acquired on December @27 2nd
whose assets and liabilities are included in omsotidated financial statements as of that dateh @xclusion was
in accordance with Securities and Exchange Comariggiidance that an assessment of a recently &chjoirsines
may be omitted in management’s report on internatrol over financial reporting in the year of aisition. Total
assets and net assets of North Pittsburgh Systemsgepresented approximately $484.5 million aB@%5 million
respectively, of our consolidated assets and liasilas of December 31, 2007.

Based on management’s assessment, which excludessassment of internal control over financial répo
of the acquired operations of North Pittsburgh 8y, Inc., and the COSO criteria, our managemsdigvies that,
as of December 31, 2007, our internal control dvemcial reporting is effective. Our independesdgistered public
accounting firm, Ernst & Young LLP, has issued #tesdation report on Consolidated Communicationklidgs,
Inc’s internal control over financial reporting. dtireport is included on page 66 of this reporForm 10-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL OVER FINANCIAL REPORTING

To the Stockholders and Board of Directors of
Consolidated Communications Holdings, Inc.

We have audited Consolidated Communications HofJihte'’s. internal control over financial reportiag of
December 31, 2007, based on criteria establishéaennal Control — Integrated Framework issuedhsy
Committee of Sponsoring Organizations of the Tremd@ommission (the COSO criteria). Consolidated
Communications Holdings, Ins.’management is responsible for maintaining effedtiternal control over financi
reporting and for its assessment of the effectigerd internal control over financial reportinglimbed in the
accompanying Management's Report on Internal Cotver Financial Reporting. Our responsibility @sexpress
an opinion on the company’s internal control oveaicial reporting based on our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8oa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financieporting was maintained in all material respects. &udit included
obtaining an understanding of internal control digancial reporting, assessing the risk that aemaltweakness
exists, and evaluating the design and operatiregtfeness of internal control based on the asdesde and
performing such other procedures as we considereessary in the circumstances. We believe thaaadit
provides a reasonable basis for our opinion.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exdepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (Iajpeto the maintenance of records that, in reasiendetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ideweasonable
assurance that transactions are recorded as nactsgarmit preparation of financial statementsd@gordance wit
generally accepted accounting principles, andréwdipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (3) provide reasonasdeirance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtaiver financial reporting may not prevent or déte
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesidlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

As indicated in the accompanying Management’s Repointernal Control over Financial Reporting,
management’s assessment of and conclusion onfdwieéness of internal control over financial repa did not
include the internal controls of North Pittsburgfs®ms, Inc., which is included in the 2007 cordatkd financial
statements of Consolidated Communications Holdilrgs,and constituted $484.5 million and $379.Fioml of
total and net assets, respectively, as of DeceBhe2007. Consolidated Communications Holdings, ¢tompleted
its acquisition of North Pittsburgh Systems, Ing.@ecember 31, 2007. Our audit of internal conbrar financial
reporting of Consolidated Communications Holdirlgs, also did not include an evaluation of theiiné control
over financial reporting of North Pittsburgh Systenmc.

In our opinion, Consolidated Communications Holdinignc. maintained, in all material respects, affec
internal control over financial reporting as of Batber 31, 2007, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated balance shed&t®n$olidated Communications Holdings, Inc. as e€&mber 31,
2007 and 2006, and the related consolidated statsmé&operations, changes in stockholders’ eqaity, cash
flows for each of the three years in the periodeghbecember 31, 2007, and our report dated MarcR0GB
expressed an unqualified opinion thereon.

/s/ ERNST& YOUNGLLP

Chicago, lllinois
March 14, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders and Board of Directors of
Consolidated Communications Holdings, Inc.

We have audited the accompanying consolidated balsimeets of Consolidated Communications Holdiimgs
and subsidiaries (the Company) as of December(I] and 2006, and the related consolidated statsmén
operations, changes in stockholders’ equity, asth d@ws for each of the three years in the peended
December 31, 2007. Our audits also included trenfifal statement schedule listed in the Indexea I15. These
financial statements and schedule are the resplitysiti the Company’s management. Our respongibifi to
express an opinion on these financial statememtseimedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighagio
(United States). Those standards require that e ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of malterisstatement. An audit includes examining, ¢@sa basis,
evidence supporting the amounts and disclosuréigifinancial statements. An audit also includegssing the
accounting principles used and significant estismatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@albove present fairly, in all material respedts, ¢onsolidated
financial position of Consolidated Communicationddiings, Inc. at December 31, 2007 and 2006, aed th
consolidated results of their operations and tbaéh flows for each of the three years in the pesinded
December 31, 2007, in conformity with U.S. gengraltcepted accounting principles. Also, in our apinthe
related financial statement schedule, when consitlier relation to the basic consolidated finansfatements taken
as a whole, presents fairly, in all material respethe information set forth therein.

As discussed in Notes 3 and 11 to the consolidatedcial statements, the Company adopted certavigions
of Statement of Financial Accounting Standards N8, Employers’ Accounting for Defined Benefit Pensiod a
Other Postretirement Plans — an Amendment of FAStr8ents No. 87, 88, 106 and 132(Rhich changed its
method of accounting for pension and postretirerbentfits as of December 31, 2006 and FASB Inttaposm No
48,"“Accounting for Uncertainty in Income Taxes, aneipiretation of FASB Statement No. 10@fiich clarified the
accounting for uncertainty in income taxes as ofiday 1, 2007.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), Consolidated Communications Haisljiinc.’s internal control over financial repogias of
December 31, 2007, based on the criteria establishinternal Control — Integrated Framework issbgdhe
Committee of Sponsoring Organizations of the Tremgd@ommission, and our report dated March 14, 2008
expressed an unqualified opinion thereon.

/sl ERNST& Y OUNG LLP
Chicago, lllinois

March 14, 2008
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CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share amounts)

ASSETS
Current asset:
Cash and cash equivalel

Accounts receivable, net of allowance of $2,440$2d 10, respectivel

Inventories
Deferred income taxe
Prepaid expenses and other current a:

Total current asse
Property, plant and equipment, |
Intangibles and other asse

Investments

Goodwill

Customer lists, ne

Tradename

Deferred financing costs and other as

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Current portion of capital lease obligati
Current portion of pension and post retirement beabligations
Accounts payabl
Advance billings and customer depo:
Dividends payabli
Accrued expense
Total current liabilities
Capital lease obligation less current pori
Long-term debi
Deferred income taxe
Pension and postretirement benefit obligati
Other liabilities

Total liabilities
Minority interest
Stockholder' equity

Common stock, $0.01 par value, 100,000,000 shath®@dzed, 29,440,587 and

26,001,872 issued and outstanding in 2007 and 2@8fectively
Additional paid in capita
Accumulated defici
Accumulated other comprehensive income (I
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes
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2007 2006
$ 3434, $ 26,67:
44,00 34,39¢
6,36¢ 4,17¢
4,551 2,081
10,35¢ 6,89¢
99,61f 74,217
411,64 314,38
94,14: 40,31«
526,43¢ 316,03«
146,41:  110,27:
14,29: 14,291
12,04  20,06¢
$1,304,59. $889,57¢
$ 1,01C $ —
8,76t —
17,38¢ 11,00
18,167  15,30¢
11,367 10,04
28,25: 29 39¢
84,94:  65,74¢
1,63¢ —
890,00 594,00
97,28¢  55,89:
56,72¢  54,18]
14,30¢ 1,10(
1,144,90. 770,92
4,327 3,69¢
294 26C
278,17¢  199,85¢
(117,45) (87,36
(5,65)) 2,20z
155,36( 114,95
$1,304,59. $889,57¢
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CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in thousands, except per share amounts)

Year Ended December 31

2007 2006 2005
Revenue: $329,24¢ $320,76° $321,42¢
Operating expense
Cost of services and products (exclusive of dept&ri and amortization
shown separately belov 107,29( 98,09: 101,15¢
Selling, general and administrative exper 89,66: 94,69: 98,791
Intangible assets impairme — 11,24( —
Depreciation and amortizatic 65,65¢ 67,43( 67,37¢
Income from operatior 66,63 49,311 54,10(
Other income (expense
Interest incomi 89:< 974 1,06¢
Interest expens (57,677 (43,877 (54,509
Investment incom: 7,034 7,691 3,21¢
Minority interest (627) (721) (683)
Other, ne (167) 29C 3,28¢
Income before income tax 16,097 13,67 6,47%
Income tax expens 4,674 40E 10,93t
Net income (loss 11,42 13,26 (4,462
Dividends on redeemable preferred shi — — (10,267)
Net income (loss) applicable to common stockhol $ 11,42 $ 13,267 $(14,72Y
Net income (loss) per common sh—
Basic $ 044 $ 04 $ (0.89
Diluted $ 04 $ 047 $ (0.89
Cash dividends per common sh $ 158 $ 158 $ 041

See accompanying notes
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CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’

Year Ended December 31, 2007, 2006 and 2005
(Dollars in thousands, except share amounts)

Balance, January 1, 2005

Net loss

Dividends on redeemable preferred shi
Dividends on common stoc

Reorganization and conversion of redeemable

Accumulated
Other

EQUITY

preferred shares to common stock in connection

with initial public offering
Issuance of common sto
Shares issued under employee |
Non-cash stock compensati
Purchase and retirement of common st
Minimum pension liability, net of ($130) of te

Change in fair value of cash flow hedges, net of

$1,582 of tay
Balance, December 31, 2005

Net income

Dividends on common stoc

Shares issued under employee plan, net of
forfeitures

Non-cash stock compensati

Purchase and retirement of common st

Reversal of minimum pension liability upon
adoption of SFAS 158, net of $303 of 1

Recognition of funded status upon adoption of
SFAS 158, net of ($194) of t

Unrealized gain on marketable securities, net di

of tax

Change in fair value of cash flow hedges, net of

($492) of tax
Balance, December 31, 20C

Net income

Dividends on common stoc

Issuance of common sto

Shares issued under employee plan, net of
forfeitures

Non-cash stock compensati

Purchase and retirement of common st

Permanent portion of tax on restricted stock ves

Recognition of funded status of pension and otf
post retirement benefit plans, net of $1,606 of
Change in fair value of cash flow hedges, net of

($6,139) of ta
Balance, December 31, 20C

Common Stock Additional ~ Accumulated Comprehensive Comprehensive
Shares  Amount Paid in Capital Deficit Income (Loss) _ Total Income (Loss)
10,000,000 $ — $ 58 $ (19,11) % 25¢ $(18,79H
— — — (4,467) — (4,462) $ (4,467)
— — — (10,267) — (10,269 —
— — — (23,697 —  (23,69) —
13,692,51 237 177,99° — — 178,23 —
6,000,001 60 67,52¢ — —  67,58¢
87,50( — — — — — —
— — 8,59( — — 8,59(
(5,000 — (12 — — (12) —
— — — — (144) (144) (144)
— — — — 2,18¢ 2,18¢ 2,18¢
29,775,001 297 254,16: (57,537) 2,30z 199,22 $ (2,419
— — — 13,267 — 13,267 $ 13,267
— — — (43,09¢) —  (43,09¢) —
13,841 — — — — — —
- — 2,482 — — 2,48:
(3,786,979 (37) (56,78¢) — — (56,829 —
— — — — 427 427 —
— — — — (324) (324) —
— — — — 49 49 49
— — — — (252) (252) (252)
26,001,87 26C 199,85¢ (87,367) 2,20z 114,95( $ 13,06¢
— — — 11,42¢ — 11,42: $ 11,42¢
— — — (41,517 —  (41,51) —
3,319,14. 34 74,37¢ — —  74,41( —
126,83« — — — — — —
— — 4,03¢ — — 4,03¢
(7,26]) — (133) — — (133) —
— — 38 — — 38 —
— — — — 2,78t 2,78¢ 2,78t
— — — — (10,63¢) (10,63¢) (10,63¢)
29,440,58 $ 294 $ 278,17 $ (117,45) $ (5,65]) $155,36( $ 3,57(

See accompanying notes
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CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

Year Ended December 31

2007 2006 2005
OPERATING ACTIVITIES
Net income (loss $ 11,420 $13,267 $ (4,46
Adjustments to reconcile net income (loss) to qasivided by operating
activities:
Depreciation and amortizatic 65,65¢ 67,43( 67,37¢
Provision for uncollectible accour 4,73¢ 5,05¢ 4,48(
Deferred income ta (4,277 (9,305 10,23
Intangible assets impairme — 11,24( —
Pension curtailment ga — — (7,880
Partnership incom (2,205 (2,897) (1,809
Non-cash stock compensati 4,034 2,48 8,59(
Minority interest in net income of subsidie 627 721 683
Penalty on early termination of de — — 6,82¢
Amortization and write off of deferred financingsts 13,45 3,26( 5,482
Changes in operating assets and liabilities, natqtiisition:
Accounts receivabl (4,569 (3,952 (6,16€)
Inventories (22¥¢) (750 10¢
Other asset 7,41¢ (2,080 15€
Accounts payabl 1,25¢ (739 567
Accrued expenses and other liabilit (15,26¢6) 852 (4,886€)
Net cash provided by operating activit 82,06¢ 84,59: 79,30(
INVESTING ACTIVITIES
Proceeds from sale of investme 10,62¢ 5,921 —
Proceeds from sale of ass 81t —
Securities purchase (10,625 — —
Acquisition, net of cash acquirt (271,78() — —
Capital expenditure (33,499 (33,38¢) (31,099
Net cash used in investing activit| (305,27H (26,657 (31,099
FINANCING ACTIVITIES
Proceeds from issuance of st 12 — 67,58¢
Proceeds from lor-term obligations 760,00( 39,00( 5,68¢
Payments made on lo-term obligations (464,000 — (86,939
Repayment of North Pittsburgh Ic-term obligatior (15,42¢) — —
Costs paid to issue common st (400 — —
Payment of deferred financing co (8,98¢) (262) (5,559
Purchase of treasury sha (132) (56,829 (12
Distribution to preferred shareholde — — (37,500
Dividends on common stoc (40,197 (44,599 (12,160
Net cash provided by (used in) financing activi 230,87 (62,67f) (68,88
Net increase (decrease) in cash and cash equis 7,66¢ (4,737 (20,675
Cash and cash equivalents at beginning of the 26,67 31,40¢ 52,08¢
Cash and cash equivalents at end of the $ 34,34 $26,67: $ 31,40¢
Supplemental cash flow informatit
Interest paic $ 44,347 $44,50¢ $53,06¢
Income taxes pai $ 1397¢ $ 8237 $ 612

See accompanying notes
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1. Description of Business

Consolidated Communications Holdings, Inc. anavitelly owned subsidiaries (the “Company”) operates
under the name Consolidated Communications. Thep@agnis an established rural local exchange company
(“RLEC”) providing communications services to residial and business customers in lllinois, Texas an
Pennsylvania. With approximately 282,028 local asdies, 68,874 Competitive Local Exchange Ca(fieLEC")
access line equivalents, 83,521 digital subsctibes (“DSL”) and 12,241 digital television subdmrs,
Consolidated Communications offers a wide rangeeleCommunications services, including local andyldistance
service, custom calling features, private line m&y, dial-up and high-speed Internet access allig\, carrier
access services, network capacity services overegiiwnal fiber optic network, and directory puhlisg. The
Company also operates a number of complementaigdases, including telemarketing and order fulfdht
telephone services to county jails and state psisequipment sales; operator services; and mobiléces.

2. Initial Public Offering

On July 27, 2005, the Company completed the ingtiddlic offering of its common stock (the “IPO”)h& IPO
consisted of the sale of 6,000,000 shares of constamk newly issued by the Company and 9,666,666eshof
common stock sold by certain selling stockhold&hse shares of common stock were sold at an imtialic
offering price of $13.00 per share resulting in metceeds, after deduction of offering costs, ®@wmpany of
$67,589. The Company did not receive any procerents fhe sale of common stock by the selling stoldkrs.

On July 29, 2005, the underwriters notified the @any of their intention to fully exercise their mpt to
purchase an additional 2,350,000 shares of the @oy’p common stock from the selling stockholderthatinitial
public offering price of $13.00 per share, lessuhderwriters’ discount. The sale of the oefibtment shares clos
on August 2, 2005. The Company did not receive@ogeeds from the sale of the over-allotment shaydahe
selling stockholders.

3. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include tw@ants of Consolidated Communications Holdings, émd
its wholly-owned subsidiaries and subsidiaries ol it has a controlling financial interest. Allaterial
intercompany balances and transactions have barimaled in consolidation.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia
United States requires management to make estimateassumptions that affect the reported amodrassets and
liabilities and disclosure of contingent assets latullities at the date of the financial statenseand the reported
amounts of revenues and expenses during the neggrtiriods. Actual results could differ from théirates and
assumptions used.

Regulatory Accounting

Certain wholly-owned subsidiaries, lllinois Conslalied Telephone Company, Consolidated Communication
of Texas Company, Consolidated Communications of Bend Company and Consolidated Communications of
North Pittsburgh, Inc., are independent local ergeacarriers“ILECs”) which follow the accounting for regulated
enterprises prescribed by Statement of FinanciabBnting Standards No. 7JAccounting for the Effects of
Certain Types of Regulatior(*SFAS 71"). SFAS 71 permits rates (tariffs) to be
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set at levels intended to recover estimated cdgisowiding regulated services or products, inchgdcapital costs.
SFAS 71 requires the ILECs to depreciate wirelilmapover the useful lives approved by the regusgterhich
could be different than the useful lives that wootlderwise be determined by management. SFAS dlredgiires
deferral of certain costs and obligations basedgmprovals received from regulators to permit vecp of such
amounts in future years. Criteria that would giige tto the discontinuance of SFAS 71 include (t)dasing
competition restricting the wireline business’ @hito establish prices to recover specific costd ) significant
changes in the manner by which rates are set hyategs from cost-base regulation to another fofmegulation.

Cash Equivalents

Cash equivalents consist of short-term, highlyitiguvestments with a remaining maturity of threerths or
less when purchased.

Investments

Investments in affiliated companies that the Comypdmes not control but does have the ability toreige
significant influence over operations and finangialicies are accounted for using the equity methogestments il
affiliated companies, that the Company does notroband does not have the ability to exerciseifigant
influence over operations and financial policigs, accounted for using the cost method.

To determine whether an impairment of an investreaigts, the Company monitors and evaluates ttandiial
performance of the business in which it invests @nmdpares the carrying value of the investmenutated market
prices if available or the fair value of similavestments, which in certain circumstances, is basedaditional
valuation models utilizing multiple of cash flow&hen circumstances indicate that a decline in dlirevhlue of the
investment has occurred and the decline is otlar thmporary, the Company records the declinelurevas
realized impairment loss and a reduction in the obthe investment.

Accounts Receivable and Allowance for Doubtful Acous

Accounts receivable consist primarily of amounts thuthe Company from normal activities. Accounts
receivable are determined to be past due whemtiogiat is overdue based on the payment terms wétlculstomer.
In certain circumstances, the Company requires sitepftom customers to mitigate potential risk assted with
receivables. The Company maintains an allowancddabtful accounts to reflect management’s beghes¢ of
probable losses inherent in the accounts receiladiémce. Management determines the allowance dmlaased on
known troubled accounts, historical experience @thér currently available evidence. Accounts remiglie are
written off when management of the Company deteemithat the receivable will not be collected.

Inventories

Inventories consist mainly of copper and fiber eablat will be used for network expansion and ugegsaand
materials and equipment used in the maintenancénatallation of telephone systems. Inventoriesséaged at the
lower of cost or market using the average cost ateth

Goodwill and Other Intangible Assets

In accordance with Statement of Financial Accounftandards No. 142Goodwill and Other Intangible
Asset” (“SFAS 142"), goodwill and intangible assets thavé indefinite useful lives are not amortized lauber
are tested at least annually for impairment. Tradess have been determined to have indefinite lihes, they are
not being amortized but are tested annually foraimpent using discounted
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cash flows based on a relief from royalty methdee Tompany evaluates the carrying value of goodwithe
fourth quarter of each year. As part of the evadumathe Company compares the carrying value foheaporting
unit with their fair value to determine whether iamment exists. If impairment is determined to xasy related
impairment loss is calculated based upon fair value

SFAS 142 also provides that assets which havefiiviés be amortized over their useful lives. Comolists
are being amortized on a straight-line basis dveir estimated useful lives based upon the Comgamgtorical
experience with customer attrition. The estimateessl range from 5 to 13 years. In accordance wigiteShent of
Financial Accounting Standards No. 144ccounting for the Impairment or Disposal of Lofiged
Asset” (“SFAS 144") , the Company evaluates the potential impairmefindé-lived acquired intangible assets
when impairment indicators exist. If the carryirgjue is no longer recoverable based upon the unaliged future
cash flows of the asset, the amount of the impaitrisethe difference between the carrying amoudtthe fair
value of the asset.

Property, Plant, and Equipment

Property, plant, and equipment are recorded at €bst cost of additions, replacements, and major
improvements is capitalized, while repairs and reaiance are charged to expense. Depreciationasnlieied
based upon the assets’ estimated useful lives @stingr the group or unit method.

The group method is used for depreciable assetsated to providing regulated telecommunicatiorviees,
including the majority of the network and outsidan facilities. Under the group method, a spedafset group has
an average life. A depreciation rate is developegkd on the average useful life for the specifseigroup as
approved by regulatory agencies. This method requperiodic revision of depreciation rates. Wheimdividual
asset is sold or retired under the group methadditierence between the proceeds, if any, andakeof the asset
is charged or credited to accumulated depreciatithput recognition of a gain or loss.

The unit method is primarily used for buildingstrfiture, fixtures and other support assets. Undeiunit
method, assets are depreciated on the straighbdisis over the estimated useful life of the indiinal asset. When
an individual asset is sold or retired under thié mnethod, the cost basis of the asset and rekdedmulated
depreciation are removed from the accounts andaasgciated gain or loss is recognized.

Estimated useful lives are as follows:

Years
Buildings 15-35
Network and outside plant faciliti¢ 5-30
Furniture, fixtures, and equipme 3-17
Capital lease asse 11

Revenue Recognition

Revenue is recognized when evidence of an arrangesrests, the earnings process is complete and
collectibility is reasonably assured. The pricasrégulated services are filed in tariffs with dygoropriate
regulatory bodies that exercise jurisdiction over various services. Marketing incentives, inclgdaundle
discounts, are recognized as revenue reductiotieiperiod the service is provided.

Local calling services including local dial tonehanced calling features such as caller name amthew
identification, special access circuits, long dis&flat rate calling plans, and most data senédcesilled to end
users in advance. Billed but unearned revenuefesmdel and recorded in advance billings and custataposits.
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Revenues for providing usage based services, supbraminute long distance service and access ehitied
to other telephone carriers for originating andnieating long distance calls on the Companyetwork, are billed
arrears. Revenues for these services are recognitlee period services are rendered. Earned thitled usage
based services are recorded in accounts receivable.

Subsidies, including Universal Service revenuesgavernment sponsored support received in asgotiaith
providing service in mostly rural, high cost areBisese revenues are typically based on informatfornided by the
Company and are calculated by the government agessppnsible for administering the support progréobsidies
are recognized in the period the service is praVviaed out of period subsidy adjustments are reeeghin the
period they are deemed probable and estimable.

Operator services, paging services, telemarketigoader fulfillment services are recognized mont
services are provided. Telephone equipment revegermsrated from retail channels are recorded gidire of sale
Telecommunications systems and structured cabliogg revenues are recognized upon completiorbéliag of
the project. Maintenance services are providedath & contract and time and material basis andez@ded when
the service is provided. Print advertising and ghiihg revenues are recognized ratably over teeofitthe related
directory, generally twelve months.

Advertising Costs

The costs of advertising are charged to expenseaged. Advertising expenses totaled $1,944, &3 @hd
$1,256 in 2007, 2006 and 2005, respectively.

Income Taxes

Consolidated Communications Holdings, Inc. anavit®lly owned subsidiaries file a consolidated fedier
income tax return, and its majority owned subsidi&tast Texas Fiber Line Incorporated files a sajediederal
income tax return. State income tax returns aeel filn a consolidated or separate legal entity llegiending on the
state. Federal and state income tax expense ofitisralocated to each subsidiary based on séplgrdetermined
taxable income or loss.

Amounts in the financial statements related to inedaxes are calculated in accordance with Stateofien
Financial Accounting Standards No. 108ccounting for Income Taxeq“SFAS 109”). On January 1, 2007, the
Company adopted FASB Interpretation No. 48ctounting for Uncertainty in Income Taxg5IN 48”) to account
for uncertainty in income taxes recognized in tlienpany’s financial statements in accordance witASSEQ9.
Refer to Note 11. Deferred income taxes are pravfdethe temporary differences between assetdialnitlities
recognized for financial reporting purposes anchsamounts recognized for tax purposes as wellsss lo
carryforwards. Deferred income tax assets andliligisiare measured using enacted tax rates expaztpply to
taxable income in the years in which those tempyadiferences are expected to be recovered oesefflhe
Company records a valuation allowance for defeimedme tax assets when, in the opinion of managgriteés
more likely than not that deferred tax assets mali be realized.

Provisions for federal and state income taxes al@uated on reported pre-tax earnings based aermuiax
law and also may include, in the current period,dbmulative effect of any changes in tax ratesftkose used
previously in determining deferred tax assets &talities. Such provisions may differ from the amnés currently
receivable or payable because certain items ohiiecand expense are recognized in different timegefor
financial reporting purposes than for income taxppses. Significant judgment is required in deterng income
tax provisions and evaluating tax positions. ThenBany establishes reserves for income tax whepjtdehe
belief that its tax positions are fully supportalités more likely than not there remain certaindme tax
contingencies that will be challenged and posdilipllowed by various
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authorities. The consolidated tax provision andtesl accruals include the impact of such reasoregilgnated
losses. To the extent that the probable tax outsarhthese matters change, such changes in estivilbit@pact the
income tax provision in the period in which suchedmination is made.

Stock Based Compensation

The Company maintains a restricted share plan tovdeertain employees of the Company restrictedncom
shares of the Company as an incentive to enhaeaeldhg-term performance as well as an incentvin or
remain with the Company. In December 2004, thertgiz Accounting Standards Board (“FASB”) issued
Statement of Financial Accounting Standards No.R&@ised,;'Share Based Paymen{("SFAS 123R"), which
replaced SFAS No. 123Accounting for Stock-Based CompensatidtSFAS 123") and superseded Accounting
Principles Board (“APB”) Opinion No. 25Accounting for Stock Issued to Employ&eSFAS 123R requires all
share-based payments to employees, including goartnployee stock options, to be recognized irfithencial
statements based on their fair values. SFAS 123Radapted by the Company effective July 1, 200Bguie
modified-prospective transition method. Under thalglines of SFAS 123R, the Company recognized casit
stock compensation expense of $4,034 in 2007, 228006 and $8,590 in 2005.

Financial Instruments and Derivatives

As of December 31, 2007, the Company’s financisfriiments consist of cash and cash equivalentsuats
receivable, accounts payable and long-term deligatidns. At December 31, 2007 and 2006 the cagryadue of
these financial instruments approximated fair vaixeept for the Company’s senior notes payableofAs
December 31, 2007, the carrying value and fairevaluithe Company’s senior notes approximated $080abd
$133,900, respectively.

Derivative instruments are accounted for in accocdavith Statement of Financial Accounting Standard
No. 133,“Accounting for Derivative Instruments and Hedgifgtivity” (“SFAS 133"). SFAS 133 provides
comprehensive and consistent standards for thgni@mn and measurement of derivative and hedgatiyities. It
requires that derivatives be recorded on the cateedd balance sheet at fair value and establistitesia for hedge
of changes in fair values of assets, liabilitiegimn commitments, hedges of variable cash flowfooécasted
transactions and hedges of foreign currency expssefrnet investments in foreign operations. Toetktent that th
derivatives qualify as a cash flow hedge, the gailoss associated with the effective portion orded as a
component of Accumulated Other Comprehensive Incfirass). Changes in the fair value of derivativest do no
meet the criteria for hedges are recognized irctimsolidated statements of operations. Upon tertioimaf interest
rate swap agreements, any resulting gain or log@gnized over the shorter of the remaining ndbterm of the
hedging instrument or the remaining life of the ertging debt obligation. Since the Company’s ins¢mate swap
agreements are with major financial institutiom® €ompany does not anticipate any nonperformapeap
counterparty.

Recent Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&alard, or the FASB, issued Statement of Financial
Accounting Standards No. 160 (“SFAS No. 160N§pncontrolling Interests in Consolidated Financial
Statements — an Amendment of ARB No. SEAS No. 160 clarifies that a noncontrolling intri;m a subsidiary i
an ownership interest in a consolidated entity shatuld be reported as equity in the consolidatezhtial
statements. It also requires consolidated net irctmninclude the amounts attributable to both #ueept and the
noncontrolling interest. The Company is requireddopt Statement 160 on January 1, 2009 and isrdiyr
evaluating the impact, if any, of adopting SFAS N60 on its future results of operations and fimanmondition.
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In December 2007, the FASB issued Statement ofnEinbhAccounting Standards No. 141 (revised 2007)
(“SFAS 141 (R)"),"Business Combinations.SFAS No. 141(R) retains the fundamental requiremehthe origina
pronouncement requiring that the purchase methadéed for all business combinations. SFAS No. 13 @igRkines
the acquirer as the entity that obtains contrare or more businesses in the business combinattablishes the
acquisition date as the date that the acquireegehlicontrol and requires the acquirer to recoghiz@ssets
acquired, liabilities assumed and any non-contrglinterest at their fair values as of the acqoisitate.

SFAS No. 141(R) also requires, among other thitigd,acquisition-related costs be recognized séggriom the
acquisition. The Company is required to adopt SRaS141(R) effective January 1, 2009. SFAS No. @will
generally impact acquisitions made after the datoption.

In February 2007, the FASB issued Statement ofrfgiiah Accounting Standards No. 159 (“SFAS No. 159")
“The Fair Value Option for Financial Assets and Rircial Liabilities — Including an amendment of FASB
Statement No. 1153FAS No. 159 allows entities to voluntarily eleztnieasure many financial assets and fina
liabilities at fair value. The election is madeaminstrument-by-instrument basis and is irrevozabhe Company
is required to adopt SFAS No. 159 on January 18200e impact of the adoption of SFAS No. 159 wél
dependent upon the extent to which the Companyseleeneasure eligible items at fair value. The @any does
not expect the adoption of SFAS No. 159 to havigrificant impact on its future results of operagoor financial
condition.

In September 2006, the FASB issued Statement ain€ial Accounting Standards No. 158 (“SFAS No. 358"
“Employers’ Accounting for Defined Benefit Pensamd Other Postretirement Plans — an amendment &5-A
Statements No. 87, 88, 106, and 132(R}dtement 158 requires an entity to (a) recogmiztsistatement of
financial position an asset or an obligation fatedined benefit postretirement plan’s funded stafolsmeasure a
defined benefit postretirement plan’s assets ailigations that determine its funded status as efaihd of the
employer’s fiscal year and (c) recognize changekerfunded status of a defined benefit postretnplan in
comprehensive income in the year in which the charmgcur. The Company adopted the recognition elated
disclosure provisions of SFAS No. 158 effective &mber 31, 2006. The measurement date provision of
SFAS No. 158 is effective December 31, 2008. Them@any does not expect the measurement date proagio
adopting SFAS No. 158 to have a significant immarctts results of operations or financial condition

In September 2006, the FASB issued Statement afi€ial Accounting Standards No. 157 (“SFAS No. 357"
“Fair Value Measurements.SFAS No. 157 provides enhanced guidance for usimgy#élue to measure assets and
liabilities. The Company is required to adopt SFA& 157 effective January 1, 2008; however, FASEfRositior
SFAS 157-2 delayed the effective date of SFAS N@. tb January 1, 2009 for all nonfinancial assets a
nonfinancial liabilities, except for items that aezognized or disclosed at fair value in the firiahstatements on a
recurring basis (at least annually). The Compargsdmt expect the adoption of SFAS No. 157 to leasignificant
impact on its future results of operations or ficiahcondition.

In June 2006 the FASB issued FIN 48. FIN 48 clasifihe accounting for uncertainty in income taxes
recognized in a company’s financial statementsmrdcribes a recognition threshold and measureattitiute for
the financial statement recognition and measurewlfeatax position taken or expected to be takemtiax return.
FIN 48 also provides guidance on description, di@ssion, interest and penalties, accounting iiim periods,
disclosure and transition. The Company adopted4dNffective January 1, 2007. Refer to Note 11.

In May 2007, the FASB issued FASB Staff PositioR§P”) No. FIN 48-1;Definition of Settlement in FASB
Interpretation No. 4¢" which provides guidance on how an enterprise shdetdrmine whether a tax
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position is effectively settled for the purpose@tognizing previously unrecognized tax benefitee @mendment
had no impact on our financial position, result®pérations or cash flows.

In June 2007, the Emerging Issues Task Force (“Blielached consensus on Issue No. 06*A&counting for
Income Tax Benefits of Dividends on SI-Based Payment AwardsEITF Issue No. 06-11 requires that the tax
benefit related to dividend equivalents paid onrieted stock units that are expected to vest berded as an
increase to additional paid-in capital. The Compeuyently accounts for this tax benefit as a réidado its
income tax provision. EITF Issue No. 06-11 is tcapelied prospectively for tax benefits on dividemtclared in
fiscal years beginning after December 15, 2007.Cbeapany does not expect the adoption of EITF Issue
to have a material impact on its financial positigsults of operations or cash flows.

4. Acquisition

On December 31, 2007, the Company acquired aletapital stock of North Pittsburgh Systems, (Hdorth
Pittsburgh”). By acquiring all of the capital stookNorth Pittsburgh, the Company acquired an rlaedl exchange
carrier (“RLEC"), that serves portions of Alleghedyrmstrong, Butler and Westmoreland Counties istemn
Pennsylvania; a CLEC company that serves smallidesmed business customers in Pittsburgh andiit®snding
suburbs as well as in Butler County; an InterneviSe Provider that furnishes broadband servicegastern
Pennsylvania; and minority interests in three datlpartnerships and one competitive access pravide

The Company accounted for the North Pittsburgh ad@tpn using the purchase method of accounting.
Accordingly, the financial statements reflect thleaation of the total purchase price to the nagthle and
intangible assets acquired based on their resgefetivvalues. At the time of the acquisition, 86%he shares of
North Pittsburgh converted into the right to reeei25.00 per share in cash and each of the remyashiares c
North Pittsburgh common stock converted into tigétrio receive 1.1061947 shares of common stotha
Company, or 3,318,480 shares of stock valued aB98Met of issuance fees. The total purchase,prickiding
acquisition costs and net of $32,902 of cash aedu# being allocated according to the followinigléawhich
summarizes the preliminary, estimated fair valuat® North Pittsburgh assets acquired and lidbdiassumed:

Current assel $ 17,72¢
Property, plant and equipme 117,13«
Customer lis 49,00(
Goodwill 214,38
Investments and other ass 53,36(
Liabilities assumei (105,039
Net purchase pric $ 346,57¢

Because of the proximity of this transaction toryead, the values of certain assets and liabilaiesbased on
preliminary valuations and are subject to adjustmasradditional information is obtained.

The aggregate purchase price was through a negmbtiéd and was influenced by the Company’s assegsofie
the value of the overall North Pittsburgh busin@$se significant goodwill value reflects the Comparview that
the North Pittsburgh business can generate strasig fbow and sales and earnings following the agitjomn. All of
the goodwill recorded as part of this acquisitisllocated to the telephone operations segmeatdardance with
SFAS 142, the $214,389 in goodwill recorded as pittie North Pittsburgh acquisition is not beimgaatized, but
will be tested for impairment at least annuallyeTdustomer list is being amortized over its estadatseful life of
five years. The goodwill and other intangibles agsted with this acquisition did not qualify undbe Internal
Revenue Code as deductible for tax purposes.
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Because the acquisition occurred on December 3I7,208e Company’s consolidated financial statemeéats
not include the results of operations for Northd®itirgh. Unaudited pro forma results of operatiteis for the yea
ended December 31, 2007 and 2006 as if the adquisiad occurred at the beginning of the period@néed are as

follows:

Total revenue

Income from operatior
Proforma net incom
Income per shar— basic
Income per shar— diluted

5. Prepaids and other current assets

Prepaids and other current assets consist of tlesvfog:

Deferred charge
Prepaid expenst
Other current asse

6. Property, plant and equipment

Property, plant and equipment, net consist of tfiewing:

Property, plant and equipme
Land and building:
Network and outside plant facilitit
Furniture, fixtures and equipme
Assets under capital leas
Work in proces:

Less: accumulated depreciati
Net property, plant and equipme

December 31
2007 2006

$424,91° $424,23.
$ 59,75: $ 67,69¢
$ 5592 $ 26,88¢
$ 01¢ $ 0387
$ 01¢ $ 0.8t

December 31

2007 2006
$133 $ 997
7,86¢ 4,702
1,16( 1,204

$10,35¢  $6,89¢

December 31,
2007 2006

$ 75927 $ 49,34¢
915,81 670,79:

88,76¢ 74,08:
6,032 —
10,22¢ 4,124

1,096,75 798,34
(685,109 (483,967
$ 41164  $314,38

Depreciation expense totaled $52,797, $53,170 &8d)89 in 2007, 2006 and 2005, respectively.
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7. Investments
Investments consist of the following:

December 31

2007 2006

Cash surender value of life insurance poli $ 2,566 $ 1,37¢
Cost method investment

GTE Mobilnet of South Texas Limited Partners 21,45( 21,45(

Pittsburgh SMSA Limited Partnersk 22,95( —

CoBank, ACB stocl 2,38¢ 2,251

Other 18 18
Equity method investment

GTE Mobilnet of Texas RSA #17 Limited PartnersHif.02% owned 15,35¢ 15,08(

Pennsylvania RSA 6(1) Limited Partnership (16.672®fned) 7,102 —

Pennsylvania RSA 6(ll) Limited Partnership (23.6@%ned) 21,94¢ —

Boulevard Communications, LL 167 —

Fort Bend Fibernet Limited Partnership (39.06% oaijr 192 13¢

$94,14:  $40,31¢

The Company has a 2.34% ownership of GTE Mobilh&auth Texas Limited Partnership (the “Mobilnet
South Partnership”). The principal activity of thebilnet South Partnership is providing cellulangee in the
Houston, Galveston and Beaumont, Texas metropditeas. The Company also has 3.60% ownershiptsbBRigh
SMSA Limited Partnership (“Pittsburgh SMSA"), whiphovides cellular service in and around the Puttgh
metropolitan area. Because of its limited influenger these partnerships, the Company accountiaddviobilnet
South Partnership and the Pittsburgh SMSA undecdsemethod.
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The Company has a 17.02% ownership of GTE Mobihdtexas RSA #17 Limited Partnership (“RSA 177).
The principal activity of RSA 17 is providing celdu service to a limited rural area in Texas. ThenPany also has
ownership interests of 16.6725% and 23.67%, resdgtof Pennsylvania RSA 6(1) Limited PartnerskiRSA 6
(D™ and Pennsylvania RSA 6(1l) Limited Partnensi{ffRSA 6(11)") wireless limed partnerships, whiphovide
cellular service in and around the Company’s Pelnasja service territory. In addition, the Compdras a 50%
ownership interest in Boulevard Communications, I(IBoulevard”), a competitive access provider instegn
Pennsylvania. The Company has some influence oogérating and financial policies of RSA 17, RSA),GRSA 6
(I and Boulevard and accounts for these investmasing the equity basis. Summarized financiarmftion for
the equity basis investments was as follows:

2007 2006

For the year ended December 31

Total revenue $180,41: $49,29¢
Income from operatior 41,68: 15,16:
Income before income tax 42,68( 15,63:
Net income 42,68( 15,63:
As of December 31:

Current assetl 31,04¢ 14,40¢
Nonr-current assel 64,17: 34,39¢
Current liabilities 8,86¢ 1,84¢
Non-current liabilities 46€& 24¢
Partnership equit 85,88t 46,09"

The Company received partnership distributionditaieb1,872 and $1,099 from its equity method inwents
in 2007 and 2006, respectively.
8. Minority Interest

East Texas Fiber Line, Inc. (“ETFL”") is a joint ware owned 63% by the Company and 37% by EastecoCel
ETFL provides connectivity to certain customershivitTexas over a fiber optic transport network.
9. Goodwill and Other Intangible Assets

In accordance with SFAS 142, goodwill and tradersare not amortized but are subject to an annual
impairment test, or to more frequent testing i€ginstances indicate that they may be impaired.doeihber 2007
and 2006, the Company completed its annual impaithest, using a discounted cash flow method, haddst
indicated no impairment of goodwill existed.
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The following table presents the carrying amourgaddwill by segment:

Telephone Other

Operations Operations Total
Balance at December 31, 2C $305,28¢ $ 8,95¢ $314,24:
Adjustment for change in estimate of tax basisopfuired assel 1,791 — 1,791
Reclassificatior 1,77C (1,770 —
Balance at December 31, 2C 308,85( 7,184 316,03¢
Utilization and release of NOL valuation allowar (3,989 — (3,989
Purchase of North Pittsburg 214,38 — 214,38
Balance at December 31, 2C $519,25¢ $ 7,18 $526,43!

The Company’s most valuable tradename is the féddeegistered mark CONSOLIDATED, which is used in
association with our telephone communication ses/end is a design of interlocking circles. The @any’s
corporate branding strategy leverages a CONSOLIDATEmMIng structure. All business units and several
product/services names incorporate the CONSOLIDATEDe. These tradenames are indefinitely renewable
intangibles. In December 2006, the Company comgliééeannual impairment test using discounted dasts
based on a relief from royalty method and deterohthat the recorded value of its tradename wasinegén the
Operator Services reporting unit within the Oth@e@tions segment of the Company, and a resulipgirment
charge of $255 was recognized. In December 200Da&eegmber 2005, similar testing indicated no impaint of
the Company'’s tradenames existed. The 2006 tradeimapairment was due to lower than previously dpeied
revenues within the applicable reporting unit.

The carrying value of the Company'’s tradenameseot®l4,291 at December 31, 2007 and 2006. Thea\&lu
the tradenames was allocated to the business segasfollows: $10,557 to the Telephone Operatams$3,734
to the Other Operations as of December 31, 20022806.

The Company’s customer lists consist of an estaddisore base of customers that subscribe toritgss. In
December 2006, the Company identified a decliruiment and projected cash flows from customerscated
with the customer lists within two of its reportingits. The Company completed an impairment tegtdatermined
that the value of its customer list was partiathpaired and a resulting impairment charge of $19\88s
recognized. The customer list impairment was lichitethe Company’s Operator Services and Telemiarket
Services reporting units within the Other Operaisagment of the Company.

The carrying amount of customer lists is as follows

December 31

2007 2006
Gross carrying amoul $205,64( $156,64¢
Less: accumulated amortizati (59,237 (46,37%)
Net carrying amour $146,41. $110,27:

The net carrying value of the customer lists wdlacated to the business segments as follows: $6440 the
Telephone Operations and $2,250 to the Other Gpesaas of December 31, 2007. The aggregate aratioiiz
expense associated with customer lists for thesyeraded December 31, 2007, 2006 and 2005 was $£1288,26(
and $14,290, respectively. Customer lists are baingrtized using a weighted average
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life of approximately 10 years. The estimated fatamortization expense is $22,163 per year for 20082009, ar
$22,138 per year for each of 2010, 2011, and 2012.

10. Affiliated Transactions

Agracel, Inc., or Agracel, is a real estate investhcompany of which Richard A. Lumpkin, Chairmdrihe
Company, together with his family, beneficially aswh9.7%. In addition, Mr. Lumpkin is a directorAdracel.
Agracel is the sole managing member and 50% owhieADEL LLC (“LATEL”"). Mr. Lumpkin directly owns the
remaining 50% of LATEL. The Company leases certdiite and warehouse space from LATEL. The leases a
triple net leases that require the Company to pagtantially all expenses associated with genesaaht@nance and
repair, utilities, insurance and taxes associati#ul the leased facilities. The Company recognizst expense of
$1,352, $1,320 and $1,285 during 2007, 2006 an8,2@8pectively, in connection with these operalaages.
There is no associated lease payable balance wditsgaat December 31, 2007 or 2006. The leasesekpi
September 2011.

Agracel is the sole managing member and 66.7% oofIACC, LLC (“MACC"). Mr. Lumpkin, together
with his family, owns the remainder of MACC. Ther@pany leases certain office space from MACC. The
Company recognized rent expense in the amounts8,8132 and $139 during 2007, 2006 and 2005, ctispdy,
in connection with this lease. The lease expiresugust 2012.

Mr. Lumpkin, together with members of his familgreficially owns 100% of SKL Investment Group, LLC
(“SKL"). The Company charged SKL $45 in both 2007 and 20@65a7 in 2005 for use of office space, compu
telephone service and other office related services

Mr. Lumpkin also has an ownership interest in Ridéd-1llinois Bancshares, Inc. (“First Mid-1llinof$ which
provides the Company with general banking servicedding depository, disbursement and payrolloaets and
retirement plan administrative services, on teroragarable to those available to other large businesounts. The
Company provides certain telecommunications pradant services to First Mid-lllinois. Those sergiege based
upon standard prices for strategic business custrRellowing is a summary of the transactions leemvthe
Company and First Mid-lllinois:

Year Ended
December 31,
2007 2006 2005

Fees charged from First M-llinois for:

Banking fees $10 $1C $ 6
401K plan adminstratio 81 10C 69
Interest income earned by the Company on depddisst Mid-lllinois 174 20¢€ 44z
Fees charged by the Company to First-lllinois for telecommunication servict 465 542 514

In 2007, the Checkley Agency, a wholly-owned insaeabrokerage subsidiary of First Mid-lllinois, eded a
$123 commission relating to insurance and risk rgameent services provided to the Company.

Prior to the IPO, the Company and certain of itss@idiaries maintained two professional services fee
agreements. The agreements required the Compgraytm Richard A. Lumpkin, Chairman of the Company,
Providence Equity and Spectrum Equity professigealices fees to be divided equally among themgdosulting,
advisory and other professional services providettié Company. The Company recognized fees tot&ng67
during 2005, associated with these agreementseTkes are included in selling, general and adinatige
expenses in the Consolidated Statements of Opasatidfective July 27, 2005, in connection with tR©, these
agreements were cancelled.
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11. Income Taxes
The components of the income tax provision arebgvis:

Year Ended December 31

2007 2006 2005
Current:
Federa $7,79C $10,15. $ 24C
State 1,15¢ 1,632 1,042
8,94t 11,78¢ 1,282
Deferred:
Federa (1,529 (4,568 4,97
State (2,748 (6,81)) 4,681
(4,27) (11,379 9,65:
Income tax expens $467¢/ $ 40t  $10,93¢
Following is reconciliation between the statutoegddral income tax rate and the Company'’s overtdtve
tax rate:
Year Ended December 31
2007 2006 2005
Statutory federal income tax rate (bene 35.(% 35.(% 35.(%
State income taxes, net of federal ber 2.5 2.1 5.7
Stock compensatic 4.7 6.4 46.4
Litigation settlemen — — 16.€
Life insurance proceec — — (15.0
Other permanent differenc 1.6 3.3 4.€
Change in valuation allowan: — — 4.9
Change in tax lav (10.7) (45.9) —
Change in deferred tax re (5.9 2.C 71.:
Other 1.C — (0.6)

29.0% 3.C% 168.%%

Cash paid for federal and state income taxes wa®%é, $8,237 and $613 during 2007, 2006 and 2005,
respectively.
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Net deferred taxes consist of the following compuse

Year Ended December 31

2007 2006
Current deferred tax asse
Reserve for uncollectible accoul $ 877 $ 73¢
Accrued vacation pay deducted when 1,25¢ 1,013
Accrued expenses and deferred reve 2,41t 32¢
4,55( 2,081
Noncurrent deferred tax asse
Net operating loss carryforwar 5,96¢ 6,322
Pension and postretirement obligatit 25,16: 19,97:
Stock compensatic 15¢ —
Derivative instrument 4,657 —
State tax credit carryforwai 2,441 —
Alternative minimum tax credit carryforwa — 76€
Valuation allowanct (2,877 (5,349

35,51« 21,71

Noncurrent deferred tax liabilitie

Goodwill and other intangible (50,487 (29,359
Derivative instrument — (1,489
Partnership investme (22,09¢) (5,470
Property, plant and equipme (60,227) (41,295
(132,809 (77,600

Net nor-current deferred tax liabilitie (97,289 (55,897
Net deferred income tax liabilitie $ (92,739 $(53,81))

In assessing the realizability of deferred tax ssseanagement considers whether it is more likedy not that
some portion or all of the deferred tax assetswdtlbe realized. The ultimate realization of defdrtax assets is
dependent upon the generation of future taxablenmecduring the periods in which those temporarfediihces
become deductible. Management considers the sadtkdeNersal of deferred tax liabilities, projectetlire taxable
income and tax planning strategies in making tegeasment. In order to fully realize the grossrdedetax assets,
the Company will need to generate future taxaldenme in increments sufficient to recognize net apieg loss
(“NOL") carryforwards prior to expiration as dedwed below. Based upon the level of historical téx@tcome and
projections for future taxable income over the pasithat the deferred tax assets are deductibleagement
believes it is more likely than not that the Compaiill realize the benefits of these deductibldatiénces, net of ti
existing valuation allowance at December 31, 2002 amount of the deferred tax assets considesdidable,
however, could be reduced in the near term if e of future taxable income during the carry tomdhperiod are
reduced. There is an annual limitation on the disheoNOL carryforwards, however the amount of podgd future
taxable income is expected to allow for full ution of the NOL carryforwards (excluding thoseihtitable to Ea:
Texas Fiber Line Incorporated (“ETFL") and Northtsthurgh as described below).
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Consolidated Communications Holdings and its wholkned subsidiaries, which file a consolidated fatle
income tax return, estimates it has available N@iryforwards of approximately $5,200 for federalame tax
purposes to offset against future taxable incorhe.f€deral NOL carryforwards expire from 2023 t@20

ETFL, a nonconsolidated subsidiary for federal medax return purposes, estimates it has availddle
carryforwards of approximately $7,481 for federadlame tax purposes to offset against future taxalteme. The
federal NOL carryforwards expire from 2008 to 2024.

As a result of the acquisition of North PittsbughDecember 31, 2007, the company recorded anaseria
deferred tax assets and corresponding offsettihgatian allowance related to unutilized state inediax net
operating loss carryforwards totaling $1,530. Tta¢esNOL carryforwards expire from 2020 to 2027.

The valuation allowance is primarily attributectd loss carryforwards related to ETFL and to North
Pittsburgh, for which no tax benefit is expectedbeoutilized. If it becomes evident that sufficiéatable income
will be available in the jurisdictions where thekderred tax assets exist or the Company is nettabfully utilize
the NOLSs prior to their expiration, the Company \ebrelease the valuation allowance accordingly.

If subsequently recognized, the tax benefit attable to $2,861 of the valuation allowance for defe taxes
would be allocated to goodwill. This valuation atnce relates primarily to pre-acquisition tax @pieg loss
carryforwards and deferred tax assets wherenitoie likely than not that the benefit will not lealized. During
2007, a portion of the valuation allowance mairgdiagainst our net deferred tax assets was redyc$8,984
based upon the level of historical taxable income @rojections for future taxable income.

During the second quarter of 2006, the State oh$enacted new tax legislation. The most significapact
of this legislation on the Company was the modifaaof the Texas franchise tax calculation to @& fimargin tax”
calculation used to derive taxable income. This femjislation resulted in a reduction of our netedefd tax
liabilities and corresponding credit to our stabe provision of approximately $5,979 in 2006. Dgrthe second
quarter of 2007, the State of Texas amended thie¢gsiation enacted during the second quarte0662The most
significant impact of this amendment on the Compaag the revision to the temporary credit on taxabrgin
converting state loss carryforwards to a statectaslit carryforward of $2.441. This new legislati@sulted in a
reduction of the Company’s net deferred tax ligidi and corresponding credit to its tax provisiddapproximately
$1,729 in 2007.

In June 2006, the FASB issued FIN 48. FIN 48 dksithe accounting for uncertainty in income taxes
recognized in a company'’s financial statementsmadcribes a recognition threshold and measureattiftute for
the financial statement recognition and measurewfeatax position taken or expected to be takemtiax return.
FIN 48 also provides guidance on description, diassion, interest and penalties, accounting irefim periods,
disclosure and transition. The Company adopted4dNffective January 1, 2007 with no impact ometults of
operations or financial condition, and has analyfded positions in all of the federal and stateigdictions where
is required to file income tax returns, as welbiopen tax years in these jurisdictions. The grayiods subject to
examination for the Company’s federal return ag22803 through 2006 tax years. The periods sutgect
examination for the Company'’s state returns aresy2@03 through 2006. The implementation of FINd&Bnot
impact the amount of the liability for unrecognized benefits. As of January 1, 2007 the amouninoécognized
tax benefits was $5,623, the recognition of whiaduld have no effect on the effective tax rate.ddiaon, the
Company did not record a cumulative effect uporpéida of FIN 48. The Company is continuing its iee of
recognizing interest and penalties related to ireta matters in interest expense and general @méhistrative
expense, respectively. Upon
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adoption of FIN 48 the Company had no accrual lwadar interest and penalties. For the twelve meetided
December 31, 2007, the Company accrued $224 ofsttand penalties. As a result of the acquisiibNorth
Pittsburgh on December 31, 2007, the company redoad increase in unrecognized tax benefits of $uh@7
recognition of which would result in a reductionth® company’s effective tax rate, and accruedésteand
penalties of $170. A decrease in unrecognized ¢mefits of $562 and $219 of related accrued intened penalties
is expected in 2008 due to the expiration of feldend state statutes of limitations. The tax bersfributable to
$326 of the decrease in unrecognized tax benefitsesult in a reduction to the Company'’s effeetitax rate and
$236 will have no effect on the effective tax rateFebruary 2008, the Internal Revenue Servicengented an
examination of the Company’s U.S. income tax regdan 2005 and 2006. The Company does not expatatty
settlement or payment that may result from thetawitlihave a material effect on the Company’s tsaf
operations or cash flows.

A reconciliation of the beginning and ending amoofninrecognized tax benefits is as follows:

Liability For

Unrecognizec

Tax Benefits
Balance at January 1, 20 $ 5,62%
Additions for tax positions of acquisitic 407
Reductions for tax positions of prior yei —
Additions for tax positions of prior yea —
Reduction for lapse of 2003 federal statute oftétions —
Reduction for lapse of 2002 state statute of litittes —

Balance at December 31,20 $ 6,03(

12. Accrued Expenses
Accrued expenses consist of the following:

December 31

2007 2006
Salaries and employee bene $10,35(  $10,25¢
Taxes payabl 5,18( 10,39¢
Accrued interes 3,614 4,22¢
Other accrued expens 9,11( 4,517

$28,25¢  $29,39¢

13. Pension Costs and Other Postretirement Benefii

The Company has several defined benefit pensiorspavering substantially all of its hourly emplegeand
certain salaried employees. The plans providearatnt benefits based on years of service and egrriiine
pension plans are generally noncontributory. Then@any’s funding policy is to contribute amountsfigignt to
meet the minimum funding requirements as set forgmployee benefit and tax laws. The Company laésoa
qualified supplemental pension plan (“RestoratitanP covering certain former and current Northt$hitirgh
employees. The Restoration Plan restores benkéitaate precluded under the pension plan by Int&eaenue
Service limits on compensation and benefits appleto qualified pension plans and by the exclusibbonus
compensation from the Pension Plan’s definitioearings.
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The Company currently provides other postretirenbemiefits (“Other Benefits”) consisting of healtre and
life insurance benefits for certain groups of eliemployees. Retirees share in the cost of heatthbenefits.
Retiree contributions for health care benefitsaatjisted periodically based upon either colledti@egaining
agreements for former hourly employees and as ¢otthk of the program change for former salariegleyees. Th
Company'’s funding policy for retiree health berefg generally to pay covered expenses as thepeuged.
Postretirement life insurance benefits are fullyuired.

The Company used a September 30 measurement détegtans in lllinois and a December 31 measurgme
date for its plans in Texas and Pennsylvania.
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The following tables present the benefit obligatiplan assets and funded status of the plans:

Pension Benefits Other Benefits
December 31 December 31
2007 2006 2005 2007 2006 2005

The change in benefit obligatior
Projected benefit obligation, beginning of

year $126,91( $124,33: $117,64( $26,99¢ $27,83. $ 35,74
Acquired with the acquisition of North

Pittsburgh 61,65: — — 13,16¢ — —
Service cos 1,80z 2,02« 2,69¢ 80¢ 842 91C
Interest cos 7,37¢ 7,01z 7,00: 1,52 1,34¢ 1,63¢
Plan participant contributior — — — 24¢€ 10¢ 19¢€
Plan amendmen — — — 91€ — (2,85))
Plan curtailment — — (4,728 — — (7,88))
Benefits paic (7,749 (6,66¢€) (6,722) (1,799 (1,150 (1,882
Administrative expenses pa — — — — — (147)
Actuarial (gain)/los: (2,147 20€ 8,44 (970 (1,989 2,09t
Projected benefit obligation, end of y¢  $ 187,85. $ 126,91( $ 124,33: $40,89¢ $ 26,99 $ 27,83
Accumulated benefit obligatic $ 180,00 $ 125,37 $ 115,63(
The change in plan asset
Fair value of plan assets, beginning of y $ 103,79( $ 100,44t $ 94,29. $ — 3 — $ —
Acquired with the acquisition of North

Pittsburgh 54,91 — — — — —
Actual return on plan asse 10,87( 9,68t 7,751 — — —
Employer contribution: 4,80¢ 40z 5,37 1,54¢ 1,041 1,821
Plan participant contributior — — — 24¢€ 10¢ 19€
Administrative expenses pa — (77) (259) — — (1417
Benefits paic (7,749 (6,66¢€) (6,722) (1,799 (1,150 (1,882
Fair value of plan assets, end of y $166,63¢ $103,79( $100,44t $ — $ — $ —
Funded status
Projected benefit obligatic $(187,85) $(126,91() $(124,33:) $(40,89%) $(26,999) $(27,83))
Fair value of plan asse 166,63t 103,79( 100,44t — —
Employer contributions after measurement

date and before end of ye — — — 33¢ 13€ 15¢
Funded statu (21,21 (23,120 (23,88 (40,556 (26,859 (27,679)
Unrecognized prior service (cred (157) (164) — (131) (1,759 (2,469
Unrecognized net actuarial (gain) Ic (3,640 1,37¢ 3,36¢ 49 1,06/ 2,98¢
Net amount recognize $ (25,009 $ (21,90¢) $ (20,52() $(40,63¢ $(27,55) $(27,154)
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Pension Benefits Other Benefits
December 31, December 31,
2007 2006 2005 2007 2006 2005
Amounts recognized in the balance sheet
included in
Current liabilities $ (5929 $ — $ — $2284) $ — % —
Noncurrent liabilities (15,289 (23,12() (21,250 (37,71H (26,85¢) (27,159

$(21,219 $(23,120 $(21,25() $(40,556 $(26,85¢) $(27,159)

Amounts in accumulated other
comprehensive income (loss):
Unrecognized prior service (cred (157) (164) — (131) (1,75¢ —
Unrecognized net actuarial (gain) I¢ (3,640 1,37¢ 73C 49 1,064 —

$(379) $ 121 $ 73C $ (82 $ (694 $ —

Amortization of prior service credits of $13 forrmsdon benefits and $638 for other post retirememniefits and
amortization of net actuarial loss of $29 for pendbenefits are expected to be recognized durifg.20

The Company’s pension plan weighted average alseations by investment category are as follows:

December 31

2007 2006
Plan assets by categor
Equity securitie: 38.2% 56.2%
Debt securitie: 24.% 35.9%
Other 37.2%  7.8%

100.(% 100.(%

The Company’s investment strategy is to maximizgterm return on invested plan assets while miziimgi
risk of market volatility. Accordingly, the Compaitgrgets it allocation percentage at 50% to 60%gjnity funds
with the remainder in fixed income funds and caghivalents. On December 31, 2007, the Company aoedhits
lllinois and Texas pension plans. As a result efdcbmbination, assets of the Texas plan were lga@land the
resulting cash moved into the combined plan on Béez 31, 2007. The Company intends to continuawest in
accordance with its target allocations.

The Company expects to contribute approximatel2@8fo its pension plans and $2,841 to its other
postretirement plans in 2007. In addition, cerfanticipants in the Restoration Plan elected toereipon
consummation of the Company’s acquisition of Ndtittisburgh. These retired participants are to wecei
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lump-sum payments totaling $5,874 in 2008. The Caamgfs expected future benefit payments to be paithd the
years ended December 31 are as follc

Pension Other

Benefits Benefits
2008 $17,11¢ $ 2,841
2009 11,29 3,09(
2010 11,57¢ 3,17C
2011 11,74¢ 3,29t
2012 12,05¢ 3,39¢
2013 through 201 44,69: 17,22¢

Effective as of April 30, 2005, the Company’s BoafMirectors authorized amendments to severdief t
Company’s benefit plans. The Consolidated Commuioica Texas pension plan was amended to freezdibene
accruals for all participants other than unionipgrants and grandfathered participants. The rsecorual for
grandfathered participants in this plan was redudegkandfathered participant is defined as a pigdint age 50 or
older with 20 or more years of service as of ABfi| 2005. The Consolidated Communications Texa®eatedice
plan was amended to freeze the Company subsidyréonium coverage as of April 30, 2005 for all exigtretiree
participants. This plan was also amended to lintiife coverage to a select group of future retiries attain at lea:
age 55 and 15 years of service, but with no Comgabgidy. The amendments to the retiree medical nglsulted i
a $7,880 curtailment gain that was included in galrend administrative expenses during 2005.

The following table presents the components ofpeeibdic benefit cost for the years ended DecerBheP007
2006 and 2005:

Pension Benefits Other Benefits
2007 2006 2005 2007 2006 2005
Service cos $180: $202¢ $269¢ $ 80 $ 84z $ 91C
Interest cos 7,37¢ 7,012 7,002 1,527 1,34¢ 1,63¢
Expected return on plan ass (8,039 (7,790 (7,389 — — —
Curtailment gair — — — — — (7,880
Other, ne 22 544 48 (667) (772) (471
Net periodic benefit cost (incom $1,166 $1,79C $2,367 $1,66¢ $1,41¢  $(5,809
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The weighted average assumptions used in meaghengompany’s benefit obligations for its lllin@sd
Texas plans as of December 31, 2007, 2006 and &@0&s follows:

Pension Benefits Other Benefits
2007 2006 2005 2007 2006 2005
Discount rate 6.3% 6.0% 5.S% 6.2% 6.C% 5.%
Compensation rate incres 3% 3.3% 3.2% — — —
Return on plan asse 8% 8.0% 8.C% — — —
Initial heathcare cost trend r¢ — — — 10.(% 10.(% 10.5%
Ultimate heathcare cost re — — — 5.C% 5.C% 5.C%
Year ultimate trend rate reach — — — 2012t0 201 2011to201 2011to 201

Weighted average actuarial assumptions used tondiete the net periodic benefit cost for 2007, 2606 2005
are as follows: discount rate — 6.3%, 6.0% and 5.&®%pected long-term rate of return on plan asse&0%, 8.09
and 8.0%, and rate of compensation increases —, 35% and 3.3%, respectively.

The weighted average assumptions used in meagthergenefit obligations for the North Pittsburghamns as ¢
December 31, 2007 are as follows:

Pensior Other
Benefits Benefits
Discount rate 6.4% 6.1%
Compensation rate incres 4.3% 4.3%
Return on plan asse 8.0% —
Initial heathcare cost trend r¢ — 10.C%
Ultimate heathcare cost re — 5.C%
Year ultimate trend rate reach — 201z<

In determining the discount rate, the Company a®rsithe current yields on high quality corporated
income investments with maturities correspondinthéoexpected duration of the benefit obligatidriee expected
return on plan assets assumption was based up@atibhgories of the assets and the past histohyeafeturn on the
assets. The compensation rate increase is basadpapbhistory and lontgrm inflationary trends. A one percent
point change in the assumed health care cost tedadvould have the following effects on the Compsuether
postretirement benefits:

1% Increase 1% Decrease
Effect on 2007 service and interest c¢ $ 291 $ (233
Effect on accumulated postretirement benefit oliliges as of December 31, 20 $3,50¢ $(3,070)
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The effects of the adoption of SFAS 158 on the Glitiated Balance Sheet at December 31, 2006 were as

follows:

Prior to Effect of

Adopting Adopting

SFAS 158 SFAS 15¢ As Reportec
Liabilities for pension and postretirement benelitigations $ 5366¢ $ 5HlE $ 54,18;
Deferred income tax liabilitie 56,08 (1949 55,89:
Total liabilities 770,60: 324 770,92t
Accumulated other comprehensive inca 2,52¢ (329 2,20z
Total stockholder equity 115,28 (329 114,95t

14. Employee 401k Benefit Plans and Deferred Compensati Agreements
401k Benefit Plans

The Company sponsors several 401(k) defined cartoiby retirement savings plans. Virtually all emyses ar
eligible to participant in one of these plans. Eaniployee may elect to defer a portion of his ardmnpensation,
subject to certain limitations. The Company prosideatching contributions based on qualified emptoye
contributions. Total Company contributions to theng were $2,385, $2,277 and $2,077 in 2007, 26062805,
respectively.

Deferred Compensation Agreements

The Company has deferred compensation agreemethtsheiformer board of directors of one of the
Company’s previously acquired subsidiaries, Luf€iorroe Communications, and certain former emplayEles
benefits are payable for up to 15 years or life @y begin as early as age 65 or upon the dedttegfarticipant.
These plans were frozen by TXUCV’s predecessor @mmpprior to the Company’s assumption of the relate
liabilities and thus accrue no new benefits todkisting participants. Company payments relateti¢cdeferred
compensation agreements totaled approximately $58% and $564 in 2007, 2006 and 2005, respectiélg net
present value of the remaining obligations totappgroximately $3,725 and $4,209 as of Decembe2@17 and
2006, respectively, and is included in pension postretirement benefit obligations in the accomfragnpalance
sheet.

The Company maintains forty-three life insuranckgEs on certain of the participating former dii@s and
employees. The Company recognized $300 and $2 B80€ proceeds in other income in 2007 and 2005,
respectively, due to the receipt of life insurapoeceeds related to the passing of former employédesexcess of
the cash surrender value of the Company’s remaiifmgisurance policies over the notes payablateds related
to these policies is determined by a third partystidtant and totaled $2,566 and $1,376 as of Deeeith 2007
and 2006, respectively, and is included in otheetsin the accompanying balance sheet. Cash pairayments
for the policies and any proceeds from the polieiesclassified as operating activities in theestegnt of cash flow
The aggregate death benefit payable under thessgsalotaled $8,857 and $7,585 as of Decembe?2@®17 and
2006, respectively.
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15. Long-Term Debt
Long-term debt consists of the following:

December 31

2007 2006

Senior Secured Credit Facilit
Revolving loar $ — 3 —
Term loan 760,00( 464,00(
Obligations under capital lea 2,64¢ —
Senior note! 130,00( 130,00(
892,64t 594,00(
Less: current portio (1,010 —
$891,63¢t  $594,00(

Future maturities of long-term debt as of Decen@ier2007 are as follows:

2008 $ 1,01C
2009 1,081
2010 50¢
2011 40
2012 130,00(
Thereafte 760,00(
$892,64t

Senior Secured Credit Facility

In connection with the acquisition of North Pittspn on December 31, 2007, the Company, throughtitsly-
owned subsidiaries, entered into a credit agreemightvarious financial institutions, which proviléor borrowing
of $950,000 consisting of a $760,000 term loanlifsici50,000 revolving credit facility and a $1000 delayed
draw term loan facility (‘DDTL"). The DDTL is avable until May 1, 2008 and can be used for the gotpose of
funding the redemption of the Company’s outstandi@igior notes plus any associated fees or redempteanium.
Borrowings under the credit facility were usedeatire the Company’s previous $464,000 credit fgcdind to fund
the acquisition of North Pittsburgh. Borrowings anthe credit facility are the Company’s seniogwsed
obligations that are secured by substantially fathe assets of the Company. The term loan haastedm principal
maturities and thus matures in full on December2B14. The revolving credit facility matures on Betber 31,
2013.

At the Company'’s election, borrowings under thelitriacilities bear interest at a rate equal tapplicable
margin plus either a “base rate” or LIBOR. The #&mille margin is based upon the Company’s totarksye ratio.
As of December 31, 2007, the applicable marginrftarest rates was 2.50% on LIBOR based term lodn a
revolving credit facility borrowings. The applicahbinargin for alternative base rate loans was 1.p@f4ear for the
term loan facility and for the revolving credit flity. At December 31, 2007 and 2006, the weighdgdrage rate,
including the effect of interest rate swaps, oéiast on the Comparsg/term debt facilities was 7.11% and 6.61%
annum, respectively. Interest is payable at leaattgrly.

The credit agreement contains various provisiomkscavenants, which include, among other itemsriotisins
on the ability to pay dividends, incur additionadlebtedness, and issue capital stock, as well as,
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limitations on future capital expenditures. The @amy has also agreed to maintain certain finamatas,
including interest coverage, and total net leverages, all as defined in the credit agreement.

Capital Lease

The Company has a capital lease for equipmentinsiegzioperations. The lease expires in 2011. As of
December 31, 2007, the present value of the minimaemaining lease commitments was $2,646. Of thiguan
$1,010 is due within the next year.

Senior Notes

On April 14, 2004, the Company, through its whallyned subsidiaries, issued $200,000 &f 9% Senior
Notes due on April 1, 2012. The senior notes aegdbmpan’s senior, unsecured obligations and pay interesi-s
annually on April 1 and October 1. During Augus020proceeds from the IPO were used primarily tieem
$65,000 of the aggregate principal amount of th@d@eNotes along with a redemption premium of agprately
$6,338. During December 2005 an additional $5,0GB@aggregate principal amount of the Senior Bletas
redeemed along with a redemption premium of appnaiely $488.

Some or all of the remaining senior notes may deemed on or after April 1, 2008. The redemptiaoeoplus
accrued interest will be, as a percentage of tmeipal amount, 104.875% from April 1, 2008 througharch 31,
2009, 102.438% from April 1, 2009 through March 2210 and 100% from April 1, 2010 and thereafter. |
addition, holders may require the repurchase ofttes upon a change in control, as such termfiisadkin the
indenture governing the senior notes. The indertargains certain provisions and covenants, whiclude, amon
other items, restrictions on the ability to isseetain types of stock, incur additional indebtednesake restricted
payments, pay dividends and enter other lines sifness.

On February 26, 2008, the Company provided notidetders of the senior notes of its intentionddeem all
of the outstanding notes on April 1, 2008. The @enote redemption will be funded using proceedhefDDTL
together with cash on hand.

Derivative Instruments

The Company maintains interest rate swap agreerttaatteffectively convert a portion of the floatiragte debt
to a fixed-rate basis, thus reducing the impadnbtefrest rate changes on future interest expensbefember 31,
2007, the Company has interest rate swap agreemavresing $660,000 in aggregate principal amouritsof
variable rate debt at fixed LIBOR rates rangingrfr8.87% to 5.51%. In addition, on December 14, 2b@7
Company entered into a swap agreement coveringditianal $130,000 in aggregate principal amoufeative on
April 1, 2008 at a rate of 4.50%. The swap agreasexpire in various amounts and on various daites f
December 31, 2008 to March 31, 2013. As of DecerBtheP007, 88.8% of the Company’s total debt an8%®6of
the debt outstanding under the credit facilitiefxsd rate.

The fair value of the Company’s derivative instrumse comprised solely of interest rate swaps, arteulio a
liability of $12,769 and an asset of $3,730 at Delwer 31, 2007 and 2006, respectively. The fairevéduncluded il
other liabilities in 2007 and in deferred financicwsts and other assets in 2006. The Company rizeuaba net
reduction of $0, $295 and $13 in interest expengetd the ineffectiveness of certain swaps durid@r2 2006 and
2005, respectively, related to its derivative instents. The change in the market value of derigdtistruments, ni
of related tax effect, is recorded in accumulatéocomprehensive income (loss). The Company rézed
comprehensive losses of $10,638 and $252 during 208 2006, respectively, and comprehensive inaafme
$2,188 during 2005.
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16. Restricted Share Plan

The Company maintains a Restricted Share Plan wirmVides for the issuance of common shares to key
employees and as an incentive to enhance theirtkmng performance as well as an incentive to joiremain with
the Company. In connection with the IPO, the Comypamended and restated its Restricted Share Phemnvasting
schedule of outstanding awards was modified suahath additional 25% of the outstanding restrictiegres grante
became vested. The amendment and restatemeneaiswed a call provision contained within the oraiplan. As
a result, the accounting treatment changed fromrialle plan, for which expense was recognizeddase
formula, to a fixed plan for which expense is ratiagd based upon fair value at the measurementudaler the
guidelines of SFAS 123R. The amendment and restaterapresented a modification to the terms oktinaty
awards, resulting in a new measurement date andasimcompensation expense of $6,391 as of JulgDA. The
$6,391 represents the fair value of the vestedestes of the new measurement date. The fair vadisedetermined
based upon the IPO price of $13.00 per share. Alitiadal $2,199 was recognized as non-cash comgiensa
expense during the period from July 28, 2005 thinoDgcember 31, 2005. Non-cash compensation expénse
$4,034 and $2,482 was recognized during the 2062806 calendar years, respectively. The measuttetiass
value of the remaining unvested shares is expéaotbd recognized as non-cash compensation expgas¢he
remaining vesting period, less a provision forraated forfeitures.

The following table presents the restricted stadivdy by year:

2007 2006 2005
Restricted shares outstanding, beginning of pe 248,74! 422,06! 750,00(
Shares grante 136,58« 18,00( 87,50(
Shares veste (246,277) (187,000 (408,66
IPO conversion adjustme — — (1,779
Shares forfeited or retire (9,750 (4,320) (5,000
Restricted shares outstanding, end of pe 129,30. 248,74! 422,06!

The shares granted under the Restricted ShareaRdasonsidered outstanding at the date of granheas
recipients are entitled to dividends and votindntsg As of December 31, 2007 and 2006, there w29e302 and
248,745 of nonvested restricted shares outstamdiiiga weighted average measurement date fair wafl$a7.23
and $12.95 per share, respectively. The 136,58#&slganted during 2007 had a weighted averageurerasnt
date fair value of $19.99 per share. Shares grantbgequent to the IPO vest at the rate of 25%g@aron the
anniversary of their grant date. There was appratéty $2,767 of total unrecognized compensation redated to
the 129,302 nonvested shares outstanding at Dece3hp2007. That cost, less an estimated allowah&28 for
forfeitures, is expected to be recognized based fytore vesting as non-cash stock compensatitimeifiollowing
years: 200(— $1,472, 2009 — $781, 2010 — $450 and 2011 — $36.

96




Table of Contents

CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Dollars in thousands, except share and per sharer@unts)

17. Accumulated Other Comprehensive Income (Loss
Accumulated other comprehensive income (loss) isprsed of the following components:

December 31

2007 2006
Fair value of cash flow hedg $(12,769 $ 4,00¢
Pension liability adjustments, including the impatadopting SFAS 158 in 20( 3,87: (518

(8,896 3,49(
Deferred taxe 3,24¢ (1,28¢)
Accumulated other comprehensive income (I $ (5,65]) $2,20:

18. Environmental Remediation Liabilities

Environmental remediation liabilities were $500 &&17 at December 31, 2007 and 2006, respectivelyaee
included in other liabilities. These liabilitiedaite to anticipated remediation and monitoring €@strespect of two
small, vacant sites and are undiscounted. The Coyripalieves the amount accrued is adequate to é@ver
remaining anticipated costs of remediation.

19. Commitments and Contingencie:
Legal proceedings

From time to time the Company is involved in litiga and regulatory proceedings arising out objierations
The Company is not currently a party to any legatpedings, the adverse outcome of which, indivigwa in
aggregate, management believes would have a niatdviarse effect on the Company’s financial positio results
of operations.

Operating leases

The Company has entered into several operating legieements covering buildings and office spade an
equipment. Rent expense totaled $3,810, $4,38%%0d7 in 2007, 2006 and 2005, respectively. Futiremum
lease payments under existing agreements for dable aext five years and thereafter are as foll 2098 —
$3,713, 2009— $3,396, 2010 — $2,373, 2011 — $1,3042 — $351, thereafter — $759.

Other Commitments

In the ordinary course of business, the Compangremito various contractual arrangements and pisech
commitments such as purchase orders for capit@reifures, network maintenance contracts, multi-geatracts
for Internet backbone services , and company adimgtsponsorships. In addition, the Company hasdentracts
to outsource the majority of its operational suppgstems. The first contract, which is effectiieotugh September
2011, contains cancellation terms that will make@ompany liable for minimum monthly usage paymests
defined in the contract for the remaining termtaf agreement. The second contract, which is effethirough
August 2008, has terms that made it noncancelabtbebCompany through May 2006. Since the noncabé|
period has expired, the Company has the righthoelahe contract but must pay a termination feéNdvember
2007, the Company provided written notice to thedae of its intent to terminate the contract nedahan May 15,
2008. The total of the Company’s other commitmanésdue as follows: 2008 — $4,993, 2009 — $6240201
$592, 2011 — $456, 2012 — $69, thereafter — $217.
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Other Contingencies

On October 23, 2006, Verizon Pennsylvania, Inonglwith a number of its affiliated companies, dile forma
complaint with the PAPUC claiming that the Companipennsylvania CLEG'intrastate switched access rates ¢
violation of Pennsylvania statute. The provisioatttierizon cites in its complaint was enacted at @faAct 183 of
2004 and requires CLEC rates to be no higher thardrresponding incumbent’s rates unless the Ct&C
demonstrate that the higher access rates arejistdied.” Verizon’s original claim requested a refund of $480 f
access billings through August 2006. In a letteedaanuary 30, 2007, Verizon notified the Compsny’
Pennsylvania CLEC that it was revising its comgléinreflect a more current alleged over-billingocdation which
resulted in a revised claim of $1,346 through Deoen2006, which claim includes amounts from cerédfitiates
that had not been included in the original caléatatThe Company believes that its CLEC’s switchedess rates
are permissible, and is in the process of vigogoapposing this complaint. In an Initial Decisioated December !
2007, the presiding administrative law judge (“A).#commended that the PAPUC sustain Verig@momplaint. A
relief, the ALJ directed that the Company’s Pervisyla CLEC reduce its access rates down to thodeeof
underlying incumbent exchange carrier and providefand to Verizon in an amount equal to the amatdirasiccess
charges collected in excess of the new rate sirmseiber 30, 2004, the date Act 183 became effeclive
Company has filed exceptions to the full PAPUC &nalwaiting an order.

In the event the Company is not successful inghigeeding, the Pennsylvania CLEC’s operationsctbal
materially adversely impacted by not only the refgought by Verizon but more importantly by thegmective
decreases in access revenues resulting from timgeha its intrastate access rates, which wouldyappall carriers
on a non-discriminatory basis. The Company prelariip estimates that the decrease in our annuaimess would
be approximately $1,200 on a static basis (meakérging access minutes of use constant) if Venxenails
completely in its complaint. In addition, otherénéxchange carriers could file similar claims fefunds. The
Company has estimated its potential liability taiZen and other interexchange carrier to be $3d@@0has
recorded a liability that is included in other li#ies in the accompanying consolidated balanasesh The
Company believes that the amount accrued is adegquabver its potential liabilities.

20. Share Repurchase

During July 2006, the Company completed the ShamuRthase of approximately 3.8 million sharesf it
common stock for approximately $56,736, or $15.80ghare. The transaction closed on July 28, 200 this
transaction, Providence Equity sold its entire fasiin the Company, which, prior to the transattitwtaled
approximately 12.7 percent of the Company’s outlitapshares of common stock. This was a privatestietion
and did not decrease the Company’s publicly trateaes. The Company financed this repurchase using
approximately $17,736 of cash on hand and $39,0@@ditional term-loan borrowings.
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21. NetIncome (Loss) per Common Shar
The following table sets forth the computation ef mcome (loss) per common share:

December 31

2007 2006 2005
Net income (loss) applicable to common stockhol $ 11,427  $ 13,267 $  (14,72Y)
Basic weighted average number of common sharetaodisg 25,764,38 27,739,69 17,821,60
Effect of dilutive securitie 358,10 430,80« —
Diluted weighted average number of common shareganding  26,122,48 28,170,50 17,821,60
Basic earnings (loss) per shi $ 044 % 04¢ $ (0.89)
Diluted earnings (loss) per sh: $ 044 % 047 $ (0.89)

For the year ended December 31, 2005, non-vestrdsissued pursuant to the Restricted Share Plan
(Note 16) are not considered outstanding for tremdation of diluted net loss per share as théacefvas anti-
dilutive.

22. Business Segments

The Company is viewed and managed as two sepbrathighly integrated, reportable business segments
“Telephone Operations” and “Other Operations”. palene Operations consists of local and long distaecvice,
custom calling features, private line servicesl-dipand high-speed Internet access, digital TVrieaaccess
services, network capacity services over our regjifibher optic network, and directory publishingdl ather busines
activities comprise “Other Operations” includindet@arketing and order fulfillment; telephone seegid¢o county
jails and state prisons; equipment sales; opesatmices; and mobile services. Management evaltize
performance of these business segments based ex@mue, gross margins, and net operating income.

In the first quarter of 2007, based upon a reviévtsdnternal cost allocations, the Company chahige metho
of allocating certain employee costs, resultingisreased costs to the Other Operations Segmeistciiange gives
management a more complete picture of the profitaloif each business. The 2006 and 2005 finameisullts for
each segment have been reclassified to reflecthainge.
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Telephone Other
Operations Operations Total

Year ended December 31, 200°
Operating revenue $ 286,77 $ 42,47 $ 329,24t
Cost of services and produt 78,13¢ 29,15! 107,29(

208,63! 13,32¢ 221,95¢
Operating expenss 75,26( 14,40: 89,66
Depreciation and amortizatic 63,21: 2,44¢ 65,65¢
Operating income (los: $ 70,16: $ (3,52f) $ 66,63]
Capital expenditure $ 32,248 $ 125( $ 33,49t
Year ended December 31, 200!
Operating revenue $ 280,33: $ 40,43 $ 320,76
Cost of services and produt 68,93¢ 29,15¢ 98,09:

211,39¢ 11,27¢ 222,67-
Operating expenss 83,39: 11,30( 94,69:
Intangible assets impairme 11,24( 11,24(
Depreciation and amortizatic 62,06 5,36¢€ 67,43(
Operating income (los: $ 6593¢ $(16,62) $ 49,31’
Capital expenditure $ 3269 $ 69C $ 33,38¢
Year ended December 31, 200!
Operating revenue $ 282,28" $ 39,14 $ 321,42
Cost of services and produt 72,76¢ 28,39( 101,15¢

209,51¢ 10,75¢ 220,27!
Operating expense 89,04: 9,74¢ 98,79
Depreciation and amortizatic 62,254 5,12¢ 67,37¢
Operating income (los: $ 5821¢ $ (4,119 $ 54,10(
Capital expenditure $ 3046: $ 63C $ 31,09
As of December 31, 2007
Goodwill $ 519,25¢ $ 7,18/ $ 526,43
Total asset $1,281,01. $ 23,58( $1,304,59.
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23. Quarterly Financial Information (unaudited)
March 31 June 30 September 31 December 3:

2007
Revenue: $82,98( $80,94« $ 80,32( $ 85,00«
Operating expense

Cost of services and produt 25,62¢ 25,78¢ 27,69¢ 28,17¢

Selling, general and administrative exper 22,29¢ 22,29¢ 21,80( 23,267

Depreciation and amortizatic 16,62¢ 16,60¢ 16,35( 16,07«
Total operating expens 64,557 64,69( 65,84¢ 67,51¢
Income from operatior 18,42: 16,25¢ 14,47: 17,48¢
Other expenses, n 10,11 9,704 10,11¢ 20,60(
Pretax income (los¢ 8,30¢ 6,55( 4,35: (3,119
Income tax expense (benel 3,681 1,057 2,017 (2,087)
Net income (loss $461¢ $549: $ 2341 $ (1,030
Net income (loss) per common share basic and di $ 01 $ 021 $ 0.0 $ (0.09
2006
Revenue: $79,42¢ $79,34C $ 80,32! $ 81,67¢
Operating expense

Cost of services and produt 24,67: 23,95 24,14( 25,32¢

Selling, general and administrative exper 22,51 24,67 23,76¢ 23,74¢

Intangible assets impairme — — — 11,24(

Depreciation and amortizatic 17,071 16,84« 16,96 16,55¢
Total operating expens 64,25¢ 65,46¢ 64,86¢ 76,86¢
Income from operatior 15,17( 13,87¢ 15,45¢ 4,80¢
Other expenses, n 8,694 8,73¢ 9,53( 8,671
Pretax income (los¢ 6,47¢€ 5,13¢ 5,92¢ (3,86%)
Income tax expense (benel 2,92¢ (3,089 3,91z (3,347)
Net income (loss $ 3546 $822¢ 3 2,01 3 (521)
Net income (loss) per common sh—

Basic $ 01z $ 028 S 0.0¢ $ (0.09

Diluted $ 01z $ 028 $ 007 $ (0.09
Notes:

During the second quarter of 2007, the State oh$@mended the tax legislation enacted duringebersl
quarter 2006 which resulted in a reduction of tlen@any’s net deferred tax liabilities and a coroegfing credit to
its tax provision of approximately $1,729. Duritng tsecond quarter of 2006, the State of Texas eshaeiw tax
legislation which resulted in a reduction of then@@any’s net deferred tax liabilities and correspogdredit to its
state tax provision of approximately $5,979.

During the fourth quarter of 2007, the company wroff $10,323 of deferred financing costs assodiatih its
previous credit facility. In connection with thegadsition of North Pittsburgh, the Company enteired a new
credit facility and repaid the obligations underprevious facility. The write off of deferred fimging costs was
recorded as interest expense.
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

None

Item 9A. Controls and Procedures

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, has
evaluated the effectiveness of the Company’s diseko controls and procedures (as such term isatbfin
Rule 13a-15(e) under the Exchange Act) as of Deee®b, 2007, the end of the Company’s fiscal yaad,
determined that, as of December 31, 2007, suchalsrend procedures were effective in timely makingwn to
them material information relating to the Compaegyuired to be included in the Company’s periodinds under
the Exchange Act and that there were no materiakmesses in those disclosure controls and procedUiney haw
also indicated that during the Company’s fourthrtpraof 2007 there were no changes which would magterially
affected, or are reasonably likely to affect, th@@any’s internal controls over financial reporting

Management’s Report on Internal Control Over FimarReporting and the Report of Independent Regidte
Public Accounting Firm thereon are set forth intRladtem 8 of this Annual Report on Form 10-K.
Item 9B. Other Information

None

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente

The Company has adopted a code of ethics thatespialiall of its employees, officers, and directorsluding
its principal executive officer, principal finantiafficer, and principal accounting officer. Thext®f the Companys
code of ethics is posted on its website at www.@bidated.com within the Corporate Governance partibthe
Investor Relations section.

Additional information required by this Item is orporated herein by reference to our proxy statencebe
issued in connection with the Annual Meeting of 8twckholders to be held on May 6, 2008, which pretatemer
will be filed within 120 days of the end of ourd& year.

Item 11. Executive Compensatio

The information required by this Item is incorp@dherein by reference to our proxy statement tisdeed in
connection with the Annual Meeting of our Stockteskito be held on May 6, 2008, which proxy statemeihbe
filed within 120 days of the end of our fiscal year

Item 12. Security Ownership of Certain Beneficial Owners ahanagemen

The information required by this Item is incorp@@herein by reference to our proxy statement tisdeed in
connection with the Annual Meeting of our Stockteskito be held on May 6, 2008, which proxy statemeihbe
filed within 120 days of the end of our fiscal year

Item 13. Certain Relationships and Related Transactions, abitector Independenci

The information required by this Item is incorp@@herein by reference to our proxy statement tisdeed in
connection with the Annual Meeting of our Stockteskito be held on May 6, 2008, which proxy statemeihbe
filed within 120 days of the end of our fiscal year
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Item 14. Principal Accounting Fees and Servict

The information required by this Item is incorpedherein by reference to our proxy statement tigded in
connection with the Annual Meeting of our Stockteskito be held on May 6, 2008, which proxy statemeihbe
filed within 120 days of the end of our fiscal year

Part IV

Iltem 15. Exhibits and Financial Statement Schedult

Exhibits
See the Index to Exhibits following the signatypege of this Report.

Financial Statement Schedules

The consolidated financial statements of the Reggistare set forth under Iltem 8 of this Report.esiches not
included have been omitted because they are ntitaple or the required information is includedesidiere herein.

Schedule Il — Valuation Reserves is set forth below

The financial statements of the Registrant’s 50%e8s owned companies that are deemed to be niatedier
Rule 3-09 of Regulation S-X include GTE MobilnetTafxas RSA #17 Limited Partnership are also sé¢t foelow.
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SCHEDULE Il — VALUATION RESERVES
(Dollars in thousands)

Allowance for Doubtful Accounts:
Balance at beginning of ye

North Pittsburgh acquisitio
Provision charged to expen
Write-offs, less recoverie

Balance at end of ye
Inventory reserves:

Balance at beginning of ye

TXU Acquisiton

North Pittsburgh acquisitio
Provision charged to expen

Write-offs
Balance at end of ye

Income tax valuation allowance:
Balance at beginning of ye
North Pittsburgh acquisitio

Adjustment to goodwil

Reduction of related deferred tax as
Provision (benefit) charged to expel
Release of valuation allowan

Balance at end of ye
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December 31

2007 2006 2005
$2,11C $ 2,828 $ 2,61°
471 — —
473¢  505¢  4,48(
@487 (577) (4,269
$2,44C $211C $ 2,82F
$ 42¢ $ 63C $ 54¢
— — 264
171 — —
12t — 70
(325) (201) (259)
$ 40C $ 42¢ $ 63C
$5,34¢  $16,04( $17,13¢
1,53( — —
— — (1,419
(3,98 (5,029 —
(24) (289) 317
— (5,38) —
$2,871 $534¢ $16,04(
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Partners of GTE Mobilnet of
Texas #17 Limited Partnership:

We have audited the accompanying balance she&@$BfMobilnet of Texas #17 Limited Partnership (the
“Partnership”) as of December 31, 2007 and 2006 the related statements of operations, changeartners’
capital, and cash flows for each of the three yatise period ended December 31, 2007. Thesediabstatement
are the responsibility of the Partnership’s manag@mOur responsibility is to express an opiniortlese financial
statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighago
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. The Partnership is not requirdthte, nor were
we engaged to perform, an audit of its internakti@rover financial reporting. Our audit includednsideration of
internal control over financial reporting as a kdsr designing audit procedures that are apprtgpiiethe
circumstances but not for the purpose of expresmmgpinion on the effectiveness of the Partnersiiipernal
control over financial reporting. Accordingly, wepgess no such opinion. An audit also includes éxang, on a
test basis, evidence supporting the amounts actbdiges in the financial statements, assessingdabeunting
principles used and significant estimates made dgagement, as well as evaluating the overall filgdustatement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, such financial statements presainlyf in all material respects, the financial gimsi of the
Partnership as of December 31, 2007 and 2006 fengesults of its operations and its cash flowstarh of the
three years in the period ended December 31, 20@0dnformity with accounting principles generadlgcepted in
the United States of America.

Atlanta, GA
February 22, 2008
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP

BALANCE SHEETS
December 31, 2007 and 2006
(Dollars in thousands)

ASSETS

CURRENT ASSETS

Accounts receivable, net of allowance of $373 aB@X

Unbilled revenue

Due from General Partn

Prepaid expenses and other current a:

Total current asse

PROPERTY, PLANT AND EQUIPMEN"— Net

TOTAL ASSETS

LIABILITIES AND PARTNERS’ CAPITAL
CURRENT LIABILITIES:
Accounts payable and accrued liabilit
Advance billings and customer depo:

Total current liabilities
LONG TERM LIABILITIES

Total liabilities
COMMITMENTS AND CONTINGENCIES (see Notes 6 and
PARTNERS CAPITAL

TOTAL LIABILITIES AND PARTNERS CAPITAL

See notes to financial statements.
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2007

2006

$ 3,006 $ 2,60z
952 1,047
7,402 10,747
8 13
11,36¢  14,40¢
40,06  34,39¢
$51,43.  $48,80¢
$1,57¢ $ 1,84«
777 621
2,35z 2,46E
27¢ 24€
2,62z 2,711
48,80¢ 46,09
$51,43.  $48,80¢
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP

STATEMENTS OF OPERATIONS
Years Ended December 31, 2007, 2006 and 2005
(Dollars in thousands)

2007 2006 2005
OPERATING REVENUES (see Note 5 for Transactionswffiliates and
Related Parties
Service revenue $48,09¢  $45,29¢  $38,39¢
Equipment and other revent 4,341 4,00z 3,63:
Total operating revenu 52,43% 49,29¢ 42,03
OPERATING COSTS AND EXPENSES (see Note 5 for Tratisas with
Affiliates and Related Parties
Cost of service (excluding depreciation and amatitin related to network
assets included beloy 15,02¢ 13,53¢ 12,31¢
Cost of equipmer 5,08¢ 3,70¢ 3,33¢
Selling, general and administrati 14,14: 12,40: 11,417
Depreciation and amortizatic 5,02( 4,491 4,004
Total operating costs and expen 39,27¢ 34,135 31,07
OPERATING INCOME 13,16: 15,16; 10,95¢
OTHER INCOME:
Interest income, ne 55C 472 301
Total other incomi 55C 472 301
NET INCOME $13,71: $15,63¢  $11,26(
Allocation of Net Income
Limited partners $10,97C $12,50¢ $ 9,00
General Partne $2,74. $ 3,12¢ $ 2,257

See notes to financial statements.
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP

STATEMENTS OF CHANGES IN PARTNERS’ CAPITAL
Years Ended December 31, 2007, 2006 and 2005
(Dollars in thousands)

General
Partner Limited Partners
San Eastex Consolidated ALLTEL San
Antonio  Telecom Telecomr Communications Communications Antonio  Total
MTA, Investments Supply, Transport Investments, MTA, Partners’
L.P. L.P. Inc. Company Inc. L.P. Capital
BALANCE — January 1, 200 $543¢ $ 4,631 $ 4,631 $ 4,631 $ 4,631 $ 3,241 $ 27,20«
Distributions (400) (341)  (341) (341) (341) (236) (2,000
Net income 2,258 1,917 191 1,91 1,917 1,33¢ 11,26(
BALANCE — December 31, 20C 7,292 6,207 6,207 6,207 6,207 4,34¢ 36,46¢
Distributions (1,202 (1,029 (1,029 (1,029 (1,02 (715 (6,000
Net income 3,12¢ 2,66( 2,66( 2,66( 2,66(C 1,86¢ 15,63
BALANCE — December 31, 20C 9,22( 7,84¢  7,84¢ 7,84¢ 7,846 5,49: 46,09
Distributions (2,200 (1,872 (1,877 (1,872 (1,872 (1,317 (11,000
Net income 2,742 2,33¢ 2,33¢ 2,33¢ 2,33¢ 1,63¢ 13,71
BALANCE — December 31, 20C $9,762 $ 8,30¢ $ 8,30¢ $ 8,30¢ $ 8,30¢ $5,81F $ 48,80¢

See notes to financial statements.
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP

STATEMENTS OF CASH FLOWS

Years Ended December 31, 2007, 2006 and 2005

(Dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciation and amortizatic
Provision for losses on accounts receivi
Changes in certain assets and liabilit
Accounts receivabl
Unbilled revenu
Prepaid expenses and other current a:
Accounts payable and accrued liabilit
Advance billings and customer depo:
Long term liabilities
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures, including purchases fronliafés, ne
Change in due from General Partner,
Net cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to partner
Net cash used in financing activiti
CHANGE IN CASH
CASH— Beginning of yea
CASH— End of yeal

NONCASH TRANSACTIONS FROM INVESTING AND FINANCINC
ACTIVITIES:
Accruals for capital expenditur:

See notes to financial statements.
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2007

2006

2005

$13,71: $15,63: $11,26(
502( 4,491 4,00
887 717 931
(1,291) (937 (1,259
95 (13¢) (197)

5 1 @)

(149 76 28¢
152 4 77

24 10¢ 137
18,458  19,95¢ 15 24(
(10,799 (10,049 (10,062
3,344 (3919 (3,176
(7,455 (13,950 (13,240
(11,000 (6,000 (2,000
(11,000 (6,000 _ (2,000)
$ —  $ —  $ —
$ 242 $ 214 $ 87




Table of Contents

GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS
Years Ended December 31, 2007, 2006 and 2005
(Dollars in Thousands)

1. Organization and Management

GTE Mobilnet of Texas #17 Limited Partnership— GTE Mobilnet of Texas #17 Limited Partnershipe(t
“Partnership”) was formed on June 13, 1989. Theqipal activity of the Partnership is providinglo&r service in
the Texas #17 rural service area.

The partners and their respective ownership peagestas of December 31, 2007, 2006 and 2005 are as

follows:

General Partne
San Antonio MTA, L.P.* 20.000(%%0

Limited Partners
Eastex Telecom Investments, L. 17.0219%
Telecom Supply, Inc 17.021%
Consolidated Communications Transport Comg 17.021%
ALLTEL Communications Investments, In 17.021%
San Antonio MTA, L.P.* 11.9140%

* San Antonio MTA, L.P. (“General Partner”) is a Wlyebwned subsidiary of Cellco Partnership (“Cellzdbing
business as Verizon Wirele:

2. Significant Accounting Policies

Use of Estimates— The preparation of financial statements in comfty with accounting principles generally
accepted in the United States of America requirasagement to make estimates and assumptions téett e
reported amounts of assets and liabilities andltbelosure of contingent assets and liabilitiethatdate of the
financial statements and the reported amountsveimges and expenses during the reporting periodiahoesults
may differ from those estimates. Estimates are tmgdbut not limited to, the accounting for: al&ions, allowance
for uncollectible accounts receivable, unbilledenewe, fair value of financial instruments, deprésraand
amortization, useful lives and impairment of assatsrued expenses, and contingencies. Estimatieasaumptions
are periodically reviewed and the effects of anyamal revisions are reflected in the financiakstaents in the
period that they are determined to be necessary.

Revenue Recognition— The Partnership earns revenue by providing actethe network (access revenue)
and for usage of the network (airtime/usage revemdeich includes roaming and long distance revehugeneral,
access revenue is billed one month in advancesaretognized when earned; the unearned portidassified in
advance billings. Airtime/usage revenue, roamingnele and long distance revenue are recognized sédreite is
rendered and included in unbilled revenue untiedil Equipment sales revenue associated with fheo$avireless
handsets and accessories is recognized when tlegtscare delivered to and accepted by the cust@aehis is
considered to be a separate earnings process limgate of wireless services. In accordance witerdgng Issues
Task Force (“EITF”) Issue No. 00-2Accounting for Revenue Arrangements with Multipédiirables, the
Partnership recognizes customer activation fe@aeof equipment revenue. The roaming rates clagehe
Partnership to Cellco do not necessarily reflectasut market rates. The Partnership will contirmestevaluate the
rates on a periodic basis (see Note 5). The Patiipes revenue recognition policies are in accocganith the
Securities and Exchange Commission’s (“SEC”) SAaffounting Bulletin (“SAB”) No. 10IRevenue Recognition
Financial Statemeni, SAB No. 104Revenue Recognitiand EITF Issue No. 00-21.
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS — (Continued)

Operating Costs and Expenses- Operating expenses include expenses incurred itgcthe Partnership,
well as an allocation of certain administrative aperating costs incurred by Cellco or its affdision behalf of the
Partnership. Employees of Cellco provide serviar$gomed on behalf of the Partnership. These engglsyare not
employees of the Partnership and therefore, opgratipenses include direct and allocated chargsalafy and
employee benefit costs for the services providetiedPartnership. The General Partner believes allmtations,
principally based on the Partnership’s percentdgetal customers, customer gross additions or teswof-use, are
reasonable. The roaming rates charged to the PPsintpeby Cellco do not necessarily reflect curmaarket rates.
The Partnership will continue to re-evaluate titeg@n a periodic basis (see Note 5).

Income Taxes— The Partnership is not a taxable entity for fatland state income tax purposes. Any taxable
income or loss is apportioned to the partners basdteir respective partnership interests and evbalreported by
them individually.

Inventory — Inventory is owned by Cellco and held on consignt by the Partnership. Such consigned
inventory is not recorded on the Partnership’srfoial statements. Upon sale, the related costeoirtbentory is
transferred to the Partnership at Cellco’s cosistarsd included in the accompanying Statementspefr&lions.

Allowance for Doubtful Accounts— The Partnership maintains allowances for unctile accounts
receivable for estimated losses resulting fromittlagility of customers to make required paymengiriates are
based on the aging of the accounts receivable tedaand the historical write-off experience, neteabveries.

Property, Plant and Equipment— Property, plant and equipment primarily représeosts incurred to
construct and expand capacity and network covesagddobile Telephone Switching Offices (“MTSOs") acelll
sites. The cost of property, plant and equipmedefeciated over its estimated useful life ushrgdtraight-line
method of accounting. Leasehold improvements a@@ed over the shorter of their estimated uskfek or the
term of the related lease. Major improvements fstigxg plant and equipment are capitalized. Routiraéntenance
and repairs that do not extend the life of the fpéamd equipment are charged to expense as incurred.

Upon the sale or retirement of property, plant aqdipment, the cost and related accumulated degicatior
amortization is eliminated from the accounts anygl retated gain or loss is reflected in the StatemehOperations.

Network engineering costs incurred during the aoiesion phase of the Partnership’s network and estdte
properties under development are capitalized asopg@roperty, plant and equipment and recorded as
construction-in-progress until the projects are plated and placed into service.

FCC Licenses— The Federal Communications Commission (“FCC8u&s licenses that authorize cellular
carriers to provide service in specific cellulangeaphic service areas. The FCC grants licensdsifiois of up to
ten years. In 1993, the FCC adopted specific stalsda apply to cellular renewals, concluding il weward a
license renewal to a cellular licensee that meetain standards of past performance. Historic#ilg,FCC has
granted license renewals routinely. All wirelegefises issued by the FCC that authorize the Psipdo provide
cellular services are recorded on the books oftGelThe current term of the Partnership’s FCC kseexpires in
December 2009. Cellco believes it will be able ®etall requirements necessary to secure reneviiaéof
Partnership’s cellular license.

Valuation of Assets— Long-lived assets, including property, plant &ggdipment and intangible assets with
finite lives, are reviewed for impairment wheneegents or changes in circumstances indicate teatdlrying
amount of the asset may not be recoverable. Thgiegramount of a londived asset is not recoverable if it exce
the sum of the undiscounted cash flows expecteestalt from the use and eventual
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS — (Continued)

disposition of the asset. The impairment lossetedmnined to be necessary, would be measured asrthent by
which the carrying amount of the asset exceedfaihgalue of the asset.

As discussed above, the FCC license under whicR&nership operates is recorded on the bookskédC
Cellco does not charge the Partnership for theotisay FCC license recorded on its books (excepthi® annual
cost of $76 related to the spectrum lease, as sieclin Note 5). However, Cellco believes that utioe
Partnership agreement it has the right to allodsteed on a reasonable methodology, any impairtogsit
recognized by Cellco for all licenses included ell€’s national footprint. Accordingly, the FC@éinses,
including the license under which the Partnersipiprates, recorded on the books of Cellco are etelifar
impairment by Cellco, under the guidance set fortGtatement of Financial Accounting Standards £SH
No. 142,Goodwill and Other Intangible Assets

The FCC licenses are treated as an indefiniterltBengible asset on the books of Cellco under togipions of
SFAS No. 142 and are not amortized, but rathetested for impairment annually or between annutdgjaf event
or circumstances warrant. All of the licenses iflé@és nationwide footprint are tested in the aggte for
impairment under SFAS No. 142.

Cellco evaluates its wireless licenses for potéitipairment annually, and more frequently if inations of
impairment exist. Cellco tests its licenses onggregate basis, in accordance with EITF No. 0@t of
Accounting for Testing Impairment of Indefi-Lived Intangible Assetsusing a direct value methodology in
accordance with SEC Staff Announcement No. D-16& of the Residual Method to Value Acquired Asstber
than Goodwill. The direct value approach determines fair vakirgiestimates of future cash flows associated
specifically with the wireless licenses. If therfadlue of the aggregated wireless licenses istless the aggregated
carrying amount of the wireless licenses, an inmpait is recognized. Cellco evaluated its wirelesmnkes for
potential impairment as of December 15, 2007 anckBwer 15, 2006. These evaluations resulted impairment
of Cellco’s wireless licenses.

Concentrations — To the extent the Partnerstigustomer receivables become delinquent, collectidivities
commence. No single customer is large enough teeptea significant financial risk to the Partnepsfihe
Partnership maintains an allowance for losses basdke expected collectibility of accounts recblea

Cellco and the Partnership rely on local and loistpdce telephone companies, some of whom aredelat
parties, and other companies to provide certainngonication services. Although management belieltesrative
telecommunications facilities could be found innagly manner, any disruption of these servicesapaltentially
have an adverse impact on the Partnership’s opgregsults.

Although Cellco and the General Partner attempbaintain multiple vendors for its network assetd an
inventory, which are important components of itergpions, they are currently acquired from onlgwa Sources.
Certain of these products are in turn utilized ly Partnership and are important components dPdnmership’s
operations. If the suppliers are unable to meeic@slneeds as it builds out its network infrastane and sells
service and equipment, delays and increased co#te iexpansion of the Partnership’s network infrasure or
losses of potential customers could result, whioclilel adversely affect operating results.

Financial Instruments — The Partnership’s trade receivables and payab&eshort-term in nature, and
accordingly, their carrying value approximates faitue.

Due from General Partner— Due from General Partner principally represénésPartnership’s cash position.
Cellco manages, on behalf of the General Partlierash, inventory, investing and financing aciaét of the
Partnership. As such, the change in due from GéRariner is reflected as an investing activityadmancing
activity in the Statements of Cash Flows dependimgvhether it represents a net asset or net liglidr the
Partnership.
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS — (Continued)

Additionally, administrative and operating costsurred by Cellco on behalf of the General Partagnyvell as
property, plant, and equipment transactions wittises, are charged to the Partnership throughabcount.
Interest income or interest expense is based oavbge monthly outstanding balance in this adcand is
calculated by applying the General Partner’'s aweaggt of borrowing from Verizon Global Fundingyholly-
owned subsidiary of Verizon Communications, Inchjek was approximately 5.4%, 5.4% and 4.8% forytbars
ended December 31, 2007, 2006 and 2005, respgctimeluded in net interest income is interest imeoof $554,
$477 and $308 for the years ended December 31, 2006 and 2005, respectively, related to the duma General
Partner.

Distributions — The Partnership is required to make distributi@angst partners on a quarterly basis based
the Partnership’s operating results, cash avaitglgihd financing needs as determined by the GéRardner at the
date of the distribution.

Recently Issued Accounting Pronouncements: In September 2006, the FASB issued SFAS No. B&IT,
Value MeasurementSFAS No. 157 defines fair value, expands discksabout fair value measurements,
establishes a framework for measuring fair valugenerally accepted accounting principles and &éskeds a
hierarchy that categorizes and prioritizes the @mato be used to estimate fair value. The Patipeis required to
adopt SFAS No. 157 effective January 1, 2008 oroagective basis, except for those items wher@#rnership
has elected a partial deferral under the proviswdSASB Staff Position (“FSP”) No. FAS 157-IEffective Date o
FASB Statement No. 157,” which was issued duriregfifst quarter of 2008. FSP 157-b permits defesfahe
effective date of SFAS 157 for one year, for alhfimancial assets and nonfinancial liabilities, epicthose that are
recognized or disclosed at fair value in the finahstatements on a recurring basis (at least diyju@he deferral
applies to measurements of fair value used wheimgewireless licenses, other intangible assetd,aher long-
lived assets for impairment. The Partnership de¢exrpect this standard to have an impact on tianfial
statements.

In February 2007, the FASB issued SFAS No. T8®& Fair Value Option for Financial Assets and Fical
Liabilities . SFAS No. 159 permits entities to choose to measligible items at fair value, and to report ufizea
gains and losses in earnings on items for whicHaineralue option has been elected. The Partngishiequired to
adopt SFAS No. 159 effective January 1, 2008. Tdrénrship does not expect this standard to hawmpact on
the financial statements.

In June 2006, the EITF reached a consensus on B¢TB6-3,How Taxes Collected from Customers and
Remitted to Governmental Authorities Should Be é&resd in the Income Statem. EITF No. 06-3 permits that
such taxes may be presented on either a grossdrasiset basis as long as that presentation & amssistently.
The adoption of EITF No. 06-3 on January 1, 20@/rdit impact the financial statements. We predentdxes
within the scope of EITF No. 06-3 on a net basis.

3. Property, Plant and Equipment
Property, plant and equipment consists of the fahg as of December 31, 2007 and 2006:

Useful lives 2007 2006

Buildings and improvemen 10-40 years  $16,29(  $13,92:
Cellular plant equipmer 3-15 years 51,26¢ 44,85(
Furniture, fixtures and equipme 2-5 years 75 10€
Leasehold improvemen 5 years 3,11¢ 2,411

70,75 61,28¢
Less accumulated depreciation and amortize 30,68¢ 26,88¢
Property, plant and equipment, | $40,06:  $34,39¢
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS — (Continued)

Capitalized network engineering costs of $410 ad#il$vere recorded during the years ended Decendber 3
2007 and 2006, respectively. Construction-in-pregiiacluded in certain of the classifications shamove,
principally cellular plant equipment, amounted 874 and $1,909 at December 31, 2007 and 20Q8ecteely.
Depreciation and amortization expense for the yeaded December 31, 2007, 2006 and 2005 was $3502091
and $4,004, respectively.

4. Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consigheffollowing:

2007 2006
Accounts payabl $ 74 $ 964
Non-income based taxes and regulatory 61¢ 64C
Accrued commission 212 24C
Accounts payable and accrued liabilit $1,657¢ $1,84¢

5. Transactions with Affiliates and Related Parties

Significant transactions with affiliates (Cellcodaits related entities) and other related partreguding
allocations and direct charges, are summarizedlsvs for the years ended December 31, 2007, 20062005:

2007 2006 2005
Service revenues( $13,03t $15,81¢ $12,75¢
Equipment and other revenues (259 (27¢) (53
Cost of service(c 11,90¢ 10,83¢ 9,55¢
Cost of equipment(c 1,03 531 36¢

Selling, general and administrative 8,33( 6,71z 5,64¢

(a) Service revenues include roaming revenues rela&icgstomers of other affiliated markets, longatise,
paging, data and allocated cor-revenues including revenue concessit

(b) Equipment and other revenues include sales of leémdsd accessories and allocated contra-revenues
including equipment concessions and coupon rek

(c) Cost of service includes roaming costs relatingustomers roaming in other affiliated markets, pggswitct
usage and allocated cost of telecom, long distandehandset applicatior

(d) Cost of equipment includes handsets, accessoridsalbocated warehousing and freig
(e) Selling, general and administrative expenses irckammissions and billing, and allocated office¢em,
customer care, billing, salaries, sales and margetidvertising, and commissiol

All affiliate transactions captured above, are base actual amounts directly incurred by Cellcdoehalf of
the Partnership and/or allocations from Cellco. &exes and expenses were allocated based on theBhip’s
percentage of total customers or gross custometi@uslor minutes of use, where applicable. ThedsanPartner
believes the allocations are reasonable. Theaffilransactions are not necessarily conductedres éength.

The Partnership had net purchases involving pfaoperty, and equipment with affiliates of $3,233,695 an
$3,269 in 2007, 2006 and 2005, respectively.

On January 1, 2005, the Partnership entered ilgase agreement for the right to use additionattsype
owned by Cellco. The initial term of this agreemenas one year, with annual renewal terms.
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS — (Continued)

The Partnership renewed the lease for the yeadebdeember 31, 2007. The annual lease commitmepit®f
represents the costs of financing the spectrumgdaed not necessarily reflect the economic valub®tervices
received. No additional spectrum purchases or leasenitments, other than the $76, have been entet@thy the
Partnership as of December 31, 2007.

6. Commitments

The General Partner, on behalf of the Partnersimig ,the Partnership itself have entered into opey#tases
for facilities, equipment and spectrum used irofisrations. Lease contracts include renewal optimaitsinclude
rent expense adjustments based on the ConsumerlRdiex as well as annual and end-of-lease terastadgnts.
Rent expense is recorded on a straight-line b@kis.noncancelable lease term used to calculatenttoeint of the
straight-line rent expense is generally determiodgke the initial lease term, including any optiormewal terms
that are reasonably assured. Leasehold improvemadated to these operating leases are amortizexdtbe shorter
of their estimated useful lives or the noncancelddshse term. For the years ended December 31, 2008 and
2005, the Partnership recognized a total of $1,811601 and $1,575, respectively, as rent expeziated to
payments under these operating leases, which whglad in cost of service in the accompanying &tatgs of
Operations.

Aggregate future minimum rental commitments underaancelable operating leases, excluding renewal
options that are not reasonably assured, for thesyghown are as follows:

% Amount
2008 $1,80(
2009 1,76¢
2010 90E
2011 614
2012 48C
2013 and thereaftt 1,597
Total minimum payment $7,16¢

From time to time the General Partner enters intclpase commitments, primarily for network equipimen
behalf of the Partnership.

7. Contingencies

Cellco is subject to various lawsuits and otheinttaincluding class actions, product liability, @at
infringement, antitrust, partnership disputes, elaims involving relations with resellers and ageellco is also
defending lawsuits filed against itself and othartigipants in the wireless industry alleging vas@dverse effects
as a result of wireless phone usage. Various coesalass action lawsuits allege that Cellco bredduwmtracts wit
consumers, violated certain state consumer protediws and other statutes and defrauded custdimersgh
concealed or misleading billing practices. Certithese lawsuits and other claims may impact tgnlership.
These litigation matters may involve indemnificatiabligations by third parties and/or affiliatedes covering all
or part of any potential damage awards against@elhd the Partnership and/or insurance coverdpef the
above matters are subject to many uncertaintiespatcomes are not predictable with assurance.

The Partnership may be allocated a portion of Hreapes that may result upon adjudication of thesitens if
the claimants prevail in their actions. Consequettitie ultimate liability with respect to these teas at
December 31, 2007 cannot be ascertained. The paitefiect, if any, on the financial statementstaf Partnership,
in the period in which these matters are resolueayy be material.
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GTE MOBILNET OF TEXAS #17 LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS — (Continued)

In addition to the aforementioned matters, Celfcstibject to various other legal actions and claintse
normal course of business. While Cellco’s legalrsml cannot give assurance as to the outcome bfcddhese
matters, in managemestopinion, based on the advice of such legal cdutieeultimate liability with respect to a
of these actions, or all of them combined, will nwterially affect the financial statements of Betnership.

8. Reconciliation of Allowance for Doubtful Accounts

Balance at Additions Write -offs Balance a
Beginning Charged to Net of End of
of the Year Operations Recoverie! the Year
Accounts Receivable Allowance
2007 $ 32¢ $ 887 $ (849 $ 37¢
2006 38t 717 (779 32¢
2005 26¢€ 931 (814) 38t

* k k k% %
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regjgthas
duly caused this report to be signed on its behathe undersigned thereunto duly authorized.

Date: March 17, 2008

CoNsoLIDATED COMMUNICATIONS HOLDINGS, INC.
(REGISTRANT)

By: /s/ Robert J. Curre

Robert J. Currey
President and Chief Executive Officer
(Principal Executive Officer)

Pursuant to the requirements of the Securities &xg Act of 1934, this report has been signed bélpthe
following persons on behalf of the Registrant amthe capacities indicated thereunto duly authdra of

March 17, 2008.

Signature

/s/ Robert J. Curre

Robert J. Curre

/s! Steven L. Childer

Steven L. Childers

/sl Richard A. Lumpkir

Richard A. Lumpkir

/sl Jack W. Blumenste

Jack W. Blumenstei

/sl Roger H. Moor

Roger H. Moore

/s/ Maribeth S. Rah

Maribeth S. Rah

Title

President , Chief Executive Officer and Director
(Principal Executive Officer)

Senior Vice President and
Chief Financial Officer
(Principal Financial and Accounting Office

Chairman of the Board of Directors

Director

Director

Director
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118




Table of Contents

Exhibit
Number Description

10.12 Form of Employment Security Agreement with the Camys and its subsidiaries vice president and
director level employees (filed herewit|

10.13 Executive Long-Term Incentive Program, as reviseddl 12, 2007 (incorporated by reference to
Exhibit 10.1 taForm &K dated March 12, 2007

10.14 Form of 2005 Long-Term Incentive Plan PerformanteEGrant Certificate (incorporated by reference
to Exhibit 10.2 tcForm &K dated March 12, 2007

10.15 Form of 2005 Long-Term Incentive Plan RestricteacgtGrant Certificate (incorporated by reference to
Exhibit 10.3 taForm ¢-K dated March 12, 2007

10.16 Form of 2005 Long-Term Incentive Plan Restrictedoc&tGrant Certificate for Directors (incorporated b
reference to Exhibit 10.4 Form &K dated March 12, 2007

10.17 Description of the Consolidated Communications kiad, Inc. Bonus Plan (incorporated by referenc
Exhibit 10.5 taForm &K dated March 12, 2007

21 List of Subsidiaries of Consolidated Communicatiétmddings, Inc.

23.1 Consent of Independent Registered Public Accouriing.

23.2 Consent of Independent Registered Public Accouriing.

311 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuamnt $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certification of Chief Executive Officer and Chiefnancial Officer pursuant to Section 906 of the

Sarbane-Oxley Act of 2002

119






Exhibit 10.2
EXECUTION COPY

COLLATERAL AGREEMENT
dated as of December 31, 2007
by and among

CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.,
CONSOLIDATED COMMUNICATIONS, INC.,
CONSOLIDATED COMMUNICATIONS ACQUISITION TEXAS, INC.
FORT PITT ACQUISITION SUB INC.,
and certain of their respective Subsidiaries,

as Grantors,
in favor of
WACHOVIA BANK, NATIONAL ASSOCIATION,

as Administrative Agent




SECTION 1.1
SECTION 1.2
SECTION 1.2

SECTION 2.1
SECTION 2.2
SECTION 2.2

SECTION 3.1
SECTION 3.2
SECTION 3.2
SECTION 3.4
SECTION 3.t
SECTION 3.€
SECTION 3.7
SECTION 3.8
SECTION 3.¢
SECTION 3.1(
SECTION 3.11
SECTION 3.1%
SECTION 3.1z
SECTION 3.1¢
SECTION 3.1¢
SECTION 3.1¢

ARTICLE IV COVENANTS

SECTION 4.1
SECTION 4.2
SECTION 4.2
SECTION 4.4
SECTION 4.5
SECTION 4.€
SECTION 4.7
SECTION 4.
SECTION 4.€
SECTION 4.1(
SECTION 4.11
SECTION 4.1:
SECTION 4.1:
SECTION 4.1¢
SECTION 4.1¢

SECTION 5.1

Table of Contents

ARTICLE | DEFINED TERMS

Terms Defined in the Uniform Commercial Cc
Definitions
Other Definitional Provision

ARTICLE Il SECURITY INTEREST

Grant of Security Intere:
Partnership/LLC Interes
Grantors Remain Liabl

ARTICLE Il REPRESENTATIONS AND WARRANTIES

Organization, et

Due Authorization, No-Contravention, et
Government Approval, Regulation, ¢
Perfected First Priority Lier

Title, No Other Lien:

State of Organization; Location of Inventory, Equignt and Fixtures; other Informati

Accounts

Chattel Pape

Commercial Tort Claim

Deposit Accounts and Securities Accou
Intellectual Propert'

Inventory

Investment Property; Partnership/LLC Intere
Instruments

Government Contrac

Aircraft

Maintenance of Perfected Security Interest; Furthfarmation
Maintenance of Insurant

Changes in Locations; Changes in Name or Stru
Required Notification:

Delivery Covenant

Control Covenant

Filing Covenant:

Accounts

Intellectual Propert

Investment Property; Partnership/LLC Intere
Equipment

Vehicles

Government Contrac

Special Propert

Further Assurance

ARTICLE V REMEDIAL PROVISIONS

General Remedie




SECTION 5.2
SECTION 5.2
SECTION 5.4
SECTION 5.

SECTION 6.1
SECTION 6.2
SECTION 6.2
SECTION 6.4
SECTION 6.5
SECTION 6.€
SECTION 6.7

SECTION 7.1
SECTION 7.2
SECTION 7.2
SECTION 7.4
SECTION 7.5
SECTION 7.€
SECTION 7.7
SECTION 7.8
SECTION 7.¢
SECTION 7.1(
SECTION 7.11
SECTION 7.1%
SECTION 7.1z
SECTION 7.1¢
SECTION 7.1¢
SECTION 7.1¢
SECTION 7.1%
SECTION 7.1¢
SECTION 7.1¢

Specific Remedie
Registration Right
Application of Proceed
Waiver, Deficiency

ARTICLE VI THE ADMINISTRATIVE AGENT

Appointment of Administrative Agent as Attorr-In-Fact
Duty of Administrative Agen

Authority of Administrative Agen

Intercreditor Agreemen

Limitations on Responsibility of Administrative Age
Reliance by Administrative Agel

Resignation and Removal of the Administrative A¢

ARTICLE VII MISCELLANEOUS

Notices

Amendments in Writing

Expenses, Indemnification, Waiver of Consequemhages, et
Right of Set Off

Governing Law; Jurisdiction; Venue; Service of Rasg
Waiver of Jury Tria

Injunctive Relief

No Waiver by Course of Conduct, Cumulative Reme
Successors and Assig

Survival of Indemnitie:

Titles and Caption

Severability of Provision

Counterpart:

Integration

Advice of Counsel; No Strict Constructi
Acknowledgement

Release:

Additional Grantor

Powers of Attorne

Page
19
21
22
23

23
23
24
25
25
26
28
28

29
28
28
28
29
30
30
31
31
31
31
31

32
32
32
32
33
33
33




SCHEDULES:

Schedule 3.6 Exact Legal Name; Jurisdiction of Organization; payer Identification Number; Registered Organizatio
Number; Mailing Address; Chief Executive Office aotther Location:

Schedule 3.! Commercial Tort Claim

Schedule 3.1/ Deposit Account:

Schedule 3.1 Intellectual Propert

Schedule 3.1 Investment Property and Partnership/LLC Inter

Schedule 3.1. Instruments




COLLATERAL AGREEMENT (this “ Agreemeri), dated as of December 32007, by and among CONSOLIDATED
COMMUNICATIONS HOLDINGS, INC., a Delaware corporati (“ Holdings”), CONSOLIDATED COMMUNICATIONS, INC., an
lllinois corporation (the “ CCI Borrowe?), CONSOLIDATED COMMUNICATIONS ACQUISITION TEXAS, INC.a Delaware corporatic
(the “ TXU Borrower”), FORT PITT ACQUISITION SUB INC., a Pennsylvargarporation (the “ Merger Suband together with the CCl
Borrower and the TXU Borrower, the “ Borrowéjscertain of the Subsidiaries of Holdings as itifisgd on the signature pages hereto and
any Additional Grantor (as defined below) who magdme party to this Agreement (such Subsidiaridsfaiditional Grantors, collectively,
with Holdings and the Borrowers, the “ Granttsin favor of WACHOVIA BANK, NATIONAL ASSOCIATION, as Administrative Agent
(in such capacity, the “ Administrative Ageftfor the ratable benefit of the Secured Partesdefined below).

STATEMENT OF PURPOSE

Reference is hereby made to (i) the Crediteggrent, dated as of even date herewith (as ameradtated, supplemented or otherwise
modified from time to time, the “ Credit Agreeméhtby and among Holdings, the Borrowers, the Adstiative Agent, the banks and other
financial institutions who are or may become péhgreto (the “ Lendery, CoBank, ACB, as Syndication Agent, General HiecCapital
Corporation, as Co-Documentation Agent, The RoyaikBof Scotland plc, as decumentation Agent and Wachovia Capital Market<C L
as sole lead arranger and sole bookrunner, anthéiilsuaranty Agreement, dated as of even datevitaras amended, restated,
supplemented or otherwise modified from time toetitihe “ Guaranty Agreemefjtmade by Holdings and certain of its Subsidiaries
(collectively, the “ Guarantory in favor of the Administrative Agent.

Reference is hereby made to the Indentureddag of April 14, 2004 (as amended, restated,lsomted or otherwise modified, the *
Indenture’), between Holdings (as successor to all of tats and obligations of Consolidated Communicatidimois Holdings, Inc.,
Consolidated Communications Texas Holdings, Ind.ldamebase Acquisition LLC), as issuer, and Wedlggb Bank, N.A., as trustee (the “
Indenture Truste®.

Pursuant to the Credit Agreement, the Lenbave agreed to make their respective extensionsedft to the Borrowers upon the terms
and subject to the conditions set forth thereinsBant to the Guaranty Agreement, the Guarantars gaaranteed payment and performance
of the Credit Agreement Obligations (as definedbglof the Borrowers upon the terms and subjetii¢écconditions set forth therein.

Pursuant to the Indenture, Holdings and itstiReed Subsidiaries (as defined in the Indentaray not secure the Credit Agreement
Obligations of the Grantors unless Holdings shallhmade effective provision to secure the Inden@ligations (as defined below) of
Holdings on an equal and ratable basis with theliCAgreement Obligations for so long as the Crédjteement Obligations shall be
secured.

It is a condition precedent to the obligatadrihe Lenders to make their respective extensibesedit to the Borrowers under the Credit
Agreement that the Grantors shall have executedialivered this Agreement to the Administrative Agdor the ratable benefit of the
Secured Parties.

NOW, THEREFORE, for good and valuable consitlen, the receipt and sufficiency of which aredigracknowledged by the parties
hereto, and to induce the Administrative Agent HrelLenders to enter into the Credit Agreementtaridduce the Lenders to make their
respective extensions of credit to the Borroweesahnder, each Grantor hereby agrees with the Adirdtive Agent, for the ratable benefit
of the Secured Parties, as follows:




ARTICLE |
DEFINED TERMS
SECTION 1.1 Terms Defined in the Uniform Conmoi@ Code.

(a) The following terms when used in this Agreent shall have the meanings assigned to theneibd€C (as defined in the Credit
Agreement) as in effect from time to time: “ Acdess’, “ Account”, “ Account Debtor’, “ Authenticate”, “ Certificated Security, “ Chatte
Paper’; “ Commercial Tort Claim’, “ Deposit Account’, “ Document”, “ Electronic Chattel Papét “ Equipment”, “ Farm Products “
Fixtures”, “ General Intangiblé, “ Instrument”, “ Inventory ”, “ Investment Company Security“ Investment Property, “ Letter-of-Credit
Rights”, “ Proceeds’, “ Record”, “ Registered Organizatiof) “ Securities Account, “ Securities Entitlement, “ Securities Intermediary,

“ Security”, “ Supporting Obligatiorf, “ Tangible Chattel Papét and “ Uncertificated Security

(b) Terms defined in the UCC and not otherwisfined herein or in the Credit Agreement shallehthe meaning assigned in the UCC as
in effect from time to time.

SECTION 1.2 Definitions The following terms when used in this Agreeménralishave the meanings assigned to them below:

“ Additional Grantor’ means each Subsidiary of a Borrower which heesdfecomes a Grantor pursuant to Section (@48equired
pursuant to Section 5.18 the Credit Agreement).

“ Administrative Agent has the meaning set forth in the Preamble toAlgieement.

“ Agreement means this Collateral Agreement, as amendedatestsupplemented or otherwise modified from timéme.

“ Assignment of Claims A¢tmeans the Assignment of Claims Act of 1940 (48.@d. Section 15, 31 U.S.C. Section 3737, and 313J.S
Section 3727), including all amendments theretoragdlations promulgated thereunder.

“ Borrowers’ has the meaning set forth in the Preamble toAlgiseement.

“ Collateral’ has the meaning assigned thereto in Section 2.1

“ Collateral Account has the meaning assigned thereto in Section 5.2

“ Control” means the manner in which “control” is achievedler the UCC, with respect to any Collateral foiahtthe UCC specifies a
method of achieving “control”.

“ Controlled Depository has the meaning assigned thereto in Section 4.6

“ Controlled Intermediary has the meaning assigned thereto in Section 4.6

“ Copyrights’ means, collectively, all of the following of arirantor: (a) all copyrights, works protectable loypyright, copyright
registrations and copyright applications anywharthe world, including, without limitation, thosisted on Schedule 3.Tiereto, (b) all
reissues, extensions, continuations (in whole gairt) and renewals of any of the foregoing, (E)rmlome, royalties, damages and payments
now or hereafter due and/or payable under anyeofdregoing or with respect to
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any of the foregoing, including, without limitatipdamages or payments for past, present and furfuiegements of any of the foregoing,
(d) the right to sue for past, present or futufangements of any of the foregoing and (e) alhtgycorresponding to any of the foregoing
throughout the world.

“ Copyright License$ means any agreement now or hereafter in existeag@ng any Grantor as licensor or licensee, irinydvithout
limitation, those listed in Schedule 3.1dranting any right under any Copyright, includimgthout limitation, the grant of rights to
manufacture, distribute, exploit and sell materifdsved from any Copyright.

“ Credit Agreemenithas the meaning set forth in the Statement op&se of this Agreement.

“ Credit Agreement Obligatiorisneans:

(a) with respect to the Borrowers, (i) the fi@ations” as defined in the Credit Agreement aiijda(l liabilities and obligations of the
Borrowers, as Grantors, under this Agreement; and

(b) with respect to the Guarantors, (i) theid@nteed Obligations” as defined in the Guarargye@ment and (ii) all liabilities and
obligations of the Guarantors, as Grantors, urtierAgreement.

“ Effective Endorsement and Assignménteans, with respect to any specific type of Gellal, all such endorsements, assignments and
other instruments of transfer reasonably requdsfatie Administrative Agent with respect to the @@y Interest granted in such Collateral,
and in each case, in form and substance satisfatttdhe Administrative Agent.

“ Excluded Deposit Accouritmeans, collectively, (a) Deposit Accounts estidid solely for the purpose of funding payroll, ppdytaxes
and other compensation and benefits to employe#¢tgrso long as no Default or Event of Default besurred and is continuing, Deposit
Accounts with amounts on deposit the average dailgnce of which, when aggregated with the avedagg balance of all amounts on
deposit in all other Deposit Accounts for which ttohagreements have not been obtained (otherttizae specified in clause (a)), do not at
any time exceed $250,000 during any three day gerio

“ Excluded Investment Propertyneans, collectively, (a) Securities Accounts bksaed solely for the purpose of funding payrpiyroll
taxes and other compensation and benefits to empsognd (b) so long as no Default or Event of OeFfeas occurred and is continuing,
Securities Accounts with amounts on deposit thagmaggregated with the amounts on deposit intladirdSecurities Accounts for which
control agreements have not been obtained (otherttiose specified in clause (a)), do not exce®@ $P0 at any time.

“ Excluded Partnership/LLCmeans any partnership, limited partnership, ditiability company or other entity, the Partn@pdh C
Interests of which are pledged by this Agreemedtiarwhich a majority of the voting rights with pesct to the Equity Interests of such
partnership, limited partnership, limited liabilitsgmpany or other entity are validly owned by onenore Joint Venture Partners.

“ Excluded Partnership/LLC Agreeménheans any Partnership/LLC Agreement of an ExdiuBartnership/LLC.

“ FCC” means the Federal Communications Commission, oo#rer similar or successor agency of the fedemaégnment administerir
the Communications Act of 1934, as amended, orsamilar or successor federal statute, and the anesregulations thereunder.
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“ Government Contraétmeans a contract between any Grantor and an ggdapartment or instrumentality of the United 8sabr any
state, municipal or local Governmental Authoritgdted in the United States or all obligations of amch Governmental Authority arising
under any Account now or hereafter owing by anyngBovernmental Authority, as account debtor, to @ngntor.

“ Grantors’ has the meaning set forth in the Preamble of Algigeement.
“ Guarantors$ has the meaning set forth in the Statement op&se of this Agreement.

“ Guaranty Agreemerithas the meaning set forth in the Statement op&se of this Agreement.

“ Indenture’ has the meaning set forth in the Statement op&s& of this Agreement.

“ Indenture Obligationsmeans the obligations (without duplication) ofIHiogs to pay the principal of, premium (if any)daimterest on,
the Senior Notes.

“ Indenture Truste&has the meaning set forth in the Statement op&se of this Agreement.

“ Intellectual Property means collectively, all of the following of anyr&@htor: (a) all systems software and applicatiafsrare all
documentation for such software, including, withtimitation, user manuals, flowcharts, functionpésifications, operations manuals and all
formulas, processes, ideas and know-how embodiedyirof the foregoing, (b) concepts, discoveriegmrovements and ideas, know-how,
technology, reports, design information, trade essgipractices, specifications, test procedures)tareance manuals, research and
development, (c) Patents and Patent Licenses, @bpymand Copyright Licenses, Trademarks and Tradkiicenses, and (d) other licenses
to use any of the items described in the foregolagses (a), (b) and (c).

“ Issuer’ means any issuer of any Investment Property oinBeship/LLC Interests (including, without limitain, any Issuer as defined in
the UCC).

“ Joint Venture Partnémmeans any Person that (a) is not a Grantor s(bpt Controlled by a Grantor and (c) owns, eithdividually or
together with all other Joint Venture PartnersuntsExcluded Partnership/LLC, a majority of votimghts with respect to the Equity Interests
of any Excluded Partnership/LLC.

“ Lenders’ has the meaning set forth in the Statement op&sg of this Agreement.
“ Partnership/LLC Agreementhas the meaning set forth in Section 2.2(a)

“ Partnership/LLC Interestameans, with respect to any Grantor, the entimeneaship, membership interest or limited liabildympany
interest, as applicable, of such Grantor in eactnpeship, limited partnership or limited liabilisppmpany owned thereby, including, without
limitation, such Grantor’s capital account, itseirgst as a partner or member, as applicable, ingheash flow, net profit and net loss, and
items of income, gain, loss, deduction and creidéiny such partnership, limited partnership or tediliability company, as applicable, such
Grantor’s interest in all distributions made ob®made by any such partnership, limited partnprshlimited liability company, as
applicable, to such Grantor and all of the oth@nemic rights, titles and interests of such Graata partner or member, as applicable, of
any such partnership, limited partnership or lighii@bility company, as applicable, whether settfon the partnership agreement or
membership agreement, as applicable, of such pahipe limited partnership or limited liability cquany, as applicable, by separate
agreement or otherwise.




“ Patents means collectively, all of the following of anyr&htor: (a) all patents, rights and interests itepts, all inventions and patent
applications anywhere in the world, including, weitit limitation, those listed on Schedule 3tEteto, (b) all reissues, extensions,
continuations (in whole or in part) and renewalswoy of the foregoing, (c) all income, royaltieapthges or payments now or hereafter due
and/or payable under any of the foregoing or wétspect to any of the foregoing, including, withnitation, damages or payments for past,
present or future infringements of any of the faieg, (d) the right to sue for past, present andr&uinfringements of any of the foregoing
and (e) all rights corresponding to any of the goiag throughout the world.

“ Patent Licensemeans all agreements now or hereafter in exigtewbether written, implied or oral, providing fitve grant by or to any
Grantor of any right to manufacture, use or sejl ianention covered in whole or in part by a Patémtluding, without limitation, any of the
foregoing referred to in Schedule 3Adreto.

“ PUC” means any state, provincial or other local reguiaagency or body that exercises jurisdictionrdbie rates or services or the
ownership, construction or operation of any Teleecamications System or over Persons who own, cortsbruoperate a Telecommunicatit
System, including, without limitation, the lllinoBommerce Commission, the Public Utility CommissidiTexas and the Pennsylvania
Public Utilities Commission, in each case by reasftie nature or type of the business subjectgalation and not pursuant to laws and
regulations of general applicability to Personsdrarting business in any such jurisdiction.

“ Restricted Securities Collatefahas the meaning assigned thereto in Section 5.3

“ Secured Obligatiorismeans, collectively, the Credit Agreement Obligas and the Indenture Obligations.

“ Secured Parti¢smeans (a) the Administrative Agent, (b) the Lersdéc) any Secured Hedging Provider, (d) any otisdder from time
to time of any of the Credit Agreement Obligatiofey, the Indenture Trustee, for the benefit oftiblers from time to time of the Senior
Notes, (f) any other holder from time to time of/asf the Indenture Obligations and (g) the succoesand permitted assigns of each of
foregoing.

“ Securities Act means the Securities Act of 1933, including aflemdments thereto and regulations promulgateduhdes.

“ Security InterestSmeans the security interests granted pursuafittiole Il , as well as all other security interests createassigned as
additional security for any of the Secured Obligas pursuant to the provisions of any Loan Document

“ Special Property means:

(a) any FCC license or PUC license or autlation or permit issued by the FCC or any applic&ilkC held by any Grantor that validly
prohibits the creation by such Grantor of a segtmiterest therein; or

(b) any FCC license or PUC license or autlatidn or permit issued by the FCC or any applicdilk held by any Grantor to the extent
that any Applicable Law validly prohibits the creat of a security interest therein;
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in each case, only to the extent, and for so langach FCC license or PUC license or authorizatiqrermit issued by the FCC or any
applicable PUC, or Applicable Law, validly prohibihe creation of a Lien in favor of the Adminisiva Agent (and upon the termination of
such prohibition (howsoever occurring) each FCE€rlae or PUC license or authorization or permitdddoy the FCC or any applicable PUC
shall cease to be “Special Property”).

“ Telecommunications Systehmeans a telephone, long distance, internet, siatteices, video and satellite services, wireless
telecommunications, telephone directories, fibet @able leasing, telecommunications equipmentudinl hand sets, rental, leasing,
installation, selling or maintenance system or hes$ and shall include a microwave system or angagyistem operated in connection with
(and in the same general service area as) angdbthgoing systems, and businesses related thereto

“ Trademark$ means collectively all of the following of any &rtor: (a) all trademarks, rights and interestsademarks, trade names,
corporate names, company names, business namgguicbusiness names, trade styles, service miatss, other business identifiers,
prints and labels on which any of the foregoingehappeared or appear, whether registered or utesgys all registrations and recordings
thereof, and all applications in connection thetewdther than each application to register angenaark or service mark prior to the filing
under Applicable Law of a verified statement of tmesuch trademark or service mark) anywhere énwvtiorld, including, without limitation,
those listed on Schedule 3.kéreto, (b) all reissues, extensions, continuatfong/hole or in part) and renewals of any of theefjoing, (c) a
income, royalties, damages and payments now oafieralue and/or payable under any of the foregomgith respect to any of the
foregoing, including, without limitation, damagespayments for past, present or future infringerm@fiany of the foregoing, (d) the right to
sue for past, present or future infringements gf@frthe foregoing and (e) all rights correspondiagny of the foregoing (including the
goodwill) throughout the world.

“ Trademark Licensémeans any agreement now or hereafter in existemoether written or oral, providing for the grdoytor to any
Grantor of any right to use any Trademark, inclgdirithout limitation, any of the foregoing refedrto in Schedule 3.11

“ Vehicles’ means all cars, trucks, trailers, constructiod earth moving equipment and other vehicles covbyed certificate of title
under the laws of any state, all tires and all o#fpurtenances to any of the foregoing.

SECTION 1.3 Other Definitional Provision$erms defined in the Credit Agreement and no¢tise defined herein shall have the
meaning assigned thereto in the Credit Agreemeith Wference to this Agreement and each other Iaeument, unless otherwise
specified herein or in such other Loan Documeitti{@a definitions of terms herein shall apply etyutd the singular and plural forms of the
terms defined, (b) whenever the context may regaing pronoun shall include the corresponding masgueminine and neuter forms,

(c) the words “include”, “includes” and “includinghall be deemed to be followed by the phrase ‘uthimitation”, (d) the word “will”shal
be construed to have the same meaning and effélot agord “shall”, (e) any definition of or refemto any agreement, instrument or other
document herein shall be construed as referrirsgith agreement, instrument or other documentpas time to time amended, supplemer
or otherwise modified (subject to any restrictiomssuch amendments, supplements or modificatiarfersk herein), (f) any reference herein
to any Person shall be construed to include sucpREs permitted successors and assigns, (g) theswberein”, “hereof” and “hereunder”,
and words of similar import, shall be construedeier to this Agreement in its entirety and noaiy particular provision hereof, (h) all
references herein to Articles, Sections, Exhihitd 8chedules shall be construed to refer to Agtialed Sections of, and Exhibits and
Schedules to, this Agreement, (i) the words “asaetf “property” shall be construed to have the saraning and effect and to refer to any
and all tangible and intangible assets and pragerti




including cash, securities, accounts and contightg, (j) the term “documents” includes any andratruments, documents, agreements,
certificates, notices, reports, financial stateraemtd other writings, however evidenced, wheth@hiysical or electronic form, (k) in the
computation of periods of time from a specifiedediat a later specified date, the word “from” me&n@em and including;” the words “to” and
“until” each mean “to but excluding;” and the wdtrough” means “to and including”, (I) Section li&ags herein and in the other Loan
Documents are included for convenience of referemtg and shall not affect the interpretation aéthAgreement or any other Loan
Document and (m) where the context requires, teataging to the Collateral or any part thereof, whised in relation to a Grantor, shall re
to such Grantor's Collateral or the relevant plagtréof.

ARTICLE Il
SECURITY INTEREST

SECTION 2.1 Grant of Security Intere§ach Grantor hereby grants, pledges and collptessigns to the Administrative Agent, for the
ratable benefit of the Secured Parties, a secutigyest in, all of such Grantor’s right, title aimerest in the following property, now owned
or at any time hereafter acquired by such Grantam which such Grantor now has or at any timehim future may acquire any right, title or
interest, and wherever located or deemed locatdtb¢tively, the “ Collateral), as collateral security for the prompt and coetplpayment
and performance when due (whether at the statedrityaby acceleration or otherwise) of the Secubdatigations:

(a) all Accounts;

(b) all cash and currency;

(c) all Chattel Paper;

(d) all Commercial Tort Claims identified ooledule 3.9
(e) all Deposit Accounts;

(f) all Documents;

(9) all EQquipment;

(h) all Fixtures;

(i) all General Intangibles;

() all Instruments;

(k) all Intellectual Property;
() all Inventory;

(m) all Investment Property;
(n) all Letter-of-Credit Rights;
(o) all Vehicles;




(p) all other personal property not otherwdsscribed above;
(q) all books and records pertaining to thda@eral; and

(r) to the extent not otherwise included Ratbceeds and products of any and all of the foregaind all collateral security and Supporting
Obligations given by any Person with respect to @frthe foregoing.

provided, that (i) any Security Interest on any Equity hetts or other ownership interests issued by amyBl&. Subsidiary shall be limited
to sixty-five percent (65%) of all issued and ocatsting shares of all classes of voting Equity ksés of each first-tier Non-U.S. Subsidiary
and one hundred percent (100%) of all issued at&tanding shares of all classes of non-voting Bduiterests of such first-tier Non-U.S.
Subsidiary, (ii) the Security Interests granteceireshall not extend to, and the term “Collatesdiall not include, any Special Property

( providedthat, notwithstanding the foregoing, the Secunitietests granted herein shall extend to, and the ‘t€ollateral” shall include, all
proceeds received upon any sale, transfer or dibposition of any Special Property), and (iii) ®ecurity Interests granted herein shall not
extend to, and the term “Collateral” shall not ird#, any rights under any other permit, leasensieginstrument, contract or agreement to
which any Grantor is a party (including any Excldd@artnership/LLC Agreement) to the extent thatgtenting of a security interest therein
would, under the express terms of such permitgldaense, instrument, contract or agreementpbg@\prohibited or restricted or (B) result in
a breach of the terms of, constitute a default undeesult in a termination of any such permigde, license, instrument, contract or
agreement governing such right, unless (1) suchilpit@n or restriction is not enforceable or isi@twise ineffective under Applicable Law
(2) consent to such security interest has beenrastdrom any applicable third party. Notwithstamgliany of the foregoing, such proviso s
not affect, limit, restrict or impair the grant Bpy Grantor of a Security Interest in any Accourdmy money or other amounts due and
payable to any Grantor or to become due and payalaley Grantor under any such permit, lease, $eenstrument, contract or agreement
unless such security interest in such Account, mamether amount due and payable is also speltjfipeohibited or restricted by the terms
of such permit, lease, license, instrument, cohtvaother agreement or such security interestiahn $Account, money or other amount due
and payable would expressly constitute a defaudeunr would expressly grant a party a terminatight under any such permit, lease,
license, instrument, contract or agreement govgrsuth right unless, in each case, (I) such probibis not enforceable or is otherwise
ineffective under Applicable Law or (ll) consentdach security interest has been obtained fromagplicable third party; providefdrther,
that notwithstanding anything to the contrary cored in the foregoing proviso, the Security Intéseganted herein shall immediately and
automatically attach to and the term “Collaterdda immediately and automatically include the tgybhnder any such permit, lease, license,
instrument, contract or agreement and in such Atizenoney, or other amounts due and payable taGaaptor at such time as such
prohibition, restriction, event of default or termation right terminates or is waived or conserguoh security interest has been obtained from
any applicable third party.

Notwithstanding the foregoing, the payment padormance of the Secured Obligations shall eadrured by any Hedging Agreement
between any Grantor and any Secured Party.

SECTION 2.2 Partnership/LLC Interests.

(a) Each limited liability agreement, opergtagreement, membership agreement, partnershipragre or similar agreement relating to
any Partnership/LLC Interests (as amended, restsigglemented or otherwise modified from timeinwet a “ Partnership/LLC Agreement
") is amended by this Section 2@ permit each member, manager and partner tlkaGisntor to pledge all of the Partnership/LLC tests it
which such Grantor has rights to and grant ancatasthlly assign to the
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Secured Parties a lien and security interest iRatsnership/LLC Interests in which such Granta® hights without any further consent,
approval or action by any other party, includingjwut limitation, any other party to any PartnépghLC Agreement or otherwise.

(b) Upon the occurrence and during the coatilte of an Event of Default, the Secured Partié¢seir respective designees shall have the
right (but not the obligation) to be substituted hoe applicable Grantor as a member, managerrangraunder the applicable Partnership/L
Agreement and the Secured Parties shall haveghlisiipowers and benefits of such Grantor as a memianager or partner, as applicable,
under such Partnership/LLC Agreement. For avoidarficeubt, such rights, powers and benefits oftesttuted member shall include all
voting and other rights and not merely the rigtitaroeconomic interest holder. So long as this Agrent remains in effect, no further
consent, approval or action by any other partyudicig, without limitation, any other party to tharfhership/LLC Agreement or otherwise
shall be necessary to permit the Secured Parties sabstituted as a member, manager or partnsugirto this paragraph. The rights,
powers and benefits granted pursuant to this paptagshall inure to the benefit of the Secured adnd their respective successors, assigns
and designated agents, as intended third partyfiomees.

(c) Each applicable Grantor and each applectsuer agrees that so long as this Agreementmenmaeffect, no Partnership/LLC
Agreement shall be amended to prohibit or othenlisie the ability of any Grantor to grant to the@ired Parties the rights described in this
Section 2.2r would otherwise adversely the rights descriletthis Section 2.%ithout the prior written consent of the Adminidiva Agent.

(d) Notwithstanding the foregoing, it is agtdbat a Grantor hereunder shall not be requiredrtend any Excluded Partnership/LLC
Agreement pursuant to Section 2.2¢ay shall any Secured Party have the right to bstguted as a member, manager or partner under any
Excluded Partnership/LLC Agreement pursuant toiSe@.2(b)to the extent that the amendment of such Excludethership/LLC
Agreement or the substitution of such Secured Resty member, manager or partner (a) is prohibitedstricted by the express terms of
such Excluded Partnership/LLC Agreement or (b)ltesn a breach of the express terms of, consttatdefault under or results in a
termination of any such Excluded Partnership/LLGe&mnent, unless (i) such prohibition or restrictidnot enforceable or is otherwise
ineffective under Applicable Law or (ii) consentsioch amendment or substitution has been obtaiedthe applicable Joint Venture
Partner(s).

SECTION 2.3 Grantors Remain Liablanything herein to the contrary notwithstandifa) each Grantor shall remain liable to perforn
of its duties and obligations under the contraots @yreements included in the Collateral to theesaxtent as if this Agreement had not been
executed, (b) the exercise by the Administrativewtgor any other Secured Party of any of the rigbteunder shall not release any Grantor
from any of its duties or obligations under thetcacts and agreements included in the Collatezahéither the Administrative Agent nor a
Lender shall have any obligation or liability undlee contracts and agreements included in the ©addlbby reason of this Agreement, nor
shall the Administrative Agent nor any Lender bégaied to perform any of the obligations or dutidsny Grantor thereunder or to take |
action to collect or enforce any claim for paymassigned hereunder, and (d) neither the Adminiggr@tgent nor any Lender shall have any
liability in contract or tort for any Grantor’s &obr omissions.




ARTICLE Il
REPRESENTATIONS AND WARRANTIES

To induce the Administrative Agent and the ders to enter into the Credit Agreement and to éedhe Lenders to make their respective
extensions of credit to the Borrowers thereundechesrantor hereby represents and warrants to dneirAstrative Agent and each Lender
that:

SECTION 3.1 Organization, efeach Grantor (a) is a corporation or other forneghl entity validly organized and existing andyood
standing under the laws of the jurisdiction ofiitsorporation or organization, as the case maytjehas all requisite corporate or other po
and authority to carry on its business as now cotadi) and (c) is duly qualified to do business iarid good standing as a foreign corpora
or foreign partnership (or comparable foreign digtion, if applicable, in the case of any othemfi of legal entity), as the case may be, in
each jurisdiction where the nature of its businmegsiires such qualification, except where the failo so qualify will not have a Material
Adverse Effect.

SECTION 3.2 Due Authorization, Ndbontravention, etcThe execution, delivery and performance by eac®raof this Agreement are
within each Grantor’s corporate, partnership or parable powers, as the case may be, have beeauthiyrized by all necessary corporate,
partnership or comparable and, if required, stolddroaction, as the case may be, and do not (ajax@ne the Organic Documents of any
Grantor; (b) contravene any material law, statutks or regulation binding on or affecting any Gman(c) except as set forth on
Schedule 3.02(®f the Credit Agreement, violate or result in azdgf or event of default or an acceleration of egiits or benefits under any
material indenture, agreement or other instrumexttibg upon any Grantor; or (d) result in, or reguhe creation or imposition of, any Lien
on any material asset of any Grantor, except Lizeated hereunder or under any of the other Loaudents.

SECTION 3.3 Government Approval, Regulatide, Except as set forth on Schedule 3dd3he Credit Agreement, no consent,
authorization or approval or other action by, anchotice to or filing with, any Governmental Autitgror regulatory body or other Person is
required for the due execution, delivery or perfante by the Grantors of this Agreement exceptuel) sis have been obtained or made and
are in full force and effect, (b) filings necesstyperfect Liens under this Agreement and (c) @& PUC approvals required in connection
with the exercise of remedies by the Administrathgent hereunder to the extent that such exercaseagunstitute ae jureor de facto
assignment of Special Property or a transfateofureor de factocontrol of the owner of (i) Special Property o) éiny other FCC license,
PUC license or authorization or permit issued l&yREC or any applicable PUC.

SECTION 3.4 Perfected First Priority LienSach financing statement naming any Grantordebtor is in appropriate form for filing in
the appropriate filing offices of the states spediion Schedule 3.6The Security Interests granted pursuant to tigiedément constitute valid
and enforceable first priority perfected securnitierests in all of the Collateral in favor of thdrinistrative Agent, for the ratable benefit of
the Secured Parties, as collateral security foStneured Obligations, subject only to Permittechkie

SECTION 3.5 Title, No Other Lien€Except for the Security Interests, each Grantoreach item of the Collateral free and cleamyf a
and all Liens or claims other than Permitted Liévs.Grantor has authenticated any agreement amthgrany secured party thereunder ta
a financing statement, except to perfect Permitteds.
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SECTION 3.6 State of Organization; Locatiordrofentory, Equipment and Fixtures; other Inforroati

(a) The exact legal name of each Grantortifosth on_Schedule 3.@s such schedule may be updated from time topimguant to
Section 4.3.

(b) Each Grantor is a Registered Organizatigranized under the laws of the state identifiedohedule 3.6inder such Grantor's name
(as such schedule may be updated from time topimnguant to Section 4)3The taxpayer identification number and, to theeet applicable,
Registered Organization number of each Grantcetifosth on_Schedule 3ihder such Grantor's name (as such schedule mapdsted
from time to time pursuant to Section 4.3

(c) All Collateral consisting of Inventory, Egment and Fixtures (whether now owned or hereaftquired) is (or will be) located at the
locations specified on Schedule 3&xcept as otherwise permitted hereunder.

(d) The mailing address, chief place of businehief executive office and office where eachr®@r keeps its books and records relatir
the Accounts, Documents, General Intangibles, iinsénts and Investment Property in which it hasiaterest is located at the locations
specified on Schedule 3ulider such Grantor's name. No Grantor has any ailaees of business except those separately sktdor
Schedule 3.6inder such Grantor’s name. Except as disclosedccbadbile 3.@inder such Grantor's name, no Grantor has acqasselts from
any Person, other than assets acquired in theaygdaourse of such Grantor’s business from a Pezagaged in the business of selling goods
of such kind, during the past five years.

SECTION 3.7 AccountsTo the knowledge of the Grantors, no Account BDehts any defense, set-off, claim or counterclkgainst any
Grantor that can be asserted against the AdmitiigrAgent, whether in any proceeding to enforeeAldministrative Agent’s rights in the
Collateral or otherwise except defenses, setofffiims or counterclaims that are not, in the aggesgaaterial to the value of the Accounts,
taken as a whole. None of the Accounts is, noravil} hereafter arising Account be, evidenced byoassory note or other Instrument (ot
than a check) that has not been pledged to the didirative Agent in accordance with the terms hereo

SECTION 3.8 Chattel PapeAs of the date hereof, no Grantor holds any @h&aper in the ordinary course of its business.

SECTION 3.9 Commercial Tort Claimés of the date hereof, all Commercial Tort Claiomgned by any Grantor are listed on
Schedule 3.9

SECTION 3.10 Deposit Accounts and Securitiesddints. As of the date hereof, all Deposit Accounts (iidhg, without limitation, cash
management accounts that are Deposit AccountslbBacduded Deposit Accounts), Securities Accoufiisluding, without limitation, cash
management accounts that are Securities AccoudtalbBxcluded Securities Accounts) and lockboxesliated on Schedule 3.10

SECTION 3.11 Intellectual Property

(a) As of the date hereof, all issued PatdPasent applications, Trademark registrations aadi@mark applications, and all material
Copyright registrations and material Copyright &mtions, in each case owned by such Grantor iovits name, are listed on Schedule 3.11
(as such schedule may be updated from time topimsuant to Section 4)3
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(b) Except as set forth in Schedule hlthe date hereof (as such schedule may be upfilatedime to time pursuant to Section 4,3
none of the Intellectual Property owned by any @rais the subject of any licensing or franchiseeagnent pursuant to which such Grantc
the licensor or franchisor, except as could nas@eably be expected to have a Material AdversecEffe

SECTION 3.12 InventoryExcept as could not reasonably be expected te Adwaterial Adverse Effect, Collateral consistarignventory
is of good and merchantable quality, free from araterial defects. To the knowledge of each Grammnge of such Inventory is subject to
any licensing, Patent, Trademark, trade name oy it with any Person that restricts any Grantabdity to manufacture and/or sell such
Inventory. The completion of the manufacturing e of such Inventory by a Person other than thkcaple Grantor would be permitted
under any contract to which such Grantor is a party which the Inventory is subject.

SECTION 3.13 Investment Property; Partner$hi@/ Interests

(a) As of the date hereof, all Investment Rropand all Partnership/LLC Interests owned by @ngntor is listed on Schedule 3.3
such schedule may be updated from time to timeuaumtsto_Section 4.3

(b) All Investment Property and all PartnepghLC Interests issued by any Issuer to any Graamatincluded in the Collateral (i) have
been duly and validly issued and, if applicable, faily paid and nonassessable, (ii) are benefjc@kned as of record by such Grantor and
(iii) constitute all the issued and outstandingrebaf all classes of the Equity Interests or Rasinip/LLC Interests of such Issuer issued to
such Grantor.

(c) None of the Partnership/LLC Interestsa(@ dealt in or traded on a Securities exchange $ecurities markets, (ii) by their terms
expressly provide that they are Securities govehyedrticle 8 of the UCC, (iii) are Investment Coary Securities or (iv) are held in a
Securities Account.

SECTION 3.14 InstrumentdAs of the date hereof, except as listed on Sdeekitt4, no Grantor holds any Instruments or is edua paye
of any promissory note or other evidence of indehéss.

SECTION 3.15 Government Contractss of the date hereof, no Grantor is party to emtract with a Governmental Authority with
respect to which any consent, notice or approvedymant to the Federal Assignment of Claims Act®fQ.or any applicable state, county or
municipal law restricting the assignment of anycast owed by such Governmental Authority, as actdebtor, is required.

SECTION 3.16 Aircraft As of the date hereof, no Grantor holds an istdreany aircraft, aircraft lease or any agreenempurchase an
aircraft or any interest therein.

ARTICLE IV
COVENANTS

Until the Commitments have expired or termglaénd the principal of and interest on each Leoghadl fees and other amounts payable
hereunder or under any other Loan Document have paie in full and all Letters of Credit have exgaror terminated and all LC
Disbursements shall have been reimbursed, unlesenbhas been obtained in the manner provideid 8ection 7.2 each Grantor
covenants and agrees that:
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SECTION 4.1 Maintenance of Perfected Secunitgrest; Further Information

(a) Each Grantor shall maintain the Securitgiest created by this Agreement as a first fyigrérfected Security Interest (subject only to
Permitted Liens) and shall defend such Securitgrégt against the claims and demands of all Pergbomsoever (other than the holders of

Permitted Liens).

(b) Each Grantor will from time to time furhiso the Administrative Agent upon the AdministvatiAgent’s or any Lender’s reasonable
request statements and schedules further idergifya describing the assets and property of suaht@rand such other reports in
connection therewith as the Administrative Agensach Lender may reasonably request, all in reddermketail.

SECTION 4.2 Maintenance of Insurandeach Grantor shall maintain insurance coverirggQbllateral in accordance with the provisions
of Section 5.04f the Credit Agreement.

SECTION 4.3 Changes in Locations; Changesamal or StructureNo Grantor will, except upon thirty (30) daysigrwritten notice to
the Administrative Agent (which time period mayreeluced by the Administrative Agent in its solecdiion by written notice to such
Grantor) and delivery to the Administrative Agef{@) all additional financing statements (execufatecessary for any particular filing
jurisdiction) and other instruments and documeseésonably requested by the Administrative Agemaintain the validity, perfection ar
priority of the Security Interests and (b) if agpalble, a written supplement to the Schedules sfAlgreement:

(i) permit any Deposit Account (other than Exied Deposit Accounts) described on Schedule ®.b@ closed or maintained with any
other depositary bank;

(i) permit any Investment Property (otherrttzxcluded Investment Property) to be held by ai8ges Intermediary other than the
Securities Intermediary that held such Investmeap@rty as of the date hereof as set forth on Sdbe}i13;

(i) change its jurisdiction of organizatian the location of its chief executive office (betlocation where any Grantor maintains its
books and records relating to Accounts, Documébgseral Intangibles, Instruments and Investmerpétty in which it has any interest)
from that identified on Schedule 3.6r

(iv) change its name, identity or corporat@ganizational structure to such an extent thgtfemancing statement filed by the
Administrative Agent in connection with this Agreent would become misleading under the UCC.

SECTION 4.4 Required Notification&ach Grantor shall promptly notify the Adminisive Agent, in writing, of: (a) any Lien (other tha
Permitted Liens) on any of the Collateral which Vdoadversely affect the ability of the AdministragiAgent to exercise any of its remedies
hereunder, (b) the occurrence of any other eveithwtould reasonably be expected to have a Matadaerse Effect on the aggregate value
of the Collateral or on the Security Interests,aiay Collateral which, to the knowledge of suchri®og, constitutes a Government Contract,
and (d) the acquisition or ownership by such Graat@ny (i) Commercial Tort Claim having a valuegxcess of $1,000,000, (ii) Deposit
Account (other than Excluded Deposit Accounts)jigrinvestment Property (other than Excluded Istveent Property) after the date hereof.

SECTION 4.5 Delivery Covenant&ach Grantor will deliver and pledge to the Adisiirative Agent, for the ratable benefit of the @ed
Parties, all Certificated Securities,
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Partnership/LLC Interests evidenced by a certificaegotiable Documents, Instruments, and Tan@ihkgtel Paper owned or held by such
Grantor, in each case, together with an EffectimddEsement and Assignment and all Supporting Ofitigs, as applicable, unless such
delivery and pledge has been waived in writingh®y Administrative Agent.

SECTION 4.6 Control Covenants

(a) Each Grantor shall instruct (and otherwise its commercially reasonable efforts to ca(iyench depositary bank (other than the
Administrative Agent) holding a Deposit Accounthet than Excluded Deposit Accounts) owned by suant®r and (ii) each Securities
Intermediary holding any Investment Property (otthemn Excluded Investment Property) owned by su@nt®r, to execute and deliver a
control agreement, sufficient to provide the Admsirative Agent with Control of such Deposit Accoontinvestment Property and otherwise
in form and substance reasonably satisfactorygdAtiministrative Agent (any such depositary ban&oexing and delivering any such cont
agreement, a “ Controlled Depositdryand any such Securities Intermediary executimg) @elivering any such control agreement, a “
Controlled Intermediary). In the event any such depositary bank or Séiegrintermediary refuses to execute and deliveh sontrol
agreement, the Administrative Agent, in its solecdétion, may require the applicable Deposit Act@um Investment Property to be
transferred to the Administrative Agent or a Coliab Depository or Controlled Intermediary, as aggdble. After the date hereof, all Deposit
Accounts (other than Excluded Deposit Accounts) ahthvestment Property (other than Excluded Itwesnt Property) will be maintained
with the Administrative Agent or with a Controll@gpository or a Controlled Intermediary, as apfliea

(b) Upon the request of the Administrative Ageach Grantor will take such actions and delalesuch agreements as are reasonably
requested by the Administrative Agent to provide Administrative Agent with Control of all Lettef-Gredit Rights and Electronic Chattel
Paper owned or held by such Grantor, includingheuit limitation, with respect to any such Electm@hattel Paper, by having the
Administrative Agent identified as the assigne¢hef Record(s) pertaining to the single authorigatiepy thereof.

(c) If any Collateral (other than Collaterpksifically subject to the provisions of Sectiob(4)and Section 4.6(h)exceeding in value
$1,000,000 in the aggregate (such Collateral exngesich amount, the “ Excess Collaté)ak at any time in the possession or control of
any single consignee, warehouseman, bailee (dtheara carrier transporting Inventory to a purchaséne ordinary course of business),
processor, or any other third party, such Grartiafl ;:otify in writing such Person of the Secuflityerests created hereby, shall use its
commercially reasonable efforts to obtain such éréssacknowledgment in writing to hold all such fag¢ral for the benefit of the
Administrative Agent subject to the Administratikgent’s instructions, and shall cause such Pemsdgstie and deliver to the Administrative
Agent warehouse receipts, bills of lading or amgilsir documents relating to such Collateral, togethith an Effective Endorsement and
Assignment;_providethat if such Grantor is not able to obtain sucteagrent and cause the delivery of such items, theididtrative Agent,
in its sole discretion, may require such ExcesdaBaial to be moved to another location speciffestdéby. Further, unless otherwise agreed to
in writing by the Administrative Agent, each Granghall perfect and protect such Grantor's owngréfierests in all Inventory stored with a
consignee against creditors of the consignee imgfdnd maintaining financing statements agairstcidnsignee reflecting the consignment
arrangement filed in all appropriate filing officggoviding any written notices required by the U@hotify any prior creditors of the
consignee of the consignment arrangement, andgakich other actions as may be appropriate to gieafel protect such Grantor’s interests
in such inventory under Section 2-326, Section 3;BEkction 9-324 and Sectiorb95 of the UCC or otherwise. All such financingtstaent:
filed pursuant to this Section 4.6&)all be assigned to the Administrative Agenttfar ratable benefit of the Secured Parties.
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SECTION 4.7 Filing Covenant$ursuant to Section 9-509 of the UCC and anyrdipgplicable Law, each Grantor authorizes the
Administrative Agent to file or record financingag¢ments and other filing or recording documentssiruments with respect to the
Collateral in such form and in such offices asAldeninistrative Agent determines appropriate to petrthe Security Interests of the
Administrative Agent under this Agreement. Suclaficing statements may describe the Collateraldrsime manner as described herein or
may contain an indication or description of Colfatehat describes such property in any other maas¢he Administrative Agent may
determine, in its sole discretion, is necessaryisadble or prudent to ensure the perfection of3beurity Interest in the Collateral granted
herein, including, without limitation, describingah property as “all assets” or “all personal proypé Further, a photographic or other
reproduction of this Agreement shall be sufficiaata financing statement or other filing or recegdiocument or instrument for filing or
recording in any jurisdiction. Each Grantor hereloghorizes, ratifies and confirms all financingtstaents and other filing or recording
documents or instruments filed by the Administrathgent prior to the date of this Agreement.

SECTION 4.8 AccountsOther than in the ordinary course of businessistent with its past practice, no Grantor will gant any
extension of the time of payment of any Accoun},dtimpromise or settle any Account for less thanftti amount thereof, (c) release,
wholly or partially, any Account Debtor, (d) alleany credit or discount whatsoever on any Accourfepamend, supplement or modify any
Account in any manner that could reasonably beit@adversely affect the value thereof, excepérelsuch extension, compromise,
settlement, release, credit, discount, amendmepplement or modification could not reasonably Xgeeted to have a Material Adverse
Effect, either individually or in the aggregate.

SECTION 4.9 Intellectual Property

(a) Except as could not reasonably be expedotbdve a Material Adverse Effect, each Grantithée itself or through licensees) (i) will
use each registered Trademark (owned by such Gjartd Trademark for which an application (ownedsbgh Grantor) is pending, to the
extent reasonably necessary to maintain such Traudeim full force free from any claim of abandonrhéor non-use, (ii) will maintain
products and services offered under such Tradeatakevel substantially consistent with the gyadit such products and services as of the
date hereof, (iii) will not (and will not permit gricensee or sublicensee thereof to) do any akhowingly omit to do any act whereby such
Trademark could reasonably be expected to becowadidated or impaired in any way, (iv) will not @y act, or knowingly omit to do any
act, whereby any issued Patent owned by such Grevotald reasonably be expected to become forfe#tbdndoned or dedicated to the
public, (v) will not (and will not permit any licesee or sublicensee thereof to) do any act or krglwiomit to do any act whereby any
registered Copyright owned by such Grantor or Cigiytfor which an application is pending (ownedduech Grantor) could reasonably be
expected to become invalidated or otherwise impaared (vi) will not (either itself or through liceees) do any act whereby any material
portion of such Copyrights may fall into the puldicmain.

(b) Each Grantor will notify the AdministraéivAgent and the Lenders promptly if it knows, os heason to know, that any application or
registration relating to any Intellectual Propestyned by such Grantor and material to the condustich Grantor’s business may become
forfeited, abandoned or dedicated to the publiof@ny adverse determination or development (tfialy, without limitation, the institution
of, or any such determination or development iy, pnoceeding in the United States Patent and Trade@ffice, the United States Copyril
Office or any court or tribunal in any country) aeding such Grantor’s ownership of, or the validifyany Intellectual Property owned by
such Grantor and material to the conduct of su@n(ar’s business or such Grantor’s right to regigte same or to own and maintain the
same.
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(c) Whenever such Grantor, either by itselfrwough any agent, employee, licensee or desighed, file an application for the registrati
of any Intellectual Property with the United StalRegtent and Trademark Office, the United States/@gipt Office or any similar office or
agency in any other country or any political sulion thereof, such Grantor shall report such dilio the Administrative Agent within five
(5) Business Days (which time period may extendethb Administrative Agent in its sole discretiopwritten notice to such Grantor) after
the last day of the fiscal quarter in which sudindi occurs. Upon request of the Administrative Aggesuch Grantor shall execute and deliver,
and have recorded, any and all agreements, instiisigocuments, and papers as the Administrativenfgay reasonably request to
evidence the security interest of the Secureddaiti any Copyright, Patent or Trademark mateoighé conduct of such Grantor’s business
and the goodwill and General Intangibles of suchr@r relating thereto or represented thereby.

(d) Each Grantor will take all reasonable ardessary steps, at such Grantor’s sole cost graheg, including, without limitation, in any
proceeding before the United States Patent andefiratk Office, the United States Copyright Officeaay similar office or agency in any
other country or any political subdivision theretof maintain and pursue each application (and taiolthe relevant registration) and to
maintain each registration of the Intellectual Ry material to the conduct of such Grarddyusiness, including, without limitation, filing
applications for renewal, affidavits of use andd#¥its of incontestability.

(e) In the event that any Intellectual Propesned by a Grantor and material to the condusuch Grantor’s business is infringed,
misappropriated or otherwise violated by a thirdypahe applicable Grantor shall (i) at such Goaistsole cost and expense, take such
actions as such Grantor shall reasonably deem ppat® under the circumstances to protect suctiéetaal Property and (ii) if such
Intellectual Property is of material economic valpemptly notify the Administrative Agent afteri@arns of such infringement,
misappropriation or violation.

SECTION 4.10 Investment Property; Partner$hi@/ Interests

(a) Without the prior written consent of thdrinistrative Agent, no Grantor will (i) vote toaule, or take any other action to permit, any
applicable Issuer to issue any Investment PropmrBartnership/LLC Interests, except for those @mithl Investment Property or
Partnership/LLC Interests that will be subjecthe Security Interest granted herein in favor of$eeured Parties, or (ii) enter into any
agreement or undertaking restricting the righthilitg of such Grantor or the Administrative Agentsell, assign or transfer any Investment
Property or Partnership/LLC Interests or Procebdsebf. The Grantors will defend the right, tittedanterest of the Administrative Agent in
and to any Investment Property and Partnership/lrit€ests against the claims and demands of adiodRsrwhomsoever.

(b) If any Grantor shall become entitled toaige or shall receive (i) any Certificated Sedesit(including, without limitation, any
certificate representing a stock dividend or aritigtion in connection with any reclassificationgiease or reduction of capital or any
certificate issued in connection with any reorgatian), option or rights in respect of the ownepshierests of any Issuer, whether in addi
to, in substitution of, as a conversion of, or xcteange for, any Investment Property, or othenivisespect thereof, or (ii) any sums paid
upon or in respect of any Investment Property uperiquidation or dissolution of any Issuer, s@tantor shall accept the same as the agent
of the Secured Parties, hold the same in trush®Secured Parties, segregated from other funslsatf Grantor, and promptly deliver the
same to the Administrative Agent, on behalf of 8ezured Parties, in accordance with the terms hereo

SECTION 4.11 EquipmenEach Grantor will maintain each item of mateBguipment in good working order and condition (meeble
wear and tear and obsolescence excepted).
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SECTION 4.12 VehiclesUpon the request of the Administrative Agent ugfomoccurrence and during the continuance of antof
Default, all applications for certificates of titke ownership indicating the Administrative Agenfiist priority Lien on the Vehicle (subject to
any Permitted Liens) covered by such certificatel any other necessary documentation, shall bet ifil@ach office in each jurisdiction
which the Administrative Agent shall deem reasopallvisable to perfect its Liens on the Vehicles.

SECTION 4.13 Government Contractach Grantor shall promptly notify the Adminigiva Agent, in writing, if it enters into any
contract with a Governmental Authority under whetlth Governmental Authority, as account debtor,sosvenonetary obligation to any
Grantor under any Account in excess of $1,000,0@Dveith respect to which any consent, notice oreygl pursuant to the Federal
Assignment of Claims Act of 1940 or any applicadti#te, county or municipal law restricting the gesient of any account owed by such
Governmental Authority, as account debtor, is resgli

SECTION 4.14 Special Propertifach Grantor shall from time to time at the rexfjué the Administrative Agent give written notitethe
Administrative Agent identifying in reasonable dethe Special Property and shall provide to thevustrative Agent such other
information regarding the Special Property as tdenfistrative Agent may reasonably request. Frothafter the Closing Date, no Grantor
shall permit to become effective in any documeatting, governing or providing for any permit, leakcense or license agreement, a
provision that would prohibit the creation of aihien such permit, lease, license or license agratiméavor of the Administrative Agent
unless such Grantor believes, in its reasonablgnat, that such prohibition is usual and custonaay specifically required in transactions
of such type.

SECTION 4.15 Further Assurancddpon the request of the Administrative Agent ahthe sole expense of the Grantors, each Grantor
will promptly and duly execute and deliver, and éagcorded, such further instruments and docunamttake such further actions as the
Administrative Agent may reasonably request forghgpose of obtaining or preserving the full betsedif this Agreement and of the rights
and powers herein granted, including, without latidgn, (i) the assignment of any material contréitwith respect to Government Contrac
assignment agreements and notices of assignmeotpinand substance satisfactory to the Administeatgent, duly executed by any
Grantors party to such Government Contract in ctanpk with the Assignment of Claims Act (or analogstate Applicable Law), and
(iii) all applications, certificates, instrumentegistration statements, and all other documerdspapers the Administrative Agent may
reasonably request and as may be required by l@arinection with the obtaining of any consent, apgl, registration, qualification, or
authorization of any Person deemed necessary ooipgte for the effective exercise of any rightsler this Agreement.

ARTICLE V
REMEDIAL PROVISIONS

SECTION 5.1 General Remedies

(a) If an Event of Default shall occur anddomtinuing, the Administrative Agent, on behalftbé Secured Parties, may exercise, in
addition to all other rights and remedies grantethém in this Agreement and in any other instrunoermgreement securing, evidencing or
relating to the Secured Obligations, all rights azmmhedies of a secured party under the UCC or #mr d\pplicable Law. Without limiting
the generality of the foregoing, the AdministratAgent, without demand of performance or other detparesentment, protest,
advertisement or notice of any kind (except any
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notice required by law referred to below) to or mamy Grantor or any other Person (all and easthiadch demands, defenses, advertisements
and notices are hereby waived), may in such cirtamegs forthwith collect, receive, appropriate ezalize upon the Collateral, or any part
thereof, and/or may forthwith sell, lease, assgive option or options to purchase, or otherwispdse of and deliver the Collateral or any
part thereof (or contract to do any of the foregpitin one or more parcels at public or private salsales, at any exchange, broker’s board ot
office of the Administrative Agent or any Secureattl or elsewhere upon such terms and conditiolitsnagy deem advisable and at such
prices as it may deem best, for cash or on creddrduture delivery without assumption of any diterisk. The Administrative Agent may
disclaim all warranties in connection with any satether disposition of the Collateral, includingthout limitation, all warranties of title,
possession, quiet enjoyment and the like. The Adstnative Agent or any other Secured Party shalkhtae right upon any such public sale

or sales, and, to the extent permitted by Appliedtzw, upon any such private sale or sales, tohase the whole or any part of the Collat

so sold. Each Grantor further agrees, at the Adstrative Agent’s request, to assemble the Collaserd make it available to the
Administrative Agent at places which the Adminisitra Agent shall reasonably select, whether at sbicntor’'s premises or elsewhere. To
the extent permitted by Applicable Law, each Gramtaives all claims, damages and demands it mayigcggainst the Administrative

Agent or any Secured Party arising out of the d@geroy them of any rights hereunder except to ¥ten¢ any such claims, damages, or
demands result solely from the gross negligenciltul misconduct of the Administrative Agent ony Secured Party , in each case against
whom such claim is asserted. If any notice of @psed sale or other disposition of Collateral shaltequired by law, such notice shall be
deemed reasonable and proper if given at leagil®rdays before such sale or other disposition.

(b) Notwithstanding anything to the contramthis Agreement, any foreclosure on, sale, trar@fether disposition of, or the exercise or
relinquishment of any right to vote or consent wigkpect to, any of the Collateral by the Admimigtte Agent shall, to the extent required.
in conformance with Sections 214 and 310(d) of@oenmunications Act of 1934, as amended, and thicapfe rules and regulations
thereunder, and, if and only to the extent requihetleby, subject to the prior approval of or n@tic and non-opposition of the FCC or any
applicable PUC.

(c) If an Event of Default shall have occureet be continuing, each Grantor shall take angmethich the Administrative Agent may
reasonably request in order to transfer or assighoth, to the Administrative Agent, or to suctea@r more third parties as the Administra
Agent may designate, or to a combination of thedoing, any FCC or PUC license, permit, certifieatether authorization held or utilized
by such Grantor or its Subsidiaries, subject topttier approval of the FCC or any applicable PUCequired. The Administrative Agent is
empowered, to the extent permitted by ApplicablerLi® request the appointment of a receiver frogmaurt of competent jurisdiction. Su
receiver may be instructed by a Secured Partyak §em the FCC or any applicable PUC consent tmaoluntary transfer of control of the
Grantors or assignment, or both, of each such RGBJ& license, permit, certificate or other authation for the purpose of seeking a bona
fide purchaser to whom control of assets usederptvision of telecommunications or related saviwill ultimately be transferred or
assigned. Each Grantor hereby agrees to authariteas involuntary transfer of control or assigntmenboth, upon the request of the
receiver so appointed and, if any Grantor shallgefto authorize the transfer, its approval maseheired by the court. Upon the occurrence
and during the continuance of an Event of Defa#th Grantor agrees to use its best efforts tetansdbtaining approval of the FCC or any
applicable PUC and any other regulatory bodie®dtiired, for any action or transactions contengpldy this Agreement, including, without
limitation, the preparation, execution and filingiwthe FCC or any applicable PUC and any otheulegtgry bodies of the assignor’s or
transferor’s portion of any application or applioas for consent to the assignment of any FCC o€ Rtense, permit, certificate or other
authorization or right to use any FCC or PUC lieerzermit, certificate or other authorization @nisfer of control necessary or appropriate
under the rules and regulations of the FCC or
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PUC or any other regulatory body for approval onopposition of the transfer or assignment of aortipn of the Collateral, together with
any FCC or PUC license, permit, certificate or ognethorization and each Grantor hereby appoiotth@ extent not prohibited by Applical
Law) the Administrative Agent as its attorney-irttféo execute, deliver and file, on each Grantbekalf and in the applicable Grantor’s
name, all applications, certificates, filings, nmshents and other documents (including, withouttétion, an application for an assignment or
transfer of control or ownership) that may be neagsor appropriate, in the Administrative Agemiscretion, to obtain such consents or
approvals. Each Grantor further agrees to take &uther action as the Administrative Agent mays@@ably request in obtaining such
approvals or consents upon the occurrence andgitivencontinuance of an Event of Default.

(d) Each Grantor acknowledges that the assegiior transfer of any FCC or PUC license, peradttificate or other authorization or right
to use any FCC or PUC license, permit, certificatether authorization of the Grantors is integoahe Secured Parties’ ability to realize the
value of the Collateral. Each Grantor agrees thmaeach of any of the covenants contained in thii8n 5.1 will cause irreparable injury to
the Administrative Agent and the other Securedi€grthat the Administrative Agent and the othezuBed Parties have no adequate remedy
at law in respect of such breach and, as a coneequthat each and every covenant contained irSeision 5.1 shall be specifically
enforceable against such Grantor, and such Graeteby waives and agrees not to assert any defaga@sst an action for specific
performance of such covenants except for a defimragano Event of Default has occurred under theli€Agreement.

SECTION 5.2 Specific Remedies

(a) The Administrative Agent hereby authorieash Grantor to collect such Grantor's Accountsyjgledthat, the Administrative Agent
may curtail or terminate such authority at any tafter the occurrence and during the continuan@ndtvent of Default.

(b) Upon the occurrence and during the coatitwe of an Event of Default:

(i) the Administrative Agent may communicatgharAccount Debtors of any Account subject to alBitg Interest and upon the request
of the Administrative Agent, each Grantor shallifyogsuch notice to be in form and substance satisiy to the Administrative Agent) its
Account Debtors and parties to the material cotgragbject to a Security Interest that such Accoant the material contracts have been
assigned to the Administrative Agent, for the rigdienefit of the Secured Parties;

(i) upon the request of the Administrativeefd, each Grantor shall forward to the AdministratAgent, on the last Business Day of
each week, deposit slips related to all cash, martegcks or any other similar items of paymentikezkeby such Grantor during such
week, and, if requested by the Administrative Ageonpies of such checks or any other similar itefrgayment, together with a statement
showing the application of all payments on the &elal during such week and a collection reporwégard thereto, in form and
substance satisfactory to the Administrative Agent;

(i) whenever any Grantor shall receive aaglt, money, checks or any other similar items gfpent relating to any Collateral

(including any Proceeds of any Collateral), subjedhe terms of any Permitted Liens, such Graagpees that it will, within one

(1) Business Day of such receipt, deposit all steshs of payment into a cash collateral accouth@tAdministrative Agent (the “
Collateral Account) or in a Deposit Account (other than an Exclud®sbosit Account) at a Controlled Depository, antlwuch Grantor
shall deposit such cash, money, checks or any etirgliar items of payment in the Collateral Accoonin a Deposit Account (other than
an Excluded Deposit Account) at a Controlled Dejpogj such Grantor shall hold such cash, moneyglcher any other similar items of
payment in trust for the Administrative Agent ahd Secured Parties and as property of the Secartieés? separate from the other funds
of such Grantor, and the Administrative Agent shalle the right in to transfer or direct the transff the balance of each Deposit Accc
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(other than an Excluded Deposit Account) to thda@etal Account. All such Collateral and Proceefi€allateral received by the
Administrative Agent hereunder shall be held byAlgeninistrative Agent in the Collateral Account@dlateral security for all the Secur
Obligations and shall not constitute payment thieuedil applied as provided in Section 5.4

(iv) the Administrative Agent shall have thght to receive any and all cash dividends, paysendistributions made in respect of any
Investment Property or Partnership/LLC Interestetber Proceeds paid in respect of any Investmend?ty or Partnership/LLC Interes
and any or all of any Investment Property or Pastimig/LLC Interests may, at the option of the Adisirative Agent and the Secured
Parties, be registered in the name of the Admatis® Agent or its nominee, and the Administrathgent or its nominee may thereafter
exercise (A) all voting, corporate and other righgstaining to such Investment Property or any seatinership/LLC Interests at any
meeting of shareholders, partners or members aklegant Issuers or otherwise and (B) any andgits of conversion, exchange and
subscription and any other rights, privileges diiays pertaining to such Investment Property otriRaiship/LLC Interests as if it were the
absolute owner thereof (including, without limitatj the right to exchange at its discretion any ahdf the Investment Property or
Partnership/LLC Interests upon the merger, conatibd, reorganization, recapitalization or othexdamental change in the corporate,
partnership or limited liability company structwkany Issuer or upon the exercise by any Granttine Administrative Agent of any rigl
privilege or option pertaining to such Investmerdgerty or Partnership/LLC Interests, and in cotinacherewith, the right to deposit a
deliver any and all of the Investment Property artfership/LLC Interests with any committee, defaogi transfer agent, registrar or other
designated agency upon such terms and conditiotie asdministrative Agent may determine), all withdiability except to account for
property actually received by it; but the Admingdive Agent shall have no duty to any Grantor tereise any such right, privilege or
option and the Administrative Agent and the otheciBed Parties shall not be responsible for atyréato do so or delay in so doing. In
furtherance thereof, each Grantor hereby authoemdsnstructs each Issuer with respect to anya@oshl consisting of Investment
Property and Partnership/LLC Interests to (i) compith any instruction received by it from the Adnistrative Agent in writing that
(A) states that an Event of Default has occurratliamontinuing and (B) is otherwise in accordawdh the terms of this Agreement,
without any other or further instructions from su@rantor, and each Grantor agrees that each Isha#ibe fully protected in so
complying following receipt of such notice and prio notice that such Event of Default is no longentinuing, and (ii) except as
otherwise expressly permitted hereby, pay any divil$, distributions or other payments with respeeny Investment Property or
Partnership/LLC Interests directly to the Admirasive Agent (_providethat any remedy pursuant to this Section 5.2(b¥ngll not apply
to Partnership/LLC Interests of any Excluded Pasgtni@/LLC to the extent the exercise of such rem@gyis prohibited or restricted by
the express terms of such Excluded Partnership/tIB@rtnership/LLC Agreement or (B) results in aabteof the terms of, or constitute
default under or results in a termination of sugkl&Eded Partnership/LLC Agreement, unless (1) spiethibition or restriction is not
enforceable or is otherwise ineffective under Apgiile Law or (II) consent to such remedy has béxairned from the applicable Joint
Venture Partner(s)); and
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(v) the Administrative Agent shall be entitlied(but shall not be required to): (A) proceegésform any and all obligations of the
applicable Grantor under any material contractexetcise all rights of such Grantor thereundeulig &s such Grantor itself could, (B)
all other acts which the Administrative Agent maeth necessary or proper to protect its Securigrést granted hereunder, provided ¢
acts are not inconsistent with or in violation loé terms of any of the Credit Agreement, of theenttban Documents or Applicable Law,
and (C) sell, assign or otherwise transfer any risdteontract in accordance with the Credit Agream#he other Loan Documents and
Applicable Law, subject, however, to the prior ap@l of each other party to such material contrtacthe extent required under the
material contract.

(c) Unless an Event of Default shall have omuliand be continuing and the Administrative Agehdll have given notice to the relevant
Grantor of the Administrative Agent’s intent to esise its corresponding rights pursuant to Sedii@fb), each Grantor shall be permitted to
receive all cash dividends, payments or otheritigions made in respect of any Investment Propantyany Partnership/LLC Interests, in
each case paid in the normal course of businetfeeoktlevant Issuer and consistent with past practd the extent permitted in the Credit
Agreement, and to exercise all voting and othepaxate, company and partnership rights with resfpeahy Investment Property and
Partnership/LLC Interests.

SECTION 5.3 Registration Rights

(a) If the Administrative Agent shall determithat in order to exercise its right to sell anylbof the Collateral it is necessary or advis
to have such Collateral registered under the pimvisof the Securities Act (any such Collateras, tiRestricted Securities Collatery) the
relevant Grantor will cause each applicable Isgard the officers and directors thereof) that Grantor or a Subsidiary of a Grantor to
(i) execute and deliver all such instruments anclidzents, and do or cause to be done all such atiteias may be, in the opinion of the
Administrative Agent, necessary or advisable tasteg such Restricted Securities Collateral, ot gmation thereof to be sold, under the
provisions of the Securities Act, (ii) use its coemgially reasonable efforts to cause the registnattatement relating thereto to become
effective and to remain effective for a period okg/ear from the date of the first public offerisfigsuch Restricted Securities Collateral, or
that portion thereof to be sold, and (iii) makeasiendments thereto and/or to the related prospe&dtich, in the opinion of the
Administrative Agent, are necessary or advisabllén @onformity with the requirements of the Seities Act and the rules and regulations of
the Securities and Exchange Commission applichieleto. Each Grantor agrees to cause each applitssier (and the officers and direc
thereof) to comply with the provisions of the séttes or “Blue Sky” laws of any and all jurisdictie which the Administrative Agent shall
designate and to make available to its securitgddrs| as soon as practicable, an earnings statéwmigioch need not be audited) which will
satisfy the provisions of the Securities Act.

(b) Each Grantor recognizes that the Admiatste Agent may be unable to effect a public séleny or all the Restricted Securities
Collateral, by reason of certain prohibitions caméd in the Securities Act and applicable stateisges laws or otherwise, and may be
compelled to resort to one or more private salesethf to a restricted group of purchasers whichhlobliged to agree, among other things,
to acquire such securities for their own accounirfeestment and not with a view to the distribatior resale thereof. Each Grantor
acknowledges and agrees that any such privaterealgesult in prices and other terms less favortitala if such sale were a public sale and,
notwithstanding such circumstances, agrees thasagly private sale shall be deemed to have beea madcommercially reasonable
manner. The Administrative Agent shall be undephligation to delay a sale of any of the Restric®edurities Collateral for the period of
time necessary to permit the Issuer thereof tastegsuch securities for public sale under the &@esiAct, or under applicable state secur
laws, even if such Issuer would agree to do so.
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(c) Each Grantor agrees to use its commeyaiadisonable efforts to do or cause to be dorsuah other acts as may be necessary to mak
such sale or sales of all or any portion of thetfR#ed Securities Collateral valid and binding am@¢ompliance with any and all other
Applicable Laws. Each Grantor further agrees thateach of any of the covenants contained in tBidi8n 5.3will cause irreparable injury
the Administrative Agent and the other Securedi€grthat the Administrative Agent and the othezuBed Parties have no adequate remedy
at law in respect of such breach and, as a coneequthat each and every covenant contained irSéaition 5.3hall be specifically
enforceable against such Grantor, and such Graeteby waives and agrees not to assert any defaga@sst an action for specific
performance of such covenants except for a defimragano Event of Default has occurred under theli€igreement.

SECTION 5.4 Application of Proceedl an Event of Default shall have occurred anatbetinuing and the Administrative Agent shall
have exercised any of its rights or remedies watpect to the Collateral pursuant to this Articletile Administrative Agent shall apply the
proceeds resulting from the exercise of such rightemedies (after deducting all reasonable arsisexpenses of every kind incurred in
connection therewith or incidental to the careafekeeping of any of the Collateral or in any welating to the Collateral or the rights or
remedies of the Administrative Agent and the othecured Parties hereunder, including, without &tign, reasonable attorneys’ fees and
disbursements) as follows:

FIRST, to the payment of all costs and expenseurred by the Administrative Agent in connectigith such exercise of rights and
remedies in connection with this Agreement, thed@régreement, the Indenture, any other Loan Doauroe any of the Secured
Obligations, including all court costs and the fard expenses of its agents and legal counsaiefiament of all advances made by the
Administrative Agent under this Agreement, the @régreement, the Indenture or any other Loan Doenton behalf of any Grantor a
any other costs or expenses incurred in conneutitinthe exercise of any right or remedy hereuratarnder the Credit Agreement, the
Indenture or any other Loan Document;

SECOND, to the payment in full of the Secuddligations (the amounts so applied (i) to be disted among the Secured Parties pro
ratain accordance with the amounts of the Secured @titigs owed to them on the date of any such digtah and (i) to be applied as
required pursuant to the terms of the Credit Agremtnor the Indenture, as applicable); and

THIRD, upon the indefeasible payment in fdltlee Secured Obligations, to the Borrowers, orelfedf the Grantors, or to whomsoever
(if such Person is not a Grantor) may be lawfulijiteed to receive the same or as a court of coerggurisdiction may otherwise direct.

The Administrative Agent shall have absolusetion as to the time of application of any spobceeds, moneys or balances in
accordance with this Agreement. Upon any sale da@oal by the Administrative Agent (including puant to a power of sale granted by
statute or under a judicial proceeding), the radaypthe Administrative Agent or by the officer nirads the sale shall be a sufficient discharge
to the purchaser or purchasers of the Collateraband such purchaser or purchasers shall nobligated to see to the application of any
part of the purchase money paid over to the Adrtratise Agent or such officer or be answerablerig way for the misapplication thereof.
Only after (i) the payment by the Administrativeexg of any other amount required by any provisibAgplicable Law, including, without
limitation, Section 9-610 and Sectior625 of the UCC and (ii) the indefeasible paymerfulhof the Secured Obligations and the termina
of the Commitments, shall the Administrative Agantount for the surplus, if any, to any Grantortoowhomsoever may be lawfully entitled
to receive the same (if such Person is not a Granto
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SECTION 5.5 Waiver, DeficiencyEach Grantor hereby waives, to the extent peeohitty Applicable Law, all rights of redemption,
appraisement, valuation, stay, extension or martatonow or hereafter in force under any Applicabésv in order to prevent or delay the
enforcement of this Agreement or the absolute gllbe Collateral or any portion thereof. Each Goashall remain liable for any deficiency
if the proceeds of any sale or other dispositiothefCollateral are insufficient to pay its Secu@ligations and the fees and disbursements
of any attorneys employed by the Administrative Aiger any other Secured Party to collect such aefay.

ARTICLE VI
THE ADMINISTRATIVE AGENT
SECTION 6.1 Appointment of Administrative Adexs Attorneyin-Fact.

(a) Each Grantor hereby irrevocably constfwted appoints each of the Administrative Agentamglofficer or agent thereof, with full
power of substitution, as its true and lawful ategy-infact with full irrevocable power and authority imetplace and stead of such Grantor
in the name of such Grantor or in its own nameftierpurpose of carrying out the terms of this A&gnent, effective upon the occurrence of
an Event of Default, to take any and all appropraadtion and to execute any and all documentsrestdiiments which may be necessary or
desirable to accomplish the purposes of this Agesgnand, without limiting the generality of thedgoing, each Grantor hereby gives each
of the Administrative Agent the power and right,lwhalf of such Grantor, without notice to or as$snsuch Grantor, to do any or all of the
following upon the occurrence and during the cardtion of an Event of Default:

(i) in the name of such Grantor or its own eawor otherwise, take possession of and indorsealhett any checks, drafts, notes,
acceptances or other instruments for the paymemioofeys due under any Account or material consalofect to a Security Interest or
with respect to any other Collateral and file atajro or take any other action or proceeding in eoyrt of law or equity or otherwise
deemed appropriate by the Administrative Agenti@erpurpose of collecting any and all such monessuhder any Account or material
contract subject to a Security Interest or wittpees to any other Collateral whenever payable;

(i) in the case of any Intellectual Propesdygecute and deliver, and have recorded, any dmgdements, instruments, documents and
papers as the Administrative Agent may requestigeace the Administrative Agent’s and the SeclRadies’ security interest in such
Intellectual Property and the goodwill and Genémtdngibles of such Grantor relating thereto orespnted thereby;

(iii) pay or discharge taxes and Liens lewseghlaced on or threatened against the Collateffect any repairs or any insurance called
for by the terms of this Agreement and pay allmy part of the premiums therefor and the coststifer

(iv) execute, in connection with any sale pded for in this Agreement, any endorsements, agségts or other instruments of
conveyance or transfer with respect to the Cokétand

(v) (A) direct any party liable for any paymemder any of the Collateral to make payment gfamd all moneys due or to become due
thereunder directly to the Administrative Agentagrthe Administrative Agent shall direct; (B) asidemand for, collect, and receive
payment of and receipt for, any and all moneyspdand other amounts due or to become due
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at any time in respect of or arising out of anyl&efal; (C) sign and indorse any invoices, freighéexpress bills, bills of lading, storage or
warehouse receipts, drafts against debtors, assigtsirverifications, notices and other documentimection with any of the Collateral;
(D) commence and prosecute any suits, actionsomepdings at law or in equity in any court of cotepéjurisdiction to collect the
Collateral or any portion thereof and to enforcg ather right in respect of any Collateral; (E)eled any suit, action or proceeding brot
against such Grantor with respect to any Collatérlsettle, compromise or adjust any such sattpa or proceeding and, in connection
therewith, give such discharges or releases a&dhenistrative Agent may deem appropriate; (G)ise or assign any Copyright, Patent
or Trademark (along with the goodwill of the busis¢o which any such Copyright, Patent or Traderparkains), for such term or terms,
on such conditions, and in such manner, as the Aidtrative Agent shall in its sole discretion detare; and (H) generally, sell, transfer,
pledge and make any agreement with respect tcherwise deal with any of the Collateral as fullylaompletely as though the
Administrative Agent was the absolute owner thefephll purposes, and do, at the AdministrativeeAts option and such Grantor’s
expense, at any time, or from time to time, alsaotd things which the Administrative Agent deemsassary to protect, preserve or
realize upon the Collateral and the Administrathgent’s and the Secured Parties’ Security Intersteein and to effect the intent of this
Agreement, all as fully and effectively as suchr@oa might do.

(b) If any Grantor fails to perform or compiyth any of its agreements contained herein, thmiiistrative Agent, at its option, but
without any obligation so to do, may perform or gy or otherwise cause performance or complianith, such agreement in accordance
with the provisions of Section 6.1(a)

(c) The expenses of the Administrative Ag@curred in connection with actions taken pursuarhé terms of this Agreement, together
with interest thereon at a rate per annum equilldédnighest rate per annum at which interest wihéd be payable on any category of past
due ABR Loans which are Revolving Credit Loans uritle Credit Agreement, from the date of paymenthgyAdministrative Agent to the
date reimbursed by the relevant Grantor, shalldyaple by such Grantor to the Administrative Agemdemand.

(d) Each Grantor hereby ratifies all that satidrneys shall lawfully do or cause to be doneibyie hereof in accordance with Section 6.1
(@). All powers, authorizations and agencies containdtis Agreement are coupled with an interest aredirrevocable until this Agreement
is terminated and the Security Interests createeblyeare released.

SECTION 6.2 Duty of Administrative AgenThe sole duty of the Administrative Agent witlspect to the custody, safekeeping and
physical preservation of the Collateral in its gssson, under Section 9-207 of the UCC or otherveisall be to deal with it in the same
manner as the Administrative Agent deals with @imgdroperty for its own account. Neither the Adrsirative Agent, any other Secured Pi
nor any of their respective officers, directors péogees or agents shall be liable for failure tomdad, collect or realize upon any of the
Collateral or for any delay in doing so or shalllseler any obligation to sell or otherwise dispokany Collateral upon the request of any
Grantor or any other Person or to take any othiéoraghatsoever with regard to the Collateral oy part thereof. The powers conferred on
the Administrative Agent and the other Securedi®attereunder are solely to protect the interddfseoAdministrative Agent and the other
Secured Parties in the Collateral and shall nobsepany duty upon the Administrative Agent or atheo Secured Party to exercise any such
powers. The Administrative Agent and the other $atlParties shall be accountable only for amourasthey actually receive as a result of
the exercise of such powers, and neither they nor
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any of their officers, directors, employees or ageall be responsible to any Grantor for anyoaéailure to act hereunder, except for their
own gross negligence or willful misconduct.

SECTION 6.3 Authority of Administrative AgenEach Grantor acknowledges that the rights angbresbilities of the Administrative
Agent under this Agreement with respect to anyoadtaken by the Administrative Agent or the exer@s nonexercise by the Administrati
Agent of any option, voting right, request, judgrnenother right or remedy provided for herein esulting or arising out of this Agreement
shall, as between the Administrative Agent andLitneders, be governed by the Credit Agreement arglbly other agreements with respect
thereto as may exist from time to time among thieat, as between the Administrative Agent and then@rs, the Administrative Agent shall
be conclusively presumed to be acting as agenhéoSecured Parties with full and valid authorityt@ act or refrain from acting, and no
Grantor shall be under any obligation, or entitlairte make any inquiry respecting such authority.

SECTION 6.4 Intercreditor Agreements

(a) By acceptance of the benefits of this &gnent, each of the Secured Parties shall be detnfeie agreed to be bound by the terms
hereof. The provisions of this Section &4, and are intended, solely to establish cerigliis as between the Secured Parties and shall not
create, and shall not be construed as creatingriigits enforceable by any Grantor, any Subsidiargny Affiliate of any Grantor (regardless
of whether such Grantor, Subsidiary or AffiliateaiSecured Party) or rights enforceable by therihde Trustee against any Grantor unless
and to the extent required by the express terntiseofndenture.

(b) By acceptance of the benefits of this Agnent, each of the Secured Parties shall be deeraedcably (i) to consent to the
appointment of the Administrative Agent as its adeareunder, (ii) to confirm that the Administraigent shall have the authority to act as
the exclusive agent of such Secured Party for eafoent of any provisions of this Agreement agaangt Grantor or the exercise of remedies
hereunder and (iii) to agree that such Secured Bhetll not take any action to enforce any provisiof this Agreement against any Grantc
to exercise any remedy hereunder.

(c) The Administrative Agent shall not be lalfor any action taken or not taken by it (i) witie consent or at the request of the Requisite
Lenders (or such other number or percentage dfeheers as shall be necessary, or as the Admitiv&ragent shall believe in good faith
shall be necessary, under the circumstances aglptbin Sectiong.02, 7.03, 7.04and 9.020f the Credit Agreement) or (ii) in the absenc
its own gross negligence or willful misconduct asedmined by a court of competent jurisdiction Hinal nonappealable judgment.

(d) The Indenture Trustee shall not be emtitte and shall not, (i) direct the actions of Administrative Agent hereunder, (ii) take any
action, or commence any legal proceeding seekinggguire, compel or cause the Administrative Adgergnforce any provisions of this
Agreement against any Grantor or to exercise amgdy hereunder, (iii) take any action, or commearoglegal proceeding seeking, to
prevent or enjoin the Administrative Agent fromitakany action (including, without limitation, tlemforcement of any provisions of this
Agreement against any Grantor, the exercise ofamedy hereunder, the release of any Collateralumgler or the consent to any amendr
or modification of this Agreement or the grant ofavaiver hereunder), or refraining from taking augh action, in accordance with this
Agreement or (iv) take any action, or commencelaggl proceeding seeking, to delay, hinder or atis® impair the Administrative Agent
taking any such action in accordance with this &grent. By acceptance of the benefits under thieément, the Indenture Trustee will be
deemed to have acknowledged and agreed that thisipres of the preceding sentence
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are intended to induce the Administrative Agent tiedLenders to permit the Indenture Trustee ta Becured Party under this Agreement
and are being relied upon by the Lenders as coraide therefor.

(e) THE ADMINISTRATIVE AGENT HAS CONSENTED TO SERVE AS ADMINISTRATIVE AGENT HEREUNDER ON THE
EXPRESS UNDERSTANDING, THAT THE INDENTURE TRUSTEE, BY ACCEPTING THE BENEFITS OF THIS AGREEMENT,
SHALL BE DEEMED TO HAVE AGREED THAT THE ADMINISTRAT IVE AGENT SHALL HAVE NO DUTY AND SHALL
OWE NO OBLIGATION OR RESPONSIBILITY (FIDUCIARY OR O THERWISE) TO THE INDENTURE TRUSTEE, OTHER
THAN THE DUTY TO PERFORM ITS EXPRESS OBLIGATIONS UN DER THIS AGREEMENT IN ACCORDANCE WITH
THEIR TERMS, SUBJECT IN ALL EVENTS TO THE PROVISION S OF SECTION 6.5AND THE OTHER PROVISIONS OF
THIS AGREEMENT LIMITING THE RESPONSIBILITY OR LIABI  LITY OF THE ADMINISTRATIVE AGENT HEREUNDER.
WITHOUT LIMITING THE FOREGOING, THE INDENTURE TRUST EE, BY ACCEPTING THE BENEFITS OF THIS
AGREEMENT, SHALL BE DEEMED TO HAVE WAIVED ANY RIGHT THE INDENTURE TRUSTEE MIGHT HAVE AS A
SECURED PARTY UNDER APPLICABLE LAW OR OTHERWISE, TO COMPEL THE SALE OR OTHER DISPOSITION OF
ANY COLLATERAL, AND ANY OBLIGATION THE ADMINISTRATI  VE AGENT MIGHT HAVE, UNDER APPLICABLE LAW
OR OTHERWISE, TO OBTAIN ANY MINIMUM PRICE FOR ANY C OLLATERAL UPON THE SALE THEREOF, IT BEING
EXPRESSLY UNDERSTOOD, AND THE AVAILABILITY OF THE B  ENEFITS OF THIS AGREEMENT TO THE INDENTURE
TRUSTEE BEING CONDITIONED UPON THE UNDERSTANDING, T HAT THE SOLE RIGHT OF THE INDENTURE TRUSTEE
SHALL BE TO RECEIVE ITS RATABLE SHARE OF ANY PROCEE DS OF THE COLLATERAL OR OF ANY COLLATERAL
CONSISTING OF CASH.

(f) By acceptance of the benefits of this Agnent, each of the Secured Parties shall, ratatdgéordance with the amount of the Secured
Obligations owed to it, indemnify the Administragiigent (to the extent it shall not have been reirséd by the Grantors) against any
expense or liability that the Administrative Agewbuld be entitled to recover from the Grantors parg to_Section 7.3Any amount so owe
by a Secured Party can be withheld by the Admattiste Agent from any amount owed to such SecuretyPa

(g9) The Administrative Agent shall be entitkadrely on information provided by the Securedtiar or representatives of the Secured
Parties, as to the amount of the Secured Obligation

(h) The Administrative Agent and each of tlee@ed Parties hereby agrees that the Liens andityaaterests granted to the
Administrative Agent hereunder shall be treatedyrasng the Secured Parties, as being for the equaiaproportionate benefit of all the
Secured Parties, without preference, priority, ymje or distinction as to Lien or security interesany Secured Party over any other Sec
Party, and shall at all times be shared by the i8edaarties as provided herein.

SECTION 6.5 Limitations on Responsibility ofiiinistrative Agent

(a) The Administrative Agent shall not be msgible for or have any duty to ascertain or ingnto (i) any statement, warranty or
representation made in or in connection with thgge®ement or any other Loan Document, (ii) the auistef any certificate, report or other
document delivered hereunder or thereunder ormmection herewith or therewith, (iii) the perforncaror observance of any of the
covenants, agreements or other terms or condifen®rth herein or therein or the occurrence gf@afault or (iv) the validity,
enforceability, effectiveness or genuineness & flureement, any other Loan Document or any otgereanent, instrument or document.
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(b) The Administrative Agent makes no représgon as to the value or condition of the Collat@r any part thereof, as to the title of any
Grantor to the Collateral, as to the security aféal by this Agreement or as to the validity, exiecytenforceability, legality or sufficiency of
this Agreement, and the Administrative Agent siradlr no liability or responsibility in respect ahy such matters. The Administrative Ag
shall not be responsible for insuring the Colldtda the payment of taxes, charges, assessmehisms upon the Collateral or otherwise for
the maintenance of the Collateral, except as peavid the immediately following sentence when tlterdnistrative Agent has possession or
control of the Collateral. Except as otherwise mted herein, the Administrative Agent shall havednity to the Grantors or to the holders of
the Secured Obligations as to any Collateral ipd@ssession or control, or in the possession draloof any agent or nominee of the
Administrative Agent, or any income thereon or@the preservation of rights against prior partieany other rights pertaining thereto,
except the duty to accord such Collateral the seane that it normally accords to its own assetsthadluty to account for moneys received
by it. Neither the Administrative Agent, any Sealfearty nor any of their respective officers, dioes, employees or agents shall be liable
failure to demand, collect or realize upon anyhef Collateral or for any delay in doing so or shallunder any obligation to sell or otherwise
dispose of any Collateral upon the request of aranter or any other Person or to take any othéomethatsoever with regard to the
Collateral or any part thereof. The powers confitoe the Administrative Agent and the Secured Balftereunder are solely to protect the
Administrative Agent’'s and the Secured Partieiiests in the Collateral and shall not impose arty dpon the Administrative Agent or any
Secured Party to exercise any such powers. The iglirdtive Agent and the Secured Parties shalcbewntable only for amounts that they
actually receive as a result of the exercise ofi pawers, and neither they nor any of their officelirectors, employees or agents shall be
responsible to any Grantor for any act or faileratt hereunder, except for their own gross negtiger willful misconduct.

(c) Neither the Administrative Agent nor arfficer, agent or representative thereof shall besqmally liable for any action taken or
omitted to be taken by any such person in conneetith this Agreement except for such persoown gross negligence or willful miscond
(it being understood that any action taken in agaoce with the terms of this Agreement by the Adstiative Agent or any such officer,
agent or representative at the direction or insonof any Secured Party and/or the Administrathggent (or not taken, in the absence of any
such directions or instructions) shall not consgitgross negligence or willful misconduct).

(d) The Administrative Agent may execute ahthe powers granted under this Agreement and parémy duty hereunder either directly
or by or through agents or attorneys-in-fact, amallsot be responsible for the negligence or mislcmt of any agents or attorneys-in-fact
selected by it without gross negligence or willfiiisconduct.

(e) The Administrative Agent shall not be sdbjto any fiduciary or other implied duties, redjass of whether a Default has occurred and
is continuing.

(f) The Administrative Agent shall not haveyatuty to take any discretionary action or exereisg discretionary powers, except
discretionary rights and powers expressly contetaglaereby or by the other Loan Documents thattministrative Agent is required to
exercise as directed in writing by the Requisitedess (or such other number or percentage of theénrs as shall be expressly provided for
herein or in the other Loan Documents); provitieat the Administrative Agent shall not be requitedake any action that, in its opinion or
the opinion of its counsel, may expose the Admiatste Agent to liability or that is contrary toyahoan Document or Applicable Law.

(9) The Administrative Agent shall not, excaptexpressly set forth herein and in the othenl@acuments, have any duty to disclose,
shall not be liable for the failure to discloseyan
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information relating to the Grantors or any of threispective Affiliates that is communicated tambtained by the Person serving as the
Administrative Agent or any of its Affiliates in grcapacity.

(h) The Administrative Agent shall be deemetto have knowledge of any Default unless and aotice describing such Default is giv
to the Administrative Agent by the Grantors.

SECTION 6.6 Reliance by Administrative Ageiithe Administrative Agent shall be entitled toyrapon, and shall not incur any liability
for relying upon, any notice, request, certificat@nsent, statement, instrument, document or ethiéng (including any electronic message,
Internet or intranet website posting or other disttion) believed by it to be genuine and to hagerbsigned, sent or otherwise authenticated
by the proper Person. The Administrative Agent atsy rely upon any statement made to it orallyyotdbephone and believed by it to have
been made by the proper Person, and shall not arguliability for relying thereon. The Administna@ Agent may consult with legal counsel
(who may be counsel for the Grantors), independecduntants and other experts selected by it, laaltireot be liable for any action taken or
not taken by it in accordance with the advice of such counsel, accountants or experts.

SECTION 6.7 Resignation and Removal of the #dstrative Agent The Administrative Agent may at any time giveiocetbf its
resignation to the Secured Parties and the Grantigen receipt of any such notice of resignatitme, Requisite Lenders shall have the right,
in consultation with the Grantors, to appoint acessor, which shall be a bank with an office inlthmited States, or an Affiliate of any such
bank with an office in the United States. If nolssaccessor shall have been so appointed by th@isted_enders and shall have accepted
such appointment within 30 days after the retidxtninistrative Agent gives notice of its resignatiohen the retiring Administrative Agent
may on behalf of the Secured Parties, appoint eessor Administrative Agent meeting the qualifioasi set forth above providdieat if the
Administrative Agent shall notify the Grantors aheé Secured Parties that no qualifying Person bespded such appointment, then such
resignation shall nonetheless become effectivedor@ance with such notice and (1) the retiring Adstrative Agent shall be discharged
from its duties and obligations hereunder and uttieeother Loan Documents (except that in the oasmy collateral security held by the
Administrative Agent on behalf of the Secured Rartinder any of the Loan Documents, the retiringniistrative Agent shall continue to
hold such collateral security until such time aiacessor Administrative Agent is appointed) and(Zpayments, communications and
determinations provided to be made by, to or thnoihg Administrative Agent shall instead be madebip each Secured Party directly, u
such time as the Requisite Lenders appoint a ssacésiministrative Agent as provided for abovetiis paragraph. Upon the acceptance
successor’s appointment as Administrative Agengtneder, such successor shall succeed to and be@steal with all of the rights, powers,
privileges and duties of the retiring (or retirdd)ministrative Agent, and the retiring AdministratiAgent shall be discharged from all of its
duties and obligations hereunder or under the dtben Documents (if not already discharged themafas provided above in this paragraph).
The fees payable by the Grantors to a successoimstrative Agent shall be the same as those paytakits predecessor unless otherwise
agreed between the Grantors and such successer.tidtretiring Administrative Agent’s resignatibareunder and under the other Loan
Documents, the provisions of this Article ®hd Section 7.8hall continue in effect for the benefit of suctirreg Administrative Agent, its
sub agents and their respective Related Partiespect of any actions taken or omitted to be tddyeany of them while the retiring
Administrative Agent was acting as Administrativgeht.
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ARTICLE VII
MISCELLANEOUS

SECTION 7.1 NoticesAll notices and communications hereunder shatjiken to the addresses and otherwise made indaooe with
Section 9.0Df the Credit Agreement; providd¢kat notices and communications to the Grantord Bhalirected to the Grantors, at the
address of the Borrowers set forth in Section ®f0the Credit Agreement.

SECTION 7.2 Amendments in WritindNone of the terms or provisions of this Agreenmealy be amended, supplemented or otherwise
modified, nor may they be waived, nor may any cahbe given, except in accordance with Section 8fGBe Credit Agreement.

SECTION 7.3 Expenses, Indemnification, WaiwE€onseqguential Damages, etc

(a) The Grantors, jointly and severally, skpaly all out-of-pocket expenses incurred by the Aiktrative Agent and each other Secured
Party to the extent the Borrowers would be requicedio so pursuant to Section 98fthe Credit Agreement.

(b) The Grantors, jointly and severally, shpaly and shall indemnify each Indemnitee (whichpi@mposes of this Agreement shall include,
without limitation, all Secured Parties) againgtédmnified Taxes and Other Taxes to the extent tireoB/ers would be required to do so
pursuant to Section 2.18 the Credit Agreement.

(c) The Grantors, jointly and severally, shaflemnify each Indemnitee to the extent the Bom@awould be required to do so pursuant to
Section 9.03f the Credit Agreement.

(d) Notwithstanding anything to the contraontained in this Agreement, to the fullest extesrinpitted by Applicable Law, each Grantor
shall not assert, and hereby waives, any clairmagany Indemnitee, on any theory of liability, fmecial, indirect, consequential or punitive
damages (as opposed to direct or actual damagsisiganut of, in connection with, or as a resulttbfs Agreement, any other Loan
Document, or any agreement or instrument contergblaereby, the transactions contemplated heretheoeby, any Loan or Letter of Credit
or the use of the proceeds thereof.

(e) No Indemnitee referred to in this SecfioBishall be liable for any damages arising from theelug unintended recipients of any
information or other materials distributed by itdhgh telecommunications, electronic or other infation transmission systems in connec
with this Agreement, or the other Loan Documentthertransactions contemplated hereby or thereby.

(f) All amounts due under this Section gt&ll be payable promptly after demand therefor.

SECTION 7.4 Right of Set Offif an Event of Default shall have occurred anatbetinuing, each Secured Party and each of ipemive
Affiliates is hereby authorized at any time anchirme to time, after obtaining the prior writteansent of the Administrative Agent, to the
fullest extent permitted by Applicable Law, to sétand apply any and all deposits (general or isppetime or demand, provisional or final,
whatever currency) at any time held and other altibgs (in whatever currency) at any time owingshgh Secured Party or any such Affili
to or for the credit or the account of such Graagainst any and all of the obligations of suchnByanow or hereafter existing under this
Agreement or any other Loan Document to such SddRagty irrespective of whether or not such Secéradly shall have made any demand
under this Agreement or any other Loan Documentaditugh such obligations of such Grantor maydsgingent or unmatured or are ow
to a branch or
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office of such Secured Party different from thenotaor office holding such deposit or obligatedsach indebtedness. The rights of each
Secured Party and its respective Affiliates unter $ection are in addition to other rights andedims (including other rights of set off) that
such Secured Party or its respective Affiliates maye. Each Secured Party agrees to notify sucht@rand the Administrative Agent
promptly after any such set off and applicatiorgvided that the failure to give such notice shatl affect the validity of such set off and
application.

SECTION 7.5 Governing Law; Jurisdiction; VenGervice of Process

(a) _Governing LawThis Agreement shall be governed by, and condtinaccordance with, the law of the State of NewvkY

(b) _Submission to Jurisdictiofcach Grantor irrevocably and unconditionally sitbpror itself and its property, to the nonexcligsi
jurisdiction of the courts of the State of New Yaiking in New York County and of the United Stafistrict Court of the Southern Distr
of New York, and any appellate court thereof, iy antion or proceeding arising out of or relatinghis Agreement or any other Loan
Document, or for recognition or enforcement of arggment, and each of the parties hereto irrevgcabtl unconditionally agrees that all
claims in respect of any such action or proceediag be heard and determined in such New York $taiet or, to the fullest extent permit
by Applicable Law, in such Federal court. Eachhaf parties hereto agrees that a final judgmentynsach action or proceeding shall be
conclusive and may be enforced in other jurisdittiby suit on the judgment or in any other manmevided by law. Nothing in this
Agreement or in any other Loan Document shall aff&y right that the Administrative Agent or anjet Secured Party may otherwise have
to bring any action or proceeding relating to thiseement or any other Loan Document against a@nter or its properties in the courts of
any jurisdiction.

(c) Waiver of VenueEach Grantor irrevocably and unconditionally vesiyvto the fullest extent permitted by Applicablal,. any
objection that it may now or hereafter have tol#yéng of venue of any action or proceeding arising of or relating to this Agreement or
any other Loan Document in any court referred tparagraph (b) of this Section. Each of the patteeto hereby irrevocably waives, to the
fullest extent permitted by Applicable Law, the elefe of an inconvenient forum to the maintenaniofi action or proceeding in any such
court.

(d) Service of Proces&ach party hereto irrevocably consents to semigeocess in the manner provided for noticesdati®n 9.01of
the Credit Agreement. Nothing in this Agreement @ifect the right of any party hereto to servegass in any other manner permitted by
Applicable Law.

(e) Appointment of the Borrower Representatie Agent for the Grantor&ach Grantor hereby irrevocably appoints andaigés the
Borrower Representative to act as its agent farigeiof process and notices required to be deldvareler this Agreement or under the other
Loan Documents, it being understood and agreed¢icatpt by the Borrower Representative of any somsnnotice or other similar item
shall be deemed effective receipt by each Gramtdiita Subsidiaries.

SECTION 7.6 Waiver of Jury TriaEACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TOHE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING D THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT OR
THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WETHER BASED ON CONTRACT, TORT OR ANY OTHER
THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO RIRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PERSON HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THBUCH OTHER
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PERSON WOULD NOT, IN THE EVENT OF LITIGATION, SEEKO ENFORCE THE FOREGOING WAIVER AND

(B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERED HAVE BEEN INDUCED TO ENTER INTO THIS
AGREEMENT AND THE OTHER LOAN DOCUMENTS BY, AMONG OHIER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION.

SECTION 7.7 Injunctive ReliefEach Grantor recognizes that, in the event suemt@r fails to perform, observe or discharge anyso
obligations or liabilities under this Agreementamy other Loan Document, any remedy of law may @itovbe inadequate relief to the
Administrative Agent and the other Secured Parfibgrefore, each Grantor agrees that the Adminigerégent and the other Secured
Parties, at the option of the Administrative Agantl the other Secured Parties, shall be entitléeitporary and permanent injunctive relief
in any such case without the necessity of proviriga damages.

SECTION 7.8 No Waiver by Course of Conductnilative RemediesNeither the Administrative Agent nor any othec@ed Party
shall by any act (except by a written instrumentspant to Section 7.2 delay, indulgence, omission or otherwise be d=bto have waived
any right or remedy hereunder or to have acquiestady Default or Event of Default. No delay oildee to take action on the part of the
Administrative Agent or any other Secured Partgxercising any right, power or privilege hereunsleall operate as a waiver thereof, nor
shall any single or partial exercise of any sughtiipower or privilege hereunder shall precludg @her or further exercise thereof or the
exercise of any other right, power or privilegewAiver by the Administrative Agent or any other @ecl Party of any right or remedy
hereunder on any one occasion shall not be comkasi@ bar to any right or remedy which the Adntiatsze Agent or such other Secured
Party would otherwise have on any future occasitve. enumeration of the rights and remedies of ttimifiistrative Agent and the other
Secured Parties set forth in this Agreement ismtethded to be exhaustive and the exercise by thmidistrative Agent and the other Secured
Parties of any right or remedy shall not precludeédxercise of any other rights or remedies, alltlith shall be cumulative, and shall be in
addition to any other right or remedy given herearmat under the other Loan Documents or that may eiohereafter exist at law or in equity
or by suit or otherwise.

SECTION 7.9 Successors and Assigihke provisions of this Agreement shall be bindipgn and inure to the benefit of the parties ln
and their respective successors and permittedressgcept that no Grantor may assign or othertkdsesfer any of its rights or obligations
under this Agreement without the prior written cemisof the Administrative Agent and the other Lasdexcept as otherwise provided by
Credit Agreement).

SECTION 7.10 Survival of Indemnitie®lotwithstanding any termination of this Agreemehée indemnities to which the Administrative
Agent and the other Secured Parties are entitlddnuhe provisions of Section 7.3 and any othevipron of this Agreement and the other
Loan Documents shall continue in full force andeffand shall protect the Administrative Agent #melother Secured Parties against events
arising after such termination as well as before.

SECTION 7.11 Titles and Captiongitles and captions of Articles, Sections andseations in, and the table of contents of, this
Agreement are for convenience only, and neitheit lvor amplify the provisions of this Agreement.

SECTION 7.12 Severability of Provision&ny provision of this Agreement or any other Lda@cument which is prohibited or
unenforceable in any jurisdiction shall, as to sjclsdiction, be ineffective only to the extentsafch prohibition or unenforceability without
invalidating the remainder of
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such prohibition or unenforceability without invaditing the remainder of such provision or the rengi provisions hereof or thereof or
affecting the validity or enforceability of suchgpision in any other jurisdiction.

SECTION 7.13 Counterpart¥his Agreement may be executed in any numbeouofiterparts and by different parties hereto in s#pa
counterparts, each of which when so executed bkaleemed to be an original and shall be bindiran @l parties, their successors and
assigns, and all of which taken together shall tiate one and the same agreement. Delivery ofkanwged counterpart of a signature pag
this Agreement or any document or instrument dediglen connection herewith by facsimile or otherctlonic transmission shall be effective
as delivery of a manually executed counterparhisf Agreement or such other document or instrunangpplicable.

SECTION 7.14 IntegrationThis Agreement, together with the other Loan Doents, comprises the complete and integrated agieteof
the parties on the subject matter hereof and tharebsupersedes all prior agreements, writterray on such subject matter. In the event of
any conflict between the provisions of this Agreetend those of any other Loan Document, the piavisof the Credit Agreement shall
control; providedhat the inclusion of supplemental rights or reraedn favor of the Administrative Agent or the atlBecured Parties in any
other Loan Document shall not be deemed a confiitt this Agreement.

SECTION 7.15 Advice of Counsel; No Strict Castion. Each of the parties represents to each othey pareto that it has discussed
this Agreement with its counsel. The parties hehetee participated jointly in the negotiation amdfting of this Agreement. In the event an
ambiguity or question of intent or interpretatiorsas, this Agreement shall be construed as itedgbintly by the parties hereto and no
presumption or burden of proof shall arise favomnglisfavoring any party by virtue of the authapsbf any provisions of this Agreement.

SECTION 7.16 Acknowledgements

(a) Each Grantor hereby acknowledges that:

(i) it has been advised by counsel in the tiaton, execution and delivery of this Agreemend ¢he other Loan Documents to which it
is a party;

(i) it has received a copy of the Credit Agment and has reviewed and understands same;

(i) neither the Administrative Agent nor anther Secured Party has any fiduciary relationship or duty to any Grantor arising out
of or in connection with this Agreement or any lné bther Loan Documents, and the relationship kesivilee Grantors, on the one hand,

and the Administrative Agent and the other Secladies, on the other hand, in connection herewvitherewith is solely that of debtor
and creditor; and

(iv) no joint venture is created hereby ortlgy other Loan Documents or otherwise exists biy@iof the transactions contemplated
hereby or thereby among the Secured Parties or gthenGrantors and the Secured Parties.

(b) Each Issuer party to this Agreement ackadges receipt of a copy of this Agreement andesyte be bound thereby and to comply
with the terms thereof insofar as such terms apéiGgble to it. Each Issuer agrees to provide swaices to the Administrative Agent as may
be necessary to give full effect to the provisiohthis Agreement.
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SECTION 7.17 Releases.

(a) At such time as the Credit Agreement CGiil@ns (other than Hedging Obligations) shall hbeen paid in full in cash and the
Commitments have been terminated, the Collaterdl bk released from the Liens created herebytlisd\greement and all obligations
(other than those expressly stated to survive grchination) of the Administrative Agent and eadta@or hereunder shall terminate, all
without delivery of any instrument or performandeany act by any party, and all rights to the Qeltal shall revert to the Grantors. The
Administrative Agent, at the request and sole espaf the Grantors, shall execute and deliveréd3hantors all UCC termination stateme
and other documents which the Grantors shall reddpmequest to evidence such termination. Any eties and delivery of termination
statements or documents pursuant to this Sectiiof(&). shall be without recourse to or warrantyhley Administrative Agent. A Grantor shall
automatically be released from its obligations hader and the Security Interest in the Collatefauch Grantor shall be automatically
released in the event such Grantor shall be rale@s@ Guarantor from the Guaranty Agreement inrdemce with the terms thereof.

(b) If any of the Collateral shall be soldrtsferred or otherwise disposed of by any Gramtertransaction permitted by the Credit
Agreement, such Collateral shall be released fiweritens created hereby and the Administrative Agarthe request and sole expense of
such Grantor, shall execute and deliver to sucmt@rall releases or other documents reasonablyssacy or desirable to evidence the
release of the Liens created hereby on such Cullate the event that all the Equity Interest@any Grantor that is a Subsidiary of a Borro
shall be sold, transferred or otherwise disposed aftransaction permitted by the Credit Agreemtn, at the request of such Borrower
at the expense of the Grantors, such Grantor bhakleased from its obligations hereunder; pralitiat such Borrower shall have delivered
to the Administrative Agent, at least ten (10) Besis Days prior to the date of the proposed rel@asetten request for release identifying
the relevant Grantor and a description of the salgher disposition in reasonable detail, togethi¢hn a certification by the Borrowers stating
that such transaction is in compliance with thediZragreement and the other Loan Documents.

SECTION 7.18 Additional Grantor&ach Subsidiary of a Borrower that is requiredécome a party to this Agreement pursuant to
Section 5.16®f the Credit Agreement shall become a Grantoafigpurposes of this Agreement upon execution aidery by such
Subsidiary of a joinder agreement in form and sarxst reasonably satisfactory to the Administrafigent.

SECTION 7.19 Powers of AttorneyAll powers of attorney and other authorizationanged to the Secured Parties, the Administrative
Agent and any Persons designated by the Admirigtraigent or any other Secured Party pursuant yopaovisions of this Agreement or a
of the other Loan Documents shall be deemed cowpiddan interest and shall be irrevocable so lasgny of the Secured Obligations
remain unpaid or unsatisfied, any of the Commiteeainain in effect or the Credit Agreement hasheatn terminated.

[Signature Pages Follow]

33




IN WITNESS WHEREOF, the parties hereto havwgsed this Collateral Agreement to be executed usel@rby their duly authorized
officers, all as of the day and year first writtmove.

CONSOLIDATED COMMUNICATIONS
HOLDINGS, INC., as Grantc

By: /s/ Steven L. Childer
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS, INC., as
Grantor and Issue

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS
ACQUISITION TEXAS, INC., as Grantor and Isst

By: /s/ Steven L. Childer
Steven L. Childer
Chief Financial Office

FORT PITT ACQUISITION SUB INC., as Grantor
and Issue

By: /s/ Steven J. Shir:
Steven J. Shire
Vice Presiden

CONSOLIDATED COMMUNICATIONS PUBLIC
SERVICES, INC., as Grantor and Iss|

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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CONSOLIDATED COMMUNICATIONS MARKET
RESPONSE, INC., as Grantor and Iss

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS
OPERATOR SERVICES, INC., as Grantor and Is¢

By: /s/ Steven L. Childer
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS
NETWORK SERVICES, INC., as Grantor and Iss

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS MOBILE
SERVICES, INC., as Grantor and Iss|

By: /s/ Steven L. Childer
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS BUSINES!
SYSTEMS, INC., as Grantor and IssI

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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CONSOLIDATED COMMUNICATIONS
VENTURES COMPANY, as Grantor and Isst

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS SERVICE!
COMPANY, as Grantor and Issu

By: /s/ Steven L. Childer
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS TELECOMN
SERVICES OF TEXAS COMPANY, as Grantor and
Issuer

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS OF FORT
BEND COMPANY, as Grantor and IsstL

By: /s/ Steven L. Childer
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS OF TEXA!
COMPANY, as Grantor and Issu

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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CONSOLIDATED COMMUNICATIONS
TRANSPORT COMPANY, as Grantor and Iss!

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

NORTH PITTSBURGH SYSTEMS, INC., as Gran
and Issue

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

NORTH PITTSBURGH TELEPHONE COMPAN\
as Grantor and Issu

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

PENN TELECOM, INC., as Grantor and IssI

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

PINNATECH, INC., as Grantor and Isst

By: /s/ Steven L. Childer

Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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WACHOVIA BANK, NATIONAL ASSOCIATION, as
Administrative Agen

By: /s/ Marc Birenbaun

Marc Birenbaun
Director

[Consolidated Communications Collateral Agreement]
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GUARANTY AGREEMENT
dated as of December 31, 2007

by and among
CONSOLIDATED COMMUNICATIONS HOLDINGS, INC.,

and certain of its Subsidiaries
as Guarantors,

in favor of

WACHOVIA BANK, NATIONAL ASSOCIATION,
as Administrative Agent
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GUARANTY AGREEMENT (as amended, restated, sem@nted or otherwise modified, this “ Guarahty this “ Agreement), dated a
of December 31, 2007, is made by CONSOLIDATED COMNMUATIONS HOLDINGS, INC., a Delaware corporationHbldings”), and
certain of its Subsidiaries as identified on ttgnature pages hereto and any Additional Guaraatdéfined below) who may become party
to this Guaranty (such Subsidiaries and Additidbaarantors, collectively, with Holdings, the “ Gaators’, each, a “ Guarantd}, in favor
of WACHOVIA BANK, NATIONAL ASSOCIATION, as Administative Agent (in such capacity, the “ Administratiggent”) for the
ratable benefit itself and the Guaranteed Parsissl€fined below).

STATEMENT OF PURPOSE

Reference is hereby made to the Credit Agre¢ndated of even date herewith (as amended, eestatipplemented or otherwise modifi
the “ Credit Agreemerni), by and among Holdings, each of CONSOLIDATED COBMNICATIONS, INC., an lllinois corporation (the “
CCI Borrower”), CONSOLIDATED COMMUNICATIONS ACQUISITION TEXASINC., a Delaware corporation (the “ TXU Borrowgr
and FORT PITT ACQUISITION SUB INC., a Pennsylvao@poration (the “ Merger Sub and together with the CCI Borrower and the
TXU Borrower, the “ Borrower$), the banks and other financial institutions wdre or may become party thereto (the * Lendgrshe
Administrative Agent, CoBank, ACB, as Syndicatiogeht, General Electric Capital Corporation, as Gmdbnentation Agent, The Royal
Bank of Scotland plc, as Co-Documentation Agent\afathovia Capital Markets, LLC, as sole lead arearagnd sole bookrunner.

Pursuant to the terms of the Credit AgreentistLenders have agreed to extend certain cracilitfes to the Borrowers upon the terms
and subject to the conditions set forth therein.

The Borrowers and the Guarantors, though s¢pérgal entities, comprise one integrated firalrenterprise, and the extension of such
credit facilities to the Borrowers will inure, da#y or indirectly, to the benefit of the Guarargor

It is a condition precedent to the obligatadrihe Lenders to extend those certain creditifaslto the Borrowers under the Credit
Agreement that the Guarantors shall have executédlelivered this Guaranty to the Administrativeefiy for the ratable benefit of the
Guaranteed Parties.

NOW, THEREFORE, for good and valuable consitlen, the receipt and sufficiency of which aredigracknowledged by the parties
hereto, and to induce the Administrative Agent HrelLenders to enter into the Credit Agreementtaridduce the Lenders to extend those
certain credit facilities to the Borrowers thereendhe Guarantors hereby agree with the AdminisgaAgent, for the ratable benefit of the
Guaranteed Parties, as follows:

ARTICLE |
DEFINED TERMS

SECTION 1.1 Definitions The following terms when used in this Guarantglishave the meanings assigned to them below:

“ Additional Guarantot means each Domestic Subsidiary of any Borroweickvhereafter becomes a Guarantor pursuant toddegtl 7
hereof and Section 5.16 the Credit Agreement.




“ Applicable Insolvency Lawsmeans all Applicable Laws governing bankrupt@gnganization, arrangement, adjustment of dehtsf re
of debtors, dissolution, insolvency, fraudulenhgfers or conveyances or other similar laws (inidigdwithout limitation, 11 U.S.C.
Sections 544, 547, 548 and 550 and other “avoidgproeisions of Title 11 of the United States Code,amended or supplemented).

“ Guaranteed Obligatiorishas the meaning set forth in Section 2.1

“ Guaranteed Partiésneans (a) the Administrative Agent, (b) the Lersgdéc) each Secured Hedging Provider, (d) anyrdtbkler from
time to time of the Guaranteed Obligations andhe)successors and permitted assigns of each &dréngoing.

“ Solvent’ means, as to each Guarantor on a particular tteiesuch Guarantor (a) has capital sufficierttaiy on its business and
transactions and all business and transaction$ichwt is about to engage and is able to payetssias they mature, (b) has assets having a
value, both at fair valuation and at present faleable value, greater than the amount requir@aydts probable liabilities (including
contingencies), and (c) does not believe thatlitingur debts or liabilities beyond its ability fray such debts or liabilities as they mature,
subject in each case to the first sentence in &e2thereof.

SECTION 1.2 Other Definitional Provision€apitalized terms used and not otherwise define¢kis Guaranty including the preambles
and recitals hereof shall have the meanings asttdothem in the Credit Agreement. In the evera obnflict between capitalized terms
defined herein and in the Credit Agreement, thiai@nty shall control. The words “hereof,” “hereitfiereto” and “hereunder” and words of
similar import when used in this Guaranty shalereb this Guaranty as a whole and not to any @aei provision of this Guaranty, and
Section references are to this Guaranty unlesswibe specified. The meanings given to terms ddfimerein shall be equally applicable to
both the singular and plural forms of such term&eveé the context requires, terms relating to théa@uwal or any part thereof, when used in
relation to a Guarantor, shall refer to such GuardnCollateral or the relevant part thereof.

ARTICLE Il
GUARANTY

SECTION 2.1 GuarantyEach Guarantor hereby, jointly and severally whih other Guarantors, unconditionally guarantedbe
Administrative Agent for the ratable benefit of tBearanteed Parties the prompt payment and perfarenaf all Obligations whether prime
or secondary (whether by way of endorsement omatke), whether now existing or hereafter arisimgether or not from time to time
reduced or extinguished (except by payment theidflereafter increased or incurred, whether erfidsle or unenforceable as against the
Borrowers or any other Person, whether or not diggérd, stayed or otherwise affected by any Apple#isolvency Law or proceeding
thereunder, whether created directly with the Adstiative Agent or any other Guaranteed Party quited by the Administrative Agent or
any other Guaranteed Party through assignmentdmrsement or otherwise, whether matured or unmatuvkether joint or several, as and
when the same become due and payable (whethertatityar earlier, by reason of acceleration, maadarepayment or otherwise), in
accordance with the terms of any such instrumenteacing any such obligations, including all rerasy extensions or modifications thereof
(all Obligations, including all of the foregoingibg hereafter collectively referred to as the “ Gumdeed Obligationy.

SECTION 2.2 Bankruptcy Limitations on GuarastdNotwithstanding anything to the contrary contdiire Section 2.1 it is the intention
of each Guarantor and the Guaranteed Partiesithat,




any proceeding involving the bankruptcy, reorgatiira arrangement, adjustment of debts, reliefadftdrs, dissolution or insolvency or any
similar proceeding with respect to any Guarantdtassets, the amount of such Guarantor’s olitigaitwith respect to the Guaranteed
Obligations shall be equal to, but not in excesshe maximum amount thereof not subject to avaidasr recovery by operation of
Applicable Insolvency Laws after giving effect tection 2.3(a) To that end, but only in the event and to themixthat after giving effect to
Section 2.3(ayuch Guarantor’s obligations with respect to thei@oteed Obligations or any payment made pursoaidh Guaranteed
Obligations would, but for the operation of thesfisentence of this Section 2.Be subject to avoidance or recovery in any suiohgeding
under Applicable Insolvency Laws after giving effex Section 2.3(a)the amount of such Guarantor’s obligations witbpect to the
Guaranteed Obligations shall be limited to thedatgamount which, after giving effect thereto, vebnibt, under Applicable Insolvency Laws,
render such Guarantor’s obligations with respethéoGuaranteed Obligations unenforceable or abtedar otherwise subject to recovery
under Applicable Insolvency Laws. To the extent payment actually made pursuant to the Guarantédiga@ions exceeds the limitation of
the first sentence of this Section 2r is otherwise subject to avoidance and recaweayy such proceeding under Applicable Insolvency
Laws, the amount subject to avoidance shall ie\adints be limited to the amount by which such dgiagment exceeds such limitation and
the Guaranteed Obligations as limited by the fiesttence of this Section ZBall in all events remain in full force and effactd be fully
enforceable against such Guarantor. The first septef this Section 2.2 intended solely to preserve the rights of thenkdstrative Agent
hereunder against such Guarantor in such proce¢dalithgg maximum extent permitted by Applicable Iwsacy Laws and neither such
Guarantor, the Borrowers, any other Guarantor ngragher Person shall have any right or claim ursdeh sentence that would not othery
be available under Applicable Insolvency Laws intsproceeding.

SECTION 2.3 Agreements for Contribution

(a) The Guarantors hereby agree among thepss#tat, if any Guarantor shall make an Excess Bay(as defined below), such
Guarantor shall have a right of contribution froatle other Guarantor in an amount equal to such @harantor’s Contribution Share (as
defined below) of such Excess Payment. The payotdigations of any Guarantor under this Sectiorfd.8hall be subordinate and subject
in right of payment to the Guaranteed Obligationslsuch time as the Guaranteed Obligations haemlpaid in full, and none of the
Guarantors shall exercise any right or remedy utfdsrSection 2.3(adgainst any other Guarantor until such Guarantdgij&@ions have
been paid in full. For purposes of this Section(@.3(i) “ Excess Paymeritshall mean the amount paid by any Guarantor tess of its
Ratable Share of any Guaranteed Obligations; @atable Sharéshall mean, for any Guarantor in respect of aayment of Guaranteed
Obligations, the ratio (expressed as a percenagyej the date of such payment of Guaranteed Qlaigaof (A) the amount by which the
aggregate present fair salable value of all ch#tsets and properties exceeds the amount of afl ded liabilities of such Guarantor (includ
probable, contingent, subordinated, unmatured uatiquidated liabilities, but excluding the obligats of such Guarantor hereunder) to
(B) the amount by which the aggregate presenstdable value of all assets and other propertiedl of the Guarantors exceeds the amount
of all of the debts and liabilities (including pedile, contingent, subordinated, unmatured, andjuidlated liabilities, but excluding the
obligations of the Guarantors hereunder) of ther@utars; provided however, that, for purposes of calculating the Ratabler&haf the
Guarantors in respect of any payment of Guarar@#igations, any Guarantor that became a Guarauntosequent to the date of any such
payment shall be deemed to have been a Guarantbeatate of such payment and the financial infeionafor such Guarantor as of the date
such Guarantor became a Guarantor shall be utifaeslich Guarantor in connection with such paymand (iii) “ Contribution Sharé shall
mean, for any Guarantor in respect of any ExcegmBat made by any other Guarantor, the ratio (esge@ as a percentage) as of the date of
such Excess Payment of (A) the amount by whictatiggregate present fair salable value of all chstsets and properties exceeds the amount
of all debts and liabilities of such




Guarantor (including probable, contingent, subaatid, unmatured, and unliquidated liabilities, éxtluding the obligations of such
Guarantor hereunder) to (B) the amount by whichatigregate present fair salable value of all agsetother properties of the Guarantors
other than the maker of such Excess Payment exteedsnount of all of the debts and liabilitiesc{urding probable, contingent,
subordinated, unmatured, and unliquidated liab#itbut excluding the obligations of the Guarantofshe Guarantors other than the maker
of such Excess Payment; providdabwever, that, for purposes of calculating the Contribnt®hares of the Guarantors in respect of any
Excess Payment, any Guarantor that became a Goasatitsequent to the date of any such Excess Pagmalhbe deemed to have been a
Guarantor on the date of such Excess Payment arfthtincial information for such Guarantor as @& ttate such Guarantor became a
Guarantor shall be utilized for such Guarantordnreection with such Excess Payment. Each of thedbtmrs recognizes and acknowledges
that the rights to contribution arising hereundealkconstitute an asset in favor of the partytedtito such contribution. This Section 2.3(a)
shall not be deemed to affect any right of subliogaindemnity, reimbursement or contribution taay Guarantor may have under
Applicable Law against the Borrowers in respecammy payment of Guaranteed Obligations.

(b) No SubrogationNotwithstanding any payment or payments by anthefGuarantors hereunder, or any set-off or agiitin of funds
of any of the Guarantors by the Administrative Agenany other Guaranteed Party, or the receipngfamounts by the Administrative
Agent or any other Guaranteed Party with respeahtoof the Guaranteed Obligations, none of ther@ars shall be entitled to be
subrogated to any of the rights of the Administmthgent or any other Guaranteed Party againdBtineowers or the other Guarantors or
against any collateral security held by the Admiaisve Agent or any other Guaranteed Party forpéagment of the Guaranteed Obligations
nor shall any of the Guarantors seek any reimbueséfnom the Borrowers or any of the other Guarnemito respect of payments made by
such Guarantor in connection with the Guaranteddy&ions, until all amounts owing to the Adminative Agent and the other Guaranteed
Parties on account of the Guaranteed Obligatiompaid in full and the Commitments are terminatedny amount shall be paid to any
Guarantor on account of such subrogation rightsygttime when all of the Guaranteed Obligationsl stea have been paid in full, such
amount shall be held by such Guarantor in trustfferAdministrative Agent, segregated from otherdfiof such Guarantor, and shall,
forthwith upon receipt by such Guarantor, be turoeer to the Administrative Agent in the exact foreeeived by such Guarantor (duly
endorsed by such Guarantor to the Administrativerfgif required) to be applied against the GuaahtObligations, whether matured or
unmatured, in such order as set forth in the Crkgiieement.

SECTION 2.4 Nature of Guaranty

(a) Each Guarantor agrees that this Guarardycbntinuing, unconditional guaranty of paymemt performance and not of collection, and
that its obligations under this Guaranty shall hepry, absolute and unconditional, irrespectiveanfd unaffected by:

(i) the genuineness, validity, regularity, @aeability or any future amendment of, or changethie Credit Agreement or any other Loan
Document or any other agreement, document or ime&tnti to which the Borrowers or any Guarantor inay become a party;

(ii) the absence of any action to enforce @isranty, the Credit Agreement or any other Loanudnent or the waiver or consent by
Administrative Agent or any other Guaranteed Paiith respect to any of the provisions of this Gudyathe Credit Agreement or any
other Loan Document;

(iii) the existence, value or condition of,failure to perfect its Lien against, any secufiyor other guaranty of the Guaranteed
Obligations or any action, or the absence of any




action, by the Administrative Agent or any otheraBanteed Party in respect of such security or giya@ncluding, without limitation, the
release of any such security or guaranty); or

(iv) any other action or circumstances whidghmotherwise constitute a legal or equitable ldisge or defense of a surety or guarantor;

it being agreed by each Guarantor that, subjetttedirst sentence of Section 2.2s obligations under this Guaranty shall notliseharged
until the final indefeasible payment and performegnn full, of the Guaranteed Obligations and #renination of the Commitments.

(b) Each Guarantor represents, warrants arekadhat its obligations under this Guaranty ateand shall not be subject to any
counterclaims, offsets or defenses of any kindgjothan the defense of payment) against the Adtrétiige Agent, the other Guaranteed
Parties or the Borrowers whether now existing oictvimay arise in the future.

(c) Each Guarantor hereby agrees and ackngesethat the Guaranteed Obligations, and any afi tehall conclusively be deemed to
have been created, contracted or incurred, or redggxtended, amended or waived, in reliance upisrGuaranty, and all dealings between
the Borrowers and any of the Guarantors, on thehanel, and the Administrative Agent and the otheai@nteed Parties, on the other hand,
likewise shall be conclusively presumed to havenldesel or consummated in reliance upon this Guaranty

SECTION 2.5 WaiversTo the extent permitted by law, each Guarantpressly waives all of the following rights and defes (and
agrees not to take advantage of or assert anyrghttor defense):

(a) any rights it may now or in the future bainder any statute, or at law or in equity, oeotlise, to compel the Administrative Agent or
any other Guaranteed Party to proceed in respabedbuaranteed Obligations against the Borroweasny other Person or against any
security for or other guaranty of the payment aedgymance of the Guaranteed Obligations beforeg®ding against, or as a condition to
proceeding against, such Guarantor;

(b) any defense based upon the failure oAthainistrative Agent or any other Guaranteed Partyommence an action in respect of the
Guaranteed Obligations against the Borrowers, Sugrantor, any other guarantor or any other Pessamy security for the payment and
performance of the Guaranteed Obligations;

(c) any right to insist upon, plead or in angnner whatever claim or take the benefit or achgmbf, any appraisal, valuation, stay,
extension, marshalling of assets or redemption,lawexemption, whether now or at any time hereaftéorce, which may delay, prevent or
otherwise affect the performance by such Guarasftits obligations under, or the enforcement byAldeninistrative Agent or the other
Guaranteed Parties of this Guaranty;

(d) any right of diligence, presentment, dedhgotest and notice (except as specifically negiherein) of whatever kind or nature with
respect to any of the Guaranteed Obligations andesato the extent permitted by Applicable Lavie benefit of all provisions of law whit
are or might be in conflict with the terms of tidsiaranty; and

(e) any and all right to notice of the creatibenewal, extension or accrual of any of the @oted Obligations and notice of or proof of
reliance by the Administrative Agent or any othera@nteed Party upon, or acceptance of, this Gtyaran
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Each Guarantor agrees that any notice ortilleegiven at any time to the Administrative Agentany other Guaranteed Party which is
inconsistent with any of the foregoing waivers shalnull and void and may be ignored by the Adstiaitive Agent or such other Guarani
Party, and, in addition, may not be pleaded opihiced as evidence in any litigation relating is Buaranty for the reason that such plea
or introduction would be at variance with the verttterms of this Guaranty, unless the Administeafigent and the Requisite Lenders have
specifically agreed otherwise in writing. The foogwy waivers are of the essence of the transactotemplated by the Credit Agreement .
the other Loan Documents and, but for this Guarantysuch waivers, the Administrative Agent andds¥a would decline to enter into the
Credit Agreement and the other Loan Documents.

SECTION 2.6 Madification of Loan Documents; eNeither the Administrative Agent nor any otheraBanteed Party shall incur any
liability to any Guarantor as a result of any & fbllowing, and none of the following shall impair release this Guaranty or any of the
obligations of any Guarantor under this Guaranty:

(a) any change or extension of the mannecgpta terms of payment of, or renewal or alteratiball or any portion of, the Guaranteed
Obligations;

(b) any action under or in respect of the @r&dreement or the other Loan Documents in the@se of any remedy, power or privilege
contained therein or available to any of them at a equity or otherwise, or waiver or refrainifigm exercising any such remedies, powers
or privileges;

(c) any amendment to, or modification of, ityananner whatsoever, the Loan Documents;

(d) any extension or waiver of the time forfpemance by any Guarantor, any other guaranterBtbrrowers or any other Person of, or
compliance with, any term, covenant or agreemeritsgpart to be performed or observed under a [acument, or waiver of such
performance or compliance or consent to a faildiremdeparture from, such performance or compkanc

(e) the taking and holding of security or atdral for the payment of the Guaranteed Obligatamthe sale, exchange, release, disposal of,
or other dealing with, any property pledged, magtghor conveyed, or in which the Administrative Ager the other Guaranteed Parties |
been granted a Lien, to secure any IndebtednemsyoGuarantor, any other guarantor or the Borrowetke Administrative Agent or the
other Guaranteed Parties;

(f) the release of anyone who may be liablarip manner for the payment of any amounts oweanlyyGuarantor, any other guarantor or
the Borrowers to the Administrative Agent or anfiestGuaranteed Party;

(9) any maodification or termination of thertex of any intercreditor or subordination agreenmemsuant to which claims of other creditors
of any Guarantor, any other guarantor or the Boersvare subordinated to the claims of the Admiaiiste Agent or any other Guaranteed
Party; or

(h) any application of any sums by whomeved jpa however realized to any Guaranteed Obligationing by any Guarantor, any other
guarantor or the Borrowers to the AdministrativeeAgor any other Guaranteed Party in such mannteasdministrative Agent or any ott
Guaranteed Party shall determine in its reasordibtzetion.

SECTION 2.7 Demand by the Administrative Agelnt addition to the terms set forth in this Aréidl and in no manner imposing any
limitation on such terms, if all or any portiontbe then outstanding Guaranteed Obligations argtto be immediately due and payable,
then the Guarantors




shall, upon demand in writing therefor by the Adistirative Agent to the Guarantors, pay all or spottion of the outstanding Guaranteed
Obligations due hereunder then declared due anabfmy

SECTION 2.8 RemediedJpon the occurrence and during the continuan@mpfEvent of Default, with the consent of the Rsitg
Lenders, the Administrative Agent may, or uponrénguest of the Requisite Lenders, the Administeafigent shall, enforce against the
Guarantors their obligations and liabilities herdemand exercise such other rights and remediegmgde available to the Administrative
Agent hereunder, under the Credit Agreement oother Loan Documents or otherwise.

SECTION 2.9 Benefits of Guarantfhe provisions of this Guaranty are for the b#érméfthe Administrative Agent and the other
Guaranteed Parties and their respective permitteckessors, transferees, endorsees and assigngthimy herein contained shall impair, as
between the Borrowers, the Administrative Agent Hiredother Guaranteed Parties, the obligationk@Borrowers under the Loan
Documents. In the event all or any part of the @oeaed Obligations are transferred, endorsed dagreesss by the Administrative Agent or any
other Guaranteed Party to any Person or Persguerastted under the Credit Agreement, any referéa@n “Administrative Agent”, or
“Guaranteed Party” herein shall be deemed to exferlly to such Person or Persons.

SECTION 2.10 Termination; Reinstatement

(a) Subject to clause (c) below, this Guaratigil remain in full force and effect until aletlGuaranteed Obligations and all the obligat
of the Guarantors shall have been paid in full fiedCommitments terminated.

(b) No payment made by the Borrowers, any &utar, or any other Person received or collectethbyAdministrative Agent or any other
Guaranteed Party from the Borrowers, any Guaraatany other Person by virtue of any action orcpaaling or any set-off or appropriation
or application at any time or from time to timer@duction of or in payment of the Guaranteed Oliligs shall be deemed to modify, reduce,
release or otherwise affect the liability of anyaBantor hereunder which shall, notwithstanding sungh payment (other than any payment
made by such Guarantor in respect of the obligatairthe Guarantors or any payment received oeciat from such Guarantor in respect of
the obligations of the Guarantors), remain liablethe obligations of the Guarantors up to the maxn liability of such Guarantor hereunder
until the Guaranteed Obligations and all the oliiayes of the Guarantors shall have been paid irefull the Commitments terminated.

(c) Each Guarantor agrees that, if any paymeate by the Borrowers or any other Person appdi¢ide Guaranteed Obligations is at any
time annulled, set aside, rescinded, invalidated|aded to be fraudulent or preferential or otheearequired to be refunded or repaid, or is
repaid in whole or in part pursuant to a good fa#ttlement of a pending or threatened claim, eptioceeds of any Collateral are required to
be refunded by the Administrative Agent or any ofBearanteed Party to the Borrowers, their respe@states, trustees, receivers or any
other Person, including, without limitation, any &antor, under any Applicable Law or equitable eatisen, to the extent of such paymer
repayment, each Guarantor’s liability hereunded (@my Lien or Collateral securing such liabilityla#l be and remain in full force and effect,
as fully as if such payment had never been madg,ifaprior thereto, this Guaranty shall have beanceled or surrendered (and if any Lie
Collateral securing such Guarantor’s liability herder shall have been released or terminated byevrf such cancellation or surrender), this
Guaranty (and such Lien or Collateral) shall bastited in full force and effect, and such priaraadlation or surrender shall not diminish,
release, discharge, impair or otherwise affecottigations of such Guarantor in respect of the @mof such payment (or any Lien or
Collateral securing such obligation).




SECTION 2.11 Payment®ayments by the Guarantors shall be made to dneifistrative Agent, to be credited and applieth®
Guaranteed Obligations in accordance with Sectifh af the Credit Agreement, in immediately availablellBrs to an account designatec
the Administrative Agent or at the Administrativgént’s Office or at any other address that maypeeified in writing from time to time by
the Administrative Agent.

ARTICLE Il
REPRESENTATIONS AND WARRANTIES

To induce the Administrative Agent and the ders to extend credit under the Credit Agreemedtthe other Loan Documents, each
Guarantor hereby represents and warrants that:

SECTION 3.1 Organization, etSuch Guarantor (a) is a corporation, partnershigther form of legal entity, validly organizeddan
existing and in good standing under the laws ofighisdiction of its incorporation or organizaticas the case may be, (b) has all requisite
corporate or other power and authority to carryteusiness as now conducted, (c) is duly qudliftedo business and is in good standing as
a foreign corporation or foreign partnership (omparable foreign qualification, if applicable, metcase of any other form of legal entity), as
the case may be, in each jurisdiction where theraaif its business requires such qualificatiomegx where the failure to so qualify will not
have a Material Adverse Effect and (d) has full poand authority and holds all requisite mater@legnmental licenses, permits and other
approvals to enter into and perform its obligatiander this Agreement and each other Loan Docutoenhich it is a party and to own or
hold under lease its Property and to conduct is$nass substantially as currently conducted by it.

SECTION 3.2 Due Authorization; N@bontravention, etc The execution, delivery and performance by sughr@ntor of this Guaranty
are within such Guarantor’s corporate, partnershippmparable powers, as the case may be, havedogeauthorized by all necessary
corporate, partnership or comparable and, if regijistockholder action, as the case may be, amdti@) contravene the Organic Docume
of such Guarantor; (b) contravene any material Eatute, rule or regulation binding on or affegtsuch Guarantor; (c) except as set forth on
Schedule 3.02(®f the Credit Agreement, violate or result in azdgf or event of default or an acceleration of agiits or benefits under any
material indenture, agreement or other instrumextibg upon such Guarantor; or (d) result in, @yuiee the creation or imposition of, any
Lien on any material asset of such Guarantor, éXdeps created under the Loan Documents.

SECTION 3.3 Governmental Approval, Regulatiete, Except as set forth on Schedule 300&he Credit Agreement, no consent,
authorization or approval or other action by, anchotice to or filing with, any Governmental Autitgror regulatory body or other Person is
required for the due execution, delivery or perfane by such Guarantor of this Agreement excefit asthave been obtained or made and
are in full force and effect and except filings eesary to perfect Liens under the Security Docusent

SECTION 3.4 Validity, etc This Agreement has been duly executed and deliMey such Guarantor and constitutes, and each lotiag
Document to which such Guarantor is a party witl tlhe due execution and delivery thereof and assyithie due execution and delivery of
this Agreement by each of the other parties heostostitute, the legal, valid and binding obligatmf such Guarantor enforceable in
accordance with its respective terms, subjectaceffect of bankruptcy, insolvency, reorganizatimoratorium or similar laws affecting the
enforceability of creditors’ rights generally ardgeneral principles of equity.
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SECTION 3.5 Litigation Except as set forth oan Schedule 3®@e Credit Agreement, there is no pending othéoknowledge of such
Guarantor, threatened litigation, action or pro@egdincluding, without limitation, any existing aew litigation relating to the Transactions)
affecting such Guarantor’s operations, propertiesjnesses, assets or prospects, or the abilitegfarties to consummate the transactions
contemplated hereby, which would have a Materiatékde Effect or which purports to affect the letyalvalidity or enforceability of this
Guaranty, any other Loan Document or the transastimntemplated by the Loan Documents.

SECTION 3.6 SolvencyAs of the Closing Date (or such later date uptictvsuch Guarantor became a party hereto) sucha@Giaa is
Solvent.

ARTICLE IV
MISCELLANEOUS

SECTION 4.1 NoticesAll notices and communications hereunder shafjilien to the addresses and otherwise made indexcoe with
Section 9.0Df the Credit Agreement; providélat notices and communications to the GuarantwaB lse directed to the Guarantors, at the
address of the Borrower Representative set foreiction 9.0bf the Credit Agreement.

SECTION 4.2 Amendments in WritindNone of the terms or provisions of this Guarangy be waived, amended, supplemented or
otherwise modified except in accordance with Seciid2of the Credit Agreement.

SECTION 4.3 Expenses; Indemnification; WaisE€onsequential Damages, etc

(a) Each Guarantor agrees to pay or reimbeaish Guaranteed Party and the Administrative Afyerdll its costs and expenses incurre
connection with enforcing or preserving any rigimsler this Guaranty and the other Loan Documenighioh such Guarantor is a party,
including, without limitation, the reasonable fegl disbursements of counsel (including the alkt&tes and expenses of in-house counsel)
to each Guaranteed Party and of counsel to the @idtrative Agent.

(b) Each Guarantor agrees to pay, and to tsevAdministrative Agent and the other Guaranteadi€s harmless from, any and all
liabilities with respect to, or resulting from asych Guarantor’s delay in paying, any and all staampise, sales or other taxes which may be
payable or determined to be payable in connectitim any of the transactions contemplated by thiai@nty.

(c) Each Guarantor agrees to pay, and to ttevAdministrative Agent and the other Guarantesdiés harmless from any and all
liabilities, obligations, losses, damages, pemglit@sts and expenses in connection with actiodgnents, suits, costs, expenses or
disbursements of any kind or nature whatsoever kg#pect to the execution, delivery, enforcemesrtfopmance and administration of this
Guaranty to the extent the Borrowers would be meguio do so pursuant to Section 9dd3he Credit Agreement.

(d) To the fullest extent permitted by AppliéaLaw, each Guarantor shall not assert, and gewelves, any claim against any
Indemnitee, on any theory of liability, for spegiadirect, consequential or punitive damages (gmeed to direct or actual damages) arising
out of, in connection with, or as a result of, tBigaranty, any other Loan Document or any agreemeinstrument contemplated hereby or
the transactions contemplated hereby or therebynblemnitee referred to in this Section 4l be liable for any damages arising from the
use by unintended recipients of any informationther materials distributed by it through telecomations, electronic or other
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information transmission systems in connection whik Guaranty or the other Loan Documents or idwestactions contemplated hereby or
thereby.

(e) Al amounts due under this Section shalphyable promptly after demand therefor.

SECTION 4.4 Right of Setff . If an Event of Default shall have occurred andbetinuing, each Guaranteed Party and its Afékat
hereby authorized at any time and from time to fiafter obtaining the prior written consent of th@éministrative Agent, to the fullest extent
permitted by Applicable Law, to set off and apphyand all deposits (general or special, time onaled, provisional or final, in whatever
currency) at any time held and other obligationsahatever currency) at any time owing by such @ued Party or any such Affiliate to or
for the credit or the account of such Guarantoiregany and all of the obligations of such Guasanbw or hereafter existing under this
Guaranty or any other Loan Document to such GueeahParty, irrespective of whether or not such &uaed Party shall have made any
demand under this Agreement or any other Loan Deatirand although such obligations of such Guaranty be contingent or unmatured
or are owed to a branch or office of such GuarahRaety different from the branch or office holdisigch deposit or obligated on such
indebtedness. The rights of each Guaranteed PadititAffiliates under this Section are in addititm other rights and remedies (including
other rights of setoff) that such Guaranteed Pariys Affiliates may have. Each Guaranteed Pagtges to notify such Guarantor and the
Administrative Agent promptly after any such setarfid application; providethat the failure to give such notice shall not eiffdne validity of
such setoff and application.

SECTION 4.5 Governing Law; Jurisdiction; Ven&ervice of Process

(a) _Governing LawThis Guaranty shall be governed by, and constimedcordance with, the law of the State of Newkyo

(b) _Submission to Jurisdictiofeach Guarantor irrevocably and unconditionallmiis, for itself and its property, to the nonexiue
jurisdiction of the courts of the State of New Yaiking in New York County and of the United Staf®istrict Court of the Southern Distr
of New York, and any appellate court from any tleéren any action or proceeding arising out of @ating to this Guaranty or any other Lt
Document, or for recognition or enforcement of ardgment, and each of the parties hereto irrevgcaitl unconditionally agrees that all
claims in respect of any such action or proceediag be heard and determined in such New York $taiet or, to the fullest extent permit
by Applicable Law, in such Federal court. Eachhaf parties hereto agrees that a final judgmentynsach action or proceeding shall be
conclusive and may be enforced in other jurisdigiby suit on the judgment or in any other manmevided by law. Nothing in this
Guaranty or in any other Loan Document shall aféawt right that the Administrative Agent or anyatiGuaranteed Party may otherwise
have to bring any action or proceeding relatinthts Guaranty or any other Loan Document againgtGumarantor or its properties in the
courts of any jurisdiction.

(c) Waiver of VenueEach Guarantor irrevocably and unconditionallywes, to the fullest extent permitted by Applicahbav, any
objection that it may now or hereafter have tol#yéng of venue of any action or proceeding arising of or relating to this Guaranty or any
other Loan Document in any court referred to iragaaph (b) of this Section. Each of the partiegtoehereby irrevocably waives, to the
fullest extent permitted by Applicable Law, the eigde of an inconvenient forum to the maintenansicli action or proceeding in any such
court.

(d) Service of Proces&ach party hereto irrevocably consents to semigrocess in the manner provided for noticesdati®n 9.01of
the Credit Agreement. Nothing in this Guaranty \&fflect the right of any party hereto to serve pgscin any other manner permitted by
Applicable Law.
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SECTION 4.6 Waiver of Jury TriaEACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TOHE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING D THIS GUARANTY OR ANY OTHER LOAN DOCUMENT OR
THE TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY (WETHER BASED ON CONTRACT, TORT OR ANY OTHER
THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO RIRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PERSON HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THFBUCH OTHER PERSON WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AN (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES
HERETO HAVE BEEN INDUCED TO ENTER INTO THIS GUARANYT AND THE OTHER LOAN DOCUMENTS BY, AMONG
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONSN THIS SECTION.

SECTION 4.7 No Waiver by Course of Conducti@iative RemediesNeither the Administrative Agent nor any otheraGanteed Party
shall by any act (except by a written instrumentspant to Section 4.2 delay, indulgence, omission or otherwise be d=bto have waived
any right or remedy hereunder or to have acquiestady Default or Event of Default. No failureegercise, nor any delay in exercising on
the part of the Administrative Agent or any othaera@anteed Party, any right, power or privilege heder shall operate as a waiver thereof.
No single or partial exercise of any right, powepavilege hereunder shall preclude any othemsthier exercise thereof or the exercist
any other right, power or privilege. A waiver byetAdministrative Agent or any other GuaranteedyPairany right or remedy hereunder on
any one occasion shall not be construed as a tzarytoight or remedy which the Administrative Agentsuch other Guaranteed Party would
otherwise have on any future occasion. The rightsramedies herein provided are cumulative, magxeecised singly or concurrently and
are not exclusive of any other rights or remediesided by law.

SECTION 4.8 Successors and Assigihhis Guaranty shall be binding upon the succssasod assigns of each Guarantor and shall int
the benefit of each Guarantor (and shall bind etsBns who become bound as a Guarantor under tlaisa@ty), the Administrative Agent &
the other Guaranteed Parties and their successdrasaigns; providetthat no Guarantor may assign, transfer or deleyajeof its rights or
obligations under this Guaranty without the priaitien consent of the Administrative Agent and tlemders (except as otherwise provided
by the Credit Agreement).

SECTION 4.9 Survival of IndemnitietNotwithstanding any termination of this Guararheg indemnities to which the Administrative
Agent and the other Guaranteed Parties are entitlddr the provisions of Section 48d any other provision of this Guaranty and tleot
Loan Documents shall continue in full force andeeffand shall protect the Administrative Agent #melother Guaranteed Parties against
events arising after such termination as well dsrbe

SECTION 4.10 Titles and Captiongitles and captions of Articles, Sections andsaaions in, and the table of contents of, thisr&uoty
are for convenience only, and neither limit nor &fpphe provisions of this Guaranty.

SECTION 4.11 Severability of Provision&ny provision of this Guaranty or any other Ldaecument which is prohibited or
unenforceable in any jurisdiction shall, as to sjclsdiction, be ineffective only to the extentsafch prohibition or unenforceability without
invalidating the remainder of such provision or tamaining provisions hereof or thereof or affegtihe validity or enforceability of such
provision in any other jurisdiction.

SECTION 4.12 Counterpart¥ his Guaranty may be executed in any number ohtparts and by different parties hereto in separ
counterparts, each of which when so executed bealeemed
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to be an original, and all of which taken togetieall constitute one and the same agreement. Dglofean executed counterpart of a
signature page to this Guaranty by facsimile oep#iectronic transmission shall be effective dively of a manually executed counterpart
of this Guaranty.

SECTION 4.13 IntegrationThis Guaranty comprises the complete and intedragreement of the parties on the subject magterohand
thereof and supersedes all prior agreements, wigite@ral, on such subject matter. In the everstnyf conflict between the provisions of this
Guaranty and those of any other Loan Documentptbeisions of the Credit Agreement shall contrebyidedthat any provision of the any
other Loan Document which imposes additional busdemany Guarantor or further restricts the riglitany Guarantor or gives the
Administrative Agent or other Guaranteed Partieditamhal rights shall not be deemed to be in cahfiir inconsistent with this Guaranty and
shall be given full force and effect.

SECTION 4.14 Advice of Counsel, No Strict Cioustion. Each of the parties represents to each othey pareto that it has discussed
this Guaranty with its counsel. The parties hehatee participated jointly in the negotiation andfting of this Guaranty. In the event an
ambiguity or question of intent or interpretatiarsas, this Guaranty shall be construed as if edgjitintly by the parties hereto and no
presumption or burden of proof shall arise favornglisfavoring any party by virtue of the authapsbf any provisions of this Guaranty.

SECTION 4.15 Acknowledgement&ach Guarantor hereby acknowledges that:

(a) neither the Administrative Agent nor artlyey Guaranteed Party has any fiduciary relatignsliih or duty to any Guarantor arising ¢
of or in connection with this Guaranty or any of ither Loan Documents, and the relationship bettke Guarantors, on the one hand, and
the Administrative Agent and the other Guaranteadi€s, on the other hand, in connection herewittherewith is solely that of debtor and
creditor; and

(b) no joint venture is created hereby orlyy dther Loan Documents or otherwise exists byieidf the transactions contemplated hereby
among the Lenders or among the Guarantors andeheels.

SECTION 4.16 Releasest such time as the Guaranteed Obligations (dtien Hedging Obligations) shall have been pailirand the
Commitments have been terminated, this Guarantyalimibligations (other than those expressly stédeslirvive such termination) of the
Administrative Agent and each Guarantor hereuntdall serminate, all without delivery of any instrent or performance of any act by any
party.

SECTION 4.17 Additional GuarantarEach Subsidiary of a Borrower that is requiredéoome a party to this Guaranty pursuant to
Section 5.16®f the Credit Agreement shall become a Guarantoalfgurposes of this Guaranty upon executiondelivery by such
Subsidiary of a supplement in form and substantisfaetory to the Administrative Agent.

[Signature Pages to Follow]
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IN WITNESS WHEREOF, each of the Guarantorséxaescuted and delivered this Guaranty under settidiy duly authorized officers, all
as of the day and year first above written.

CONSOLIDATED COMMUNICATIONS HOLDINGS, INC., a
Guarantor

By: /s/ Steven L. Childers
Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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CONSOLIDATED COMMUNICATIONS PUBLIC
SERVICES, INC., as Guarantor

By: /s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS MARKET
RESPONSE, INC., as Guarantor

By: /s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS OPERATOR
SERVICES, INC., as Guarantor

By: /s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS NETWORK
SERVICES, INC., as Guarantor

/s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS MOBILE
SERVICES, INC., as Guarantor

/s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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CONSOLIDATED COMMUNICATIONS BUSINESS
SYSTEMS, INC., as Guarantor

By: /s/ Steven L. Childers
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS VENTURES
COMPANY, as Guarantor

By: /s/ Steven L. Childers
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS SERVICES
COMPANY, as Guarantor

By: /s/ Steven L. Childers
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS TELECOM
SERVICES OF TEXAS COMPANY, as Guarantor

By: /s/ Steven L. Childers
Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS OF FORT BEND
COMPANY, as Guarantor

By: /s/ Steven L. Childers
Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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CONSOLIDATED COMMUNICATIONS OF TEXAS
COMPANY, as Guarantor

/s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

CONSOLIDATED COMMUNICATIONS TRANSPORT
COMPANY, as Guarantor

s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

NORTH PITTSBURGH TELEPHONE COMPANY, ¢
Guarantor

By: /s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

PENN TELECOM, INC., as Guarantor

By: /s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

PINNATECH, INC., as Guarantor

By: /s/ Steven L. Childers

Steven L. Childer
Chief Financial Office

[Signature Pages Continue]
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WACHOVIA BANK, NATIONAL ASSOCIATION, as
Administrative Agent

By: /s/ Marc Birenbaum

Marc Birenbaun
Director

[Consolidated Communications Guaranty Agreement]






Exhibit 10.12

EMPLOYMENT SECURITY AGREEMENT

THIS EMPLOYMENT SECURITY AGREEMENT (the “Agreeent”) is entered into this day of , 200
between Consolidated Communications Holdings, ln®gelaware corporation (the “Company”), and (“Employee”.

Employee is employed by the Company or onigsafrholly-owned subsidiaries (referred to colleety as the “Company”) and the
Company desires to provide certain security to Eiyg@ in connection with any potential change inticof the Company. Accordingly, the
Company and Employee, for good and valuable corsida, the receipt and sufficiency of which arediy acknowledged, hereby agree as
follows:

1. Payments and Benefits Upon a Change in Contrclf within two (2) years after a Change in Contra$ @defined below), (i) the Company
shall terminate Employee’s employment with the Campwithout Cause (as defined below), or (ii) Enyele shall voluntarily terminate
such employment with Good Reason (as defined belin)Company shall provide the benefits and, withirty (30) days of Employee’s
Employment Termination (as defined below), makepagments, described belo

(a) _Cash PaymeniThe Company shall make a lump sum cash paymdaindoyee equal to [for Vice President-level empley, insert:
“Employee’s annual base salary” ] [for Directordé¢employees, insert: “one-half of Employee’s antnzse salary] at the rate in
effect on the date of Employment Terminati

(b) _ShortYear Bonus The Company shall make a lump sum cash paymdainfdoyee equal to a pro rata portion (based om#te on
which Employee’s Employment Termination occurs)haf average of the annual amounts paid to Emplogder all annual cash-
based incentive or bonus plans or arrangementedfbmpany, with respect to the last three fudldisears of Employee’s
participation in such plans or arrangements padernployment Termination. If Employee’s number wif fiscal years of
participation in any such plan or arrangementss than three, the average amount shall be caddudet the average of the annual
amounts paid to Employee over the number of fattdl years of Employ’s participation in the plan or arrangeme

(c) Welfare Benefit PlansWith respect to each Welfare Benefit Plan (agnéefbelow), for the period beginning on Employee’s
Employment Termination and ending on the earligfi)dfor Vice President-level employees, insedné year” ] [for Director-level
employees, insert: “six months” ] following Emplaye Employment Termination, or (ii) the date Em@eybecomes covered by a
welfare benefit plan or program maintained by atitynther than the Company which provides coveraigleenefits at least equal, in
all respects, to such Welfare Benefit Plan, Empdosteall continue to participate in such Welfare &grdPlan on the same basis and
at the same cost to Employee as was the case iratalydprior to the Change in Control, or, if anynbét or coverage cannot be
provided under a Welfare Benefit Plan because plieable law or contractual provisior

-1-




(d)

Employee shall be provided with substantiallyilar benefits and coverage for such period. édiately following the expiration of
the continuation period required by the precedemgence, Employee shall be entitled to continuedighealth benefit plan covera
(so-called “COBRA coverage”) in accordance witht&sc4980B of the Internal Revenue Code of 198@&rasnded (the “Code”), it
being intended that COBRA coverage shall be corisecto the benefits and coverage provided fohmpreceding sentenc

Salary to Date of Employment Terminatiothe Company shall pay to Employee any unpaidgalaother compensation of any
kind earned with respect to any period prior to Eppe’s Employment Termination and a lump sum gasment for accumulated
but unused vacation earned through such Employmexmination.

2. Definitions. For purposes of this Agreeme

(@)

(b)

“Cause” shall mean: (i) the conviction jpleading guilty to, or confessing or otherwise ating to any felony or any act of fraud,
misappropriation or embezzlement; (ii) the actmission by Employee involving malfeasance or gresgligence in the
performance of Employeg'duties and responsibilities to the material degrit of the Company; or (iii) the breach of anyvsimn of
any code of conduct adopted by the Company whighiepto the Company if the consequence to sudatiam for any Employee
subject to such code of conduct ordinarily wouldaltermination of his or her employment by the Camp

(i) “Good Reasc” shall exist if:

a. there is any reduction after the Changeciffe Date (as defined below) in Employee’s basargand/or bonus opportunity
without Employe’s express written consel

b. thereis any reduction after the Changediffe Date in the scope, importance or prestigéroployee’s duties,
responsibilities or powers at the Company withouployee s express written consent;

c. the Company transfers Employee’s primarykugite to a new primary work site which is morertt3® miles (measured
along a straight line) from Employee’s then curnentnary work site unless such new primary work stcloser (measured
along a straight line) to Employ’s primary residence than Emplo’s then current primary work sit

(il Notwithstanding the foregoing, no such act or orisshall be treated ¢ Good Reasc” under this Agreement unles

a. (1) within 90 days of such act, Employeévees$ to the Director — Human Resources a detaileiten statement of the
basis fot
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(©

Employee’s belief that such act or omissionstitutes Good Reason, (2) Employee gives the @agnp thirty (30) day
period after the delivery of such statement to ¢heebasis for such belief and (3) Employee agtugalbmits his or her
written resignation to the Director — Human Resesrduring the sixty (60) day period which beginsiediately after the
end of such thirty (30) day period;

the Company states in writing to Employest EBmployee has the right to treat any such aotrassion as Good Reason
under this Agreement and Employee actually subhnié®r her written resignation to the Director —rhfan Resources
during the sixty (60) day period which starts otedguch statement is actually delivered to Emplo

“Change in Control” shall mean a changeantrol of the Company of a nature that would kgueed to be reported in response to
Item 6(e) of Schedule 14A of Regulation 14A pronatdgl under the 1934 Act as in effect at the timguch “change in control”,
provided that such a change in control shall bemekto have occurred on the earliest to occur pfodithe following:

(i)

(ii)

(iii)

(iv)

any “person” (as that term is used in Sewi13(d) and 14(d)(2) of the 1934 Act), other tharfaffiliate” (as that term is
defined in Section 5 of Article 1V of the Compangmended and restated certificate of incorporatdijichard A. Lumpkin,
is or becomes the beneficial owner (as definedule R3d3 under the 1934 Act) directly or indirectly, otseities representin
a majority of the combined voting power for elentiaf directors of the then outstanding securitiethe Company or any
successor to the Compat

during any period of two consecutive yeardess, individuals who at the beginning of spehiod constitute the Board cease,
for any reason, to constitute at least a majoffitthe Board, unless the election or nominationdiection of each new director
was approved by a vote of at least -thirds of the directors then still in office who reedirectors at the beginning of the per

the shareholders of the Company approve any aatgtion, merger, consolidation or share exchasge result of which the
common stock of the Company shall be changed, ctatver exchanged into or for securities of anotfweporation (other the
a merger with a wholly-owned subsidiary of the Camyg or any dissolution or liquidation of the Compar any sale or the
disposition of 50% or more of the assets or businéshe Company; ¢

shareholders of the Company approve anyganization, merger, consolidation or share exghamless (A) the persons who
were the
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beneficial owners of the outstanding shaféhecommon stock of the Company immediately kefoe consummation of such
transaction beneficially own at least a majoritytte# outstanding shares of the common stock oftileeessor or survivor
corporation in such transaction immediately follogithe consummation of such transaction and (Bhtheber of shares of
common stock of such successor or survivor corfmrédteneficially owned by the persons describe8 &{c)(iv)(A)
immediately following the consummation of such #action is beneficially owned by each such peresubstantially the sar
proportion that each such person had beneficiallyeal shares of the Company common stock immediatflyre the
consummation of such transaction, provided (C)ttreentage described in 8 2(c)(iv)(A) of the beriafly owned shares of tt
successor or survivor corporation and the numbseriteed in 8 2(c)(iv)(B) of the beneficially ownsHares of the successor or
survivor corporation shall be determined exclusiv®l reference to the shares of the successomaiveu corporation which
result from the beneficial ownership of sharesahmon stock of the Company by the persons descibg8®(c)(iv)(A)
immediately before the consummation of such tratiac

(d) *“Change Effective Date” shall mean either tate which includes the “closing” of the tratgacwhich makes a Change in Control
effective if the Change in Control is made effeettiirough a transaction which has a “closing” erdlate a Change in Control is
reported in accordance with applicable law as &ffedo the Securities and Exchange Commissionef@hange in Control is made
effective other than through a transaction whick &“ closin¢”.

(e) “Employment Termination” shall mean theeetfve date of: (i) Employee’s voluntary terminatiof employment with the Company
with Good Reason; or (ii) the termination of Empm€’'s employment by the Company without Good Ca

(H “Welfare Benefit Plan” shall mean each veedf benefit plan maintained or contributed to ly@ompany, including, but not limited
to a plan that provides health (including medicad dental), life, accident or disability benefitsimsurance, or similar coverage, in
which Employee was participating immediately ptiothe date of the Change in Conti

3. Payment Delayed in Certain CircumstancedNotwithstanding anything in this Agreement to tleatcary, if at Employee’s Employment
Termination Employee is a “Key Employee” as defiire@ection 416(i) of the Internal Revenue CoddHuiit reference to paragraph 5
thereof), to the extent any amounts payable to Byga pursuant to this Agreement are subject ta@ed09A of the Internal Revenue
Code, payment of such amounts shall not be madlesixntnonths following Employe’'s Employment Terminatiol
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. Mitigation and Set-Off. Employee shall not be required to mitigate Emplé&yeamages by seeking other employment or otherwise
Except as provided in Section 1(c) of this Agreemtre Company’s obligations under this Agreeméailnot be reduced in any way by
reason of any compensation or benefits receivetbfegone) by Employee from sources other tharCin@pany after Employee’s
Employment Termination, or any amounts that migitehbeen received by Employee in other employmadttmployee sought such
other employment. Employee’s entitlement to besefitd coverage under this Agreement shall contiftiee, and shall not be affected by,
Employee’s obtaining other employment after his Expment Termination, provided that any such ber@fitoverage shall not be
furnished if Employee expressly waives the spe&i@nefit or coverage by giving written notice ofivea to the Company

. Restrictive Covenants While Employee is employed by the Company and far gear following any Employment Termination, Enygle
shall not be associated, directly or indirectlyaasemployee, proprietor, stockholder, partnernggepresentative, officer, or otherwise,
with the operation of any business that is comipetivith any line of business of the Company foiichhEmployee has provided
substantial services, in any geographic area ichvbiich line of business was active at the timenoployee’s Employment Termination,
without the prior written consent of the Companyjat shall not unreasonably be withhe

. No Solicitation of Customers, Representatives, Agénor Employees Employee agrees that he shall not, while Emplogesriployed
by the Company and for one year following any Emgpient Termination, directly or indirectly, in hisdividual capacity or otherwise,
induce, cause, persuade, or attempt to do anyedbtiegoing in order to cause, any customer, reptasive, agent or employee of the
Company to terminate such person’s relationship thie Company or to violate the terms of any agesdrhetween said customer,
representative, agent or employee and the Com|

. Confidentiality. Employee acknowledges that preservation of a coiminbusiness relationship between the Companytamdistomers,
representatives, and employees is of critical itgyare to the continued business success of the &opnmgnd that it is the active policy of
the Company to guard as confidential the identitigsocustomers, trade secrets, pricing policiesitess affairs, representatives and
employees. In view of the foregoing, Employee agtbat he shall not, while employed by the Compamy thereafter, without the prior
written consent of the Company (which consent siailbe withheld unreasonably), disclose to angqeor entity any information
concerning the business of, or any customer, reptatve, agent or employee of, the Company whiak ebtained by Employee in the
course of his employment by the Company. This sacthall not be applicable if and to the extent Exyge is required to testify in a
legislative, judicial or regulatory proceeding puast to an order of Congress, any state or logidleture, a judge, or an administrative
law judge.

. Assignment; Successor<This Agreement may not be assigned by the Compdttput the written consent of Employee but the
obligations of the Company under this Agreemenl ffsathe binding legal obligations of any succesedche Company b
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10.

11.

12.

13.

14.

merger, consolidation or otherwise, and inghent of any business combination or transactiahrésults in the transfer or substantially
all of the assets or business of the Company, trepgany will cause the transferee to assume thgatiins of the Company under this
Agreement. This Agreement may not be assigned byl@rae during Employee’s life, and upon Employekath will inure to the
benefit of Employe’s heirs, legatees and legal representatives of @ma¢' s estate

Withholding. The Company may withhold from any payment that iteiquired to make under this Agreement amounfgiuit to
satisfy applicable withholding requirements undey federal, state or local la)

Amendment or Termination. This Agreement may be amended or terminated atiar@yby written agreement between the Company
and Employee

Financing. Cash and benefit payments under this Agreementahadtitute general obligations of the Company playee shall have
only an unsecured right to payment thereof ouhefgeneral assets of the Company. Notwithstantiiedgaregoing, the Company may,
by agreement with one or more trustees to be seldnt the Company, create a trust on such terrtigeaSompany shall determine to
make payments to Employee in accordance with timestef this Agreemen

Interpretation. The validity, interpretation, construction and peniance of this Agreement shall be governed byaiws of the State of
lllinois, without regard to the conflict of law priiples thereof

Severability. In the event that any provision or portion of tAgreement shall be determined to be invalid or foreeable for any
reason, the remaining provisions of this Agreenséall be unaffected thereby and shall remain inféute and effect

Other Agreements.This Agreement supersedes and cancels any prittewr oral agreements and understandings reladitfie terms
of this Agreement

IN WITNESS WHEREOF, the parties hereto have exetthis Agreement on the day and year first writibove.

Consolidated Communications Holdings, |

By:

Its: Employee







EXHIBIT 21

List of Subsidiaries of Consolidated Communication$loldings, Inc.

Unless otherwise noted, all subsidiaries are 1004ted by Consolidated Communications Holdings, Inc.

Subsidiary

Consolidated Communications, In

lllinois Consolidated Telephone Compe
Consolidated Communications Acquisition Texas, |
Consolidated Communications Ventures Comg.
Consolidated Communications of Texas Comg
Consolidated Communications of Fort Bend Comg
Consolidated Communications Services Comg.

Consolidated Communications Telecom Services oh&ompan'

Consolidated Communications Transport Comg
Consolidated Communications Network Services, |
Consolidated Communications Operator Services,
Consolidated Communications Business Systems,
Consolidated Communications Mobile Services, |
Consolidated Communications Public Services,
Consolidated Communications Market Response,
North Pittsburgh Systems, In

Consolidated Communications of North Pittsburgle, |
Pinnatech, Inc.

Penn Telecom, Inc

East Texas Fiber Line, Incorporated (63% owners

State of Incorporation

Illinois
Illinois
Delaware
Delaware
Texas
Texas
Texas
Texas
Texas
Delaware
Delaware
Delaware
Delaware
Illinois
Illinois
Pennsylvani
Pennsylvani
Pennsylvani
Pennsylvani
Texas






EXHIBIT 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement (Form S-8
No. 33:-135440) pertaining to the 2005 Long Term IncenfNan of Consolidated Communications Holdings, Inc.
of our reports dated March 14, 2008, with respet¢hé consolidated financial statements and sckeaful
Consolidated Communications Holdings, Inc., andetffiectiveness of internal control over financigporting of
Consolidated Communications Holdings, Inc., inctlidreits Annual Report (Form 10-K) for the year edd
December 31, 2007.

/sl Ernst & Young LLP

Chicago, lllinois
March 14, 200t






EXHIBIT 23.2

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference iniRegion Statement No. 333-135440 on Form S-8uof o
report dated February 22, 2008, relating to tharfaial statements of GTE Mobilnet of Texas #17 téahi
Partnership as of December 31, 2007 and 2006,@rehth of the three years in the period ended Deee31,
2007, appearing in this Annual Report on Form 16fiConsolidated Communications Holdings, Inc. fox year
ended December 31, 2007.

Atlanta, Georgia
March 14, 200t






EXHIBIT 31.1

Certification Pursuant To 18 U.S.C. ss. 1350, As Axgbted Pursuant To
Section 302 of the Sarbanes-Oxley Act of 2002

[, Robert J. Currey, certify that:

1. | have reviewed this annual report Form 1(-K of Consolidated Communications Holdings, It

2. Based on my knowledge, this report does not commjnuntrue statement of a material fact or omgtéte a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents
were made, not misleading with respect to the pec@vered by this repol

3. Based on my knowledge, the financial statement$ adimer financial information included in this repdairly
present in all material respects the financial dioml results of operations and cash flows ofrégistrant as of,
and for, the periods presented in this reg

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls
and procedures (as defined in Exchange Act Rulasl®8) and 15d-15(e)) and internal control oveaticial
reporting (as defined in Exchange Act Ru13e-15(f) and15¢-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduies to
designed under our supervision, to ensure thatriabileformation relating to the registrant, incing its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod
in which this report is being prepart

(b) Designed such internal control over financial réipgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the réfjabil
financial reporting and the preparation of finahstatements for external purposes in accordantte wi
generally accepted accounting principles,

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimeport
our conclusions about the effectiveness of thelalisce controls and procedures, as of the endegpéhiod
covered by this report based on such evaluatiah

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred
during the registrant’s most recent fiscal quaftiee registrant’s fourth fiscal quarter in the cagan
annual report) that has materially affected, oe&sonably likely to materially affect, the regisi's
internal control over financial reporting; a

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weaknesgethe design or operation of internal contradiov
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to regqubcess,
summarize and report financial information,

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significant
role in the registra’s internal control over financial reportir

/sl Robert J. Currey

Robert J. Currey
President and Chief Executive Officer
(Principal Executive Officer)

March 17, 200¢






EXHIBIT 31.2

Certification Pursuant To 18 U.S.C. ss. 1350, As Axgbted Pursuant To
Section 302 of the Sarbanes-Oxley Act of 2002

I, Steven L. Childers, certify that:

1. | have reviewed this annual report Form 1(-K of Consolidated Communications Holdings, It

2. Based on my knowledge, this report does not commjnuntrue statement of a material fact or omgtéte a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents
were made, not misleading with respect to the pec@vered by this repol

3. Based on my knowledge, the financial statement$ adimer financial information included in this repdairly
present in all material respects the financial ol results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this reg

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls
and procedures (as defined in Exchange Act Rulasl®8) and 15d-15(e)) and internal control oveaticial
reporting (as defined in Exchange Act Ru13e-15(f) and15¢-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduies to
designed under our supervision, to ensure thatriabileformation relating to the registrant, incing its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during theriod
in which this report is being prepart

(b) Designed such internal control over financial réipgr, or caused such internal control over finahcia
reporting to be designed under our supervisiopréwide reasonable assurance regarding the réfjabil
financial reporting and the preparation of finahstatements for external purposes in accordantte wi
generally accepted accounting principles,

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimeport
our conclusions about the effectiveness of thelalisce controls and procedures, as of the endegpéhiod
covered by this report based on such evaluatiah

(d) Disclosed in this report any change in the registsanternal control over financial reporting thatcurred
during the registrant’s most recent fiscal quaftiee registrant’s fourth fiscal quarter in the cagan
annual report) that has materially affected, oe&sonably likely to materially affect, the regisi's
internal control over financial reporting; a

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weaknesgethe design or operation of internal contradiov
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to regqubcess,
summarize and report financial information,

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significant
role in the registra’s internal control over financial reportir

/s/ Steven L. Childers

Steven L. Childers

Senior Vice President and Chief Financial Officer
(Principal Financial Officer and

Chief Accounting Officer)

March 17, 200¢






EXHIBIT 32.1

Certification Pursuant To 18 U.S.C. ss. 1350, As Axgbted Pursuant To
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adoptedi@otr$o Section 906 of the Sarbanes-Oxley Act 6220
(“Section 906"), Robert J. Currey and Steven L.I@d7s, President and Chief Executive Officer anéeCRinancial
Officer, respectively, of Consolidated Communicasiddoldings, Inc., each certify that to his knovgedi) the
Annual Report on Form 10-K for the fiscal year eshddecember 31, 2007 fully complies with the reguieats of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended and (i) the informationtaimred in sucl
report fairly presents, in all material respedtg, financial condition and results of operation€ohsolidated
Communications Holdings, Inc.

/s/ RoBERTJ. QURREY

Robert J. Currey
President and Chief Executive Officer
(Principal Executive Officer)

March 17, 2008

/s/  SEVEN L. CHILDERS

Steven L. Childers

Senior Vice President and Chief Financial Officer
(Principal Financial Officer and

Chief Accounting Officer)

March 17, 200¢



