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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

IN RE:

CITIZENS TELECOMMUNICATIONS

COMPANY OF TENNESSEE LLC d/b/a

FRONTIER COMMUNICATIONS OF TENNESSEE, LLC
TARIFF TO ESTABLISH DIRECTORY ASSISTANCE
RATES.

No. 08-00021
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CONSUMER ADVOCATE’S RESPONSES TO COMPANY’S DISCOVERY REQUESTS

Robert E. Cooper, Jr., Attorney General and Reporter for the State of Tennessee,
through the Consumer Advocate and Protection Division of the Office of the Attorney
General (“Consumer Advocate™), respectfully submits these responses to the Company’s
discovery requests.

GENERAL OBJECTIONS

1. The Consumer Advocate objects to the definitions and instructions contained in
the data requests to the extent that the definitions and instructions attempt to impose on the
Consumer Advocate a burden or obligation greater then that required by the Tennessee Rules of
Civil Procedure and applicable statutes and regulations governing contested case hearings.

2. The Consumer Advocate objects to the data requests to the extent they call for
information and the production of documents which are protected from disclosure by the
attorney-client privilege, the attorney work product doctrine or any other applicable privilege or
protection. The Consumer Advocate objects to the data requests to the extent that the Company
is attempting to impose on the Consumer Advocate obligations with regard to identification of

privileged documents beyond those required by the Tennessee Rules of Civil Procedure and
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applicable statutes and regulations governing contested case hearings.

3. The Consumer Advocate objects to the Company’s data requests to the extent
they seek information relating to matters not at issue in this litigation or to the extent they are not
reasonably calculated to lead to the discovery of admissible evidence. By providing information
in response to these requests, The Consumer Advocate does not concede that such information is
relevant, material or admissible in evidence. The Consumer Advocate reserves all rights to
object to the use of such information as evidence.

4. The Consumer Advocate objects to the Company’s data requests to the extent that
the Company is attempting to impose on the Consumer Advocate obligations to supplement its
responses beyond those required by the Tennessee Rules of Civil Procedure and applicable
statutes and regulations governing contested case hearings.

5. The Consumer Advocate objects to the Company’s data requests to the extent that
the Company is attempting to require the Consumer Advocate to provide information and
produce documents beyond those in its possession, custody or control as that phrase is used in
the Tennessee Rules of Civil Procedure and applicable statutes and regulations governing
contested case hearings.

6. The Consumer Advocate objects to the Company’s data requests to the extent
they seek information and documents that are readily available through public sources or are in
the Company’s own possession, custody or control. It is unduly burdensome and oppressive to
require the Consumer Advocate to respond or produce documents that are equally available to
the Company.

7. The Consumer Advocate’s objections and responses to these requests are based

on information now known to it. The Consumer Advocate reserves the right to amend, modify



or supplement its objections and responses if it learns of new information.

8. The Consumer Advocate’s responses to these requests are made with out waiving
or intending to waive the right to object to the use of any information provided in response to any
subsequent proceeding or trial of this or any other action. The Consumer Advocate's responses
to these requests are also not a waiver of any of the foregoing objections or any objections it has
made or may make with respect to any similar, related, or future data request, and the Consumer
Advocate specifically reserves the right to interpose any objection to further requests
notwithstanding any response or lack of objection made in this response.

9. The Consumer Advocate will supplement its responses in accordance with the
requirements of state law.

10.  The Consumer Advocate expressly incorporates these general objections into its
responses set forth below.

Subject to and without waiving any objections stated above the Consumer Advocate
responds to the specific request as follows:

1. Identify all documents, electronically stored information, and tangible things
that the Consumer Advocate has in its possession, custody or control and may use to
support its opposition to the Tariff filed by Frontier that is the subject of this proceeding
(the “Tariff™).

RESPONSE:

See the copies of documents attached. Also, the Consumer Advocate reserves the
right to use the documents produced in this docket by any party. Furthermore, the
Consumer Advocate reserves the right to use the documents from other TRA directory

assistance dockets: 96-01423, 07-00269, 06-00232, 04-00416, 07-00188 and 08-00076.



These documents are available on the TRA’s website.

2. State the factual basis underlying the reasons why the Consumer Advocate did
not intervene and/or object to the tariff filing in Tennessee Regulatory Authority ("Authority")
Docket No. 06-00232 that allowed BellSouth to lower its local directory assistance ("DA")
monthly allowances from three to one?

RESPONSE:

The Consumer Advocate objects that the request is not reasonably calculated to lead
to the discovery of admissible evidence. Furthermore, the interrogatory calls for privileged
information protected by the work product doctrine in that it seeks mental impressions,
legal theories and conclusions that arise in preparation for anticipated litigation. The
interrogatory is further objectionable in that it represents an unjustified invasion of the
deliberative process privilege and statutory discretion of the Attorney General in
determining when and where the Consumer Advocate’s finite resources should be applied
to represent the interest of consumers in Tennessee. Moreover, the Consumer Advocate’s
lack of intervening in the docket in question does not necessarily imply that the Consumer
Advocate agrees with the tariff change. Therefore, the specific reasons for the Consumer
Advocate’s decision are immaterial to the merits of the case at bar and are beyond the
scope of discovery in this docket.

Without waiving these objections, it should be noted that the Consumer Advocate
has attempted to intervene in other TRA dockets involving BellSouth or AT&T in the
context of directory assistance policy: 04-00416, 07-00188 and 08-00076. The Consumer
Advocate has sought a contested case regarding directory assistance with BellSouth or

AT&T in these dockets.



3. Identify all communications and any documents evidencing any communications
between the Consumer Advocate and BellSouth Telecommunications, Inc. concerning Docket
No. 06-00232 or the local DA allowances reduction included in the docket prior to the
Authority's final decision in that docket?

RESPONSE:

The Consumer Advocate objects that the request is not reasonably calculated to lead to
the discovery of admissible evidence. Furthermore, the request may encompass settlement
communications and documents, which are privileged and protected from disclosure under the
Tennessee Rule of Evidence.

Without waiving the objections set forth, the Consumer Advocate responds that it has no
record, knowledge or recollection of any formal or informal documents or communications with
BellSouth Telecommunications concerning or related to Docket 06-00232.

4. The Authority's April 17, 2007 Order in Docket No. 06-00232 at pages 5-6
includes the rationale set forth below that supports BellSouth's reduction of its local DA monthly
allowances from three to one. Explain in full (a) whether the Consumer Advocate takes
exception to any part of this rationale as applied to BellSouth Telecommunications, Inc. (now
AT&T Tennessee) and if so, (b) all facts upon which the Consumer Advocate relies to support its
reason for taking exception to such rationale.

"Initially, the TRA approved a six DA call allowance in 1997 due to the fact that many
telephone numbers were not published in the printed directory. Some numbers had been excluded
in the printed directory at a subscriber's request (i.e., a non-published listing), and some were
inaccurate or did not appear because new numbers were obtained after the directory was printed
(e.g., a new customer or customer move). Accordingly, it was necessary that customers call DA in
order to obtain telephone numbers for those subscribers whose numbers did not appear in the

printed directory but were still available via directory assistance.”

"While some telephone numbers are not available in the printed directory today, the evolving
dynamics of the communications environment enables many, if not most, consumers to obtain
subscribers' telephone numbers, not available in the printed directory, by alternative modes. For



example, many telephone numbers are available through various internet search engines.
Additionally, ever expanding bases of consumers have cellular telephones and electronic mail
addresses (e-mail) by which they can be contacted in the event of a change to their landline
telephone number. These expanding avenues of communication facilitate the acquisition of
landline telephone numbers, and reduce dependency on DA for the procurement of telephone
numbers that are not in the printed directory.”

"Further, the majority of BellSouth's competitors have no restrictions on the DA services they
offer, including the number of call allowances. In fact, most competing local exchange company's
("CLECs") do not have call allowances and charge for every DA request. BellSouth's consumers
are permitted one free DA call per month. Given the variety of existing methods from which to
acquire telephone numbers in today's environment, the Authority finds the tariff reasonable and not
adverse to the public interest. BellSouth will continue to provide its DA service at no charge to
physically and visually disabled customers, and to customers sixty-five years or older who request
an exemption."

RESPONSE:

The Consumer Advocate objects that the request is not reasonably calculated to lead to the
discovery of admissible evidence. Furthermore, the interrogatory calls for privileged information
protected by the work product doctrine in that it seeks opinions, legal theories and conclusions that
arise in preparation for litigation. The request asks for mental impressions and legal opinions of
attorneys critiquing an excerpt of an order issued by a majority of TRA directors in a case in which
the Consumer Advocate was not an intervening party.

Without waiving the objection, the Consumer Advocate responds that a contested case
proceeding is necessary to evaluate evidence, the availability of alternatives, the impact on
communities, and other factors, prior to allowing a reduction in the directory assistance call
allowance or in the setting of a directory assistance call allowance by the TRA.

5. Does the tariff of Charter Communications presently on file with the Authority,
include monthly allowances for local DA (not including exemptions for disabilities)?

RESPONSE:

The Consumer Advocate objects that the request seeks to burden the Consumer Advocate

when the Company need only review the tariffs of CLEC’s such as Charter Fiberlink-Tennessee,



which are publicly available at the TRA. The information sought is equally available to the
Company, and the Consumer Advocate does not possess the information independent of
reviewing the tariff, which the Company can do as easily as the Consumer Advocate.

Without waiving the objections set forth, the Consumer Advocate responds that in
reference to CLECs, such as Charter Fiberlink-Tennessee, there is generally no uniform policy
for directory assistance. The second sentence of the last paragraph of an excerpt of the TRA
order cited and quoted within the Company’s fourth discovery request reads as follows: “In fact,
most competing local exchange company’s (“CLECs”) do not have call allowances and charge
for every DA request.” Also, see attached document related to Charter Fiberink-Tennessee.

7. Are you aware of any other providers of telecommunication services within the
State of Tennessee that charge for directory assistance calls? If so, identify all such entities, and
for each entity identified, state the allotment of free calls (if any) offered by that entity; the
charge for directory assistance calls; any exemptions allowed (e.g. over 65 or disabled); and the
time period(s) during which such terms were in effect.

RESPONSE:

The Consumer Advocate objects that the request is overly broad and unduly burdensome.
The request also seeks information equally available to the Company from publicly available

documents.

Without waiving these objections, Embarq has a call allowance of 3 per month, charges
$0.95 per call, and exempts seniors and the disabled. See TRA docket 07-00269. AT&T has a
call allowance of 1 per month, charges $1.50 per call, and exempts seniors and the disabled. See

TRA docket 08-00076.

8. Are you aware of means by which persons in Tennessee can obtain directory



assistance information other than from a telephone book or directory assistance within the last

three years to the present? If so, identify each such means and the cost for such information.
RESPONSE:

The Consumer Advocate objects that the request is overly broad and unduly burdensome.
The request also seeks information equally available to the Company from publicly available

documents.

Without waiving these objections, see the testimony filed by the Consumer
Advocate and by Embarq in TRA docket 07-00269, although the Consumer Advocate does

not verify the accuracy of Embarq’s testimony.

9. To the extent that you contend that it is relevant, please provide any studies the
Consumer Advocate has performed or has in its possession that show the churn rate of
telecommunication carriers in Tennessee.

RESPONSE:

The Consumer Advocate has no such studies in its possession, custody or control. To the
Consumer Advocate’s knowledge, churn data is not publicly reported by Tennessee
telecommunications providers. The Consumer Advocate is waiting for churn information that it
requested from the Company in discovery in this docket. The Company may find some churn
data or churn related information concerning Embarq’s Tennessee service area within Docket 96-
01423, including the testimony of Mr. Archie Hickerson, a former Consumer Advocate expert
witness, which is now publicly available online through the TRA website. See also the
Consumer Advocate’s testimony in TRA docket 07-00269 for some discussion of churn. The
Consumer Advocate reserves the right to conduct studies of churn based on the information

obtained in this docket.



10.  The Consumer Advocate stated on page 9 of its brief filed January 31, 2008 in
Docket No. 07-0239:

"Embarq, AT&T and Citizens Telecom — Tennessee are very different companies in terms of
service area and number of customers. In this regard, they are far from similarly situated. In setting
D.A. public policy, the agency may take into consideration the vast differences between the
companies in coming to a decision that services the public interest."

Please (a) explain all facts that support the Consumer Advocate’s contention cited above

and (b) also articulate the nexus between those differences and a policy of establishing different

standards for local DA calling allowances among these incumbent carriers.

RESPONSE:

The Consumer Advocate objects that there is no “Docket No. 07-0239.” Assuming that
the Company meant to refer to TRA docket number 07-00269, the Consumer Advocate objects
that the request is not reasonably calculated to lead to the discovery of admissible evidence.
Further, any response to the information requested in the interrogatory is duplicative as the
Consumer Advocate’s arguments regarding differences in price cap regulated companies are on
record. To the extent the Company seeks additional mental impressions and legal theories of the
Consumer Advocate, the work product doctrine forbids further disclosure. Moreover, the quoted

text is taken out of context.

Without waiving any objections or future arguments the Consumer Advocate may make,
the Consumer Advocate relies on its entire brief filed on January 31, 2008, in TRA docket number
07-00269. Regarding the factors that make the companies distinguishable and different, the
Consumer Advocate has made such arguments on the record in this matter such as that cited within
the interrogatory, i.e., the three carriers “are very different companies in terms of service area and

numbers of customers.” For another example, see Response of the Consumer Advocate to



Embarq’s Petition for Appeal of the Hearing Officer’s Initial Order, pages 10-11, 18, TRA docket

number 07-00269,

Regarding how the differences between the price cap regulated incumbents and any
different standards the TRA may impose as a result of these differences and other factors, the
Consumer Advocate would submit that the TRA has the authority to take these differences into

account when setting directory assistance policy.

11. Provide all facts that the Consumer Advocate contends justifies the reason why
(with the exception of exemptions for disability or age) AT&T should be allowed to charge for all
but one directory assistance call per month and Frontier should not be allowed to charge for all but

two directory assistance calls.

RESPONSE:

The Consumer Advocate objects to the premise of the question, because the Consumer
Advocate has not taken the position that AT&T should be allowed to charge for all but one
directory assistance call per month. The Consumer Advocate contends that the TRA should
convene a contested case to determine the monthly directory assistance allotment for AT&T, as

well as for the Company in the case at bar.

12.  Please identify all facts that show how the public interest is advanced by enforcing
different standards for local DA calling allowances between incumbents and competitive local
exchange carriers that serve similarly situated customers in the same geographic areas.

RESPONSE:

The Consumer Advocate objects to the premise of the request, because the Consumer

Advocate has not contended that the public interest is advanced by enforcing different standards



for local directory assistance calling allowances between incumbents and competitive local
exchange carriers that serve similarly situated customers in the same geographic areas.

Without waiving these objections, the Consumer Advocate responds that for several years
the Company has accepted that the TRA was within its authority to impose directory assistance call
requirements upon price cap regulated companies while CLECs have not generally been subject to
these requirements. The Middle Section of the Tennessee Court of Appeals affirmed the TRA’s
ability to impose directory assistance requirements upon price cap regulated incumbents.

When the Company made the decision to enter price cap regulation, it gained pricing
discretion for non-basic services while rates for basic services are also allowed to be raised in
accordance with the statutory scheme. The setting of rates by price cap regulated incumbents no
longer includes consideration of costs of service, even as the cost of service for telecommunication
service has generally been lowered through factors such as advances in technology. Price cap
regulation incumbents greatly benefit from price cap regulation in that under rate of return
regulation, rates and the cost of service would come under scrutiny and rates may be lowered by
the TRA to reflect just and reasonable rates. Under price cap regulation, residential rates and rates
for directory assistance have risen despite “competition.”

However, while the Company and other price cap companies clearly benefit from price cap
regulation, they are still subject to the TRA’s authority to make public policy to safe-guard
consumers such as directory assistance call allowances and exemptions. It should also be noted
that CLECs are regulated differently than price cap regulated incumbents. CLECs, acting in theory
as the engines of competition under the 1995 Telecommunications Act, are distinct and different
from price cap regulated incumbents.

13.  The Consumer Advocate has stated there should be a relationship between



the rate for local DA and the number of DA allowances required. If in fact a higher charge
makes the number of allowances that much more important, then please explain in full
why AT&T is allowed to offer only one allowance and charge $1.35 per inquiry while
Frontier's proposed rate for local DA is $.95 per inquiry and the Consumer Advocate is

attempting to disallow Frontier from limiting its allowance to two calls per billing cycle.

RESPONSE:

The Consumer Advocate objects to the premise of the request, because the
Consumer Advocate has not taken the position that AT&T should have only one monthly
directory assistance allotment and has not taken the position that AT&T should charge
$1.35 per inquiry. Furthermore, the interrogatory inappropriately requests the Consumer
Advocate to explain a decision made by the TRA. The Consumer Advocate does not
speak for the TRA.

Without waiving these objections, the Consumer Advocate reaffirms its position
regarding the relevance of the rate for local directory assistance and the call allotment set
by the TRA. Briefly, the TRA cannot set rates for non-basic services of price cap
regulated companies. As long as the price cap statute requirements are followed, a
company can set the price charged for a non-basic service at what it deems appropriate.

It is the Consumer Advocate’s position that the TRA may take into account the rate of a
directory assistance call set by a company in relation the number of the call allowance set
by the TRA. As the charge for directory assistance calls increases, the need for the
allotment of free directory assistance calls increases and the need for exemptions from
directory assistance charges increases. To the Consumer Advocate’s knowledge, the

TRA has not yet explicitly rejected or adopted in a final decision the Consumer



Advocate’s position that the rates set by a company are relevant to the number of calls
the TRA sets in the free allowance.

14. Do you contend that any customer of Frontier over the age of 65 should be
entitled to unlimited free directory assistance calls regardless of financial circumstances

or mental or physical condition? If so, state all facts that support your contention?
RESPONSE:

Yes. The exemption for directory assistance charges for seniors is a long-standing
public policy in Tennessee imposed by the TRA on price cap regulated incumbents. It is
well known that physical abilities and sometimes other abilities, such as memory, can
deteriorate with age. Any alleged benefit from attempting to distinguish some seniors
from other seniors likely would be outweighed by the costs and complexities, including
the potential that some deserving seniors would be discouraged from applying for the

exemption, if the Company made the standards and/or process complex.

15. Do you contend that it is unreasonable for Frontier to offer unlimited free
directory assistance calls to persons who are certified as handicapped as proposed in the

Tariff? If so, please state all facts that support your contention.

RESPONSE:

No, but the Consumer Advocate reserves the right to study further the certification
process and to argue for potential reform of the certification process, if the Consumer

Advocate determines that such reform is appropriate.

16. Please provide any and all documents in the Consumer Advocate's

possession or identify such documents the Consumer Advocate has knowledge of



concerning DA call allowances for other incumbent local exchange carriers and

competitive local exchange carriers operating in Tennessee.

RESPONSE:

The Consumer Advocate objects that the request is overly broad and unduly
burdensome. The Consumer Advocate further objects to the extent that the Company
seeks the work product of the Consumer Advocate. The directory assistance tariffs of
incumbent and competitive local exchange carriers (“CLECs”) are publicly available and
on file with the TRA. The Company is free to inspect the tariffs on file at the TRA or
those publicly available from some companies by website.

Without waiving these objections, the Consumer Advocate responds that to its
knowledge all rate of return incumbents provide directory assistance calls at no charge.
Currently, the three price cap regulated incumbents, AT&T, Embarq and Citizens of
Tennessee/Frontier, provide one free call, three free calls and unlimited free calls
respectively. As quoted by the Company within Interrogatory #4, the TRA has stated
publicly that generally most CLECs do not have free call allowances. The tariffs of all
CLECs and incumbents are on file with the TRA. See also the Consumer Advocate’s
response to the Company’s discovery request number 7, and the documents attached to
this discovery response.

17.  Produce all documents that are otherwise identified in response to any
interrogatory herein or otherwise evidence or support any response made to any interrogatory
contained herein.

RESPONSE:

The Consumer Advocate objects that the request is overly broad and unduly burdensome.



The request also seeks information equally available to the Company from publicly available
documents.

Without waiving these objections, see the documents attached to these discovery
responses, documents included in TRA dockets referenced in the responses, and other documents

that are publicly available and that are referenced in the responses.

Respectfully submitted,

FOR THE CONSUMER ADVOCATE:

STEPHEN R. BUTLER, BPRN 014772
Assistant Attorney General

Consumer Advocate and Protection Division
P.O. Box 20207

(425 Fifth Avenue, North, 3 Floor)
Nashville, TN 37202-0207

(615) 741-8722

Certificate of Service

I certify that a true and correct copy of this document was sent to the parties of record in
this case by U.S. Mail, facsimile, electronic mail, hand delivery, or commercial delivery on the

23 day of July, 2008.

Stephen R. Butler
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Charter Fiberlink-Tennessee, LLC
Local and Intrastate Interexchange Services Tariff

TRA Tariff No. 1
8" Revised Page 33

Cancels 7" Revised Page 33

4.3 Other Services and Charges

Name
Suspension Service

Non-Listed Number

Non-Published Number

Operator Services

Directory Assistance

Block Collect Calls

Block Third Party Calling
Block international Calling

Busy Line Interrupt

Busy Line Verify

Extended Referral Message

Directory Listing Change
Add/Change Feature
Telephone Number Change
Returned Check/Non
Sufficient Fund Charge

Preferred Carrier Freeze

Toll Restriction

Issue Date: April 8, 2008

Description
Allows a telephone account
to remain active while suspending
service for 3 - 6 consecutive months
(Only one time per calendar year)

Number listed with Directory
Assistance but not in the telephone
directory

Number not listed with Directory
Assistance or in the telephone
Directory

Operator dialed calls to a specific
called number, collect, person or
station

Directory 411 Operator Assisted Calls
Directory Assistance for certified
Physically Impaired

Prevent the acceptance of collect
Calls

Prevent third party calling
Prevents international calling

Operator Assisted Interruption of a
busy line

Operator assisted verification of a
busy line

Extends the length of disconnect

intercept message from 30 to 60 days

Change to Directory Listing

Add or remove a feature

Change telephone number

Fee assessed for forms of payment
returned or declined

Local and Long Distance carrier
freeze

- Block long distance calling originating

from a specified telephone line

Charge
$ 15.00 per number
per month

$ 2.00 per number,
per month

$ 2.50 per listing
per month

$1.10 per use

$ 1.79 per use
No Charge

N/C

N/C
N/C

$ 20.00 per use

$ 20.00 per use

$ 2.00

$ 500

$ 5.00 (one change
per order)

$ 20.00 per change

$25.00

N/C

N/C

Effective Date: May 8, 2008

[ssued By: Betty Sanders, Director Regulatory Affairs

12405 Powerscourt Drive, St. Louis, MO 63131
Charter Fiberlink-Tennessee, LLC

(M)
(M)



GENERAL SUBSCRIBER SERVICES

Frontier Communications of the South, LLC Florida PSC — Tariff No. 2
201 South Pensacola Avenue Section A3
Atmore, Alabama 36502 Original Sheet 6

BASIC LOCAL EXCHANGE SERVICE (Cont'd)
D Advance Payments:

a. Applications for telephone service may be required to make, prior to the installation of the
service, an advance payment equal to the Service Charges applicable plus one month’s
exchange service charges for the service applied for. In it's discretion, the Telephone
Company may provide the service applied for prior to receipt of the advance payment.
Such action shall not be construed as a waiver of any rights to require such payments for
other service for the applicants or other applicants.

b. In any case where special, unusual or temporary construction is required, the provisions
of Section AS5. will apply.

E. Directory Assistance Service:
1. General

a. A charge as follows is applicable for each call to directory assistance
except as noted below. (Maximum of two requested telephone numbers
per call).

Rate
a. Each Call $.30

In order to make allowance for a reasonable need for Directory
Assistance Service, including numbers not in the directory, directory
inaccessibility and other similar conditions, no charge applies for the first
three (3) calls per month per individual line.

b. Hotels, Motels, Public Telephones and handicapped individuals are
exempt from the charge for Local Directory Assistance.

c. The following service charges for operator assisted local calls including
sent-paid, collect, third number, and credit card calls apply in addition to
the local dial rate.

(1) Operator Assistance - Local

(a) Each Call $1.00
(2) Directory Assistance Service - Toll Rate
(a) Each Call $.25

(b.) Hotel, motels and handicapped individuals are exempt
from the charge for toll directory assistance. Text is shown
as new due to reissue of tariff. There have been no
changes in rates and regulations made with this filing.

Issued By: Richard Burgess, Date Issued: October 4, 1999
General Manager

Effective: October 30, 1999
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GENERAL SUBSCRIBER SERVICES TARIFF

FRONTIER COMMUNICATIONS OF MISSISSIPPI, LLC SCHEDULE NO. V
TC-123-1268-00 ORIGINAL SHEET 53
GENERAL EXCHANGE TARIFF

LOCAL DIRECTORY ASSISTANCE SERVICE

General

The rates and allowances set forth below apply two subscriber requests for Directory
Assistance Service in determining, or attempting to determine, the telephone number of

any party located in, or thought to be located in, the local calling area.

Application of Charges

The charges specified in "Rates" following will be applicable to all subscribers, except:

1. Public and semi-public coin telephone users;

2. Hotel/motel guests and hospital patients;

3. Customers who are unable to use a telephone directory because of a visual or
physical handicap which can be confirmed by a physician, appropriate group or
agency; and

4. Mobile telephone customers.

Chargeable Calls

For charging purposes a call to Local Directory Assistance is defined as a call:
1. Resulting in obtaining a maximum of two (2) telephone numbers, or

2. Resulting in obtaining no telephone number because there was no such listing or
there was a private listing.

5. There will be a charge for all customer calls to Local Directory Assistance, except
as specified above, under "Application of Charges".

ISSUED DATE: 4/1/94 EFFECTIVE DATE: 5/1/94
ISSUED BY: Bill M. White, General Manager DOCKET NO.:
ADDRESS: P.O. Box 136, Rienzi, Mississippi 38865



GENERAL SUBSCRIBER SERVICES TARIFF

FRONTIER COMMUNICATIONS OF MISSISSIPPI, LLC SCHEDULE NO. V
TC-123-1268-00 FIRST REVISED SHEET 54
SUPERSEDING ORIGINAL SHEET 54

GENERAL EXCHANGE TARIFF
LOCAL DIRECTORY ASSISTANCE SERVICE (Continued)
Rates
A charge of $0.75 will apply for each Local Directory Assistance call in excess of the aliowance.
A surcharge of $0.75 wili be applicable to all calls connected to Local Directory Assistance by

the "O" operator, provided that the "O" operator is not the only source for Local Directory
Assistance.

ISSUED DATE: November 30, 2007 ‘  EFFECTIVE DATE: December 31, 2007
ISSUED BY: Harlan Galloway, Local Manager DOCKET NO. 07-UN-123
ADDRESS: P.O. Box 136, Rienzi, Mississippi 38865

(N)



FrontierOnline : Tariffs : Local Tariffs : AL Page 1 of 2

W

h
% oo 1D the Mew Fromcmr
Search Tariffs » Local Tariffs » AL
Feedback
Tariffs Select A Company...
ILEC/Access Line Man e General Subscriber Services Catalog

State Site Map e Alabama Approved intrastate Tariff Filings

Local Tariffs
e Frontier Communications of Alabama, LLC

In the Vicinity of Beatrice, Chrysler, Excel, Finchburg, Frisco City,
FCC Tariffs Gosport, Monroeville, Peterman, Pineapple, Repton and Uriah.

Stete Access Tariffs

CLEC Tariffs e Frontier Communications of Lamar County, LLC
LD Tariffs Applying to the Vicinity of Millport and Kennedy

LD Product Guide e Frontier Communications of the South, LLC - AL
Applying to the Vicinity of Atmore, Huxford, Camden, Catherine,

P
DSL Informational Price Vredenburgh, Thomaston and McCuliough

List

LD Terms and
Conditions

international Guide
Pending Filings
Contacts

Bulletins/Notifications

ing & Payment
nformation

Community
Connections Program

Corporate
Communications

Customer Service

Customer Referral
Program

Agent Partner Access

1ttp://carrier. frontiercorp.com/crtf/tariffs/index.cfm?fuseaction=local&sctnID=6&stateID=AL 6/2/2008



GENERAL SUBSCRIBER SERVICES TARIFF

FRONTIER COMMUNICATIONS OF ALABAMA, LLC Section 3

Original Sheet 4

S3.7

S3.8

S3.9

S3. CONCURRENCE STATEMENTS

LONG DISTANCE QPERATOR.SERVICE REQUIRING TE! EPHONE NUMBER ASSISTANCE

Frontier Communication of Alabama, LLC concurs with the Long Distance Operator Service
Requiring Telephone Number Assistance rates, rules and regulations governing such
communications as filed with the Alabama Public Service Commission by BELLSOUTH
Telecommunications, Inc., together with any amendments or successive issues thereof, and makes
itself a party to such rates, rules and regulations.

LONG DISTANCE VERIFICATION/INTERRUPTION SERVICE

Frontier Communications of Alabama, LLC concurs with the Long Distance Verification/interruption
Service rates, rules and regulations governing such communications as filed with the Alabama Public
Service Commission by BELLSOUTH Telecommunications, Inc., together with any amendments or
successive issues thereof, and makes itself a party to such rates, rules and reguiations.

LOCAL DIRECTQORY ASSISTANCE SERVICE

Frontier Communications of Alabama, LLC concurs with the Local Directory Assistance Service
rates, rules and regulations filed with the Alabama Public Service Commission by BELLSOUTH
Telecommunications, Inc., together with any amendments or successive issues thereof, and makes
itself a party to such rates, rules and regulations. Frontier Communications of Alabama, LLC,
hereby expressly reserves the right to cancel this statement of concurrence at any time when it
appears that such cancellation is in the best interest of Frontier Communications of Alabama, LLC,
subject to the jurisdiction of the Alabama Public Service Commission as it applies.

Issue Date: September 17, 2004 Effective Date: October 16, 2004
Issued By: Richard Burgess A

Title:

Director of Operations



GENERAL SUBSCRIBER SERVICES TARIFF

FRONTIER COMMUNICATIONS OF THE SOUTH, LLC Section 2
Original Sheet 10

S2. BASIC LOCAL EXCHANGE SERVICE
S2.12 LOCAL DIRECTORY ASSISTANCE SERVICE

A. General

In addition to providing telephone directories to all local exchange service subscribers,
Frontier Communications of the South, LLC furnishes Local Directory Assistance Service
whereby customers may obtain assistance in determining telephone numbers, names,
and directory addresses. The charging application and rates set forth below apply to
subscriber requests for Local Directory Assistance Service in determining or attempting to
determine the telephone number, name, and/or address of any party located in, or thought
to be located in, the local calling area. Local Directory Assistance Service allows a
subscriber to provide:

See Concurrence in Section 3.

Issue Date: September 9, 2004 Effective Date: October 9, 2004
Issued By: Richard Burgess

Title: . Director of Operations
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GENERAL SUBSCRIBER SERVICES TARIFF

FRONTIER COMMUNICATIONS OF FAIRMOUNT, INC. Section M

Original Sheet 9

MISCELLANEQUS SERVICES

M.10 Joint User Service (Cont'd)

D.

Charges for joint user service are automatically discontinued upon
termination of the main contract for service. Charges for joint
user service may be discontinued upcon request of the subscriber in
case the joilnt user becomes a subscriber to exchange service,
similar in classification, 1i.e., business or residence, as that
under which joint user service is furnished, or in case of death
the joint user, or in case the Joint user moves from the premises
at which the exchange service listed is furnished.

The monthly rates and charges for joint user service are as
follows:

Business, each 512.90
Residence, each S 5.60

M.11 Directory Assistance Service

M.11.1

Rates and Charges

A1l charges for telecommunications service received by a
subscriber of this company from other telephone companies and
billed to this company, shall be the responsibility of the
subscriber incurring such charges.

Issue Date:
Issued By:
Title:

June 1, 1995 Effective Date: July 3, 1995
N. Kelly Lacey
General Manager



GENERAL SUBSCRIBER SERVICES TARIFF

FRONTIER COMMUNICATIONS OF GEORGIA, INC. SECTION F
STATESBORO, GEORGIA FIFTH REVISED SHEET 5
SUPERSEDING FOURTH REVISED SHEET 5

DIRECTORY ASSISTANCE AND OTHER SERVICES

All charges for telephone company services received by a subscriber of this
company from another company and billed to this company, shall be the
responsibility of the subscriber incurring such charge.

A. Directory Assistance Service
1. General
a. The Company furnishes a Directory Assistance Service for the
purpose of aiding subscribers in obtaining telephone
numbers.
b. When a party in Georgila reguests assistance in obtaining

telephone numbers of customers who are located within the
local calling area of the calling party, the charges set
forth apply.

2. Rates and Charges

a. A charge is applicable for each call to directory assistance
(maximum of two requested telephone numbers per call).

1) Directory Assistance Service within the Company’s
local calling area for the originating line.

Rate
a) Each call $.85
2) Directory Assistance Service outside the Company’s
local calling area and LATA/NPA serving areas for
originating line.
a) Each Call $.85
b. Charges for Directory Assistance Service are not applicable

to calls received from telephone service furnished for the
use of handicapped persons.

c. No charge applies for the first call per month per residence
main station access line.

Issue Date: July 28, 2000 Effective Date: September 1, 2000
Issued By: Richard Howard
Title: General Manager
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CITIZENS COMMUNICATICNS COMPANY

FORM 10-0Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PZRIOD ENDED MARCH 31, 2008

SECURITIES AND EX

a

HANGE COMMIZ3ION
WASHINGTON, D.C. 20549
FORM 10-¢
{Mark One!

|Xt QUARTERLY RZPORT PURSUANT TO SECTION 132 OR 15(d} CF THE SECURITIES EXCHANGE
ACT CF 1934

For the guarterly period ended March 31, 2008

i | TRANSITICN REPCRT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number: 001-11001

“—arl
zer)
Delaware 06-00195%06
{State or other juris ion of {I.R.S. =Zmployer Identification No.
incorporation or organization)
3 High Ridge Park
Stcamford, Connecticut 06905
{Address of principal executive offices) {Zip Code)

{Registrant's telsphone numper, including area code)

(Former name, former address and former fiscal vear,
if changed since last report)

Indicate by ch 3
to be filed by tion 12 or 15(d} of the 3 1 t of 1934 during
the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subiect to such filing
requirements for the past 90 days.

Irdicate by
accelerate
definition

ted fil an
company. See
and "smaller

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



Large accelerated filer [X] Accelerated filer [ ]} Non-accelerated filer [ | Smaller reporting company [ ]

Indicate by check mar« whethe
Rule 12b-2 of the

the registrant is a shell company {as defined in

Yes No ¥

The number of snares outstanding of the registrant's Common Stock as of ZApril
25, 2008 was 324,241,346,

CITIZENS COMMUNICATIONS COMPANY AND SUBSIDIARIES
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PART I. FINANCIAL INFORMATION
Item L. Financial Statazments
CITIZENS COMMUNICATIONS CCMPANY AND SUBSILIARIES
CONSOLIDATED BALANCE SHEETS
(S in thousands!
{Unaudited;
March 31, 2008 December 31, 2007

Source: CITIZENS COMMUNICATI!, 10-Q, May 06, 2008



Current assets:

<S>
Cash and cash equivalents
Accounts receivable, less allowances of $34,11:%
Other current assets

and $32,748, respectively

Total current assets
Property, plant and equipment, net
Goodwill, ne=x
Otner intangibles,
Investments
Other assets

net

Total assets

ent liabiliti
Long-term debt due within one year
Accounts payable and

curr

Total current liapilities
Deferred income taxes

Other liabilities

Long-term debt

Shareholders' equity:

Common stock, $C.25 par value {600,0C00,000 autnhorized shares; 325,434,000
and 327,749,000 outstanding, respectively, and 349,456,000
i ed at March 31, 2008 and December 31, 2007)

Add onal paid-in carpital

Retained earnings
Accumulated other comprehensive
Treasury stock

Tozal sharenholders'

equity

Total liabilities and shareholders' eguity

</TARLE>

The accompanying Note these Consolidatea

]

PART I. FINANCIAL INFORMATION (Continued)
CITIZENS COMMUNICATIONS COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATICNS
FOR THE TEREE MCONTHS ENDED MARCH 31, 2008 AND 2007

($ in thousands, except for per-share amounts)

(Unaudited)

Revenue
Cperating expenses:

Network access expenses

Other operating expenses

Depreciation and amortization
Total operating expenses
Operating income
Investment and other (loss) 1lncome, net

Interest expense

Income before income taxes
Income tax expense

Net income avallable for common shareholders

Basic income per common share

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008
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3 2,448
443,443
445,891
711,645
363,737
4,736,897
37,304 37,3
1,189,251 1,2853,5
59,590 14,00
{77,578) (77
{310,439} (305

2008 2007
$ 569,205 $ 556,147
60,549 51,397
203,264 189,267
141,080 122,181
404,893 362,845
164,312 183,302
(1,235) 10,017
50,860 93,964
12,217 109,355
26,628 41,688
$ 45,589 $ 67,667
$ 0.14 E 0.21



Diluted income per common share

The accompanying Notes are an integral part of these Consolidated
£

Financial Statements.

PART I. FINANCIAL INFORMATION {Continued)

CITIZENS COMMUNICATIONS COMPANY AND 3UBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
FOR THT YZAR ENDEL DECEMBER 3i, 2007 AND THE T MONTES ZNDED MARCH 31, 20032
{5 and shares 1n thousands, except for per-share amcunts)

{(Uraudited:

Commizn 5EnSh Additional
Pall-In Retained
Capital Earnings

Total
Shareholders’
Equity

Balance January 1, 2007 343,954 $85,98% 9 5 134,70 i81,899%) 21,63 S (288,162) 31,058,032
Stock plars - - 7y 657 - 1,824 25,392
Bcogulsition of Commonwealth 5,500 1,375 El - 12,540 163,121
Conversion of EPPICS - - 9} - 231 3,888
Conversion of Commonwealth Notes - S - ,508 24,775
Dividendas on common stock of
$1.50 per share - - - (326,025) - -
Shares repurchased - - - - (17,279)
Net income - - - 213,38 - -
Other comprehensive income,
net of rax and
ations adjustment - - - 3,304 - 3,504
349,458 337,364 $1,280,508 5 14,001 (77,9493 $ {205,373} 3 997,393
- - (11,547} - 14,277 2,730
- - [ - 27 3¢
Acguisitlion of Commonwealth - - - - 15 10
Dividends on common stock of
50.25 ger share - - - - 82,1021
Shares repurchased - - - ~ (2,317 (24,784
Net income - - - 45,589 - - 5,589
mprehensive income,
net of tax and
reclassifications adjustment - - - 417 - 417
Balance March 31, 2008 7, 5 929

CONSOLIDATED
FCR THE THREE MON

TEMENTS OF COMPRE!
ENDED MARCH 31,

$ in thousands;
{Unaudited;

-3
1
&

2008
Net income $ 45,539
Other compreshensive incom
net of tax and r i
adiustments 417

omprehensive income

FINANCIAL INFORMATION {Continued)

IONS COMPANY AND SUBSIDIARIES

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008

HENSIVE INCOME
2008 AND 2007




Cash flows provided by (used in) cperating activi

Net income

Edjustments to recencile

operating activities:

Depreciation and amecrtization expense
Stock based compensation expernse
Loss on extinguishment of debt
Other non-cash adjustments
Deferred income taxas
Change in accounts receivabie
Change in accounts gayable and
Change in other current assets

income to net cash provided by

other liabilities

Net cash provided by operating activities

Cash f1 ised by) investing activities:

from (u
dltbfaa

Cash ows provided from { financing acti

Long-term debt borrowings

swaps
Premium paid to retire
uance cf CoOmMMOn 3LocCK

Common occk repurchased

Divide paid

Rapavment of custeomer advances for censtruction
Net cash ided from financing activities
I ease cash and cash equivalents
Ca nts at January I,

Casn and cash ecuivalents at March 21
Cash paid during the period for:
Interest
ne taxes
Non-cash investing and financing activities
Change in fair value of interest rate swaps
L EPPICS
n

The accompanying Notes are an inctegral part of

Finarncial Statements.
5
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SUBSIDIARIES

Cur

wizh accouncing principles generally accepted in the United
America (U.S GAAP and should be read in <conjunction
consolidated ancial statements and notes included in ocur Annua
Report on Form 10-X for the year ended December 31, 2007. Cer:ain
reclassifications of balances previcusly vreported have to
conform to the curren:t presentation. 2all significant *nruf”ﬂmoany
pbalances and transactions have been eliminated in consolidation. These
uraudited consolidated financial statements include all adiustmencs
- :3"<1darﬁﬂ necessary to

financial
to make estimates and assumpt
of s ard liabkilities

The preparation of
requires management
reported amounts

financial statements e disclosure of
liabilities and the r d amounts of revenue
the reporting period. i 1ts may differ
Estimates and judgments re when accountin

Source: CITIZENS COMMUNICATI, 10-Q. May 06, 2008
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doubtful accounts, impairment of long-lived assets, intangible assers,
depreciation ard amortization, employee benefit plans, income taxes,
purchase price allocations, contingencies, long-term incentive program
and pension and postretirement benefits expenses, among thers.
Certain information and footnote disclosures have been excluded ard/or
condensed pursuant to Securities and Exchange Commission ruiles and
requlations. The results of the interim periods are not necessarily
indicative of the results for the full vear.

(b} Revenue Recognition:
Revenue is recognized when services are provided or when produﬂts are
delivered to customers. Revenue that is biiled in advance incliudes:
monthly recurring network access services, special access services and
monthly recurring local line charges. The unearned portion of tnis
revenue 1is initially deferred as a component of other liabilities on
our consolidated baiance sheet and recognized 1n revenue over the
period that the services are provided. Revenue that is billed in
arrears 1ncludes: non-recurring netwcrk access sarvices, switched
services, non-recurring loczl services and long-distance
The earned but unbilled porzicn of this revenue 1is
recognized in revenue in our consolidated statements of operations and
accrued in accounts receivable 1in the period that the services are
raxes are recognized as a liabilizy when billed.
I and their related direct and incremental cost
initially deferred and recognized as rev
a'efaqe term of a customer relatioaship. We
period expense the portion of iastallatien
installation fee revenue.

The various taxes from 1ts customers and supsequently
remit ds Jovernmental authorities Substanzially ail of
these taxes are recorded through the con 2 a sheet i
presented on a net basis in our consclidated nts
i Universal Service fFund (USFE} q
(primarily USF) wnich have been r n
our consolidac statements of operations ¢ ve
revenue and other opc ting nses at $8.5 million 1 million
for the three montns ended March 31, 2005 and 2007, respectively
{c) Derivative Instruments and Hedging Activities:

derivative instrumesnts and hedgin

5FAS No. 133, "hcoounting for Deriva nt
and Je dging Activities," as amended. SFAS No i3 e
requires that all derivative instruments, such as inte ps,
be recognized in the financial statements nd measur value

reqgardless of “he purpose or intent of noldlng them.

s of December 31, 2007, we had iInterest r sWap arrangements
elated to a porzion of our fixed rate debt. These arrangements were
all terminated on January 15, 2008. These hedge strategies satisfied
the fair wvalue hedging regquirements cf SFAS No. 133, as amended. As a
result, the appreciation 1in value of the swaps through the time of
tzrmination is included in the consolidated balance sheet and is
recognized as lower interest expense over the duration of the
remaining life of the underlying debt

A
r

-~
o)

Accounting for Endorsement Jp

In September 2006, the FASB reached consensus on the guidance provided by

Emerging Issues Task forze (EITF} No. 06-4, "Accounting for Deferred
Compensation and Postretirement Benefit Aspects of Endorsement Split-Dollar
Life Insurance Arrangements.'" The guidance is aprlicable to endorsement
spiit-dollar 1life insurance rrangements, whereby the employer owns and
controls the insurance policies, that are associated with a postretirement
benefitt. EITF No. Jo-4 reguires tnat for a split-dollar 1life insurance

arranjement within the scope of the issue, an emplover should recognize a
liability for future benefits N accordance with SFAS No. 10¢ {if, in
substance, a postretirement benelit plan exlsts; or Accounting Principles
Board chnlon (APB) No. 12 {if the arrangemen is, in substance, an
individual deferred compensation contracec) ased orn the substantive
agreement with the employee. EITF No. 06~4 is effective for fiscal vyears
beginni after December 15, 2007. OCur adoption of the accounting
raquirements of EITF No. 06-4 in the first quarter of 2008 had no impact on
our financial position, results of operations or cash flows.

Fair Value Measurements

In September 20006, the FASB issued St . / ir 7alue Measurements,”
which defines fair value, estab measuring fair value,

and expands disclosures abocut measurements. In February 2003,
the FASB amended SFAS No. 157 to app;:catl of this standard to

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



nonfinancial assets and liapilities until 200%. The provisions of SFAS No.
157 related to financial assets and liabilities were effective as cf the
beginning of our 2008 fiscal year. Cur adoption of SFAS No. 157 as
amended, in the first quarter of 2008 had no impact on our fi nawc1a:
position, results of operations cr cash fiows. We are still in the process
of evaluating this standard ith respect to its effect on nonfinancial
assets and liabilities and therefore have not yet determined the impact
that it will have on our financial statements wupon full adoption in 2009.
Nonfinancial assets and liabilities for which we have not applied the
provisions of SrAS No. 157 include those measured at fair value in
impairment testing and those initially measured at fair value in a business
comeination.

Fair Value Option for Financial Assets and Financial Liabilities

In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for
Financial Assets and Financial Liabilities Including an Amendment of FASE
Statement No. 115, wnich i to choose to measurse
financial ins fair value. The
of SFAS No 15 our 2008 £1
2008

flows.

In March 2007, S ied ctne consensus reached by the EITEF on I
No. 06-10, "Accodnting Ior Collater Assignment Split-DJollar
E EITF No. $o6-10 provides guidance on an empi
Yy a ralated compensation costs for col
ife at provide a
s,

poOstT re[;:emen
liar 1life nsurance arrangements.
06-13 is for fLscal years o@glnrlng
of the accounting requirements of =ZI
st gquarter of 2008 had no impact on our financial posirci
tions or casn flows

c07, the ¥ No. 141, "Business
" The revisec 141R, reqguires an acquiring
cognize all t. liabilities assumed in a

at fho acquisti

Noncontrollin
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Decampar 2007, ! . i ad & . 3 "Noncontrelling Interests
Consolidated i ial : p 160 establishes
requirements for cwn subsidiaries 4 by parties other
than the Cowmpany ail "minority rast"; be clearly
identified, presentead ‘ i1isclce in the cecnsolidated statement of
financial position wi =quity, bput sSeparate from the
parent's equity. 1 parent s ownershi interest are
required to be accounted for consxerﬂfL/ as equity transactions and any
noncontrolliing eguity investments in unconsolidated subsidiaries must be

ured initiaily at falir wvalue. SFAS No. 160 1s effec=ive, on a
prospective basis, for years beginning after December 13, 20C8.
However, presentation ans losurs  reguirement oe retrcspectively
appiled teo comparative

statements. The Comp
assessing the impact of S 0 on its financial posi
ons and cash flows.

any 1s currently
tion, resulits of

Accounting for the Income Tax Benefits of Diwvid is on Share-Based Pavment
ZAwards

In June 2007, the FASB ratiiied EITF No. 06-11 MAccounting for tne Income
Tax Berefits of Dividends on GShare-B ayment Awards." EITF No. 06-11
s} 1 tax benerfits associated with dividends o¢n share-pased pavment
a s rded as a component of additicnal paid-in capital. EITE No.
06 oros ve basis, for £ 1

a 7. The implementation of this

impact on our financial position, results of operati

Vallev Networks:

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



On March 8, 2007, we acquired Commonwealth Telephone
(Commonwealrzh in a cash-and-stock taxable transac

considera n

($663.7 milli
value of 5247.

)

after cash acquired) and issued ¢

Cn Octoper 31, 2007, we acguired Global Valley Networks,

Y
E)
croximately $1.1 billion. We paid $804.
t
1

Enterprises, Inc.
tion, £fcor a total
1 million in cash
ommon stock with a

Inc. (GVN) and GVN

Services (GVS) through the purchase from Country Road Communications, LLC

of 100% of the outstanding common stock of Evans Telephon
the parent Company of GVN and GVS. The purchase price of
paid with cash on hand.

We have accounted for the acquisitions of Commonwealth an

e Holdings, Inc.,
$62.0 million was

4 GVN as purchases

under U.S. GAAP. Under the purchase methcd of accounting, the assets and

liabilities of Commonwealth and GVN are reccrded as of
acquisition dates, at their respective falr values, and
these of Citize The reporzed consclidated financ

their respective
consolidated with
ial conditicn of

Citizens as of Mare 31, 20C8 rerflects tne final allocarion of these fair
values for Commonwealiltnh and a preliminary allocation of these fair values
for GVN.

The following unaudi . )2 forr ‘nancial Information presents
combined r i i Commcnwealzh and GVN as i
acqguisitio art 2007. The historical res

of 'he Company incl the of Cor mcnwpalrn from ‘na da
acquisition on March 8, 2007, and GVN from t acqui

Octcocber 31, 2007. The pro forma information is not necessarily

of what the fina tion or results of operartions actually would

been had the acguisitions been completed at the dates indicated. In
addition, the unaudited pro forma financial information doces not purport tc
prcject  tne future flaanc position or operating results of Citiczens
after completicn of the JL%uls itions.

($ in thcusands,

share amou

Revenue
Operating lncome
Net inccme available for commen sharehclders

i

Basic income per common share:

Diluted income per commen share:

40

@

(4) Accounts Receilvable:

The components of accounts receivable, net at
31, 2007 are as follows:

($ in thousands)

End user
Cther
Less: Allowance for doubtful accounts

Accounts receivable, net

$ 822
5 207
s 77

b o~
[ W ~d

(o)
[N}
[}

(o)
(B8]
o

March 31, 2008 and December

March 31, 2008

$ 229,942
17,754
(34,111)

December 31, 2007

$ 244,592
22,918
(32,748)

$ 234,762

The Company maintains an allowance for estimated bad debts based on its

ceivable. Bad debt expense,
was $7.2 million and $4.9

08 and 2007, respectively.

estimate of collectibility of 1its accounts re
which 1s recorded as a reduction of revenue,
million for the three months ended March 31, 20

(5) Property, Plant and Equipment, Net:

Property, plant and equipment at March 31, 2008 and December 31,

as follows:

{($ 1n thousands) March

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008

2007 are

31, 20608 December 31, 2007



Property, plant and equipment
Less: Accumulated depreciation

$ 7,412,773
(4,124,638)

$ 7,375,297
(4,040,053)

Property, plant and equipment, net $ 3,288,135 $ 3,335,244

Depreciation expense is principally based on the compesite group method.

Depreciation expense was $95.1 million and $86.6 million for the three

months ended March 31, 2008 and 2007, respectively.

(6) Other Intangibles:

Other intangibles at March 31, 2008 and December 31, 2007 are as follows:

($ in thousands) March 31, 2008 December 31, 2007
Customer base $ 1,271,085 $ 1,271,085
Trade name 132,381 132,381

Other intangibles 1,403,466 1,403,46¢
Less: Accumulated amortization (901, 660) (855,731
Total other intangibles, net $ 501,800 $ 547,735
“ion = was $45.9 million r the tnree
months ended March 31, 2003 and 2007, expense
for the three months ended March 231, 2003 6 million for
amortization ted with our "legacy" .3 million for
intangible as tomer base and uired 1in the
Commonwealth and GVN acguisitions.
(7)  Long-Term Debt:
he activit sur long-tzrm debt from December 31, 2007 to March 21, 2003
is as follows:
Three months ended March 31, 2008
Interest
December 31, New Rate Conversisn to
($ in thousands) 2037 Payments Borrowinas Swap Cermon Stock
Rural Utilities Service
Loan Zontracts s 17,555 3 (2231 3 - K - 5 - s 17,322 6.37%
Senior Unsecured Debt 4,715,013 {129,099 135,000 (7,309 - 1,712,405 7.67
EPPICS {sze Note 13} 14,821 - - - 1303 14,491 5.00
Industrial Development
Revenue Bonds 13,550 - - - - 13,550 5.31%
TOTAL LONG=-TERM DEBT 5 4,760,639 $ {129,332) $ 135,000 5 17,509) s (30) B 7.65%

Less: Debt Discount
Less: Current Portion
* Interest rata

or discounts,
interest rates
Debt, and Industrial Devel
of multiple issuances.

Curing the first guarter of 20 ate principal amount
of $129.4 miliion of T in of 9.25% Senior Notes
due 2011, $0.% millicn <f oth t and rural utilities
service loan contracts, an Comcany Obligated
Mardacoriiy Redeemable Convert g due 2036 [(EPPICS).

On March 2§, 2008, we borrowed senior unsecured term

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008




loan facilitv that was established on March 10, 2008. The loan matures 1in
2013 and bears interest of 4.563% as of March 31, 2008 based or the prime
rate or LIBOR, at our election, pius a margin wnich varies depending on our
dept leverage ratio. We used the proceeds to repurchase, during the first
quarter of 2008, 5128.7 million principal amount of our 9.25% Senicr Notes
due 2011 and to pay for the $6.3 million of premium on early retirement of
these notes.

As of March 31, 2008, EPPICS representing a total principal amount of
$127.2 million have been converted in 5,920,799 shares of our common
stock. Approximately $4.0 million of S, which are convertible 1into
347,642 shares of our common stock, wer standing at March 31, 2008. The
apove takle indicates $14.5 million EFPICS outstanding at March 31,
2008, of which $10.5 miilion 1is debt of related parties for which the
Company has an offsetting receivable.

2008, we had an availaple line of credit with financial

the aggregate amount of $250.0 million and there we no

dby letters of credit issued under the facility. Asso d

v, der on cur dei leverage rario, and were 3

March 31, 2 The exptl 1on date for this $250.0 m icn

year revelving credit agreement is May 18, Z¢ Curing the term of

the credit facility we may porrow, revay and reborrow funds. The credic
facility is available for general corporate purpcses but may not be usea to

furd dividend payments.

Ne are in compliance with all of our debt and credi: facility covenants.

(8) Net Income Per Common Share:

The reconciliaticn of the net income per common share calculation for the
three months ended March 31, 2008 and 2007, respectively, 1s as follows:

($ in thousands, except per share amounts) For the three months ended March 31,

shareholders S 45,589 $ 67,667

Effect of conversion of preferred securities -

EPPICS 31 583
Total diluted net income available for common

shareholders $ 45,620 $ 67,725

Basic earnings per common share:

Weighted average shares outstanding - basic 326,17 326,542
Net income per share available for common
shareholders $ 0.14 $ 0.21

Diluted earnings per common share:

Weighted average shares outstanding - basic 326,173 326,542
Effect of dilutive shares 139 832
Effect of conversion of preferred securities -~

EPPICS 348 503
Weighted average shares outstanding - diluted 326,660 327,877

Net income per share available for common
sharesholders $ 0.14 $ 0.21

Source: CITIZENS COMMUNICATI. 10-Q, May 08, 2008



Stock Options

For the three months ended March 31, 2008 and 2007, options to purchase
2,658,000 and 1,803,000 shares, respectively, (at exercise prices ranging
from $11.15 to $18.46) issuable under employee compensation plans were
excluded from the computation of diluted earnings per snare (EPS) for those
periods because the exercise prices were greater than the average market
price of our common stock and, therefore, the effact would ke antidilutive.
In calculating diluted EPS we apply the treasury stock method and include
future unearned compensation as part of the assumed proceeds.

In addition, for the three months ended March 31, 2008 and 2007, restricted
stock awards of 1,764,000 and 1,404,000 shares, respectively, re excluded
from our basic weighted average shares outstanding and included in our
dilutive shares until the shares are no longer subject to restriction after

conditions.

the satisfaction of all specit

Az a result of our July 2004 dividend arnouncement with respect

COMTONn stocx ol P cegan to convert 1nto shares of our commcn

As CI arck 2 approrimataly 99% of the EPPICS curstanding, or at .
SL a principal amcunt of EPPICS, have converted into
i5 r Ccommon sSTock, including shares issued

Tr

ICS at Marcnh 31

‘
our commcon stock

share. If ail

apcroximately

ur common S March 31, 2008 ana
1t nave been included in the diluted
for the three montns enacad March 31,

Stock Units

, we had 29,7214 and 385,173
cur Nen-Employee Directors' Deferr
Non-Employee Directors' =sguity I
and Non-Empiovee Directors' Retiremen

e ailuted income per share of common

included in
e r clusion would have had an antidilutive

heir

In February 2008, our Board of Directors authorized us to repurchase up to
$20C.0 million cof our common stock in public or private transactions over
the following twelve-month period. This share repurchase program commenced
on Marcn 4, 2008 As of Marcn 31, 2008, we had recurchased approximately
2z 7,000 shares of our common stock at an aggregate cost of approximately
$24.8 millicn

At March 3@, 2208, we had five stock-based compensation plans under whi
grants have peen made and awards remained outstanding. A&t March 21, 2008,
tnere wer tho e for grant under these plans and
4,2 i8 awards may be granted
unad

, 2008, the Company adopted the Citizens ZLong-Term Incentive

TIP). The LTIP will be offered under the Zompany's Amended and

00 Eguity Incentive Plan and covers the named executive cfficers
oth The LTIP is designed to incent and reward the

seni in the form cf common stock if they achieve
a

revenue and Iree cash flow over a three-year
Measurement iod). For purposes of the LTIP, revenue is
~he Cempany's total revenues less regulatory revenues, and free
5 defined as tne Compaay's publicly reported free cash flow,
a as a full cash ctaxpayer during the
these numbers will be measured from a
cash flow was alsc adjusted to reflect
r and for certain cther items.

casi flow 1
adjusted to reflect the
Measurement Feriod. The

2007 base, which in the casa of
the Company as a full cash taxpay

[0

£ summary presents informazion re iins cutstanding sto

The fecil g <
options as otf Mar 31, 2008 and changes during ee months then ended
with regard toc opticns under the MEIP and the E

Weighted
Average Aggregate
Remaining

Opticn Per cthare in 7Years

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



Balance at January 1, 20038 3,955,000 3 13.13 3.4 5 5,727,000
Cptions granted - $ -
Options exercised {80,000 s 6.72 4 277,300
Options canceled, forfeited or lapsed (23,000) $ 11.37
2008 3,852,00¢C S 13.05 3.2 $ 1,601,000
Exercisable at March 31, 2008 3,835,000 3 13.05 3.2 $ 1,601,000
There were no options granted during the first three months of 2008. Cash
received upon the exercise of options during the first three months of 2008

totaled $0.6 millio

The total intrinsic value of stock options exercised during tne first three

months of 2007 was $2.3 million. The total intrinsic value of stock options

outstanding and exercisable at March 31, 2007 was $14.0 million and $12.0

nillion, respectively. There were no options grarted during the first three

months of 2007. Cash recei xercise of options during the first
[ )

ved upon the
three months of 2007 alsd $5.1 million.

12
mmary presents 1informatio regarding unvested
arch 31, 200% and changes % the three monins
i 4 stock under {P and the EIPs

Weighted
hver

Grant

Number of

Share

January 1, 2098 s 14. 5 15,390,000

Resct ri":ad stcck granted $ 11 $ 92,226,000
stock vestad $ 13 $ 3,282,000

stock Lorfeited S 13. 3 121,000

S 12.56 $ 15,505,000

the fair value o
verage of the ni
date of grant.

For purpo
restricted stock grant 15
low market orice of a share

a
remaining asscciated with
i was $20.7 million
expected
The total fair value of shar= sted during
ended March 31, 3 million a 5
toral fai d restrictes T El arc
million. The weiqhtej average grant date fair value of
granted during the thres months ended March 31, 2007 was
ranted during the filrst three months of 2097 totaled
(103
Frontier. Frontier provides bot
and video services to residential,
pically the incumbent provider in
As permitted by SFAS No. 131, we on criteria in
combining our markets because all of our s share similar
economic characteristics, in that they provid produczs and
servi to similar customers using comparable s in all of the
a n which we operate. The regulatory struc nerally similar.
1f ces 1in the regulatory regime of a state do nrot
t v impact the economic characteristics ing results of a
T r property.
{11} Derivative Inscruments and Hedging Activities:

On January 1%, 2008, we terminated all of ocur interest rate s
represencing $400.0 million notional amount of indebtedness a
cur Senior Notes dus in 2011 ceds

and 2012. Cash procee

.5 million were received
=2d on the balance sheet
clated debt.

i
terminations of approximatelv 315
The related galn has been defesrr
amorticed into interest expense over the term of the ass

As c¢f January 16, 2008, we no 1 er have any derivative instruments. For
the three months anded 1 the interest expense resuiting from
these interest r 1 $1.3 miliion.

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



The components of investment and otner {lcss) income, net are as follows:

Interest and dividend income
Bridge loan fee

Premium cn debt repurchases
Equity earnings/minority interest in joint

ventures, netv 19985
Other, net 515

Tctal investment and other (loss;
income, net $:1,235% $ 10,017

As of
sl Smmon
St as
of n , 042
sh t o Cur
o te indicate 5 EPPICS outstanding at
Ma ich $10.5 miliion 1 relatea part for which
th setting receivable.

Iad
)
o]
w
1

he following tables oprovide the componenis of net pericdic benefil

Pension Benefits

menths ended
31,

Compeonerts of ner veriodic benefir cost

Service O3t $ 1,519 3 2,009
Interest cost on projected penefit okbligation 12,875 11,920
Expected return on plan assets ilo,354} (15,676

Amortization of prior serzvice cost and unrecognized
net opligaticn (64} (27
Amortization oI unrecognized lcss 1,272 2,900
136

Net periodic benefit cost/{income) 5 {652} s 1
L ) ,

st 175
Interest cost on projected benefit cbligation 2, 2,208
Expected return on plan assets ! 54

Amortization of pricr service cost and transition

2008 pension and other
illien and 310.0 milld
o th

=]
I

be made by us t
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(15} Commitments and Contingencies:
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Item

We anticipate capital expenditures of approximately $300.0 million - $310.
millicn for 2008. Although we from time to time maxe short-term purchasin
commitments to vendors with respect to these expenditures, we generally 4
not enter into firm, written contracts for such activities.

Ronald A. Katz Technology Licensing L?, filed suit against us for patent
infringement on June 8, 2007 in the U.S. District Court for the District of
Delaware. Katz Technoloqy alleges that, byv operating automated telephone
systems, including customer service systems, that allow our customers to
utilize telepnone calling cards, order interpet, DSL, and dial-up services,
and perform a variety of account related tasks such as ©billing and
payments, we have Infringed thirteen of Katz Technology's patents and
continue to infringe three of Katz Technology's patents. Katz Technology
seeks unspecified damages resulting from our alleged infringement, as well
as a permanent injuncrion enjeining wus from continuing the alleged
infringement. Kartz Technoiogy subsequently filed a tag-along notice with
the Judi Panel on Multi-District ILitigation, notifying them of this
action and its relatedness to In re Katz Interactive Dial Processing Patent
Litigation MDL No. 181é}, pending in the Central District of Czlifornia
pefore Judge R Gary Klausner. The Judicial Panel on Multi-District
Litigation transferred the case z¢ the Central District of California.
In January , we received notice 0f the accused services and 40 asserted
claims £ Technology. The s now the discovery phase and
interrogatories have reen served ed, The parties have engaged in
settlement dis ons but have n agreement. In the event that we
defend against thi:

are not able Lo settle, wWa in
lawsuit.

to  wvariocus otner legal oproceedings arising in the normal
our business. The outcome of individual matters is not
However, wae believe that the ultimate resolurion oI all suc

ce <coverage, will not have a material
s of operations, o<r our

COnSs ng  insura
our ancliel posi

We scld ail of cur ufi‘izy pusinesses as of
retained a potent al “ayment opbligation with our previous
elactri i lit ir the state The Vermont Joint
owners 14 Vermont wutilities, including us, entered
inte a adreement with Hydro-Quebec in 1987. The agreement
contains —up" provisions that state that if any VJO member defaults on
its murvha opbligaticen under the «ccntract to purchase power from
Hydro-Quebac tnen the other VJO participants will assume responsipbilit:
for the qder aulylud party's share on 5 Our pro-rata share of

However, we have

S

the pur se power obligation is 10%. If any member of the VJO defaults on
it obiigations mnunder the Hydro-Quebec agreement, then the remaining
mempers Of  the VJC, including may bpe required to pay for a
E tantially larger share of the total power purchase obligation for
T mainder of the agreement (which runs througn 2013). Paragraph 13 of
13 45 require that we disclese "the maximum potential amount of
fute payments (- scounted) the guarantor could be required to make
under the guarant Paragrapn 13 also states that we must make such
disclosure "... ev the lixelihood of

the guarantor's having to makxe
guarantee 1s remote..." As ncred above, cur
a result of default by another VJO member, such

isfy the "maximum potential amount”
hat

any payments unde
obligatien only arises
as upon bkankruptcy. Thererfore, to
disclosure reguirement we must all memcers of the VJ0
simultanecusly default, a highly Y nario given that the two
members of the VJO that have the largest potential payment obiigations are
guplicly traded with credit rarings equal to or superidor e ours, and chat
all VJO members are regulated utility providers with regulated cost
recovery. Despite the remote chance that such an event ceould occur, or that
the State of Vermont could or would allow such an event, assuming that all
The members of the VJC defaul:ied on January i, 2008 and remained in default

for the duraticn of the contract {another % vyears);, we estimate that our
undiscou d purchass cbligatiocon for 2008 through 201> would be
approximataly §$1.1 pilllen. In such a scenario the Company would then own

the power and could seek to recover its costs. We would do this by seeking
to recover our costs from the defaulting mempers and/or reselling the power
to other utility providers or the northeast power grid. There is an active
market for the sale of power. We could potentially lose money if we wers
unable to sell the power at cost. We caution that we cannot predict with
any degree of certainty any potential outcome.

2. Manageme iscus vsis of Financial Condition ana Results

Forward-Lcoking Statements

tarly report on Form 10-0 contalns forward-looking statements that are
ri a that could cause actual - :

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



materially from those expressed or implied in the tatements. Statements that

are not historical facts are forward-looking st
safe harbor provisions of the Pr

el
{including oral representations] are only predictions o
which we review continuously. Forward-looking sta

atewe"ts made pursuant to the
Litigation Reform Act of 1995.
similar expressions are
rward-looxing statements
r statements of current
tements may differ from
-

as "belisve," "anrt
to identify rforward-looking Sta'QHEWtS

iparte,”

future results due to, but not limited to, and our furture results may be

materialily effected by, any of the following possipilicies:

Reductions in the number of our access lines and high-speed internet
subscribers;

cable, wir
rnet protoco

and other wireline
P! or otherwise};

pricing,
that we wi

ard loc
aLr

offerings, including
terms that are both

cur apility
prcfitable

Cur abi d data services in order to ofiset

ongoing 1 services, switched access

service

Change as
equir

The effects of ongoing changes in the regulation of the communicat

industry as a result of federal and state legislation and regula;zon,

inciuding porential changes in state rate of retyrn limitations on our

earnings, charges and supsidy payments, and regulatory network

upgrade and rel requirements;

our manage our operations, operating expenses

and to pay dividends and to reduce or refinance

given to
tings organizations,
and/or increase the

industry, which

roduct
hat our ongein
exceed the capabilic

The erfects of increased expanses and
related funding reguirements;

Change
federal or

laws, regulations or rulings, and/or

in

The ef 2 S of state regulatory <ash wmanagement policies on our
ability to  transfer cash among our sSubsidiaries and to the parent
company;

expiring in

Cux

mron share dividend annually, which
from operations, amount of capital
lraments, ash palﬁ for income taxes
and our

of any
with workar
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* The effects of any u
current or future le
audits or disputes.

nfavorable outcome with respect to any of our
gal governmental or regulatory proceedings
Any of the foregoing events, or other events, could cause financial information
to vary from management's fcrward-looking statements included in this report.
You should consider these important factors, as well as the risks set forth
under Item 1&. "Risk Factors,”" in our Annual Report on Form 10-K for the year
ended December 31, 2007, in evaluating any statement in this report on Form 10-9
or otherwise made by us or on our behalf. The following information is unaudited
and should be read in conjunction with the consolidated financial statements and
related notes included in this report. We have no obligatlion to update or revise
these forward-looking statements.

Overview

re a fu‘l—%ervice communications provider and one of the largest exchange

relepnone carriers in the country. We offer our incumbert local exchange carrier
(ILETC) servicas under the "Frontier™ name. On March 8, 2007, we completed the
acguisition of Commonwealth Telephone Enterprises, Inc., which inciudes a small
competitive local nange carrier (CLEC) component. This acquisition expands
our presence 1in  Pennsylvania and strengthens our position as a leading
full-service communicaticns provider tc rural markets. On October 31, 2007, we
completed the acguisition of Global Valley Networks, Inc¢. and GVN Services which
evpands our presence in Califcrnia and also strengthens our rural position. As
of Mar~zh 31, 2008, we operafed in 24 stazes with approximately 5,800 emplovees.

Competition in the elecommunications industry is intense and increasin
evperience competition from many telecommunications service providers,

cable operators, wireless «carriers, voice over internet protocol {VOIP)
providers, 1long distance providers, competitive local exchange <carriers,
internet proviaders and other wireline carriers. We beiieve that as of March 31,
2008, approximat the househoids in our territories are able toc be
served by al fe'ratc prﬁv%ders. We also believe that competiticn will

continue to intensi 08 and 2005 across ali of cur products and in all of
our markets. Our pusiness experienced erosion in access lines and
switched access minutes in 2007 and the first three months of 2008 primarily as
a result of competition. Competition in osur markets may result in reduced
revenues in 2008 and 20093.

The ccmmunications industry is u
extremely CemperitiVQ, resultin
continue and result in a challiengi r an
also result in more bkankruptoies in the secto

ability to collect meorey cowed to us by carriers.

gnificant <changes. The market is
rizes. These trends are likely to
vironment. These factors could
r and, therefore, affect our

We employ a number or strategies to combat the competitive pressures noted
above. Our tegies are focused in three areas; customer retention, upgrading
and up- J services To  our existing customer base, and new product
deployment.

We hope to acnieve our customer retention gcals by bundling services around the
local access line and providing exemplary customer service. Bundled services
include high-speed interner, unlimited long distance calling, enhanced telephone
features and videc offerings. We tailor these services o TChe needs of our
residential and business customers 1n the markets we serve and continually
evaluate the introduction of new and complementary products and services, which
can also be purchased separately. Custcomer retenticn 1s also enhanced by
offering 1, 2 and 3 year price protection plans where cuszomers commit to a fterm
in exchange for predictable pricing. Additionally, we are focused on enhancing
the customer experience as we believe excepticonal customer service will
differentiate wus from our <competiticn. Our commitment to providing exemplary
customer service is demonstrated by the expansion of ocur customer services
hours, shorter scheduling windows for in-home appointments and the
implementation of call reminders and follow-up calls for service appointments.
In addition, due to a recent realignment and restructuring of aperoximately 65
local area markets, these markets ar2 now operated by local managers with
responsibility for the <customer experience 1n these markets as well as the
financial results.

We utilize rtargeted and innovative promotions to upgrade and up-sell a variety
of service offerings including high-speed inrternet, video, and enhanced long
distance and feature packages in order to maximize the average revenue per
access line (wallet share) pa tc Cizizens. We intend tc continue to evaluarte
the need and effectiveness of offering such promotions to drive sales and may
offer additional preomotions during 2008.

Lastly, we are focused on introducing a number of nev products that our
customers desire including wireless data, 1nternet portal advertising and
"Frontier Peace of Mind" product suite. This last category 1is a suite of
products aimed at managing our customers' computer environment and protecting
residential and business customers against catastrophic computer meltdowns. It
includes one or a combinaticn of hard drive back-up, access to an enhanced level
of help desk support and inside wire maintenance. We intend to offer our Peacs
of Mind services both toc our customers and tc other users inside and outside of
Cur service ‘territories. ithough we are optimistic about the opportunities

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



provided by each of these 1initiatives, we can provide no assurance about their
long term profit ity or impact on revenue.

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

Revenues from data and internet services such as high-speed internet continue to
increase as a percentage of cur total revenues and revenues from services such
as local.lire and access charges (including federal and state subsidies) are
decreasing as a percentage of our total revenues. The decreasing revenue from
historical sources, along with the potential for increasing operating costs,
could cause our profitapility and our cash generated by operations o decrease.

18
ay  Liguidity and
of March 21, nad sh  equivalents
ilion. Our ©prir ds  continued
ations and i 1g For the th
i c 1S, incramental
r dividends,

fiows, existing cash baiances, and
our working
5

ciiity
capital requirements, L capital
through 2009, pay ta dividends
our dividend policy and supp
strateglies. However, a numper of £

shoxrt fezm ana

including but creased cash taxes, losses of 4

increases in competitiocn subpsidy and access revenues ars expe

reduce our cash genar: Cur below-investment grade
ratings may make it more alt d expensive to refinance our maturin
although we do  not have any £ maturities untii 2011 W
approxin turing during tThe last nine months

and app miliion oI debr maturing in 2

2014, res

We have in recent vyears pai amounts ol cash taxes. We expect

that in
Lederal

increase substantially a
AMT tax credit carryforwarad

: 5
1 2007 ana 2008. We paid $§1.9 on
r Yﬁ*eﬂ months of 200 0 pav 13T

$120. million for 2008. i

currently estimazead conomic

Cash Flow used by Investing Activities

On March 8, 2007, we acguired Commonwealth 1in a2 cash-ard-stock taxable
transacticn, deration of approximately 31.1 billion. We paid
$804.1 million in million new, after cash acguired] and is
commen stock with a $247.4 million.

On October 31, 2007, we completed the gquisition of Global Valley Networks,
Inc. and GYN Services for a total cash conslideraricn of $02.0 miliion.

Capital Expenditures

For the three months ended 21, 2008, ocur capital expenditures were $48.0
million We cn i 1 scrutiniz all of our «capital projects,
emphasize return on rnd focus our *”p ital expenditures on areas and
services that have o ect o revenue growth and
cost  reduction. f approximatel: $300.0

miliion tc 3Z210.

For the rthree months ended March 31, aggregate principal
mount of $1:9.4 million of debt, in rrincipal amount of
our 9.25% 3enicr Notes due 2011, 30.0 r unsecured -debt and
iti loan contrs 5 ated
r Ccnvertible were
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During the of 2007, wWwe temporari ly borrowed and repaid 3200.0
million wutilized to temporarily fund the acquisition of Cemmonwealth, and we
paid down the $35.0 millicn Commonwealth credit facility. Through March 31, 2007
we retired $114.6 million face amount of Commonwealth convertible notes for

ich we paid $92.2 million 1n cash and $22.4 million in common stock. No
additional amounts have pbeen retired since that time.

19

We may from time to time repurchase our depbt in the open market, through tender

offers, exchanges of debt securities, by exercising rights to call or in

privately negotiated transactions. We may also exchange existing debt for newly
ssued debt obligatiorns.

Issuance of Deabt

On March 28, 2008, we b or s r term 1oan
facility that was estap an matures in 2013 and
bears interest based on ecticn, plus a margin

varie n used the proceeds to

n principal amount of
million of premium on

gregate $30

0 million
amount sale were
dcwn rred on Ma
under ition of C
and ! r T amount of
Senior Notes due 2608 at i ¢ L a3 accrued and unpaid

offer (to
of private placer
principal amount of 7.

on December 22, 2006, for

In the second guarter o
register the debt) Ior ¢
described above, in d
Senior Notes due 2027
registered notes

Az of March
million have

tortal principal amount of $197
shares of our common stock, and a

total of $4. r third parvies. QOur long-term debdt
footnote indicare 314.% million of EPPICS outstanding at Marcn 31, 2008, of
which $10.5 million is debt of related rparties for which we have an offsetting
receivable.

Interes:

In order to manage our interest expense, we had entered into interest rate swap
agreements. ”nder the terms oI these agreements, we made semi-annual, flecating
rate intere payments based on six month LIEOR and received a fixed rate on the
notional am ounf The underlying variable rate on these swaps was set either in

advance or in arrears.

The notional amounts of fixed-rate indebutedness hedged as of December 3i, 2007
were $400.0 million. Such c¢ontracts required us to pay variable rates of
interest (estimated average pay rates of approrximately 8.54% as of December 31,
2007, and receive fixed rates of interast {average receive rate cf 8.50% as of
December 21, 2007). All swaps are accounted for under SFAS No. 133 las amended)
as fair value hedges. For the three months ended March 31, 2007, the interest

expense resulting from these interes:t rate swaps totaled approximately $1.
million.

Cn January 15, 2008, we terminated all of our interest rate swap agreements
representing $400.0 million notional amount of indebtedness assoclated with our
Senior Notes due and 2013Z. (Cash proceeds on the swar terminations of
approximazely $1¢% ion were receilved in January 2008. The related gair has
been deferred on e balance sheet and is being amortized into interest expense
over the term of the assoclated debt.

ot

edit Facilities

31, 2008, >f credit with €financial

ns 1in the aggr million and there were no
oucstanulng atandb/ lette er the facility. Assoclated
facility epend ratio, and were 0.225% per
annum as 2008 tle for this $25C.0 millicn five
year revolving credit agreement is May 18, During the term of the credit
facility we may borrow, repay and reborrow funds. The credit facility 1is

v i
available £for general corporate purposes but may not be used to fund dividend
payments.

arms
agreeme ts
maintenanc

ontained in our indentures and credit facility
: yment of principal and interest when due, the
existence, xeeping proper pooks and records in
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accordance with U.S. GAAP, restrictions on the allowance ¢of liens on our asset
and restrictions on assest sales and transfers, mergers and other changes in
corporate control. We currently have nc restrictions on the payment of dividends
either by contract, rule or regulation, other than those imposed by the Delaware
General Corporate laws. However, we would be restricted under our credit
facilities from declaring dividends if an event of default has occurred and is
continuing at the time or wiil result from the dividend declaraticn.

20
Cur $200.0 million term loan facility with the Rural Telephone Finance
Cooperative (RTFC) contains a maximum leverage ratio covenant. Under the

leverage ratio covenant, we are required to maintain a ratio of (i} total
indebtedness minus cash and cash eguivalents in excess of $50.0 million to (ii)
consolidated adjusted EBITDA ({as defined in the agreement; over the last four
quarters no greater than 4.00 to 1.

Qur $250.0 million credit facility, and our $1350.0 million and $135.0 miilion
senior wunsecured term loans, each contain a maximum leverage ratio c¢ovenant.

Under the leverage ratio covenanz, we e regquired to maintain a ratio of (i)
woctal indebtedness minus cash and casn equivalents in excess of $50.0 million to
(ii} ccnsolidaeted adjusted EBITLA n

the agresments) over the last
1

four quar'ars no greater tnan 4.30 to 1. Althougn all of these £
unsecured, they will be equally and rata

1y secured by certain lie
and ratably g)aran:eed bv certain of our subsidiaries if we issi
secured or guaranteed.

Our credit Tfacilitles and certain 1indentures for our sSenlor unsecured debt
obligations limiv our ability to create liens or merge or consolidate with other
comganias and cur subsidiaries' ability to borrow funds, subject to important
exceptions and qualificacions

We are In compliance with all of our debt and credit facility covenants.

Proceeds Ifrom the Sale of Ec

We receive proceeds from the ilssuance of our cZommon stock upon the exercise cf
options pursuant to our stock-based compensation plans. For the three months
ended March 2., 2008 ana 2007, we received approximate illion and $5.1
millicon, resvectively, upon the exercise of outstanding rions.

In Fepruary 20083, our Board of Directors authorized wus to repurchase up to
$200.0 million of our common stock in public or private transactions over the
following twelve month period. This share repurchase program commenced on March
4, 2008. As of March 21, 2008, we had repurchased approximately ! ,3 7,000 shares
of our common stock at an aggregate cost oI approximately $24.8 mil ’1on

In February 2007, our Beard of Directors authoriczed us to repurchase up to
$250.0 million of our common stock in public or private <transactlons over the
following twelve month period. This share repurchase program commenced on March
19, 2007 and was completed on Cctober 15, 2007. During 2007, we repur”hased
17,279,600 shares of our common stock at an aggregats cost of $250.0 million.

Dividends

We expect to pay redgular gquarterly dividends. Our ability to fund a regular
quarterly dividend will be 1impacted by our ability to generate cash from
operations. The declarations and payment of future dividends -will be at the
discretion of our Board of Directors, and will depend upon many factors,
incliuding our financial «condition, results of operations, growth prospects,
funding requirements, applicable law, restrictions in our credit facilitzies and
other factors our Board of Directors deems relevant.

We do not maintain any of sneet arrangements,
or other relationships with unconsolidated entities
have a material current or future effect upon our financi

ransactions, obilgations
hat would be expected to
ial statements.

t
t

ciss and Estimates

We all significant es%imates affiecting our consolidared fina
statements o©n a recurring basis and record the ffect of any neces
adjustment prior to their publication. Uncertainties with respect to such
estimates and assunptions are inherent in the ©preparation of finan

statements; accordingly, 1t is possibie that actual results could differ
those estimates and changes to estimates could occur in the near term.
preparation of our financial statements requires management to make e
and assumptionsg that zffect the reported amounts of assets and liabil
the date of the financial statements, the disclosure of the contingent assets
and liapilities and the reported amounts of revenue and expenses during th

reporting period. Zstimates and judgments are used when accounting for 3410wance
for doubtful accounts, impairment of long-lived assets, intangible assets,
depreciation and amorti pensiocn and other postretirement benefits,
leng-term  incentive program, 1ncome taxes, c¢ontingencies and purchase price
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allocaticns, among others.

Management has discussed the development and selection of these critical
ccounting stimates with the Audiz Committee of our Board of Directors and our

e
Audit Committee has reviewed our disclosures relating to such estimates

There have been no material changes to our critical accounting Uolic*ns and
estimates from the information provided in "Item 7. Management's and
Analysis of Financial Cendition and Results of Operations” our

ons
Annual Report on Form 10-K for the year ended December 31, 2007.

New Accounting Pronouncements

The following new accounting standard
quarter cf 2008 without any matar
standards are more
statements.

[

impact. All e
2 consclidated financial

* Fair Value Measurement

Liabilities -

Including an Amendment

The following new accounting standards that will be adopted by the Company in
2008 and 2029 are currancly being evaluatad by the Company.

()

N
Iapl

b}  Results of Operations

the Company has shown adiustments to ifts financial

affects of the acguisitions of CTE and GVN gecause
the acguisitions and their impact on the Com v's
2008. The Company's variance explanations W
of 2007 ard 2008 for Citizens ({excluding C a
sentence  in each section of revenue or exp s
and/or variances based upcon an analysis cf Citizens

rr.es

JENUE

Reverue 13 generated primarily through the provision cf local, netwoerk access,
long distance, and data and internet services. Such services are provided
through either a monthly recurring £f2e or a sed on usage at a tariffed
rate and revenue recognition 1is not dependent upon significant Judgments by
managemsn witn the exception of a determination of a provision for

uncollectible amounts.

Consolidated revenue for the three menths ended March 31, 2008 increased $13.1
million, 2%, as ccmparerd with the prior vy eriod. Excluding the additional

revenue ue Lo the CT 1 GVN  acs venue decreased $48.9 million
Aduring the first three months of i with the pricr year period.

Curing the firsc quarter oI 2007, itcant favorable secttlemenz of a
carrier dispute thar resulted in a favorable -time impact to our revenues of
$338.7 million. Excluding the additional revenue due to the Commonwealtn and

Giobal Vvalley acguisitions and the one-time favorakle
quarter of 2007, our revenue for the three months ende

first
2008 would
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subsidy revenue and switched
million increase in data and

Change in the numper of ocur ac lines is important to our revenue and
profitability. We have lost access lines primarily because of competition,
changing consumer behavior, economic conditions, changing technology and by some
customers disconnecting second lines when they add high-speed internet or cable
modem service. We lost approximately 43,100 access lines during the three months
ended March 31, 2008, but added approximately 20,200 high-speed internet
subscribers during this same period. The loss of lines during the first three
months of Z008 was primarily among residential customers throughout our markets.
The non-residential line losses were principally in our central and eastern
regions and Rochester, New York. We expect to continue to lose access lines but
to increase high-speed interner subscribers during the remainder of 2008. A
centinued loss of access lines, <combined with increased competicion and the
other factors discussed herein may cause our revenues, profitapility and cash
flows to decrease in 200§.

Our historical res
the date of its

include the res

-1 O

perations of Commonwea
n ~

e

a on Marc and of GVN from the da
acguisition on O 2007. ncial tables below 1
C arative analy ons on a nistorical pasi r th
three months ended have alsc oresented an lysis
o ach category March 21, 2008 ana 2007 for the
r its of Citizens the resulits of our acgulsitions,
as incluoded in the consolidated resul aticns.

REVED

For the three menths
ended Marcsh 31, 2008

________________ Acgulsition CTE) $ Change % Change
158 $ 29,498 $ 187,660 $ 204,44 $ 7,075 $ 197,369 3 (9,709 -5%
982 19,370 126,612 113,024 4,155 113,869 12,743 1%
318 20,548 37,270 139,024 5,655 133,329 {46,059 -35%
423 3,409 38,044 40,428 2,047 38,381 (337) -13
£28 597 28,031 28,670 68 28,802 (57 2%
166 4,215 18,951 25,557 1,624 23,931 38 13

w

<

Local Services
Local services revenue for the menths ended March 31, 2008 increased $12.7
miliion, or ©%, as compared prior year period. Excliuding the additional
local services revenue due to £ and GVN acquisitions of 529.5 million and
57.1 million for the three month ded March 31, 2008 and 2037, respectively,
local services revenue decreas million, or 53, as compared with the prior
year pericd. The loss cof acce s accounted for $7.3 millicn of the decline
ir a ervices revenue. Enhan services revenue decreased $1.2 million, as
e i the prior year peri primarily due to a decline in local access
nif s <

s
,

- in customer purchasing 1ndividual features versus our
communications packages.

Econcm conditions and/or increas
to sell our packages and pundles an ause us to increase our promotions and/or
lower our prices for those products and services, which would adversely affect
our revenues, profitability and cash Iflow

[

Data and Internet Service
Data and 1aternet services revenue for the three months ended March 31, 2008
ed wilth the prior vyear period.

i

increased $28.0 million, or 24%, as compar
Excluding the additional data and internet services revenue due to the CTE and
GVN acqulsitions of $19.4 1lion and $4.2 million for the three months ended

March 31, 2008 and 2007, re /s, data and internet services revenue for
the three months ended Ma 008 increased $12.7 miilion, or 11%, as
compared with the prior v period, oprimarily due to growth in data and
high-speed internet customers. The number of the Company's high-speed internet
subscribers has increased by more than 62,100, or 15%, since March 31, 2007,
exciuding the acq 2d properties. Data and intarnet services also includes
revenue from data ransmissicn  services to other carriers and high-volume

m

H

commerclial custo it deaicate high-capacity circuits 1like DS-1's and
DS-2's. Revenue e dedicated hign-capacity c¢ircults increased $4.8
millicn, or 9%, ed with the pricr year period, rimarily due to growth
in the number of ulcs.
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Access services revenue for the three months ended March 31, 2008 decreased
$31.2 millicn, or 22%, as compared with the prior year period. Excluding the
additional access services revenue due to the CTE and GVN acquisitions of $20.5
miliion and $5.7 million for the three months ended March 31, 2008 and 2007,
respectively, access services revenue for the three months ended March 31, 2008
decreased $46.1 million, or 35%, as compared with the prior year period.
Switched access revenue of $59.3 million decreased $41.1 million, primarily due
to the first quarter of 2007 settlement of a carrier dispute resulting in a
favorable impact on our revenue of $38.7 million {(a one-time event) and the
impact of a decline in minutes of use related to access line losses. Excluding
the impact of that one-time Zfavorable settlement in the first quarter of 2007,
our switched access revenue for the first quarter of 2008 would have declined by
$2.5 million, or 4%, from the comparable period in 2007. Access services revenue
includes subsidy payments we receive from federal and state agencies. Subsidy
revenue of $27.9 millicn decreased $4.9 million, primarily due to lower receipts
under the FOdera‘ High Cost Fund program resulting from our reduced cost
structure and an increase in the program's National Average Cost per Local Loop
{(NACPL) .

Increases in the number of Competitive Eligible Telecommunications Companies

(CETC} {including wireless companies) receiving federal subsidies, among other
factors, may lead to further increases 1in the NACPL, +thereby resultiang in
decreases 1in our Tfederal subsidy revenue in the fJ‘i*e. The FPederal
Communications Comm a {FCZ) and state '03”la ors are current ly considering a
nurmber of propesals for changing the mann in whi igipility for federal

subsidies is determined as well as the amounts of such On May 1, 2008
the FCC 1issued an order to cap CETC receipts <from cost Federal
Universal Service Fund. While this order will have no impact on our current
receipt levels, we believe this is a positive £ilrst step to limit the rapid
growth of the fund. The CETC cap will remain in place until the Commission takes

additional steps towards needed reform. The FCC is also reviewing the mechanisn
by which subsidies are funded. Additionally, the FCC has an open proceeding to
address reform to acce charges and other intercarrier compensation. We cannot

predict when or how these matters will be decided nor the eZfect on our subsidy
or access revenues. In addition, we have been approacned by various carriers
seeking reductions in intrastate access rates 1n c¢ertain states. Future
reductions 1n our subsidy and access revenues will directly affect our
profitability and cash flows as those regulatory revenues do not have assoclated
variable expenses.

24

Long Distance Se
Long distance
increased $90.0
Excluding the addi
acquisitions of
31, 2008 and 20C7, L
months ended March 31, 200
r

the three months ended March 31, 2008
compared with the prior vyear period.
services revenue due To the CTE and GVN
millicn for the three months ended March

t distance services revenue for the three

5 decreased $0.3 million, or 1%, as compared with the
prior year period, «despite an increase in cur long distance- minutes of use. We
have actively marketed z package of unlimited long distance minutes with our
digital phone and state unlimited bundled service offerings. The sale of our
digital phone and state wunlimited products, and its associated unlimited
minutes, has resulted In an increase 1in long distance customers, and the minutes
used by these customers. This has lowered our overall average rate per minute
killed.

Our longy distance minutes of use increased by 14% during the three months ended
March 31, 2008 compared to the three months of 2007 and, as noted below in
network access expenses, has increased our cost of services provided. Our long
distance services revenues have remained relatively unchanged, but may decrease
in the future due to lower rates and/eor minutes of use. Competing services such
as wireless, VOIP, and cable teleghony are resulting in a loss of customers,
minutes of use and further declines in the rates we charge our customers. We
expect these factors will <continue to adversely affect our long distance
revenues during the remainder of 2008.

Directory Services
Directory services revenue for the three months ended March 31, 2008 was
relatively unchanged as compared with the prior year period.

Other
Other revenue for the three months ended March 31, 2008 decreased $2.4 million,
or 9%, as compared with the prior year period. Excluding the additional other

revenue due to the CTE and GV¥N acquisitions of $4.2 miZlion and $1.6 million for
the three months ended March 31, 2008 and 2007, respectively, other revenue for
the three months ended March 31, 2008 decreased $5.0 million, or 21%, as
compared with the prior year period, primarily due to higher bad debt expenses
lower sales of customer premise equipment, decreased "bill and collect” fece

revenue and reduced cellular revenue from the Mohave (Ceilular Limited
Partnership.

i
o

OTHER FINANCIAL AND QPERATING DATA

As of As of 3
March 31, 2008 March 31, 2007 Change
Rccess lines 2,287,108 2,538,471 -6%
High-speed internet (H3I}
subscribers 542,020 464,050 17%
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Video subscribers 101,418 76,008 333
For the three months ended March 31, 2008 For the three months ended March 31, 2007
itlzens
As {excluding As Citizens
Reported Acquisitions CTE and GYN) Reported Acquisition {excluding CTE) Change
Switched access minutes of
use (in millions} 2,602 380 2,528 g0 2,433 -9
Average monthly revenue per
average access line $ 78.77 $ 62.77 5 82.05 NA NA 84.38 " * ~3%

* For the three months ended March 31, 2007, +<he calculation includes the $38.7
million favoraple impact from ths first guarter 2007 settlement of a switched
access disputa. he amount is §73.29 without f£he $38.7 million favorable impact

from the ssttiement.

NETWCRK

months
2007

months ended March 3i, Z008

1 the prior year period

due to the CTE and GVN

ﬂe"vofk aca months ended M ch 31, 2008

increased $1.5 m oxr COmpa with the pricr year pe
due to increasing rates and us reiated to our long di °*an
data backbone. Additionally, the first guarter of 2008 included c

spead 1

nt new
custome

arnet promo:icns that
rs As we continue to
internet and expand th
plans,
A 1e:line in

our sales of
ity of our
nse is likely

n 3
scme of the

OTHER OPERATING EXPENSEZ

For the three months snded March 31, 2008 For the three months ended March 31, 2007
Citizens

{3 in thousands’ As fexcluding As Citizens
———————————————— Reported CTE and GVN) Reported Acquisitions uding CTE} $ Change Change
Wage and bere

expanses 51990, 148 $ 10,400 S 8%,74¢ $ 99,3282 3 3,977 $ 95,851 s (6,105} -&%
Saverance and early

retirsment costs 2,391 - 2,891 - igz2 2,709 M
Stock based

compen 3,012 - 3,012 3,407 - 2,407 1388} —-11%
211 other oparating

expenses * Fe, 631 85,859 5,423 * 80,427 -5

s s 172,287 5189,2 5 9,400 s 179,867 s (7,580 L

*Includes $11.5 million and $3.8 million of commcn corpcrate jote]
the TTZ and GVN operations for tﬁe three menths ended March 3 8 and 2007,

respectively.

Zonsolidated other operating expenses for the three months ended March 31, 2008
increased 514.0 million, cx 7%, to $203.2 miilion as compared to the prior vy2ar,
primarily the result of cur 200 acguisitions of CTE and GYN. Other operating
expenses were impacted as follows:

Aage and bene expenses
Wage and benefit expenses for the three months ended Marc

31, 2008 were

relatively wunchanged as compared with the prior yea period. Excluding the
iziocnal wage and bene expenses due to the CTE and GVN  acgu of
miilion and $4.0 million for the three months ended March 31, and
respectively, wage and benefit expenses de 4 $6.1 million, or for

the three months ended March 31, 2003, as <o parpﬁ with the prior vy iod,
primarily due to headcount reductions and associated decreases in ¢ ion

2nd benefi
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Included 1in wage and benefit expenses is pension and other postretirement
benefit expenses. These costs for the three woqths ended March 31, 2008 and 2007
were approximately $1.6 million and 5$3.0 millicn, respectively. Based on current
ions and plan asset values, we estimate that our 2008 pension and other
ement Dbenefit expenses will pe approximately $5.0 million to $10.0
million and that no contribution will be made by us to our pension plan in 2008.
In future periods, if the value of our pension plan assets decline and/or
projected pensicn and/or postretirement benefit costs increase, we may have
increased pension and/or postretirement expenses.

Severance and early retirement costs

Severance and early retirement costs in the first quarter of 2008 increased $2.
million as compared with the prior vyear period, primarily due to a charge
related to employee early retirements and terminations for 38 Rochester, New
York employees.

Stock based compensation

Stock based compensation for the three months ended March 31, 2008 decreased
$0.4 million, or 11%, as compared with the prior year period due to reduced
costs associated with stock units and stock oprions, since we have fewer stock
option grants tnat remain unvested compared
e

to the prior year period, partialily
offset by <costs associated with the eacently adopted long-term incentive
pregram.
All other operating axpenses

All otner operatingy expenses for the three montns ended March 31, 2008 increased
$1i.4 millicn, or 13%, as comcared witn the prior year period. Excluding the

,
additional e: due to the CTE and GYN  acquisitions of $20.6 million and
$5.4 million f e thres months ended March 31, 2008 and 2007, respectivelwy,
all other cperating expenses for the three months ended March 31, 2008 decreased

$3.8 millicon, or 5%, as compared with the prior year period, primarily due %o
tne allocation of common corporate COSTs over a larger base of o“eraflons, which
now includes Commonwealth and Glopal Valley. Our purchases of CTE and GVN have
enabled us to realize cost savings by leverazging our centralized back office,
customer service and administrative suppcrt functions over a larger customer
base. An increase in consulting and other cutnside services of 33.8 million for
the three montns ended March 21, 2008 offset some of the decrease in s¥penses
noted aktove.
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DEPRECIATION AND AMORTIZATION EXPENSE

For the three months For the three months
ended March 31, 2008 ended March 31, 2007

As As
Reported Acaulsitions "“E ard GVN) Reported Acquisition hange
Deprsciation $ 95,145 5 15,288 s 79,347 $ 86,0847 $ 2,969 3 (3,840) ~5
Amortization 45,935 14,340 31,595 25,524 3,339 * - -
$ $122,181 $ 6,899 -3

*Represents amortization expense reliated o tne
CTE and GYN acquisitions and the Commonwealth ftrade

Consolidared depreclatlion and amortization expense for the three months ended
March 31, 2008 increased $18.9 million, or 15%, as compared with

rariod as a resuln of our 2007 acquisitions of CTE and GVN. Excluding the impact
of our 2007 acquisitions, depreciation and amortization expense for the tnree
months ended March 31, 2008 decreased $3.3 million, or 53%, as compared with the
prior year period, primarily due to a declining net asseft base partially offset
by cnanges in the remaining useful lives of cer*ain assets. An independent study
updating the estimated remalning useful lives of our plant assets 1is performed
annually. We adopted the lives proposed in the study effective Octagber 1, 2007.
Qur "composite depreciation rate" increased from 5.25% to 5.45% as a result of
the study. We anticipate depreciatlion expense of approximately $375.0 million to
$385.0 million and amortization expense of $180.0 millicn to $130.0 million for
2008.

I 4

INVESTMENT AND OTHER (LOSS) INCOME, NET / INTEREST EXPENSE / INCOME TAX EXPENSE

For the three For the three
months ended months ended
{($ in thousands) March 31, 2008 March 31, 2007 $ Change
Investment and
other ({loss) 1income, net S (1,235 $ 10,017 $ (11,252

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008




Interest expense
Income tax expense

$ 90,860
$ 26,628

$ 93,964 $
$ 41,688 $

Investment and other ({lcss) income, net
Investment and other (leoss) 1income, net for the thres months ended March 31,
2008 decreased $11.3 million, or 112%, as compared with tne prior year periocd,

primarily due to the loss on rerirement of

quarter of 2008, a decrease of
investments of cash, partially off
loan fee recorded during the first g
Cur average cash balance was $227.1
months ended March 31, 2008 and 2007
Interest expense

Consolidated interest
decreased $3.1 million,
due to the amortization of the defe
our interest rate swap agreements
first quarter of 2008. Our average
$4,945.8 million for the three
respeccively. Cur composite aver

r

tive
compared with the prior year was 25
7.6%

expense for
or 3%, as co

50

Income tax
Inccme tax

expense
expense for
million, or 36%, as
changes in taxable
for the first three
first three months of a
31, 2008 were 31.9 mi a d
months of 2007. We expsct to pay a
for the full year of 2008. Our 20
estimated impact of the "EZconomic

che thres mo
compared
income. The ef
months of 20
20067.

Cur ¢
1a

2ion,

(T o' 0 D w D

There were no matarial

31, 2007 related to uncerta

No. (FIN) 43 for the three montns

expiration of «certain statute of
liabilities are being reduced by $1
This reduction will lower income ta
million and deferred income tax asse
of 2008.

hanges to t
-

c
rtain tax po
r

Item 3.

risks a

Disclosurs of primary markert
We are exposed to market risk in
due to ongoing investing and fund
our pensicn assets. Market risk ref
a financial inscrument as a result

prices. We do not hold or issue der
instruments or other financial instr
do not undertake any specific action
we are not party to any market ris
normal course of business. OQur grim
ris¥% and eaquity price risk as follow

the

ng

Interest Rate Exposure

risk rfor chan
pcrtion of our
approximately
after the term
15, 2008.

Our exposure toO market
the interest-bearing

of March 31, 2008 was
interest rate changes
agreements on January

Our oOblectives
interest race

in managing our in
changes on earning
borrowing costs. To achleve these
borrowings at March 31, 2008 have fi
limited material future earnings or
rates on our long-term dept. An adv
the amount that we pay on our Vv
fluctuations in the fair wvalue of
overall interest rate exposure at Ma
rates would not materially affact ou
of operations or cash flows.

On January 15, 2008, we terminated
representing $400.0 million rnoftlonal
Senior Notes due in 2011 and 2013,

approximately $15.5 million were re

debt of $6.3 million during the first

$3.4 million in income from short=~term
set by the $4.0 million expense of a bridge
uarter of 2007. . -
million and $1,039.4 million for the three
, respectively.

the three months ended March 31, 2008

mpared with the prior year period, primarily
rred gain assocliated with the termination of
and retirement
debt outstanding was $4,75
months ended March
e Dborrowlng rate as of
asis points lower, decrea

2 million and
08 and 2007,
n 31, 2C08 as
g from 7.94% to

2!
b

nths ended March 31, 2008 decreased $§15.1
h the prior year period, primarily due to
ctive tax rate on a fully conso.idated pasis
was 26.9% as compared with 38.1% for the
taxes paid for the three menths ended March
rease of $4.9 i rom the first three

roximarely §1
cash tax esti
imulus Act of

3120.0 mitlion
the currently

[ae}
~1

he liablilities on our books as of December
sitions recorded under FASB Interpretation
ended March 31, As a result of the

limitations o©n 5, 2008, these

6.2 miliion in
N expense by $7.
ts by $5.7 milli

quarter of 2008.
goodwill by $2.0
he s=cond gquarter

t

nd how they are managed

normal course of our opusiness operaticns
activities, including those assoclated on
ers to the potential change in fair value of
of fluctuations in interest rates and equity
ivative instruments, derivative commodity
uments for trading purposes. As a result, we
s to cover our expoasure to market risks, and
k  management agreements other than in the
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94% fixed rate debt wifh minimal exposure to
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g and cash flows and to lower our overall

objectives, all but $233.1 million of our
wed interest rates. Consequently, we have
cash flow exposures from changes in interes:
erse change in i rest rates wculd increase
ariable obligations and could result in

01r fixed rate obligations. Based upon our
rch 31, 2008, a near-term change in interes:
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been deferred on the balan sheet, and is being amortized into interest expense
over the term of the associ .
Sensitivity analysis of interest rate exposure
At March 31, 2008, the fair value of our long-term debt was estimated to ke
pproximately $4.4 billion, based on our overall weighted average borrowing rate
of 7.65% and our overall weighted average maturity of approximately 13 years.
There has been no material change in the weighted average maturity applicable to
our obligations since Decempber 31, 2007.

Equity Price Exposure

Our exposure to market risks for changes in security prices as of March 31, 2008
is limited to our pension assets. We have no other security investments of any

material amount.

Item 4. Controls and Procedures

a) EBvaluartion of disclosure controls and procedures
e

carried out an evaluation, under the supervision and with the vparticipaticn
of our management, including our principal executive offi 4 principal
financial officer, regarding the eifectiveness cf the design and operatior of
our disclosure controls and procedures. Based upon this evaluatiocn, our
principal executive officer and principal firancial officer concluded, as of the
end of the period covered by this report, March 31, 2008, that our disclosurs

controls and procedures ars effective.

{b} Changes in internal cortrol over Iinancial rerorting

‘Ae reviewed our internal contrcl over finarcial reporting at March 3
There has been no change in our internal oONTIC cver fipancial «r
identified in an evaluation thereof that oP‘Jr*ed during the first
quarter of 2008 that materially aff e“teﬂ or 1s reasonably likely to mat
affect our internal contrcl over financizl reporting.

Item 1. Legal Procesadings

There have bpeen no changes - legal ©proceedings from the
information provided in . Legal Pr i i : in our Annual Repor:
on Form 10-X for the year ended December { xZept as set forth below:

Ronald A. Katz Technolongy Licensing LP, inst us for patent
infringement on June 8, 2007 in the U.3. or the District of
Delaware. Karz Technology aileges that, by operati auztcmated telephone
systems, including customer service systems, that customers Lo utilize
telephone calling cards, order internet, DSL, and dial-up services, and perfcrm
a varlety of account related tasks such as bDbill and  payments, we have
irnfringed thirteen of Katz Tecnnology's patents and continue Lo infringe three

of Katz Technology's patents. Katz Technology seeks unspecified damajes
resulting from our alleged infringement, as well as a permarent iniunction
enjoining us from continuing the alleged infringement. Katz Technology
subsequently filed a tag-along notice with the Judicial Panel on Multi-Discrict
Litigation, notifying them of this action and its relatedness to In re Katz
Interactive Dial Processing Patent Litigation (MDL No. 1816}, pending in the
Central District of California before Judge R. Gary Klausner. The Judicial Panel
on-Multi-District Litigation has transferred the case to the Central District of

Califarnia. In January 2008, we recelved notice of the accused services and 40
asserted claims from Katz Technology. The case 1s now in the discovery phase and
interrogatories have been served and answered. The parties nave engaged in

settlement discussions but have not reached agreement. In the event that we ars
not able to settle, we intend to vigorously defend agdainst this lawsuit.

Item 1A. Risk Factors

from the information

There have been no material fa K]
our Annual Report on Form 10-

provided in Item 1lA. "Risk Fa
for the year ended December 31

Item 2.

There were no unregistersd sales of equity s=curitlies during the quarter ended
March 31, 2008.

ISSUER PURCHASES OF EQUITY 3ECURITIES

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



(b)
Pri

per Share

{c} Total Number of
Shares Purchased as
Part of Publicly
Announced Plans
or Programs

Average
ce Paid

(d) Maximum
Approximate
Dollar Value of
Shares that May

Yet Be Purchased
Under the Plans or
Programs (in
millicns)

(a) Total
Number of
Shares
Period Purchased
January 1, 2008 to January 31, 2008
Share Repurchase Program (1) -
Employee Transactions (2) 1,399
February 1, 2008 to February 2%, 2008
Share Repurchase Program (1) -
Employee Transactions (2) 60,313
March 1, 2008 to March 31, 2008
Share Repurchase Program (1) 2,316,768
Emplovee Transactions (2) 7,138

Totals January 1, 2008 to March 31,
Share Repurchase Program (1)
Employee Transactions (2)

2008
2,316,768
68,850

In February 2008, our Board of Directors

$200.0 miilion of our common stock in public or private

the following twelve-month pericd.

on March 4, 2008.

Includes restricted shares

employes  stock com

obligations that occ

stock compensation g
"

withheld (under

plans) to offset

s provide that the value

date the relevant tr tien occurs.

al  Exhibits:

1 ¢ Letter between Citi

fer of Employment itiz
effective January 13,

£
ecilia K. McKennev,

o
o

O

Certification of Principal Executive Cf
13a~141{a) under the Securities Exchange Act

{ad
s
[aN]

ication of Principal inancial
\
}

F
under the Securities B
wecutive Officer
to Section 906

Certification cf Chle
as adopted pursuant

of

Financial Officer
to Section 306

Chieft
pursuant

w
8
[}

of

w
-

Fursuant to the requirements
registrant has duly caused
undersigned thereunto duly aut

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008
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low price of the Company's common stock on
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200¢6.

Cfficer p
Exchange Act of 1934.

pursuant to 18 U.
Sartanes-

to

Sarkanes-Cxley Act

12.49 N/A
10.89 N/A
10.70 2,316,768
10.31 N/A
10.70 2,316,768
10.86 N/A

under
withholding
The Company's

jrants

withneld shall pe

Company and

ursuant to  Rule

18 U.s5.C.

3

N/A

$ 175.2

N/2

$ 175.2
N/A



CITIZENS COMMUNICATIONS COMPANY

Robert J. Larson
Senior Vice President and
Chief Accounting Officer
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January 13, 20086

Cecilia McKennev

On behalf of the Senicr Leadership here at Citizens, we are thrilled that you
11 be joining us! It is my pleasure to confirm our offer of employment for the

pOSLtLon ¢i Senior Vice Presic of Human Re\ou::e: for cirti

Communications. The work location this position is in rd, CT and

start date for your employment with izens 1s Ffebruary 7,

compensation n three compoaents: an annual base salary of
annudai of 603% of Base Salary which will ke
for 2’06 Gafc of empioyment and
of ar annual award of res
the Compensatio Comm

> onoa oemA—won‘n y basi
achieving the gecals of the &
casis, generally toward tn
and ”er“LFth;lQ of the op
compensation

s on bonus of $50,3CC in cash anc
over a four-year pexilod. Thess
1 be provided to you witnin 3C days of your start date.

: addi-ion, vou will receive a
estricved  snares that will vest
e

h [ol
Lo}

Enrancad
the event that your
change, your ticl
other than cause during a peri
ge in Control and enas on the fi
kes place, should that ccour.

1y's  receipt of acceptable results of a
ree components: a crimiral recor
ation and emglovm

=}
[}
3
-

Hire
forxm that you

nc lu1e1
L“orms, a drug

1. Please be advisea tna<
gin on yecur 30th day of ernp“o”vnm‘r and as a
you will be eiligible to parzicipate in our full

clied contract, promise
ion, or of any particular

o] i

Tour loyment by the Zompany is at willi and is subiect to the

conditions ss=t forth in the Code of Ceonduct as well as Company policles an
applicable to Federal, State and iocal laws.

pout the opportunit: Lo wo
I welcome you
dership will
To contact me

Cecilia,

pehalf of
forwara

ith you. On

am looking
le side of
regarding

e pottom of this
original signed

your accertanc
fax it back to
che enclosed env

/s/ Maggie

Maggie Wilderctiar
Chairman and CEO

Enclosure: return envealicre
2v 3igning below, [ hereby acceptr the CitizZens Communications 'z offer of

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



employment. I understand this offer does not provide a contract of employment

with Citizens Communications for any specified period of time. I further agree
to abide by the employment policies and procedures established by the Company.

/s/ Cecilia K. McKenney 1/14/06

Signature Date

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



CERTIFICATIONE

I, Mary Agnes Wilderotter

1. T have reviewed this quarterly report on Form 10-Q of Citizens
Communications Company;

2. Based on my knowledge, this report deoes not contain any untrue sStatement
of a2 material fact or omit to state a material fact necessary to make the
statements made, in light ¢f the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, resul of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

4. The registrant's other «certifying

establishing and maintaining disclosure co T es

Exchange Act Rules 13a-15{e;} and 15d-15{(e}} and ternal control! over financial
reporting (as defined in Exchange Act Rule 12a-15(f) and 18d-15(f}) for the
r

egistrant and have:

a) DPesigned such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subs aries, is made known to us by others within those
entities, vparticularly during the period in which this report is being
preparad;

b} Designed such internal contreocl over financial reporting, r caused
such internal control over financial reporting %o be designed under our

supervision, to provide reasonable assurance ragarding the reliabiiity of
financial reporting and the preparation of financial startements for
external  purposes in  accordance with  generally accepted accounting
principles;

ness of the ragistrant's disclosure controls
in this report our conclu510n3 about the
controls and procedures, as of the end of

based on such evaluation; and

in this report any change in the registrant's

ncial report? g that occurred during the registranc’
recent fiscal guarter (the rsgistrant's fourth fiscal quarter in
of an annual repcrt} that has materially affected, or 1s reasonably
tc materially t, the registrant's internal contzol over i
reporting; and

The registrant’s other certifying officer and I have disclosed, bas
ost recent evaluation of internal control over financial reporting, t
trant's auditors and fhe audit committee <f the registirant's boa
tors {or persons performing the equivalent functions):

1 weaknesses in the design

a) All significant deficiencies and ma a
T r n 'nancial reporting which are

ist

L

or operation of ir
reasonably likely t
process, summarize

ability to record,

b} Any fraud, whether or not material, that involves management or
cther emcioyees who have a significant rcle in the reglstrant's intern
contrcl over financial reporting.

Date: May 6, 2008 /s/ Mary Agnes Wilderotter

Mary Ag
Chalrm

ecutive Cfficer

Source: CITIZENS COMMUNICATI, 10-Q. May 06, 2008



Exhibit 31.

to

I, Donald R. Shassian, certify that:

1. 1 have reviewed this quarterly report on Form 10-Q of Citizens
Communicaticns Company:

2. Based on my knowledge, this report does not contain any untrue statement

of a material facry or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements weres
made, not misleading witn respect to e period covered by this report;

3. Based on my knowliedge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of cperations and cash flows of the registrant as
of, and for, the peri

4. Tha registr I are
eszaplishing and ma ocedurse
Exchanges Act Rule contro
reporting {as ds a1 pedots : - ; LS (fy and 152
regisctrant and have:

controls and procedures,

to> be designed under our
2lating to the registrant,
macte  known to us by ofthers within <tho
the period in which this report is bei

b) Designed such
such internal contr

nternal control over financial reporting, or caused
over financial reporting to be designed under our

a
supervision, o provide reasonalie assurance regarding the reliability of
inancial reporting and the preparation of financial nts for
s in accerdance with generally accepted accounting

effect

v procedur
the peri h evalua
his regis
rep ny the reg

the
an annual
materia

reporting; and

or

5. The registrant's other ce
T

and I have disclosed, pased on
R

our most recent evaluation of interna financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the egquivalent functions)

a) All sigritficant de aknesses in the design

or operation of internal El reporting which are
reasonably ike e dvars Y 3 f i nt's akility to record,
process, summnar! 1 and

t  involves management cr

b) Any fraud, whether or not material, a
a role in the registrant's internal

otner employees wno have
control over financ

Date: May 6, 2008

Source: CITIZENS COMMUNICATI, 10-Q, May 06, 2008



CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1359
AS ADOPTED PURSUANT TC
SECTION 906 QF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly Report of Citizens Communications Company (the
"Company") on Form 10-Q for the period ended March 31, 2008 as filed with the
Securitles and Exchange Commission on the date hereof (the "Report"), I, Mary
Agnes Wilderotter, Chairman and Chief Executive Qfficer of the Company, certify,
pursuant to 18 U.5.C. Section 1350, as adopted pursuant to Secticn 906 of the

B

Sarbanes-Oxley Act of 2002, that:

{1} The Report fully complies with the requirements of Section 13(a)

or 15{d4) of the Securitlies Exchange Act of 1934; and
(2} The informaticn contained in the Report fairly preserts, in all
b ts, the financial condition and results of operations of the

v Agnes Wild
Chairman anrd
May 6, 2003

This certification is made solely fo £ 18 U.5.C. Section 1350, subject
to the kncwlsdge standard coentained 'd net for any other ourpcse

A signed original of this written required by Secticn 206, or other
n

document authenticating, acknowledg rwise adopting rtr 519

appears in typed form within the electronic version of this writtasn statement
reguired by Secticn 906, has been previded to Citizens Communications Company
and will be retained by Citizens Communications Company and furnished to the

Securities and Exchange Commission or its staff upon request.

Source: CITIZENS COMMUNICATI. 10-Q, May 06, 2008
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In connection with the quarterly Report of Citizens Communications Company {(the
"Company"} on Form 10~-2 for the period ended. March 31, 2008 as filed with the
Securities and Exchange Commission on the date hereof {the "Report";, I, Donald
R. Shassian, Chief Financial Officer of the Company, certify, pursuant to 18
U.5.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

{1} The Report fully complies with the requirements of Section 13(a)
or 15i{d} of the Securities Exchange Act of 193

4; and
{2) The information «c¢ontained in the Repcrt fairly rpresents, 1in all
material respects, the financial condition and results of operations of the
Company

Donald R. Shassian

Executive Vice Pr and
Chier 2

May o, 2003

This

to the kncw

A signed original of %tni
document authenticating,
appears in typed form wit statement
required by Section %06, Company
and will be retained by Cit mmun i £ AN % : ished <to the
Securities and Exchange Comr i

or other

~ure that
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